MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE SENATE

February 25, 1985

The thrity-ninth meeting of the Senate Taxation Committee was called
to order by Chairman Thomas E. Towe at 8:10 am, in Room 413-415 of
the Capitol Building.

ROLL CALL: Senator Neuman was excused. Senator Hager was absent.
All other members of the committee were present.

CONSIDERATION OF SB 437: Senator Dave Fuller, Senate District 22, was
recognized as chief sponsor of the bill. ile presented amendments to
the bill (Exhibit 1), and a Statement of Intent (Exhibit 2). He said
nis motivation for the bill was that conservation was our least expen-
sive source of additional power and he wanted to encourage conservation.
He said that the bill had passed the Senate last session and was de-
feated in tne House.

PROPONENTS

Mr. Wade Wilkison, representing Montana Solar Industries Association,
noted tnat tne oill had passed the Senate in 1983 by a vote of 43-3.

He said the bill applied to all renewable energy sources, including

all solar applications. He said local jobs would be created in the
implementation of these systems. He said this bill would be a good
companion to one that would contemplate the retrofiting of state build-
ings for energy efficiency. He explained tne mechanisms written into
the bill and again noted that the emphasis was to give added tax in-
centive for conservation. He said that a cap of $200,000 nad been

put on the amount available for tne tax credits.

OPPONENTS

Mr. Larry Fasbender, Director of the Department of Natural Resources
and Conservation, said tinat the bill as drafted encourages both passive
and active solar systems, despite that active solar systems had not
been found cost effective. He also objected to the lack of limit of
corporate tax credit available when individuals filing single returns
were limited to $1,000, and joint returns to $2,000. He said a legal
problem could result if the $200,000 was not enough to cover all the
applications. He concluded saying he was not certain it would suffi-
ciently encourage alternative energy use.

Mr. Rich Marple of the Department of Revenue commented that a limit
should exist for credit to corporations on page 4, lines 7 tanrough 9
of the bill. He also said that corporation license tax is not income
tax and that if it was to carryover the bill would nave to be more
specifically drafted.

Questions from the committee were called for.

Senator Towe asked if this was not an appropriation of $200,000 for tne
Alternative Energy Resource and Development Demonstration Account. Mr.
Wilkinson said that last session the bill proposed taking the money from
the general fund, but that the House had amended the source to this
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account. He said that last hour confusion had caused the demise of %
the bill. Senator Fuller responded that there is no general fund )
money available this session and that this fund is directly related
to the substance of the bill.

Senator Goodover asked how much was in the fund. Mr. Fasbender respond-
ed that about $4.4 million a biennium comes into the fund. He said a 2
house bill would take $3 million for the science and technology pro- ?
gram. He also noted that HB 909 which deals with conserving energy
in state buildings would have a longer term payback to the state.

Senator Towe asked if this was a appropriation bill and if it should
have been introduced in the House. Senator Fuller said that it could
be authorized here and the mechanisms of funding worked out in the
House. Senator Towe said he believed that problems exist with this
method.

Senator Fuller closed saying that passive solar works and if the com-
mittee wanted to so limit the bill he would accept that. He said he

also wanted to amend the bill to deal with the Department of Revenue

concerns. He said authorizing this tax credit would be an effective
way to develop energy conservation.

CONSIDERATION OF SJR 24: Senator Stan Stephens, Senate District 8,
was recognized as chief sponsor of the resolution. He said the reso-
lution simply reaffirms legislative support for tax indexing which
results in subsequent benefits to individuals' in resisting inflation.

7
PROPONENTS -
Mr. Dennis Burr of the Montana Taxpayers Association said that the %
resolution came from the Advisory Committee on Intergovernmental Rela- :

tions. He said indexing is not a panacea, but that it does mitigate
concerns caused by inflation. He read to the committee from Exhibit
3.

Mr. John Larson representing the National Federation of Independent
Business said that organization had been the most significant partici-
pant in the signature gathering process for the initiative and that
they continued to support it.

