MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE SENATE

March 11, 1987

The thirty-ninth meeting of the Senate Taxation Committee
was called to order at 8:00 A.M. on March 11, 1987 by
Chairman George McCallum in Room 325 of the Capitol
Building.

ROLL CALL: All committee members were present.

CONSIDERATION OF SB 333: Senator Crippen, Senate District
45, presented this bill to the committee. He noted that
there were a lot of signers on this bill but not all of
them approve of the bill in total,he is sure. They are
signed on the bill because they approve of the concept.
This bill presents the problem in an entirely different
light and manner than the bill introduced by Representative
Ramirez, HB 377. He said this is good because it shows

an alternative. Ten months ago he made a public state-
ment that a sales tax should be considered as part of

the solution to the economic problem of our state. He
immediately received a reaction to that statement. The
fact still remained that Montana was in the midst of an
economic recession, which was in part due to circumstances
beyond our control. The General Fund had a substantial
deficit, which was realized in June, 1986. Cuts were

made across the board. Then came CI-27 and I-105 and

the message was clear, tax relief, tax reform and cut
spending. We are still in a deficit position, going up

as high as $170 million or more. The Education Foundation
Program for the next biennium will need an additional

$94 million to break even at 0-0. We can relate state
expenditure as an out-of-balanced three legged stool,
income tax, property tax and severance tax but we don't
use all the severance tax in our biennium and so the
severance tax leg is half gone. We need a new leg to
balance the pressure. The new leg he would propose is a
general, statewide sales and use tax. A sales tax 1is not
the solution. He furnished the committee with an Index of
SB 333 by Section; Summary of SB 333; First Set, Technical
Amendments; Second Set, Proposed Technical Amendments; and
Set Three, Proposed Amendments, all attached as Exhibit 1.
He reviewed this information with the committee. This is
substantial relief of approximately $253 million in response
to I-105. He noted there is not a fiscal note although

it is estimated that 1% equals $60 million and 5% equals
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$300 million.

PROPONENTS: Gordon Morris, Montana Association of Counties,
gave testimony in support of this bill. He wants to make
it very clear that the Montana Association of Counties
does go on record in suport of a sales tax proposal, as
is presented in SB 333, from the standpoint it is tied
directly to substantial property tax relief. He does
have some concerns in the bill and would like to address
those. On page 43 of the bill he has a simple comment.
In looking at authorizing an additional 1% local option
tax, he would simply have to assume that would have no
bearing on the current 3% local option tax authorized by
way of a resort tax. On page 58 of the bill, a technical
comment, we are dealing with a section that addresses
county classification and he would suggest that in the
drafting of the bill a mistake has been made on line 8

as he thinks they have gone in the wrong direction. You
are talking about leaving county taxable value as is for
purposes of classification and yet you reduce it to 46.5%
of taxable value on December 31. Either you take that
section out of the bill entirely and leave taxable valua-
tion for purposes of county classification as is or you.
develop another approach entirely that would be to take -
taxable value based upon the effective date of the bill

and the subsequent reductions in taxable value and you
adjust it. If the taxable value in county A is $54,000
before the bill, you want to put a mechanism in that will
allow the county to be $54,000 after the bill. He would
suggest that the figure would be approximately l1l.6% based
upon the exemptions set forth in the bill by Senator Crippen.
On page 56 (a), which he understands has been reduced to
40.5% to the state special revenue fund for state equaliza-
tion aid to public schools, he does not see the repealer

in the bill for the equalized levy. If that was not intended,
40.5% would represent far toomuch money going to that
particular program. His real concern is with item (c),
which he believes Senator Crippen has indicated is reduced
to 32% for the government block grant account. He thinks
this is the wrong mechanism to try and achieve the intent
of the legislation. The block grant program is a mechanism
set up for purposes of distributing the motor vehicle re-
imbursements relative to the loss of ad valorem revenues
when motor vehicles were taken off. What we are really
talking about, on a statewide basis, relative to every
taxing jurisdiction, is taking the certification of the
value of a mill that the Department of Revenue prepares
every year before the exemptions and the value of the mill
after the exemptions. Then the difference between the two
is what dollars can be identified in terms of full replace-
ment value for the exemptions on property in the state of
Montana. He would suggest that would be a more equitable
approach. On page 84, there is not a repealer in the bill
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against class 5 and class 6 property. On page 96,
beginning on line 10, if this is the 45 mills school
equalization foundation program, if we are leaving

this intact and still levying 45 mills, he thinks this
should be eliminated the same as the university levy.

We might be giving the school foundation program a
double bonus. He furnished the committee with a brief-
ing paper from the Montana Association of Counties in
relation to a "Retail Sales Tax in Montana and Related
to Property Tax Relief Measures", attached as Exhibit 2.

Dennis Burr, Montana Taxpayers Association, gave testi-
mony in support of this bill. He supports this bill as
probably the best drafted sales tax bill he has looked

at so far. What he likes about the bill is that it is
very broad based, allowing very few exemptions. He
approves of the method of extending negative income tax

to low income people to reimburse for sales taxes paid,
rather than the other concept of exempting the necessities
of life. ©Under the exemptions, it is not unusual to con-
sider exempting some of the purchases people make that are
already subject to a relatively high sales tax. Fuels

in this case. With the 20 cent tax on gasoline and a

5% sales tax, that is equivalent to an additional 1 cent
per gallon on motor fuels. You may want to consider
exemptions for some things that carry a relatively high
sales tax now. There should be consideration given to
exempting utility bills. The taxation of the purchase

of electrical energy would probably close down the Columbia
Falls Aluminum Plant. Utility rates, set by the Public
Service Commission, are probably one of the more regressive
regulations in the state. A sales tax on utility bills

is an extremely regressive tax. There is no relation
between the income that a person earns and the amount

of utilities that they consume. He is not in favor of

the provision that eliminates the tax on residential
property completely. There is a direct relationship
between property ownership and the major services pro-
vided by local government. Another problem, this will
allow people who do not own property to be in a position
to vote on local mill levies. There will be no statistics
for those properties. He realizes there has to be some
deductions as a result of I-105 and other things but he
would suggest continuing a property tax at a lower rate.
This will provide a mechanism whereby you could exactly
replace revenue to local governments. Reduction in
classification for personal property is a step in the
right direction. He would rather see all personal pro-
perty at the same rate rather than reducing them by
percentages. He agrees with Gordon Morris that the concept
of the bill with regard to the foundaton program and
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and block grant program is probably not optimum.

Jim Koch, President, University of Montana, gave testi-
mony in support of this bill. This bill is powerful and
flexible. Powerful enough to satisfy some major needs
and to be responsive to the public in property tax relief,
help for higher education and as a substitute for other
taxes that stifle economic growth. Flexible in rate

and coverade, providing the possibility of exemptions,
deductions and credits to make the tax something that
will be acceptable to the public; one element of a
balanced and sound revenue structure for the state.

Alex Hansen, Montana Leaque of Cities and Towns, gave
testimony in support of this bill. He said our organiza-
tion has never taken an official position on a retail
sales tax in Montana. We do have a deep interest in

this legislation and the other bills that have come before
this committee and the tax committee in the House. We
have consistently argued that dramatic property tax
reduction without fair replacement will destroy the
cities. There are hundreds of bills that will reduce
property tax in one way or another. If these bills are
passed and the cities have no way to get a reasonable
finance structure, they will not be able to do their job
in the state of Montana. This bill addresses two problems
we are looking at in Montana. It significantly reduces
property taxes and on the other hand provides fair replace-
ment revenues lost to the cities.

Jim Van Arsdale, Mayor of the City of Billings, gave
testimony in support of this bill. The City Council of
Billings believes that diversification of the tax base
is necessary in Montana. Adoption of a statewide sales
tax, with proceeds dedicated, in large part, to property
tax relief, is a desirable goal as long as fair replace-
ment revenue to local government is provided.

Carrol Krause, Commissioner of Higher Education, gave
testimony in support of this bill. He does support

this bill as it provides some stability and funding for
the university system. On page 56, the information is
that 8.6% of the amount of money would go to offset the

6 mill levy. The figure of $12 million was quoted as the
amount of income estimated by the fiscal analyst. He
would say that the 6 mill levy has produced generally

$14 million and it is just this year it has been reduced
to that amount. He would suggest that a different approach
be used. The bill indicates the university system and
other institutions that are subject to control of the
Board of Regents. We may get the Vo-Tech Institutions
assigned to the Board of Regents this year. He 1s not
sure of that but it is possible. The Vo-Tech Centers are
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now funded by local property taxation and it would be just
as surely property tax relief if consideration would be
given to increasing that figure to 10% and including the
possibility of local funding for Vo-Tech Education. He
does encourage the increase in revenues as the university
systems have some very severe budget problems.

Kay Foster, representative of the Billings Area Chamber
of Commerce, gave testimony in support of this bill.

The Billings Area Chamber of Commerce has studied state
and local tax structures and in 1986 published a position
paper calling for general tax reform, which would include
a statewide sales tax. The system requirement that we
asked for is that the system be balanced, broadly based,
equitable, simple and that revenue must be adequate to
fund necessary services. The balance should be achieved
through the use of income tax, property tax and sales
taxes. Five states do not levy a sales tax and less

than 2% of the nation's population lives in these states.
We feel this broadly based sales tax must provide
significant property tax relief. That to the extent
property taxes are reduced, the state must provide more
tax revenue for education and local government and that
serious consideration should be given to local option
taxes. We feel there should be income tax credits on

tax rebates allowed to low income persons rather than

the many exemptions for retail sales taxes. This bill
before the committee very closely follows the recommenda-
tions made.

George Anderson, Montrec, and author of I-105, gave
testimony in support of this bill. He supports this
bill because he thinks there is little doubt that it
addresses the concerns of the voters and taxpayers of
Montana when they voted for I-105 at the election in
November. It addresses propertytax relief, that was
required by I-105, and also addresses replacing the
income to the local government.

Stuart Doggett, Montana Chamber of Commerce, gave testi-
mony in support of the concept of SB 333. This provides
for a sales tax with substantial property tax relief.

We feel that it provides real tax reform and he thinks
this bill addresses I-105.

John LaFaver, Director, Department of Revenue, gave
testimony concerning SB 333. He said the Administration
has proposed a referendum on the proposition that signifi-
cant property tax relief be funded by a broad based sales
tax and our proposal will be heard tomorrow. As you work
to develop a sales tax proposal, he would urge that the
tax base be kept as broad as possible. A sales tax should
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be placed on virtually all final or consumption sales.
This bill exempts most services. SB 395 exempts food
and medicine. Whatever version is finally arrived at,
it should be a sales tax that would very clearly tax
most final sales. To go further with special exemptions
and loopholes will erode the tax base at the outset and
will set the stage for further erosion over time.