Ms. Janelle Fallan of the Montana Chamber of Commerce said that tax
indexing was a priority with their membership and urged the committee
to support the resolution.

OPPONENTS

None were heard.

Questions from the committee were called for.

Senator Towe asked Senator Stephens about the purpose for the resolutionqﬁ
Senator Stephens said it was not introduced because of any positive iﬂ?
threat, but as a demonstration to the people that the Legislature

still believed it sound policy.

Senator Stephens closed without comment.
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MOTION: Senator Severson moved that SJR 24 do pass.

Senator Halligan said that all the material before line 22 on page 2
could be stricken. The committee agreed not to go to the expense of
amending the resolution.

Senator Towe expressed a concern that this kind of resolution would
set precedent for needing other tax policy reaffirmed by resolution.

The question was called and the motion carried unanimously.

(Senator Halligan was excused.. Senator Hager joined the committee
at 8:50 am.)

CONSIDERATION OF SB 288: Mr. Jim Lear presented amendments to the
committee (Exhibit 4). He also gave the committee a letter from

Mr. Howard Heffelfinger, Administrator of the Liquor Division of the
Department of Revenue which included an information request being
sent to all suppliers (Exhibit 5).

Senator Mazurek said that the insert should be a proof gallon limit
rather than a dollar or case lot figure. He presented Exhibit 6 to
the committee which contained the suggested amendments from Alpha
Industries.

The committee felt that if this proof gallon limit would not work,
the information from Mr. Hefflefinger would be available by the time
the bill was presented to the House.

MOTION: Senator Eck moved the amendments in Exhibit 4, with the
insertion of "250,000 proof gallons" in lieu of a case lot or dollar
amount.

The motion carried unanimously.

MOTION: Senator Mazurek moved that SB 288 do pass as amended. The
motion carried unanimously.

CONSIDERATION OF SB 4: Chairman Towe said that while this was laid

on the table, in deference to the Coal Board, the Coal Tax Oversignt
Committee and Senator Gage, the committee should look at amending the
bill and passing out portions that were important to them. He indicated
that areas for separate concern included: 1) the impact of decline
account; 2) the change in percentage of funding to be spent in desig-
nated counties; 3) the authorization of funding to unites of local
government. He suggested to the committee ways of amending the bill

to make it overcome certain concerns.

Senator Eck noted that the language on grants and loans was very
broad. Senator Mazurek agreed, noting that an effective date might
have to be provided.

Senator Lybeck said that he prefered the dollars going to the educa-
tional trust fund as is done now. Senator Brown Agreed.
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Senator Hirsch said that he did not see a glaring need for any portion
of the bill, irrespective of the impacts of decline. ‘j

MOTION: Senator McCallum moved that the meeting be adjourned.

Chairman Towe adjourned the meeting at 9:03 am.

~—— //f-\l\.,
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Chalrman
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Amendments to Senate Bill No. 437

Amend SB 437, introduced copy:

1. Page 6, lines 9 through 12.

Following: "." on line 9

Strike: remainder of line 9 through end of line 12

Insert: "In each calendar year up to $200,000 is statutorily
appropriated [as provided in section 2 of House Bill No. 12]
from the account to reimburse the general fund for payments
made to satisfy tax credits allowed under ([section 3]."

2. Page 6.

Following: 1line 20

Insert: "Section 14. Coordination. If this act and House Bill
No. 12 are both passed and approved, subsection (3) of
section 2 of House Bill No. 12 is amended to include a
reference to section 11 of this act, and the bracketed
language in section 11 of this act "[as provided in section
2 of House Bill No. 12]" is effective. If House Bill No. 12
is not passed and approved, such bracketed language in
section 11 of this act is void."

Renumber: subsequent section

Exhibit 1 -- SB 437
- February 25, 1985



49th Legislature LC 1526
STATEMENT OF INTENT

BILL NO.