From the provisions of the bill and the comments by
Senator Crippen, Senator Crippen expects the receipts,
or the money, to start coming in more rapidly than is
possible to accomplish. This is a very major tax

and there will be as many as 35,000 separate accounts
they will be working with. Rules for operating such

a tax will be a very complex matter. We will have to
develop a new, comprehensive, automated system to account
and administer these receipts. From that standpoint,

he thinks it is absolutely unrealistic to think they can
make such a comprehensive tax effective any earlier than
a year from the time that final approval is made. He
would urge that whatever version is finally arrived at

that it would include a referendum at the next general
election.

Tom Ebzery, attorney from Billings, and a member of the
Montana Forward Coalition, gave testimony in support

of this bill. The Coalition had a comprehensive tax
study completed by Miller and Associates and they made
a number of recommendations, including a 4% sales tax
to be devoted fully for property tax relief. Senator
Crippen's bill accomplishes much of what the Montana
Forward Coalition study attempts to do.

Senator Eck, Senate District 40, gave testimony in support
of this bill. She came to this session convinced that
early in the session we would start addressing the fact
that we need a couple of major tax packages and one

should be based on a sales tax and another based on

income tax. She had never been a proponent of a sales

tax but has always argued it would be possible to develop
a sales tax that 1s not regressive. She doesn't think
this quite hits the mark but she still thinks it is
possible. She thinks the question of what to tax has

been addressed fairly. She 1s sure they will have a lot
of requests for exemptions and is not sure if you put

this to the people, if you can really get by with taxing
food. She thinks that needs to be addressed. The property
tax relief still has a good deal of regressivity in that
it proposes two-fifths or 40% of the tax relief to house-
hold residences, whereas those are the people that pay
most of the tax. She agrees with Dennis Burr, where it is
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attractive to take off all the residential relief, you
do have a problem and will especially have a problem
with school elections. She agrees personal property is
best addressed in one class. Her biggest issue is with
the credits. She doesn't think they are enough and
that the most appropriate way of addressing regression
is through a system of rebates where every taxpayer, no
matter what the income, would be given rebates equal to
the amount that a poverty level person would pay.

OPPONENTS: Don Judge, representing the AFL-CIO, gave
testimony in opposition to this bill. He said the vast
majority, 90%, of Montana's economy is uncontrollable by
the state of Montana. If we were in the position we were
in in 1980, we would not be facing a sales tax. This bill
would provide approximately $253 million in property tax
relief. Of that property tax relief, $149 million goes

to business, commercial and other property. Residential
property taxpayers would be receiving 40% of the property
tax relief that is being granted in this bill, with total
elimination of residential property taxes. But, in fact,
this is a cleverly disguised bill to provide industrial
property tax relief and to shift the burden of that relief
to the residential taxpayers of this state. As an example,
in 1985 the property tax on a $50,000 home in Missoula

was $603. A 5% sales tax, excluding drugs and food, would
cost a family of four $696. You would not be reducing tax
on that family, you would be raising taxes on that family
by close to $100. Adding the fact this bill is taxing
food and drugs, there are higher increases on the tax
burden on that individual family. As we address the bill,
it does provide some exclusions; it excludes things like
services of lawyers, doctors, stockbrokers, etc. It does
include the services people have to do like laundry, dry
cleaning, and things of that nature. The AFL-CIO has long
stood in opposition to a sales tax as we do not believe
you can design a sales tax that is progressive, parti-
cularly when the intention is to shift the burden from
business and industry over to the people who are just
average working taxpayers. 83% of the sales tax would be
paid by the working people in Montana. He would agree that
any issue of a sales tax should go to the people for a vote.
This is not a 5% sales tax bill, but with the 1% local
option and the other 3% that has already passed out of
this house, there are some areas of this state that could
end up with a 9% sales tax. If this bill passes, he would
suggest that any measure go to the voters in 1988 as

it is the most appropriate time to do that. The turn-

out of the voters will be the best, and it will save the
expense of going to an earlier vote on this issue.
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Chester Kinsey, representing the Montana Senior Citizens
Assn., a member of the Montana Low Income Coalition and
the Montana Farmers Union, gave testimony in opposition
to this bill. 1In all cases, the unions he belongs to and
the associations he belongs to, have taken a stand
against a general sales tax, a sales tax that affects
daily living. He objects to this on the grounds that

it is regressive. His operation is one that spends a
lot of money and does not make much money. In addition
to that, he would have to figure out how to collect a
sales tax and pay it out of a U-Pick operation. It will
be a tremendous increase in taxes. A sales tax will
affect our whole operation because most of the things

we buy are included in this sales tax. This gives a
huge tax break to many businesses. Railroads will get

a tremendous break out of this and the railroads have
never been very good to Montana.

QUESTIONS FROM THE COMMITTEE: Senator Neuman said the
problem that occurs to him with a sales tax is there is

a significant shift from the areas of the state that

are presently paying the tax, which is the rural counties
with property tax, to the urban counties. Somewhere in
excess of 65% of the sales tax will be paid in counties
like Mr. Van Arsdale's county. He asked Mr. Van Arsdale
how will the people of your county feel about now paying
for services in rural counties to the tune of 60%, which
is about what the shift will be for those people.

Jim Van Arsdale said the redistribution of the tax load
has to be equitable. They would be dissatisfied if
they didn't get a fair shake. They all realize the
overwhelming load and as was indicated by I-27, they
expect and want some property tax relief. That has

to be addressed by this legislative group.

Senator Mazurek would like to ask about the credit
proposal. He referred to page 3 of the summary furnished
by Senator Crippen, attached as Exhibit 1. The total
rationale for exemption of food is to try to eliminate
some of the regressivity people with lower income will
experience with paying more per income on food and drugs
and so forth. He has heard of the credit idea being
used in the past. The example given on page 3, a family
of 4, with an income of $10,000, which he would assume
would spend all of their income on necessities, will get
a $96 tax credit, having paid $1900 in taxes. It does
not seem like a fair trade off and possibly we should be
looking at exemptions as opposed to credits. He asked
Senator Crippen to respond.

Senator Crippen said the credit is designed primarily
for low income. What we should look at in the area of
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the credit method, is after determining what the level
should be, that people at that level and below would

be at least a wash, that they wouldn't pay. The point

he wanted to get through a credit,was as we go along

up the ladder of income, that the credit diminishes
because the more income that you have, the more you can
spend on the non-necessities and those are the people

that should be able to afford the tax. As far as the
exemptions are concerned, we have a bill like that and

he wanted to give this bill an entirely different approach.

Senator Mazurek said we are hearing a lot of economists
talking these days about the shift to a service-oriented
society. Why is it, given that, you have not included

this tax on services as well as retail sales. Professional
services may be an appropriate subject of a sales tax.

Senator Crippen said that is a good question. Certainly
you can add that. Some states do. From our research,
most states do not and the reason is the complexity

of administration.

Senator Mazurek asked if he had any idea of what the
inclusion of services might do to this in terms of a
dollar amount. '

Senator Crippen said roughly you are looking at about
$10 million.

Senator Hirsch said workers and businesses are leaving
the state of Montana and the statistics do bear that out.
Assume those workers and those businesses are going to
states that have a sales tax, because 45 states do have
a sales tax now, how do you explain that fact. He asked
Don Judge to respond.

Don Judge said the fact of the matter is there are at
least 30 other states in this nation going through the
same type of problems Montana is going through. Most

of the states have a sales tax and thelir economy is just
as bad as Montana. The fact of the matter is a national
trend, established by Congress and the administration,
has shifted our employment to foreign countries.

Senator Hirsch said he realized that but nevertheless
workers and businesses are leaving this state and probably
are going to a state with a sales tax.

Don Judge said the coastal area is doing better but the
central part of this country is falling apart.
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Senator Crippen closed.

ADJOURNMENT: The meeting adjourned at 10:00 A.M.

by , ~
- Pt P
ot 47/(’ Ayt //):— J»{’ rud 42 £t

'SENATOR” McCALLUM, Chairman

ah



ROLL CALL

TAXATION COMMITTEE

Datef%fz/’b€;7

" 50th LEGISLATIVE SESSION -- 1987

NAME

PRESENT

ABSENT

EXCUSED

SENATOR

CRIPPEN

SENATOR

NEUMAN

SENATOR

SEVERSON

SENATOR

LYBECK

SEWATOR

HAGER

SEHATOR

MAZUREK

SENATOR

ECK

SENATOR

BROW

SENATOR

HIRSCH

SENATOR

BISHOP

SENATOR

HALLIGAN,

VICE CHAIRMAN

SENATOR

McCALLUIM,

CHAIRMAN

NSRS ANESEAN RN AN

Each day attach to minutes.



o DATE 3 /=57 )
COMMITTEE ON ‘ //’ /’f
| s -
( VISITORS' REGISTER \zf) D20
| NAME REPRESENTING BILL # Suggiit 8;;05
~<77 //(ﬂ’z/ ,/[/7:/7 720, /7/ /—26_'/\ 353 L
L K-:/,:w\ ,\ ). anc MY cTBTE p“,, re N \\/
*‘]/ i L/a/ " /‘) F 3 l’//i - (7,7, = / // s 227 L—
/;/ Zvﬂ/hﬂhf\ @1/’1/’9 Y22l #age10.9g llfﬂrd/(‘ R 1/74_,—
(pnie ¢, /mze MT Fouvard Coatr bpm 17375 |V
Lo pnis Loxy M R e
i (oo ///ﬁ N Ap—— T H lo AW pthol 2= 7
~ “‘\/ Cony '\* é_b N ng oy ‘i'_é;a,..«;fo.e.\ 40, "
}/ ) y noe 2 <
(V. Lm / U‘iwii«{« o Libed Tl 7 Oomn e | 33y | N\
SA S DA it/ A e (225 | »
_—( (\//uu (’J\emclw ef/éfh Qe_f: ofl ftucvuu< 333

C/—)ppu

S,

Comm _or 5

ey 227 [
’(Cj”kiibt” 1es ;HT ('Q”félti C()[L[/f 1N %73 ’j ){
(coone V.. ot F ./I ot R %
Y,