A statement of intent is required for this bill because
it grants rulemaking authority to the department of revenue in
section 12, The rules should establish criteria and
guidelines for the safety, reliability, and durability of
energy generation systems. The legislature intends that these
criteria address such issues as:

(1) systems meeting federal safety standards;

(2) warranties on systems; and

(3) the life expectancies of systems.

Exhibit 2 -=- SB 437
February 25, 1985
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The Policy Case for Indexing

The preceding discussion has centered on the 17
economic principles underlying the Commis-
sion’s recommendation that the federal and
state governments index their graduated per-
sonal income taxes. Simply put, indexing
_;ellmlnates the real tax 1ncreasgqg inflation-
related gains 1n 1ncomé “and prevents the gov-
‘ernment from reaping an unlegislated revenue
windfall. In addition, indexing carries with it
several desirable policy implications. They are
summarized below.

TAX EQUITY

Indexing the personal income tax will pre-
serve the existing legislated distribution of the
tax burden. In the absence of indexing, the
inflation-income tax interaction automatically
and arbitrarily distorts the current equity in the
tax structure because it does not affect equally
all taxpayers. Rather, the real tax increases
generated by inflation depend on differences in
family size, level of income, and the degree to
which various dollar limitations affect tax lia-
bility. They tend to fall more heavily on low
income taxpayers, particularly those with large
families, and those at the upper income levels.

Indexing the individual income tax would
promote the goal of tax equity in two ways. By
neutralizing the effects of inflation on tax bur-
dens, it preserves the tax burden distribution as
approved by Congress or the state legislature so
that legislative intent and existing equity are



W maintained despite inflation. Second, indexing

will, in effect, move state and federal income
taxes toward true equity-——i.e., based.on ability
to pay—because it shifts the tax base toward
real income or real purchasing power. The lat-
ter is a better measure of ability to pay than
money income, which becomes bloated by in-
flation with no increase in purchasing power.

POLITICAL ACCCUNTABILITY

The inflation-income tax phenomenon raises
serious questions of accountability in our
political system because the inflation tax in-
creases occur automatically with little public
debate and no legislative action to raise taxes.
Taxpayers are not able to voice their objections
to the tax hikes, and there is no body of elected
officials to hold responsible for the increase.
Rather, voters are expected simply to attribute
the tax increases, along with a myriad of other
ills, to inflation. Likewise, the existence of the
inflation tax allows elected officials to enact
tax cuts which may have no real lasting effect
on tax burdens, but do allow legislators to
campaign on a record of ‘“‘cutting taxes.”
Holding elected officials accountable for their
decisions is exceedingly difficult under such
circumstances.

Indexing the tax code for inflation would in-
sert a new measure of accountability in the
polltlcal process. With indexing, government
officials can no longer rely on inflation tax
windfalls to keep tax revenues growing faster
than inflation. Rather, real increases in revenue
must result from real economic growth or
overt, publicly made legislative decisions to
increase taxes upon which the voters can pass
judgment at the next election. Conversely, tax
cuts under an indexed system can be clearly
identified as such because they must cause a
real reduction in tax burdens. In short. index-
ing allows the electorate to clearly fix respon-
sibility for their tax bills and to hold elected
officials accountable.

PUBLIC SECTOR GROWTH

In the absence of indexing or other legisla-
tive action, the inflation-income tax interaction

“may foster a shift of resources from the private

to the public sector and may impart an upward

- blas to the Slze of government By generating

revenue increases that are more than propor-
tionate to inflation, the existing tax structure
permits current programs to be funded at their
present levels plus an allowance for inflation,
and it may still leave enough money in gov-
ernment coffers to start new programs, expand
existing services, or return some money to the
taxpayers. Stated another way, without index-
ation, elected officials have often been able to
cut taxes and increase spending.

While indexation will not cut government
revenues in absolute terms, it will slow down
the rate of growth in revenues by eliminating
the real revenue increases associated with
inflation-related gains in income. This siow-
down will help preserve the existing public-
private sector division of resources and shouid
cause elected officials to evaluate their spend-
ing decisions more carefully. Without the in-
flation windfall, funds to establish or expand
programs and services will have to come from
improved efficiency, cutbacks in current ser-
vices, real economic growth (from which income
tax revenues will still increase more than pro-
portionately to the growth rate), deficit fi-
nancing, or decisions to increase taxes. This
should promote a more careful review of
existing programs and more considered ex-
penditure decisions at all levels of government.
In effect, by focusing the “political accounta-
bility” spotlight on public officials, indexation
may serve to slow the growth of the public
sector.!®

INTERGOVERNMENTAL FISCAL
BALANCE

Continued high rates of inflation could, in
the absence of indexing or other legislative ac-
tion, cause a shift in the current intergovern-
mental mix of programs to higher levels of gov-
ernment. Of the three levels of government, the
federal government has the greatest capacity to
realize increased revenues from inflation be-
cause of its heavy reliance on the graduated in-
come tax and its dominance of the income tax
field. In 1978, federal individual income tax re-
ceipts accounted for 84% of the personal in-
come tax revenues of all levels of government,
and they comprised over 65% of all federal tax
collections. State governments, which receive
approximately 25% of their revenues through
the personal income tax, have the second

T,



greatest capacity for revenue gains from infla-
tion, and local governments can expect few di-
rect benefits from inflation as very few lo-
calities utilize a graduated income tax.

The concentration of resources at the state
and federal levels could, depending on the
policies adopted for the use of those funds, in-
crease the reliance of local governments on
federal and state financial assistance and cause
more decisionmaking power to flow to those
levels of government along with the money. In-
dexing helps preserve the existing program
mix among the levels of government and
should help check any deterioration of state
and local autonomy.

In summary, while indexing the personal in-
come tax for inflation is not a panacea for all
the concerns of American taxpayers, it can be a
reasoned, effective first step toward mitigating
the burdens imposed by inflation and quieting
some of the current discontent among the
electorate. The case for indexation is based on
several sound economic and policy arguments.

— It removes the automatic, hidden tax in-
creases that would otherwise result from
the interaction of inflation and a pro-
gressive income tax.

—It prevents arbitrary distortions of the d
legislated distribution of the tax burden
and provides significant tax relief, par-
ticularly to those at the lower and upper
ends of the income range. )

—It improves the ability of the voters to hold
elected officials accountable for their taxmg
and spending decisions.

—It helps slow the rate of growth in gov-
ernment and preserves the current bal-
ance of resources between the public and
private sector.

—It sustains the current intergovernmental
fiscal balance and impedes the flow of 1§
resources and decisionmaking to hlgher
levels of government. B



Amendments to Senate Bill 288
Introduced Copy

lﬁ <T J‘ll‘
# i -
280,000 PR JeEand
1 . Title - 1 !}M rar e /x‘ / !
Following: Line 9 : yd
Insert: "Providing a lower liguor excise and license tax

for companies that manufacture, distill, rectify, bottle, or

process and sell less than “easelots—for—$—3} of liquor
annually; amending sections 16-1-401 and 16-1-404, MCA;"

2. Page 1, line 12,
Insert: "WHEREAS, the Montana legislature recognizes the
need to foster small business growth and development as an
essential component of the Montana economy; and
WHEREAS, the Montana legislature finds that small,
emerging companies engaged in the business of manufacturing,
distilling, rectifying, bottling, and processing liquor are
particularly vulnerable to variables in the market place in
comparison to larger well-established companies; and
WHEREAS, tax reductions to such smaller, emerging
companies is a means of fostering their economic growth
without impinging upon interstate commerce."