. *SWTRTO UTe}ISD JO
JUBWISNIpPe I0 SOUBMOTIRSTP-~3TPoI> xe3 L3zadoxad ,szxajuay

*L3ITTIqQI6TI®-~3Tp230 Xel LA3jxddord ,sad3uay
*SUOTITUTIOP--3TpPaxd xe3 Ajasdoxd ,sadjusy

‘pred xep3 9sn pue ssIes I0J ITPaID

*STeTOTJJO Xe3 I8Y3l0 Y3ITm UOTIRWIOIUT JO dbueyoxzy
"UOTIRWIOJUT JO UOTIOII0Xg

*sa1ny

"UOTILIISTUTWPY

*SUOTIDSTIOO Xe3 9sn pue saTes
T1e393 uotido Tedol @sodand tetroads jJo uor3iNQrIlISIA

‘jusujzedap JO 3[OI--sSaxe3} asn
pue sales [Te3ox uorjido Teo0T JO UOTIPIISTUTWPY

°xe3l asn
pue saies [Te3ax asodand teroads jo 9sodand orvjroads

“xe3 asn pue sates 11e3ax asodand (eroads jo ajey

*xe3 9sn pue sares [re3ax uotido Teool
asodand tetoads Teadax xo 3sodur 03 paxTnbox uorjoolm

*93ex Xp3 uUoTIdo TEOOT uUOo JITWIT

xe3} ©Sn pue sayes [rejax uorjdo Teool asodand Teroads
*3UNODOR Xe3 8SN pur SaTes [Te3lay
sIouPPWAPSTW B I3TPop AQ 30® JO UOTIETOTA
*SUOT3IPITWTI] JO poTIdd

*S3UBWSSISsSe sSnoauoxay

*sjuexaem xeg

*s9res sutryoew burpusp

*s3twrsad juswied 3o9xTQ

-juowssassy Apaedoap

*puog

-ssauTsng JO aTes

JdTLIL

18
1s
6V
ay
8v
Ly
Ly
24

9

114

sy
SV

144
24
€p
24
[44
(44
(44
184
114
8E
LE
9t
9¢

Iovd

0s
6v
8y
(A4
9
St
144
134

[44

144

oy
6€

8¢
LE
9¢
S€
ve
€L
[42
1€
0t
62
:14
(X4
9z

NOTIO3S

(3}

SENATE TAXATION

/

EXHIBIT NO

DATE. 3 -7/~ 57
BILL N0..S-8.3 33

*spI102ay

‘juourjzedap AqQ s3eWTISS UO paseq JUSWSSISSY

*sar3ireuad TTATD
*suoTsuajIx3

"S3juUnodde 91qrIoATTOOUN
*suorssassodoy
*saseyoand pauanioy
*juswisn{pe 1aTeap--uanjax sxateap Auedwoodse 03 Jusuwdeyq
*saateap Aq suanioy

*pairqryoxd xe3l jo uoridiosqy

‘uoT3IOBTTOD

*S8300T313180 uor3ldwaxy
"UOTILD0ADI--UOTIRIFSTHIT JO S33LOTITIASD
*SI035PIJUO0D

*saateoq

-asn
Teuosxad o3 Ajzedoad Teuosasd arqrbHuel JO UOTSIDATA

"Xe3l 8SN--33B3S OJUT SSBUISNG IO 20UIPTSax mCﬂ>OZ

*S®SeD ure3lILD
ur xe3 asn jo A3rr1qenriddeur 0 A3TrIrqesTrddy

*@3e3s Idyjoue ur pyed saxe3z 103 ITPIID
ssuotidwaxy

*$dATIPI9d00D IBUNSUOI--Spaadsoad $50I19

*xe3 8sn jo uorirsodul

*xe3} sares 3o uor3rsodur

*LG~1 SUOT3IODOS UT pPasn SwId3 JO SUCTITUTIISQ

«*30V Xel 8sn pue sales [Te3Iay, -8T3ITI 3II0YS

dTLIL

NOILD3s A€9 €E€f €5 J0 XIANI

33
1€
123
(3
(1]
62
62
8z
Le
(X4
9z
ve
1 ¥4
6T

L1

L1
9T

ST
ST
(44
T

0T

govd

ST
ve
€z
[44
1Z
0z
6T
8T
Lt
91
st
| A
€1
[

11

01

[4
T

NOILD3IS



*obep3juddIdd 91QqexeI~-U0TIdTIISOpP~-=~
A310doad uod3IINOI SSLII--VOW'bPI-9-G1 UO13IDIS puowy

*0br3jud019d 91qeXRI--uU0TIdTIDSIP~~
A3aodoad ud93ITYY SSeTI--VOW'tPI-9-ST UOTIDIS puawy

*abejuasiod arqexel--uoyr3zdiaonsap
--A310doxd DATBM3 SSETD--VONW'ZPI-9-GT UOTIIDBS pudwy

‘obejusoaad ajqexel--~uoridraosap
-~A3a9doad uoadT® SSPID~--VOW'TPI-9-G1 UOT3IOIS pudwy

*opejuadaad a[qEXxe3--UOTIATIOSIP
—-A312a01d u8) SSETD--¥IW'0F[-9-GT UOT3IDIS pudwy

*oberjussaad ayqexe3--uo13d1IdSOP
--A310001d DUTU SSBID--VOW’G6ET-9-S1 UOT3ODS pudwy

*9bevjuaniod argexel--uor3drIdsSaIp
~--Aj3a9doxa 3Fyb1o SSETD-~VDK'HEI-9-GT UOTIDIS pusduy

*obejusorod arqexej--uor3draasop
~-A312001d UDABS SSEID--VIN'LETI-9-61 UOTIDODS PpuUdWy

*obejudoiad oryexe3--u0T3draos Op
--A319001a INOJ SSPID--VOW'Pt1-9-GT UOTIOVS pusuy

*abejuaniad srqexe3l-__uor3drIosop
--f319doad 98ayly sSSPID-~VDW'ELT1-Y-GT UUTIDIS puowy

*SUOT3ITUTIBQ--VOW'I0T-T~GT UOTIDDS puauwy

*9nssT puoq jo uncwe
Uo SUOTIPITWIT--VIN’90P-6-0¢ UOIIDIS puduy

spozraoyane spuoq
30TIISTP TEITASOH--YOW'TEIZ-PE-L UOTIDIS pudwy

‘paiinbol uor3loale--spuoq ansst 03 Ajrredrorunu
103 UOTIPZTIOYINY--VYDW’LUT~TE-L UOTIDOS puduy

*paarnbal uor31NaTd--SpuUOY DNSST O3 AJUNOD
103 UOT3IRZTIOYINY--VDh'YUT-TE-L UOTIOIS puowy

sosodand [euor3leo1d31 pur ‘1e100S
‘{ean3Ind snOTIRA I03 $50uUpo3Iqopur fTedidtunu
J03 UuOTIRZTIOYINV--VIR'pulb-YI-L UOTIODS puoduy

rsosodand yaed

103 SS9UPIIQIPUI~-~YOW‘LZET~9T~-L UOTIOOS puduy
"S901A10s snq optaoxd o3

;SOUP93IQOPUT U0 FITWTT--VOW'CUFb-pT-£ UOTIIDIS pudwy

*pezrIoyjne spuoq buipunjolx pue
S3uSwWoarbe buIPUNIBY--YOW‘SZSZ-PI-L UOT3IDOS puduy

d1LIL

16

06

68

L8

LB

98

S8

1Z:]

08

8L

vL

€L

L

1L

1L

oL

69

89

L9

dovd

06

68

88

L8

98

S8

V8

€8

(4}

18
08

6L

8L

LL

9L

SL

ve

€L

L

NOILOAS

*PTOA SS®OX3--panssy spuoq
JO 3JUNOWE UO SUOTIBITWIT--YOW’PZSZ-PT-L UOTIOSS puduy

*Ssaupaiqopur
puoq uo UOTIRITWIT~-YOW’9EZ~PT-L UOT3DdS pudwy

-wo3sds seb Teanjeu jo uor3zrstnboe 103
§53Upajgapur U0 SUOTIRITUTT-~VOW'E€O0TH-€T~L UOTIDAS pudury

*swajysds Iomds pue I33eMm 03
butjerax suorstaoxd 1eT108dS--YOW'Z0ZY-L-L UOTIDIS puodwy

“sSaupd3qapuT popuoq
3O 3Junowe UO UOTILITWIT--VYOW'TOZP-L-L UOTIIBS puduy

*SS3UPOIqOPUT popuoq
3O junowe U0 UOTIRITWTI--VOW'E0ZZ-L-L UOT3IDOS puduy

*ssoupa3jqoapur A3unod
JO Junowe U0 UOTILITWITI-~YOW’TOTZ-L-L UOTIIDIS pudury

*swo3sAs I9M3dS 10 ID3pM 10J SSIUPIIQOPUT
TeUOT3ITPPR I0F UOTILZTIOYINY--VIW'BOT-L~-L UOTIDAS puswy

*S3TUN Pajepriosuod A3unoo-A310 103 spuoq
JO Junowe JO UOTIPITWIT--YIW’[OT-L~-, UOTIDDS pudwy

vrmCOqumMumouQam pue sjo26png KAouabiowd
JO junowe Uo UOTIeITWIT~--VOW‘PSZH-9-, UOTIDDS pudwy

*sTseq Ysed e uo ssauisng Tedrotunu
3ONPUOD O3 UOTIRZTIOYINY--YIW'TZIP-9~L UOTIDOS pudwy

*sTseq ysedo e uo ssautsng Ajunod
300pUCd 03 UOTILZTIOYINY--YOW'TTIZZ-9~L UOTIDAS pudwy

‘UOTIeITWIT--SSaUPIIqapUT
INDUT O3 UOTILZTIOUINY-YOW!TZET-E-L UOTIDAS pudury

*S9TIUNOD 3O UOTIRDITITSSRID-~VOW'TITZ-T-L UOTIOIS puawy
*spoad0o1d JO UOTIEOOTTR--3UNODOR XP3 3BSN pue SdTeS
‘wrTe(d jyO0 [eiusap--3Tpaird xe3l Kjzedoad ,sasjudy

‘wrerd jo jooad--31paxo xe3j Ljxadoad ,sasjusoy
*SUOTIRITWIT~-3TPaIO Xe3 K3asdoad ,sasjusy

*3oT17131 30 uorieindwod--31paxo xe3 Ajxadoad ,saazusy
©JOTT19X 3O wio3--3Tpaao xe3l Ajzxadoad ,sasjusy

*@3ep bUTTTF--3TPox> Xe3 A3zsedoad ,saajudy

dTLIL

99

s9

S9

v9

€9

Z9

19

19

09

65

8s

86
9s
SS
29
14
12
€S
zs

Zs

Jovd

. /

EXHIBIT NO

SENATE TAXATION
DATE__

o
~

)
pte]

L9

99

S9

v9

€9

Z9

19

039

69
8s
LS
9s
SS
rs
€5
Zs
1§

NOT.LOIS

BILL N0O2B 333



-ebrjuaoxad 9r1qexEP3l-~UOT3dTIDSOP
--£f319doxd XTS pue 8ATJ SSe[I--9€T-9-GT DPUP GET-9-GT SUOTIoOs Teadoy

£901 NOILDIS OL SLNIWANIWY

*sa3ep 9AT309339

*A3TIOU3INY JO UOTSUDIXF

*SUOTIONIISUT UOTFLOTITPOD

sosneild buravsg

CAJITTILADADSUON

SOt
SOT
yoT
vot

vot

1=

OVd

€11
(AN}
T1T
011
601

NOILDUS

‘wnwIXew JO SSIOX@ UT 8NSST puoq 103 Juowddabe
A3TTTI0R] TRTIISNPUI--VOW’LOP-6-0UC UOT3IDOS TrodOY

‘oAl0S581
yseo punj aoueInsul--yoW’SUT-6-0Z uUOT13dds Teodoay

‘wo3sds Ajrsasatun
Yyl I03 AADT XBL--VOW'SO0T-0T-SI UoT3idDas Teoadoy

*SpUNJIdI--SJUDWSSISSY~-~VOW’‘PUB-§~-T8 UOTIDOS puduy

*SpUNIDI-~SI9UMO ddaYs JO UOTITIOd--SIDUOTSS TWWOD
A3UNOD 3O A3ING--¥OW’'SUE-L-8 UOT3IDOS puduy

-aaoys
Uo 933 ©sSUBDTT] BITAPD I0d 2I1TNDHOI 03 pPoO33FTwaod
SIOUOTSSTUWOD AJUNOD-~YOW'EUE-L~k UOTIDOS pudwy

: ss10300dsur Ajunoq
~~S9TIUNOQ U0 UOTILITWUTIT--bBurjudsoad 103 owry
--s5u0T3139d 3O SIBUDBTIS--~-YOW'Z0Z-L-18 UOTIDOS pudwy

*sTewrue Axojepodd UO S8IIUNOQ
103 AAd®T AJUBROD--YIW'I(GZ~L-18 UOTIODOS pudwy
*spooooad

30 3ITS0GdP--AATT--VOH’60Z~9-14 UOTIODS pudwy

*spaadoaxd
30 3150d8pP--AADT--YOW'V(Z-9~18 UOTIDOS pudwy

‘puny TeTo0dS--AADT--VOW'VLT-9-18 UOT3IDDS pusuy
*30bpng 92ueINSUT TOOYDS

*suntwoad Aed o3 Aaaf xe3
UOTSTATPQDS TeOTI3TT0d-~-VOk'ZIZ~6~-¢ UOTIDOS puswy

‘pie uorjeziTenbs® 93e3S 103 SNUBABI
PUE JO UOT3ITUTIOU-~VOW'(FE-6-0Z UOTIDDS puduy

*sjuluslels
3oedut TRUOTIPINPI--VOW’' H0¢-T-UZ UOTIOOS pudury

*obejusdiad olqexe3--uor3drIosop--~
A310doad uod30UtU SseID--VYOh'er[-9-G1 UOTIDOS pudury

sobriuodand VIGUXL3~-u03dTIDSOP—-—
Ajaodoad ULOIYDLTD SSBTID--VYDW’'BPI-Y-GT UOTIOOS pudwy

*obrjuvnaod OIYEXU3-~u0T3dTIDSOP -
A3aodoad UVLIXIS SSeTD-~VOh'9VT-9-G1 UO}1300s5 puouy

ATLIL

(408

voT

vot

101

001

66

66

86

L6
L6

L6

96

14

£6

£6

45

6

aovd

SENATE TAXATION

EXHIBIT NO.

@
[}

T

901

s0T

vot1

66
86

L6

96

S6

43

to

<6

1o

——

3-/1-87

DATEL

NOILDIS

&

333

S.B.

BILL NO



*SuYerd ure3Ias jo
Judswisn{pr I10 8supPMOTIESTP--3Tpaxd xe3l K3zodoad ,saojuay

*&3T11qI6TI9~--3T1p210 xe3 Ajradoad ,siasjuay
"SUOT3TUTJOP--3Tpa1d> xe3 KA3jxedoad ,sisjuoy

-pred xe3 9sn pue sSo[es 103 ITPaID

*STPTOTJIO XPY I9Y3O Y3ITM UOTIPWIOJUT JO obueyoxdy
‘UOTIPWIOIUT JO UOTID93FO0Ig

*satny

TUOTIPIISTUTUPY

*SUOTIDITIOD XBI BSNn pue saTes

T11e3ax uorido 1eool asodand teroods Jo uoTINQTIISIQ

sjusw3iiedop jo 3[oI--Saxe3l asn
pue safes [TE3aI UOT3IdO [POO[ JO UOTILIISTUTWPY

*xe3 asn
pue sares rre3ax asodand Teroads jo asodand ov3yroodsg

*xXr3 9sn puv sa[es (1e3ox osodand Terooads jo ajey

*xP3 9sn pue sotes [re3ox uorido reoor
asodind yerodods yeadox Jo dsodwr o3 poxrnbox uorioolg

“93ex xvy uorido Tvdool uUo ITWIT

*Xe3} 9sn pue safes 1Te3adx uorido Teool asodand Teidads
‘3unodoe Xe3 ISN pue safes [rejay
sIouvaWSpPSTW ® I9[eop AQ 3o IO UOTIB[OTA
*SuUoT3IP3ITWIT 3O potriag

*S3UDWSSISSE Snoauoxay

*sjuexIem Xel

*saTes autTyovw burpuap

*s3Twaad juauded 3o0x1qg

*juadwussassy Apaedoap

" puog

-ssaursng jo 9[es

3TLIL

15
15
6F
8y
[:24
Ly
Ly
9V

9y

Sv

S¥

[fs]
«

|44
(34
|34
£y
(44
[44
(44
184
v
8¢
LE
9¢
9¢€

dovd

0S
(14
:R4
Ly
9t
St
|44
[ 44

[44

144

ov

6¢

8¢
LE
9€
SE
ve
€t
(43
T€
2%
62
8¢
LT
9z

NOI.LOIS

*spx0ooay

*juaunaedap Aq 23PwWIIS® UC pasSPq JUSWSSISSY
*sorateuad TTATD

"SUOTSUdIXT

*sjunoode 91qT3ISaTTodUN

*suorssassodoy

*soseyoand pauinioy

*juswisnipe I39Ted9p~-uIn3lax sidtesap Auedwodde o3 jJusudeg
*sxoTeop Aq suanioy

*pa3rqryoad xe3 jo uoradiosqy

*uo0I309710D

*S83eDT1313330 uoridwaxy
"UOTIRD0ADI-~~-UOTILIISTHIT JO S3ILOTITIId)
*S30325vI13U0D

‘sioa1eoq

rasn
Teuosxad o3 £31adoad Teuosisd S[qTHuUR] JO UOTSIDAIQ

*Xe3 9SN--23P3S OjUT SSBUISNQ IO SOUIPTSSI BUTAOK

"S9Sed uUTe3IISBD
ur xe3 asn jyo A3r1rqeoriddeur xo A3rrTrqesTiddy

*93e3s zayjoue ur pred saxe3 I03F ITPIID
*suotidwaxdy

*s59AT3e19d00D IBWNSUOD-~Spaaddoxd $5019

*xe3 9sn jo uorirsodur

‘xe3 sares 3jo uor3itsodwl

“LS-T SUOTIODDS UT pPasn SwiId3 JO SUOTITUTISA
» “30V XPL 9S pue sayes [1e39Y, -I[ITI ITIOYS