{continued)

Exnibit 4 -- S3 288 _
= TPFebruary 25, 1985



250,280 0 0 d

i

3. Page 1. '
Following: line 13 &
Insert: "Section 1. Section 16-~1-401, MCA, is amended to read:

"16-1-401. Liquor excise tax. (1) The department is hereby
authorized and directed to charge, receive, and collect at the
time of the sale and delivery of any liquor as authorized under
any provision of the laws of the state of Montana an exc1se tax
at the rate of: {

(a) 16% of the retail selling price on all llquor sold and
delivered~ in the state by a companv that manufactured, distilled,
rectified, bottled, or processed, and sold more than Vv <aselets—
r_S of liquor nationwide in the calendar vear preceding
imposition of the tax pursuant to this section;

(b) 12% of the retail selling price on all liquor =sold and
delivered in the state by a company that manufactured, distilled,
rectified, bottled, or processed, and sold not more than w
—<casalots—fexr-$—_]. of licguor nationwide on the calendar year
preceding imposition of the tax pursuant to this section.

(2) The department shall retain the amount of such excise tay
received in a separate account and shall deposit with the state
treasurer, to the credit of the general fund, such sums collected 4
and received not later than the 10th day of each and every montt %

Section 2. Section 16-1-404, MCA, is amended to read:
"16~1-404. License tax on liquor -- amount =-- distribution of
proceeds. (1) The department is hereby authorized and directed
to charge, receive, and collect at the time of sale and delivery
of any liquor under any provisions of the laws of the state of
Montana a license tax of:

(a) 10% of the retail selling price on all liquor sold and
delivereds in the state bv a company that manufactured, distilled,
rectified, bottled, or processed and sold more than ., eaasiTts
Jor—&—~—1 of ligquor nationwide in the calendar vyear precedlnq
imposition of the tax pursuant to this section;

(b) 7.5% of the retail selling price on all llquor sold and
delivered in the state by a company that manufactured, distilled,
rectified, bottled, or processed, and sold not more than -
caseée%s—%ef~$—~+~of liquor nationwide in the calendar vear
preceding imposition of the tax pursuant to this sectiorr.

(continued) !




(2) The license tax shall be charged and collected on all
liguor brought into the state and taxed by the department. The
retail selling prices shall be computed by adding to the cost of
said liquor the state markup as designated by the department. 6azxd
#8% The license tax shall be flgured in the same manner as the
state excise tax and shall be in addition to said state excise tax.
The department shall retain in a separate account the amount of
3ueh-106% the license tax so received. Thirty percent of these
revenues shall be allocated to the counties accordlng to the amount
of liguor purchased in each county to be distributed to the
incorporated cities and towns, as provided in subsection (2). Four
and one-half percent of these revenues shall be allocated to the
counties according to the amount of liquor purchased in each
county, and this money may be used for countv purposes. The
remaining revenues shall be deposited in the state special revenue
fund to the credit of the department of institutions for the
treatment, rehabilitation, and prevention of alcoholism. Provided,
however, in the case of purchases of liquor by a retail liquor
licensee for use in his business, the department shall make such
regulations as are necessary to apportion that proportion of
license tax so generated to the county where the licensed
establishment is located, for use as provided in 16-1-405. The
department shall pay quarterly to each county treasurer the
proportion of the license tax due each county to be allocated to
the incorporated cities and towns of the county.

42} (3) The license tax proceeds allocated to the countv under
subsection (1) for use by cities and towns shall be distributed
by the county treasurer to the incorporated cities and towns
within 30 days of receipt from the department. The distribution
of funds to the cities and towns shall be based on the proportion
that the gross sale of liquor in each city or town is to the
gross sale of liquor in all of the cities and towns of the
county.