dTLIL

NOILOIS X8 €£€ €S 40 X3IANI

24
f’l

7

€€
1$3
T€
133
113
62
6C
8¢
Lz
Lz
9z
ve
184
61

L1

L1
9T

ST
ST
[49
1T
0t

qoV

e
Ty 1T
ON LigiHx;
NOLLYXYL 31vNas

sz
vz
[ X4
44
1$4
0z
6T
81
Lt
91
ST
v
€T
Zt

TT

01

4

T

NOILDJS



£8e 2y 0N T

- LF TR g

el
7/ ON LIgIHX3

NOILYXYL 31vN3S

*obejuddrod arqexe3l--uor3drIosop--

L310doad uUDD3IINOI SSPIN--VOW'PbI-9~-GT UOTIDOS pusduy 16 06
‘PTOA SS20X2--pOnSsT spuoq
robejuodrod 81qexel--uoT3dTIOSOpP-~ JO Jjunowe UO SUOTIRITWITI--YOW'PZSZ-pT~L UOT3IODS pudwy 99 1L
A310doad u203ITY3 SSPID--VOW'EFT-9-GT UOTIOSS pusuy 06 68
*$50Upd31qopuT
*abrjuodied orqexXel--U0I3dTIOSIP puoq U0 UOTIBITWTIT-~YOW'9ET-bT~, UOTIDOS puduy 99 0L
--A310doad oaTom3 SSeID--YOR'ZP1-9-S1 UOTIOBS puduwy 68 88
-u23sds seb Teanjeu jo uotryTsinboe 103
obejusdiad afqexel-~uot3zdraosop SS3UP3IqOPUT UO SUOTILITWIT-~VOW'E0TP-€T~L UOTIODS puaury S9 69
--A319doad uaA31d® SSEID--VOW'IPT-9-G1 UOT3IDdS pusuy L8 L8
*SwIISAS IoMOS pue Ia3pm 03
‘obejusolad a1qexe3l--uorjdiaosap purjersx suorstaoad Tero3dS--YOW‘ZOZH-L-L[ UOT3IDDS puouy $9 89
--A310a00ad ud3 SSEID--VOW‘0pPT1-9-GT UOTID8S puswy L8 98
*S§S2UPO3IQOpPUT papuoq
*sbejuasiad arqexel--uoridradssap JO junowe UO UOTILITWIT-~-¥YOW'TOZh-L-L UOTIDOS pudwy $9 L9
--A310d01d BUTU SSPID-~VOW!G6EI-9-ST UOT]O8S pudwy 98 [X:]
*SS2UPOIQIPUT pPOpuoq
-abejusdiad a1qexe3--uor3idriaossp JO junoure UO UOTILITUTT--VOW'E€0CZ~L-L UOT3IDOS pudwy €9 99
~-Aj19doia 3IybTa SSEID-~VYOW’HET-9-GT UOT3IDAs pudwy S8 ve
*ssoupojgapur Ajunod
*obejuadiad dryexel--uoT3dTIOS P 30 junowe U0 UOTILITWIT~~YOW’TOTZ~L-L UOTIDAS puswy (4] s9
--A310001d UIADS SSLID-~YOW'LET-9-GT UOT3IDIS puduy ve €8
*swo3sAsS JI0MOS 10 IDIPM 10 SSOUPIIQOPUT
*obrjusdiod 9TYLXVI~--uOTIdTIOS OP TeUOT3ITPPE IOF UOTILZTIOYINY--YIW'BOT-L-L UOTIDIS puswy 19 v9
~-A310d01a IN0O3 SSPID-~VDW'PET1-9-GT UOTIDOOS pudwy 08 z8
*s3tTun pejeprrosuoo A3unod-A3To X103 spuoq
*obejuaniod oTqexe3i_-uor3driaosop 3O jJunowe JO UOTILITWIT--VYOW'LOT-L~-L UOTIDIS pudwy 19 €9
-~A31adoad 98ay3 SSPID-~VYDW’‘EELT-9Y-G1 ULTIDIS pudwy 8L 18 :
~rsuoTjeTadoadde pue s3abpnq Aouebisud
*SUOTITUTIBAU--VOW'T0T~T-§T UOTIODS puduy Ve 08 JOo junowe Uo WOTIBITWIT--VOW'PSZh-9-L UOTIDOS pudury 09 29
*ONSST puocq 3o junowe rmﬂmma ysed e uo ssauisng fedrorunu
UO SUOTIBITUTT--VON'G0UP-6-02 UOTIDIS pudmy €L 6L 30NpUCd 03 UOTIBZTIOYINV~-VOW'TZIV-9-L UOTIODS pudwy 65 19
‘pozraoyane spuog *stseq yseo e uo ssautrsng A3unod
30TI3ISTP TeITASOH--YON'TETZ-bE-L UOTIDOS pudwy L 8L 32Npuod 03 UOTIeZTIOYINY--YOW’TITZZ-9-~L UOTIDSS pusury 8S 09
*poainbox uorjos[d~-spuoq anssT 03 A3Trediorunu ‘UOTIRITWIT--SSdUPIa3qapPUT
103 UOTIPZTIOYINY--YOW’LOT-TE-L UOTIOVS pudwy 1L LL INJUT O3 UOTIBZTIOUINY-VDW'TZET-E-L UOTIISS pusuy 8s 65
‘paarnbaix uor3da(O--SpUOY dDNSST 03 AJuUnod "S8TIUNOD JO UOTIRDTITSSPIO-~YOW'ITIZ-T-L UOTIO8S puauy 96 8s
2103 UOT3RZTIOYINY--VYDW‘Y(UTI-TE~L UOTIDDS pudwy 1L 9¢
*spe9201d JO UOTIRIO[E-~-3JUNODDER Xe} 88N pue safes (£ LS
*sasodand TePUOT3ICOIDII puv ‘1eTOO0S
‘TeIn3TRD SNOTIPA 103 SSOUPDIGOPUT TedidTunu ‘wreyd 3O TeTULpP--3TPaID Xe3l Ajradoad ,sisjudy 129 95
I03J UOTIPZTIOYINV--VOW’'puTy-Y1~-{ UOIIDOS pudwy 0L A
"wrero 3o jooad--3TP3xd xe3 Ajrodoad , §I93UdYy X+ (<1
*susodand yaed
10j SSOUP®3qEPUI~-VDW’LZEL-9T~L UOT3IDOS pudwy 69 VL *SUOTIeITWIT--3TPaId Xe3 A3rxddoad ,sis3udy S bs
-5001a20s shq opraoid 03 *39TT3X Jo uoriejnduod--3Tpard xe3 L3xadoad sasjuay £S €5
;SOUPaIQOPUT UO FITUWIT--VIW'ZUVP~bT~L UOTIDOS puowy 89 €L
“JOTI9x JO wiojy--3Tpa1d xev3 L3aodoad ,saousy [4] [49
*pozTtioy3ne spuoq buipunjox pue .
S3udwadibe bUTPUNIBY--VOW‘SZSZ-FI-L UOTIDOS pudwy L9 zL ejep BUTTTI--3T1Pd1d xe3 A3jzadoad ,sI1a3udy zs 1s
FILIL @ovd  NOTLOWS aTLIL VL HOTLIIS



ON Tug

1va
/ ON Ligitxg
AR U TITVER

‘wnuIXew JO SSOOXd UT 9NSST puoq 103 juswddibe

A3TTYOU] TRTAISDPUI-=VOW’/LOY=-6-0C UOT3IDOS Trddoy vot 80T
*2AIDS01
Uyses punj a2upINSUI--YOW'SLGT-6-0Z UOT3Dds feddoy vot Lot
cwo3sds Ajrsiaatun
2Yy3 103 AAdT XPL--VOW'S0TI-0T-ST UOTIOOS Teadoy Vot 901
"SPUNJOI-~SIUDWSSISSY~=-VOW' PUB-8-18 UOTIDOS puowy €01 50T
*SPUNJDI--SIDUMO AOOYS JO UOTITIOA--SIDUOTSS TWWOD
A3UNOD 3O AINQ-~VOk'SUE~L-T8 UOTIDOS puowy 101 vot
*aooys
uo 923 9suadl vITded aod 3aInbox o3 pojjzTwiod
SI1DUOTSSTUWWOD AJUNOD--YOW'EUE-L-TH UOTIDOS puduwy 00T €0t

*s10300dsutr Ajunoq
--S0T3UNOQ UOQ: UOTIe}TWTII--burjudosoxd 103 odwrl

--su0T3130d 3JO SIVUDLTIS--VOW'ZOZ-L-T8 UO[IDOS pudwy 66 0t
*sfrewrue Alojvpodd uo sdTIuUnog

2103 AA®T AJUNOD--yOW’IGZ-L-T8 UOTIODS buduwy 66 1071
*spovooxd

30 3Ts0dap--4AADT-~-VOW'60C-9-T18 UOTIODS pudwy 86 00T
"spaadoxd

30 3150dop--AAST-—VYOW'V(Z-9-18 UOT3IDSS pudwy L6 66

‘PUnNy [RT09dS--AAIT--YOW'VUT-9-18 UOTIIDaS puswy L6 86

*3jobpng aoueansul [ooYyos L6 L6

‘suntwaad Aed o3 KaeT xe3
UoTSTATPANS [EOTITTOd-~VYOW'ZIZ-6-C UOT3IDDS pudwy 96 96

*abejusoxad arqexej--uor3idrIssop
--A3aodoad xIs pue SATJ SSPID--9¢T-9-ST PUe GET-9-GT SuoTloas Teaday

'pTe uorjezirenbs o3eas 103 snusasx
pue 3JO UOTITUTIOU-~VOW'EVE-6-02 UOT3IDDS puduy v6 S6

$90T7 NOILOAS OL SININANIWV
*SjudWa3e]s

*S93Ep SAT3IODIIF Q01 €11 UUMQE._” TeuoT3IeoNPI~--YOW’' 80¢-1-02 Uo1309s pusuy £6 Ve

*A3TIOYINY JO uorsualxy SO0t Zi1 *obejusoaod olgexri--uot3idrIOSIpP—-

A3x9doad udO3VUTU SSETO--VOW' 'y 1-Y-G1 UOT3D08 puowy £6 £o
"SUQT3IONIISUT UOTIUDTITPOD Vot 111
. *obujuovaod vIqexLI-—uoTIdTIOSOP--
‘ogne1d buravg vOT 011 A310doad ULOIYDLTD SSBTID--VYOW'BPTI-Y-GT UOTIDOS pudwy 6 2o
"A3TTTQrIDADSUON VoI 6U1 *obrjuvoaod OTUEXR]}-~U0TIdTIDSOpP~-=
Ar30doad ULLIXTS SSCTI--VOW'9YPT-9-G[ o1 31208 puowy ey 10

d'HLI dquvd

4Tl . : govd  NOILDAS




*SwTeTOD UTP3IIBD FO
Juswisn{pe I0 8ouURMOTTBSIpP--3TPa1d xe3} K3xadoad ,saajuay

*A3TTIqUIHTITS8--3Tpa230 Xe3 A3jxadoad ,sxajuay
“SUOT3TUTIS3P--3TPa1d xe3 Ajaadoad ,sasjuay

‘pred xe3 osn pue SaTes I03J ITP3ID

*STRTOTJJIO Xe3 I9Y3o Y3irs UOTIRWIOFUT Jo dbueyoxig
‘UOT3PWIOIUT 3FO UOTIDBIOIJ

*seny

TUOT3IPIISTUTWPY

*SUOT3IOd[TOD XB3 @sn pue saTes
11e3®x uorido tesor asodand teroads 3O uvoTINQGTIISIA

"judwjizedop JO 9[0I--59XB] SN
pue sares [Te3IaI uUoTido TeDO] JO UOTIEIISTUTWPY

*xe3 asn
pue sares [re32x 9sodand TeToads jo asodand orjyroads

*xe3 osn pue sajes [i1e3ax asodand Teroads jo ajey

*xe3 osn pue sales [Te3iga uorido Tedol
asodand tei1oads tesdea xo asodut o3} poarnbox uor3loolg

*?3ex xr3 uorjdo TeOOT uUO ITWIT

*xe3 a@sn pue sates Tre3iax uorjido Teool @sodand (eroads
‘junodoe Xep3l Isn pue safes Treiay
sIouUPSWRPSTW b I3Teap AQ 30 JO UOTIETOTA
*SUCT3IEITUT] 3JO poriad