423 (4) The license tax proceeds that are allocated to the
department of institutions for the treatment, rehabilitation, and
prevention of alcoholism shall be credited quarterly to the
department of institutions. The legislature may appropriate a
portion of the license tax proceeds to support alcohol programs.
The remainder shall be distributed as provided in 53-24-206." "

Renumber: subsequent sections
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STATE oFr MONTANA

DEPARTMENT OF REVENUE
LIQUOR DIVISION

MITCHELL BUILDING
HELENA, MONTANA 59601

February 22, 1985

Mr. James A, Lzar

Staff Attorney

Legal Services Division
Legislative Couucil
Room 138

Stata Captial Building
Helena, MT 59620

Dear Mr. Lear:

Fnclosed please find a copy of the form which 1s being sent out
to all suppliers at the request of the Senate Taxavicn Committee
in connection with Senate B1ill 2882,

- If you should have any further quastions or need additional
information please contact me.

Very truly yours,

W it

Howard Heffelfinger
Administrator
Department of Revanue
Liquor Division

HH/dh

Exnipit 5 -- SB 288
- February 25, 1985



DEPARTMENT OF REVENUE j

TED SCHWINDEN. GOVERNOR MITCHELL BU i d

=) —— SIATE_CF MONTANA

1
:
]

HELENA. MONTANA 5962!

£

|

February 22, 1985

—

The Senate Taxation Committee of the Montana Legislature is con-

sidering a proposal to implement a tax reduction for suppliers
based on national volume sales. In order to provide the informa- !
tion they need to study this proposal, we are asking that you .
supply the following information as soon as conveniently possi- :
ble. é
COMPANY ’
1984 NATIONAL SALES: —
CASES
DOLLAR VALUE ‘
A self-addressed envelope 1s enclosed for your convenience. g
Thank you for your cooperation. i
§
Very truly yours, §

Howard Heffelfinger

[

Administrator
Department of Revenue

Liquor Division

AN EQUAL OPPORTUNITY EMPLOYER"™



SUGGESTED AMENDMENT TOS.B. 288

IN ORDER TO PROMOTE, STIMULATE AND ENCOURAGE THE DEVELOPMENT
OF INDUSTRY, COMMERCE, AGRICULTURE, LABOR AND NATURAL RESOURCES
OF THE STATE AND TO PROVIDE FOR THE SOCIAL AND ECONOMIC
PROSPERITY OF ITS CITIZENS, THE LEGISLATURE RECOGNIZES THAT
SMALLER BUSINESSES CAN AND DO PROMOTE ECONOMIC DEVELOPMENT.
THEREFORE, THIS LEGISLATURE INTENDS TO STRUCTURE THE PRICING OF
LIQUOR SOLD IN MONTANA TO ENCOURAGE GROWTH AND DEVELOPMENT
BY ADJUSTING THE MARKUP OF LIQUOR SOLD IN MONTANA BY PRODUCERS
OF SMALLER QUANTITIES OF LIQUOR.

IN COMPUTING THE SELLING PRICE OF ALL LIQUOR SOLD AND DELIVERED
BY THE DEPARTMENT, THE DEPARTMENT IS AUTHORIZED AND DIRECTED TO
DESIGNATE AND ESTABLISH THE STATE MARKUP ON ALL LIQUOR WHICH
IS EITHER MANUFACTURED, DISTILLED, RECTIFIED, BOTTLED OR PROCESSED
BY A PERSON WHO PRODUCES NOT MORE THAN 250,000 PROOF GALLONS OF
LIQUOR DURING THE CALENDAR YEAR TO BE 10% LESS THAN THE
AMMOUNT OF MARKUP OF PRODUCTS OF PRODUCERS OF GREATER
QUANTITIES OF LIQUOR.

EACH MANUFACTURER, DISTILLER, RECTIFIER, BOTTLER AND PROCESSOR
SELLING LIQUOR TO THE STATE SHALL, IN ACCORDANCE WITH RULES
ESTABLISHED BY THE DEPARTMENT, FILE ANNUAL REPORTS OF TOTAL
PRODUCTION IN PROOF GALLONS DURING THE PRECEDING CALANDAR YEAR.
AND SAID REPORTS WILL DETERMINE THE MARKUP TO BE APPLIED TO
EACH LIQUOR PRODUCT SOLD AND DELIVERED TO THE DEPARTMENT.

Exnibit 6 -- SB 288
February 25, 1985



STANDING COMMITTEE REPORT

i FOBTRALY 25, 1983
! MR. PRESIDENT
We, your committee on‘i""”“ifi*;"‘L‘g"‘n ....................................................................
having had under consideration..............c.coocooviiiiiininnn.. 5%3’&& Jaintﬁasoiutian .......... No..gg ..........
£irst reading copy ( Whita )
color

PLSDGIAG CUNTINUED wuCiSLaTiVE SUPPORT POR IaCGHE 3L I4D0EIING.

Respectfully report as follows: That..........ccooviiviiininnnen. .amt&‘mwtfwaolu:icn .......... No..... “‘4 ........

DO PASS

JOCXNEXASS

Senator Thoaay Be. YOwe, Chairman.



STANDING COMMITTEE REPORT ~  ®age 1 of 3.

e OPTQAZY 354 1938 .
®  MR. PRESIDENT
We, your committee on.............coveeeeemnnneinn. .. 3 ............ 'fwtian ...................................................................
having had under consideration....................................... maﬁ‘m ...................................... No283 .........
first reading copy | Ei_t_&_ )
color

REHOVING REDUCTION OF STATE MARKUP FOR HONYASA LIGUOR.

Respectfully report as follows: That Samatdéouill 188

he amandsd zs followse:

1 ?itl?’ line 13.

Fallowings ULine 92

Insprt: “"PROVIDIEG A LOWER LIOUDER EIXCISE XD LICEXSE TRY
POR COMPANIES TRAY MARUDFACYURE, DISTILL, RECTIPY, BOTTLE, OR

\ PECCESS AHD SFLI ROT MORE TRAE 250,800 PROOP GALLOWNE OF
-’ LICDOR ARNUMALLY: AMENDING SECPTIONS 16-1-481 A¥MD 16~-1-404,
BCAr ©

2 Yage 1, lins 12,
Ingert: “HHEREAR, the Montana legislature recognizes the
nead to foster small Rusinreszs grovth and develeopment as an
espantial component of the Mestana ecosomvy and
WHEREAS, tha Montaza legislature finds that small,
ssgraing companies engaged in the husiness of msnufacturing,
distilling, rectifeing, boettling, and provessing lismor are
nartioulariy yulneralile to variablegs in the market place in
comparigzen to larger well-netablished companiesy and
WHEREBAR, tax raductions to such smaller, emerging
companies is & means of feostering thair ecenomic growth
without impingiag vpoa interstate cosmarce,”

{rontinned)

Chairman.



s Page 2 of 3.

3. Page 1, line 14, 5

Polleowing: lins 13 “

Insert: “Secticn 1, Section 16-1-401, MCA, iz amended to ready
*16-~1-401, Lignor excise tax, (1] The department is

hareby agthorized and directed to charge, versive, and

eollact at the time of the 2ale and delivary of any liguor

as aunthorized undary any provieion of tha laws of the state

of Moptana an excise tax at the rate ofy .
{2} 15% of ths retazil selling price on all liguor s0l@ and ®

daliveredr in the state by 2 company that manufactured, diceillad,

roctified, bottled, or processed, snd gslid move than 250,800 %

pronf gallonm of Liouor naticawidn in the calendar vear praceding

imposition of the tax pursuant to this sectico; '
{h)  1-7%¢ of the retalil selling price on all lirmor gold and

delivered in the state by 3 company that manutfactured, ALstillied,

rectified, bottled, or proseszed, sud soid not nors than

256,800 proof gzllons of lisuor nationwide on the calandsr vear

sreceding impagition of the tax puraunant ta this zeavticn,

{2} The department shall retain the smount of nsuch
axecice tax roceived in & geparace accoount and szhall depesit
with the state tresaserer, 2o the credit of the gwrnerszl fund, ™
such gumes oollected and recsived rot later than the 10th dav
of =ach and svery month,”