*S3UDWSSasSSe SnoauoxaI

*sjueIIeM XEl

*saTes suryovw buipuaa

*s3twaad juswled 3o00171Q

-juswssossy Apaedoar

*puog

-ssaursng jJO °8[es

dTLIL

18
1s
60
:34
8y
LY
Ly
9y

14

St

Sy

sbh

144
34
[ 34
|34
[44
[44
(44
114
184
gt
LE
9t
9¢€

aovd

0s
6v
8y
Ly
9y
114
144
|34

[44

§84

oy

6¢

8E
LE
9€
S€E
143
€€
(4%
1€
o€
62
8¢Z
Le
9z

NOILDIS

oL L /A ONig

LE =1 -F 1va
/ Ol LIIHX3

NOILYX VL JIVNIS

*SpI10ody €€ X4
*jusuzaedep Aq 83pWTISd® UO posrq JUDWSSOSSY 1€ ve
*sorjreuad TTATD 1€ |24
"SUOTSU33IXT o€ 44
*sS3UnodoP SIqridarrooun 113 1Z
*suotrssossodoy 62 0Z
*soseyoand pauanjoy 62 61
‘juauysnfpe IxaTesp--uxnilax sasatedap Auedwoode 03 Jusuwdey 8c 81
*sSI9TROp AQ SUIN3OY Le L1
*pa3Tqryoad xej jo uoridiosqy (X4 91
*uUotT329(T0D 9Z ST
"S83e0T3T3390 uotr3dwdx3y | %4 A
"UOTIRDOADI-~UOTIRIISTIDIT JO S3IPOTITIIDD 12 €l
*s3030PI3U0)D 61 Z1
*sxo1eoqQ L1 184
rasn
Teuosaad 03 A3jxedoad (ruosaad e1qrbuel jo UOTSIDATQ LI 0t
"Xp3l 9SN--93L3S OJUT SSIUTSNQG IO BOUBPTSLEI HUTAON 91 6
*Sesed uUTe3Ia8d
ut xe3 asn jo A3rrrqesrrddeur xo A3rrrqeoriddy ST 8
*93e3s I9yjoue ur pred soxe3l 103 ITPDID ST L
rsuoT3idwaxy (4 9
*saaT3eI8d0o0D IBUNSUOD~-SPasdoxd sSSOIH 1T 9
*xe3 8sn jo uor3jrsodwy 43¢ 14
*xe3} sates jo uor3jrsodug 6 €
*LG~T SUOTIOaS UT Pasn SwWId] JO SUOTITUTIA( 4 b4
« 30V xel 8sn pue sales Tre3ay, -9I313 3I0US T 1

HTLIL d5vd  NOILOds

NOILD3S X9 €£€ €S JO XIANIX



wejuvorod ojqurxel--uor3draosop--
SSOTD--VOW'bEI-Y=-G] UOIIDDS pudswy

A310doad uovnianog

sobrjuodaod O1GEXY3I--U0T3dTIOSIpP-~
A3xodoad uvou3laTYl SSUTL--VIR'tP1-Y-G61 UOTIDDS puowy

ol judoaod orgexejz--uoljzdriosap
--A3109doad OATO9M3 SSPID-~VON’'ZPI-Y-ST UOT3IOOS pudwy

obrijudsaod orqexei--uotridraosop
--A310doad UudABTd SSPID-~YIW'IPI-9-GT UOTIDOS pusduy

*obv3juasiod elqexel--uoridraosop
-~A3a0uoad uol SSPID--VOK'UPI-9-G UOT3IDIS pudwy

*abe3juadaod 3ajqexei--uoridriosap
~-A3194d01a DUTM SSEPID--YOW’6€1-9-S1 UOT3IDOS pudwy

-9bejuss10d 9[YeXP3~-U0TIdTIADSOP
~--A320do1a IYbTd SSPID--YOW'HET-9-GT UOTIOIS pudwy

*obejuediod aTqexr3--uor3adiaosop
- -A3I0G04d UDADS SSPII-~VIW’LE1-9-GT UOT3IDBS puduy

-0obrjudo10d argexe3l--uo13ldradosop
--A319001a INO3J SSPID~~VON'VELI-Y-GT UOTIDOS pudwy

*obejuddirod arqexvi--uoridriosop
--A3a23doad 92aYy3 SSLID--VOW'E£tTI-9-GT UUI3IDOS puowy

*SUOTITUTIBU~--VOW'T0T~T~GT UOTIDDS puduy
.OSWWM puoq 3jo junowe

UO SUOTIRITWIT~--VOW‘90P~6-0Z UOTIODS puduy
*pozyraoyjzne spuoq

3971351p [23TdSOH-~YOW'TETZ~-bE~L UOTIODS puouy

-poxtnboa uoT3D8T9~-sSpuoq BNsSsT 03 A3riedrotunu
103 UOTI3PZTIAOYINY~--YIW’LOT-TE~L UOTIDOS puduy

‘paarnbax uoT3IOVO[B-~--SpUOY DNSST O3 Ajunod
103 UOTIRZTIOYINY--¥OR’YUI-TE~L UOTIDDS puduwy

*sasodand [euOT3EOIDII pue ‘Terd0Ss

‘Iean3InNd snotaea IOy SS2UPDIQOPUY Tedrotunw

103 UOTIRPZTIOYINVY-~VOW'puIV-YI[~L UOTIDOS puouy
*sosodand yaved

10] SSOUpPdIYBPUI~-VIOW’LZET-9T-L UOTIDIS puduy
*S821A30s shq optaoad o3

;SDUPS3IQOPUT UO JFTWTT--VOW'ZUPP-bI-L UOTIDIS puduy

*pezTaoy3ine spuoq buipunjox pue
sS3UoWoeIbe bUTPUNFIY--VIW‘SZSZ-FI~L UOTIDOS puduy

JTLIL

T6

06

68

L8

L8

98

S8

¥e

08

8L

ve

€L

L

T

TL

0L

69

89

L9

aovd

06

68

88

L8

98

2]

£8

8

18

08

6L

8L

LL

9L

SL

Ve

€L

<L

NOILO3S

*PTOA SS30X8--pPONSST spuoq
JO junowe U0 SUOTIEITWIT--YOW'PZSZ-PT~L UOTIDOS puduy

*SsoupolIqopuT
puoq uo uoTIPITWIT--YOW‘9EZ-bT~-L UCTIDOS puouwy

rwd3sAs svb Teanjeu jo uoritrstnboe 103
$59UPa3gaPUT U0 SUOTIPITUTT-~VYOW'E0TH-£T~, UOTIDOS puswy

*swo3sAs I0OMOS pur 13jevm 03
burjerox suorstaoad 1eTO8dS--VON'ZOZP~L~L UOTIIDIS puswy

*SSOUPOIqOpUT popuoq
JO junowe UO UOTIeITWIT~--VOW‘T0Zb-L-, UOT3IDIS puduy

*S53UpDIqOpUT popuoq
3O Junowe UO UOTILITUTI--VOH'E0ZZ-L-( UOTIO2S pudwy

*ssoupojqoput f3unod
3O junowe UC UOTILITWIT-~YIW/I0TZ-L~L UOTIDAS pudwyY

*Swo3sAs I9MDS I0 I93vmM JIOJ SSHUPOIqOPUT
TPUOTITPPR I0F UOTILZTIOYINV--YIW’BOT-L~-L UOTIDOS puduy

*s3TUn pojepIOSuod A3unod-A3T1d I03 spuoq
JO junowe 3Jo uoT3IeITWlI--VOW L0T-L-[ UOTIDIS pudwy

*suotjetadoxdde pue siabpnq Aoudbrowo
JO Junow® U0 UOTILITWIT--VYOWN'PSTY-9-L UOTIOOS puduy

*sTseq ysed e uo ssaursng redrotunu
30NpUOD 03 UOTIRZTIAOYINY-=VOW'TZTV~9—L UOTIDOS puouy

*sTseq Ysedo e uo ssaursnq A3unod
3ONpUOd 03 UOTILZTIOYINY--VIW'TIZZ~9~L UOTIOIIS pudury

‘UOTILITWIT~--SSauUpPalqapuT
INOUT 03 UOTIRZTIOYINY-YDOW'TZET-€-L UOTIDIS pudury

“S9TIUNOD JO UOTIEDTITISSPTO-~VOW'ITTZ-T-L UOTIDIS puduy
*spa@ooxd JO UOTIEDOTTE-~3UNODDE X3 OSN pue sd[eS
‘wrefd jo Teruap--3Tpaxd xe3} Ajasdoxd ,sasjuoy

‘wrerd yo jooid--371paad xeil Kjrxodoad ,saojuoy
TSUOTIeITWTIT-~-3TPBID Xe3 K3aadoad ,sasjuoy

*39T19x1 Jo uorieindwos--31paxd xe3l Ajzadoad ,saajuay
“F9TI®1 3O wxoy--3T1paao xe3l A3zxodoad ,sa53udy

*@3ep bUTITI~--3TPo10 xe3 A3xadoad ,saajudy

TILILT

oy

(AN

99
99
S9
s9
v9
£9

<9

19
09
6S
89

8§
9%
SS
vS
#S
2
€S
[49
[43)

3ovd

JOAIVNGS

TL

oL

69

89

L9

99

S9

¢9

£9

[4°]

19

09

9§
SS
127
3]
s

189

HOTILOYS



*abejusoiad sTqexel~-uoridriosap
--Kk312doad XTS pue 9ATJ SSEID--9€71-9-GT PUP GET-9-GT SUOTIOds Traday

901 NOIIO3AS OL SILNIWANIWY

T593Lp 9AT3IO0333
*A3T1I0430Y JO UOTSUDIXY
*SUOTIONIJSUT UOTILOTITPOD
cosne1o buravg

*AITTIQRIVADSUON

ort
601

NOILDUYS

L0 P4 0N Tig

Lp 77~ & W

‘wnwIXew JO SS9OX8 Ul 9NSST puoq JI0j juowaoabe
A31TToR] [PTIISOPUI--VOW'LOb-6~0Z UOTIDDS [eOdOY

*OA1D501

yseo punj aouUeINSUI~--YOW’'SUI-6-0C UOT3ID0S Terodoy
*wd3sAs Ajlsaoarun

8yl x03 AAST XeL--VOW'SOT-0T~GT UOT3IDOS [eddoy
*SpUNJ9I--SIUDWSSISSY--YIW'VUB~8-18 UOTI300s puduy
*SpUN]aI--SI0UMO d3BYs JO UOT3IT30d--5I3UOTSSTWWOD
AJUNOD JO AINQ--YOW'SUE-L-T8 UOT3IDOS puduy

*aooys
uO 99J OSUDOTT eITAED 15d 91TNbOoI 03 poI3ITwiod
SIDUOTSSTUWOD AJUROD--VOW’EUE~L-Tk UOTIDOS pudwy

. *s10300dsutr Ajunoq
--$3T3UNOq UO UOTI3B3ITWT[~--burjudsoid 103 owry
~-SU0T3130d 3JO SIDUDBTS--VDW'TUZ-L-T4 UOT3IDOS puduy

*sTewtue Axojepold UO sS9T3IUNOgQ
103 AA®T A3UNOD~-YOW'TGZ~L-18 UOTIDDS pudwy

*spoodoad
30 3I1S0ddP-~AAdT~-VOW'60Z-9-18 UOTIDOS pudwy

*Spo9s0Id
30 31S0dOp-~AADT~~VOW’'V(UZ-9~18 UOTIODS pudwy

‘punj 1eT00dS--AADT~-=VIOW'PUT-9~T8 UOTIDIS pusuwy
‘3obpng oouransul Tooyss

suntwoxd Aed o3 AAa1 xXej
UOTSTATPANS TeOTIT[Od--VOW‘ZTIZ~6-¢ UOTIDIS puduy

*pte uorjezifenbe o3e3ls 103J anuaasx

pU® JO UOT3ITUTIIBA-~VYOW'EVE-6-07 UOTIDOS puauy
*sjudwalels

3ordut TeUOTILONPI--VIW B0Z-T-0C UOTIDDS pudwy
*obejuanaod olqexej--uorjdraosop--

A320doad udO3IVUTU SSRTO--VYOW'LrI~9-§T UOTIDOS puaury
*oberjuosaod vlqeiLy)-~Uo13d1IDSOP--

Ajaodoad woOybId sSRTD--VOW/EPT-Y-GT UOTIDOS puduy
*obrjuvoaod o[quxrl--u013dTIDSOpP~—

A330doad UVDIXTS SSRTD--VOW' YV I-9~GT UOIIDIS puowy

UL

3

/

‘ON 1191HX3

NCILYXYL JLYN3S

vot

tot

€01

10T

0ot

66

66

86

L6
L6

L6

96

ve

€6

€6

<o

4]

dovi

L0T

901

00T

66
86

L6
96
S6
ve

to

1o

»ﬁ: LOUS



SUMMARY OF SENATE BILL NO. 333

Allocation of Revenue: Section 57, pp. 55-56.

The allccation of sales and use tax revenue collected under

SB accomplished several things:

ENATE TAXATION
XHIBIT NO.___ /

1. The costs associated with the administration of the
sales and use tax are funded with sales and use tax
revenues. (About $5 million total: includes $1.25
million for administration; $3.75 million for refunds
for returns, breakage, etc.)

2. Elementary and high schools are "made whole" by
replacing property tax revenues likely to be lost Qith
the reduction in taxable value due to the reduction in
tax rates or exemption of certain property. In addi-
tion, sales and use tax revenue are added to the school
equalization program in sufficient amounts that the gap
between existing revenues and the revenue needed for
"zero and zero" schedules will be .closed or eliminated.
(About $119 million. This amount replaces the loss
from property tax reductions (about $50 million annual-
ly), makes up the estimated $94 million shortfall for
"0 and 0" schedules, and replaces the estimated §5
million loss to state equalization through the renter's
and general credits.)

3. The revenue from the statewide university levy of 6
mills -- repealed in the bill -- is replaced with sales
and use tax revenue. In addition, sales and use tax

revenues are added that should put university funding

"4t the level set during the 1985 legislative session =--
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before the cuts! (About $22 million. That's about $7 h$
to $9 million in addition to the amount already ap-
proved by the appropriations subcommittee, accounting
for the 6 mill revenue estimated.)

4. Revenue lost to cities and counties through the
property tax reductions and exemptions is replaced with
sales and use tax revenues allocated to the local
government block grant program. (About $94 million.)

5. All remaining revenue is allocated to the state
general fund to be appropriated as the wisdom of the
House and the Senate demands. (About $60 million in
addition to the $5 million appropriated tco the Depart-
ment of Revenue for administration and refunds.)

Special Purpose Local Option: Sections 36-43, po. 43-47

SB allows for local governments =-- cities, counties, and
consolidated governments -- to levy a special purpose local
option sales tax. The rate may not exceed 1%. The revenue
must be used for a special purpose (other than general
government operations) and must be approved at an election.

Exemptions: Section 6, pp. 12-15

Exemptions are limited in SB. The purposes of limiting the
exemptions are to make the tax base as broad as possible
(thereby closing as many "loopholes" as possible), to make
the administration of the tax as easy and efficient as
possible, and to generate sufficient revenue to accomplish
meaningful property tax reform and reductions. Basically,

Mo | exemptions are limited to sales of tangible personal proper-
St\i.\h'_ I

EXHIBIT NO._Z
pate__2 =//-87
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ty used in the production or manufacture of other property,




w

ATE TAXATION
IBIT NO.___/

which other property is subject to sales taxation at a
subsequent sale.

General Credit: Section 47, pp. 48-49

A general credit 1is provided to offset or partially offset
sales taxes paid. The general credit is based on a graduat-
ed scale, declining as income declines. The credit is based
on Hawaii's credit and is intended to reduce the perceived
regressivity of a sales tax. Under this proposal, a
low-income family of 4 with an income of $10,000 would
receive a tax credit of $96. At the 5% rate, that credit
amount to taxable purchases of $1,920.

Renter's Credit: Sections 48-56, pn.49-55

A renter's credit is allowed in this bill as an effort to
provide property tax relief to renters as well as property
owners. While residential property is exempted under the
bill as written (and amended), it is the assumption that
renters will not see a significant reduction in rents due to
the prorerty tax reductioh. Therefore, a credit of 15% of
gross rent paid is allowed on individual inccme tax returns,
up to a maximum of $400. (A renter with a $400 credit would
pay rent of $2,267 per year or $222 per month.)

Bondina and Debt Limits: Sections 58-79, pp.56-74

Because approximately 43% of the state's taxable valuation
has been eliminated, taxing jurisdictions' bonding and debt
limitations have to be adjusted to reflect the reduction.
Otherwise, those jurisdictions that were at or near their

legal, limit for bonding and debt prior to the reduction in

e B-//-87
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taxable wvalue would exceed, through nc fault of their own,
the limits the reduction in value.

County classification also must be adjusted for the same
reasons. Without adjustment, counties would face reclassi-
fication. The results would affect county officials sala-
ries, mill levies, and other aspects of county finance.

Provertv Tax Reductions: Sections 80-105, pvp. 74-104

Property tax reductions are effected by two means: (1)
reductions in taxable rates applicable to the various
classes of property, and (2) exemption of certain types of
property. Changes are as follows:

Class 3: Taxable rate reduced from 30% to 15%
Class 4: Residential property exempt

Commercial realty rate reduced from 3.86% to 1.93%
Class Exempt '

Class Exempt

Class

5
6
Class 7: Taxable rate reduced from 8% to 4%
8 Taxable rate reduced from 11% to 5.5
9

Class Taxable rate reduced from 13% to 6.5%
Class 10: Taxable rate reduced from 16% to 8%
Class 11l: Taxable rate reduced from 12% to 6%
Class 12: Residential mobile homes exempt

Commercial mobiles reduced from 3.86% to 1.93%
Class 13: Taxable rate reduced from 3.84% to 1.92%
Class 14: Residential improvements exempt

Other improvements reduced from 3.088% to 1.544%
Class 15: Rate reduced according to 4-R Act formula
Class 16: Rate reduced from 11% to 5.5%
Class 17: Rate reduced according to 4-R Act formula
Class 18: Rate reduced from 30% to 15%

Class 19: Rate reduced from 2% to 1%

HITE B I
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Revenue estimates

Based on information compiled by the Bureau of Business and
Economic Research at the University of Montana, a 5% general
retail sales tax, on goods and services and with no exemp-
tions, would generate about $352.21 million in 1987. In
1988 the figure would rise to $376.37 million, and in 1989,
revenues would be about $404.325 million.

This bill, however, exempts certain types of goods, and most
services. Additionally, the Bureau anticipates perscnal
income growth in excess of 5% per year, somewhat greater
than we are experiencing or that the Joint Revenue Estimat-
ing Subccmmittee has concluded. Therefore, some reducticn

in estimated revenues must be made.

The revenue expected from the bill is about $300 million
annually. with that expectation, property taxes can ke
replaced, schools can be made whole, education funding
schedules can be maintained at "0 and 0", local governments
will be protected, the university system will be maintained,

and even the general fund will benefit in an amount of some
$40 million annually.

SUMMARY

The impetus behind the imposition of a general retail sales
tax is a reduction in property taxes on real and personal
property. This bill achieves that goal. The reductions and
exemptions listed above total approximately $250 in property
taxes payable, (assuming constant statewide taxable vwvalue
and constant statewide average mill levies.)

The distribution of the sales tax revenues makes those
entities dependent on property taxes "whole" in most in-

stances. For some entities, the universities for example,

— 4
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F
additional revenues from the sales tax will restore funding W
eliminated from the necessary budget reductions of the last
biennium.

The state's general fund is also a beneficiary. It will
receive about $60 million under the proposal. That will
cover the estimated $20 million in credits taken under the
general credit and the renter's credit, and still leave
something in the neighborhood of $40 million for other
general government services.
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First Set
Technical Amendments

These amendments correct an oversight in the original draft.
Specifically, property in classes 5 and 6 was supposed to
be exempt in the bill. Therefore, sections 15-6-135 and
15-6-136 in the code should have been repealed, but were
not. This amendment accomplishes that repealer.

The reason that the amendments look as extensive as they do
is because the two sections being repealed affect several
other sections of the code. Consequently, those sections
need to be amended as well.

In addition, because class 5 and 6 property is exempt,
property that was in those classes must be specifically
exempted elsewhere in the code. That 1is taken care of in
the two new secticns, i.e. 114 and 115, and the amendments
to 15-6-201 and 15-6-207.

db/dw3\amends\s333na
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TECHNICAL AMENDMENT
SENATE BILL NO. 333
First Reading (White) Copy
Prepared by Dave Bohyer, Legislative Council

1. Title, line 16.
Following: "15-6-149,"
Insert: "15-6-201, 15-6-207, 15-8-111,"

2. Title, line 17.
Following: "20-9-406,"
Insert: "20-9-407,"

3. Title, line 19.
Following: "SECTIONS"
Insert: "15-6-135, 15-6-136,"

4. Page 104, line 8.

Following: "Repealer."