Goction 3. Seoction 16~1-484, BCA, iz asended to raad: ‘ii‘%
*16~1-484, License tagx on liguor -~= zmount «- dimtribution of
proceedz. {1} The departmzent is hereby suthorized and divectad
te charge, reacelive, and cpllect 2t the time of zale and delivery
of any liguor ander any provisions of the laws of the stats of
Hontars & licanse tax ofy

{2} 16% of the retall selling price on 211 ligquor scld and
deliveredy Said in the state by a company that manufantured,
distilled, rectifiad, bottied, or processed, and sold mors than
2ED,008 proo? galions of lLiguor nationwide in fhe OB LOnGAT VaBY
praceding imposition of the tax nursuant 2o thiz sectiang ‘

{51 7.5% of the rotail =slling prics on sll ligeor scld and
deliverad {n the state Bv a company that manufsctured, distiiled,
rectifisd, battied, or procassed, and 8old not more Lhan 280,000
proof arllione of liguo» nationwide in the calsndar vear nroceding
inpositiaon of the tax purzuant to thiz sestion,

[

{eontinged)




Page 3 of 1,

{2} Tha licesse tax shall bs charged and oollectad on all
liover LHronght into the state and taxed by the depariment, The
retail selling price shall he computed by adding to the coszt of
zaid ligunor the state markap s designated by the departmeont,
Satd~16% The iicenge taz shall be Tigured In the asme menner an
the state sycise tax and chall be in addition to zaid =ztate
esreige tax, The departmant shall retadin in a zervarats 20count
tha amcunt oF sweh-308 the license t2x 30 regeived. Thirur
vercant »¢ thees vavenunss zhall be allozated to the countims
avenrding 4o the amount of ilgueor pnrchased in sach countv o be
distrituted o the ipeorporated eities apd Zowms, za provided in
submeceicn {(2). Pour and one~half percent of theese ravenuoes
ahall be allocated 2o ths counties accordirg to the amount of
liguor parchazed in each county, and this aonsv mavy he ared Iny
county purpones,.  The rewmaining revenusz shalil be depomited in
tha gtats special revanne fund o the rradit of the dsparvtaent of
inatitverions for the troatment, vehabilitatima, and prevention of
alcobolism. Providsd, however, in the caze of parchagex of
liguor »v a rerail liguor licansse for upe in his business, the
departzsanr shell make such ragulations as are neceasarv to
apparticn rhat proportions of license tax se geperated to the
county whare the lisansed estabklichment iz locaved, for uze az
provided in 16-1-405, The dapartmsnt shall o2y quarterly to each
coanty Lreagurer the proportion o the license tar dge earh
cognty to he allocated o the iscorporTatad oitiss and temns of
the county,.

€23 {3} The licensa tax procasds allocsaisd to the county under
aubgeation {1} for vae by cities snd towns zhall be dimtvributed
by the county treasurar *o ths incorporated citles and towns
withia 30 dzyn of Teceipt from the department., The distributicon
of funds to the cities arnd towns shall be based on ths proportion
+hat the qross sals of ligueor iz sach ¢lty or town i2 to the
grosg zale of liguor in all of the cities and towns of the
county,

43+ {4} The licenste tax procosdsz that ars allocated to the
departnent of inatitntionz fry the trestment, rehabiliestion, and
prevention nf alcohollesm shall be cradited guarterly to the
department ~f institucicas. The legislaturs may 2povopriaste a
portion 5f the license tsx prosesds to supdort a2leshal programas.,
The remaindsr zhall be dintributed sz provided in S1-24-706." *

Renumber: =subraguest ssctions

AND AS ANPRDED
DO _TASE

Senator Thomas Z. Towae, Chairman