Strike: "Section"

Insert: "Sections 15-6-135, 15-6-136, and"

5. Page 105, line 20.

Following: "106,"

Strike: "and"

Following: "108"

Insert: ", and sections 114 through 119"

6. Page 106.

Following: 1line 13 :

Insert: "NEW SECTION. Section 114. Air and water pollution
control equipment exemption. (1) Air and water pollution
control equipment is exempt from taxation.

(2) (a) "Air and water pollution control equipment"
means facilities, machinery, or equipment used to reduce or
control water or atmospheric pollution or contamination by
removing, reducing, altering, disposing, or storing
pollutants, contaminants, wastes, or heat. The department of
health and environmental sciences shall determine if such
utilization is being made.

(b) The department of health and environmental
sciences' determination as to air and water pollution
equipment may be appealed to the board of health and
environmental sciences and may not be appealed to either a
county tax appeal board or the state tax appeal board.

NEW SECTION. Section 115. New industrial property

exemption. (1) New industrial property is exempt from
taxation as provided in this section.
(2) “"New industrial property" means any new industrial

plant, including land, buildings, machinery, and fixtures,
used by new industries during the first 3 years of their
operation. The property may not have been assessed within
the state of Montana prior to [the applicability date of

SENATE TAXATION
EXH!BIT 8o/

paTE_ I -1/~ 87

AL uA O on



this section].

(3) (a) "New industry" means any person, corporation,
firm, partnership, association, or other group that
establishes a new plant in Montana for the operation of a
new industrial endeavor, as distinguished from a mere
expansion, reorganization, or merger of an existing
industry.

(b) New industry includes only those industries that:

(i) manufacture, mill, mine, produce, process, or
fabricate materials;

(ii) do similar work, employing capital and labor, in
which materials unserviceable in their natural state are
extracted, processed, or made fit for use or are
substantially altered or treated so as to create commercial
products or materials; or

(iii) engage in the mechanical or chemical
transformation of materials or substances into new products
in the manner defined as manufacturing in the 1972 Standard
Industrial Classification Manual prepared by the United
States office of management and budget.

(4) New industrial property does not include:

(a) property used by retail or wholesale merchants,
commercial services of any type, agriculture, trades, or
professions;

(b) a plant that will create adverse impact on
existing state, county, or municipal services; or

(c) property used or employed in any industrial plant
that has been in operation in this state for 3 years or
longer.

Section 116. Section 15-6-201, MCA, is amended to
read:

"15-6-201. Exempt categories. (1) The following
categories of property are exempt from taxation:

(a) the property of:

(i) the United States, the state, counties, cities,
towns, school districts, except, if congress passes
legislation that allows the state to tax property owned by
an agency created by congress to transmit or distribute
electrical energy, the property constructed, owned, or
operated by a public agency created by the congress to
transmit or distribute electric energy produced at privately
owned generating facilities (not including rural electric
cooperatives);

(ii) irrigation districts organized under the laws of
Montana and not operating for profit;

(iii) municipal corporations; and

(iv) public libraries;

(b) buildings, with land they occupy and furnishings
therein, owned by a church and used for actual religious
worship or for residences of the clergy, together with
adjacent land reasonably necessary for convenient use of

2
SENATE TAXATION
EXHIBIT NO.___ /
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such buildings;

(c) property used exclusively for agricultural and
horticultural societies, for educational purposes, and for
hospitals;

(d) property that meets the following conditions:

(i) 1is owned and held by any association or
corporation organized under Title 35, chapter 2, 3, 20, or
21;

(ii) is devoted exclusively to use in connection with a
cemetery or cemeteries for which a permanent care and
improvement fund has been established as provided for in
Title 35, chapter 20, part 3; and

(iii) is not maintained and operated for private or
corporate profit;

(e) institutions of purely public charity;

(£) evidence of debt secured by mortgages of record
upon real or personal property in the state of Montana;

(g) public art galleries and public observatories not
used or held for private or corporate profit;

(h) all household gocds and furniture, including but
not limited to clocks, musical instruments, sewing machines,
and wearing apparel of members of the family, used by the
owner for personal and domestic purposes or for furnishing
or equipping the family residence;

(i) a truck canopy cover or topper weighing less than
300 pounds and having no accommodations attached. Such
property is also exempt from the fee in lieu of tax.

(j) a bicycle, as defined in 61-1-123, used by the
owner for personal transportation purposes;

(k) automobiles and trucks having a rated capacity of
three-quarters of a ton or less;

(1) motorcycles and quadricycles;

(m) fixtures, buildings, and improvements owned by a
cooperative association or nonprofit corporation organized
to furnish pootable water to its members or customers for
uses other than the irrigation of agricultural land;

(n) the right of entry that is a property right
reserved in land or received by mesne conveyance (exclusive
of leasehold interests), devise, or succession to enter land
whose surface title is held by another to explore, prospect,
or dig for oil, gas, coal, or minerals;

(o) property owned and used by a corporation or
association organized and operated exclusively for the care
of the developmentally disabled, mentally ill, or
vocationally handicapped as defined in 18-5-101, which is
not operated for gain or profit; and

(p) all farm buildings with a market value of less
than $500 and all agricultural implements and machinery with
a market value of less than $100~;

(q) all property used and owned by cooperative rural
electrical and cooperative rural telephone associations
organized under the laws of Montana, except property owned
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by cooperative organizations described in subsection (1) (c¢)
of 15-6-137;

(r) any personal or real property used primarily in
the production of gasohol during construction and for the
first 3 years of its operation;

(s) all residential improvements, improvements
ancillary to a residence, and land upon which the
residential and ancillary improvements are sited, not
exceeding 1 acre. For the purpose of this section, all
single-family dwellings and any mobile home used as a
residence are residential property; and

(t) items of personal property intended for lease in
the ordinary course of business provided each item of
personal property satisfies all of the following:

(i) the full and true value of the personal property
is less than $5,000;

(11) the personal property is owned by a business
whose primary business income is from rental or lease of
personal property to individuals wherein no one customer of
the business accounts for more than 10% of the total rentals
or leases during a calendar year; and

(ii1) the lease of the personal property is generally
on an hourly, daily, or weekly basis.

(2) (a) The term "institutions of purely public
charity" includes organizations owning and operating
facilities for the care of the retired or aged or
chronically 1ill, which are not operated for gain or proflt.

(b) The terms "public art galleries" and "public
observatories" include only those art galleries and
observatories, whether of public or private ownership, that
are open to the public without charge at all reasonable
hours and are used for the purpose of education only.

(3) The following portions of the appraised value of a
capital investment made after January 1, 1979, in a
recognized nonfossil form of energy generation, as defined
in 15-32-102, are exempt from taxation for a period of 10
years following installation of the property:

(a) $20,000 in the case of a single-family residential
dwelling;

(b) $100,000 in the case of a multifamily residential
dwelling or a nonresidential structure. (Subsection (1) (p)
applicable to taxable years beginning after December 31,
1985--sec. 4, Ch. 463, L. 1985.)"

Section 117. Section 15-6-207, MCA, is amended to
read:

"15-6-207. Agricultural exemptions. (1) The following
agricultural products are exempt from taxation:

(a) all unprocessed, perishable fruits and vegetables
in farm storage and owned by the producer;

(b) all nonperishable unprocessed agricultural
productsy—except-tivestocky—hetd-in-possessten-ef-the
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eritginat-producer—for-iess-than-7-menths-fotitoewing-harvest
and;

T (c) except-as-provided-in-subseetien-{i}tdyr-tivestock
which-have-net-attatned-the-age—-of-9-months-as-of-the-ass
day-of—-any-month-tf-assessed-on-the-average-inventory-basis
er—-en—-March-1-if-assessed-as-provided-in-15-24-913+3ytays
and

tdy—--swine-whieh-have-not-attained-the-age-of-3-menths
as-eof-January-* all livestock, poultry, bees, and other
species of domestic animals and wildlife raised in
domestication or a captive environment, except for cats,
dogs, and other household pets not raised for profit, and
the unprocessed products of such animals and wildlife.

(2) Any beet digger, beet topper, beet defoliator,
beet thinner, beet cultivator, beet planter, or beet top
saver designed exclusively to plant, cultivate, and harvest
sugar beets is exempt from taxation if such implement has
not been used to plant, cultivate, or harvest sugar beets
for the 2 years immediately preceding the current assessment
date and there are no available sugar beet contracts in the
sugar beet grower's marketing area."

Section 118. Section 15-8-111, MCA, is amended to
read: :

"15-8-111. Assessment —- market value standard —-
exceptions. (1) All taxable property must be assessed at
100% of its market value except as provided in subsection

(5) of this section and in 15-7-111 through 15-7-114.

(2) (a) Market value is the value at which property
would change hands between a willing buyer and a willing
seller, neither being under any compulsion to buy or to sell
and both having reasonable knowledge of relevant facts.

(b) Except as provided in subsection (3), the market
value of all motor trucks; agricultural tools, implements,
and machinery; and vehicles of all kinds, including but not
limited to aircraft and boats and all watercraft, is the
average wholesale value shown in national appraisal guides
and manuals or the value of the vehicle before
reconditioning and profit margin. The department of revenue
shall prepare valuation schedules showing the average
wholesale value when no national appraisal guide exists.

(3) The department of revenue or its agents may not
adopt a lower or different standard of value from market
value in making the official assessment and appraisal of the
value of property in 15-6-134, 15-6-137 through 15-6-140 and
15-6-145 through 15-6-149, except:

(a) the wholesale value for agricultural implements
and machinery is the loan value as shown in the Official
Guide, Tractor and Farm Equipment, published by the national
farm and power equipment dealers association, St. Louis,
Missouri; and

(b) for agricultural implements and machinery not

5



listed in the official guide, the department shall prepare a
supplemental manual where the values reflect the same
depreciation as those found in the official guide.

(4) For purposes of taxation, assessed value is the
same as appraised value.

(5) The taxable value for all property in classes
four, seven through eleven and fifteen through nineteen is
the percentage of market value established for each class of
property in 15-6-134, 15-6-137 through 15-6-141 and 15-6-145
through 15-6-149.

(6) The assessed value of properties in 15-6-131
through 15-6-133 is as follows:

(a) Properties in 15-6-131, under class one, are
assessed at 100% of the annual net proceeds after deducting
the expenses specified and allowed by 15-23-503.

(b) Properties in 15-6-132, under class two, are
assessed at 100% of the annual gross proceeds.

(c) Properties in 15-6-133, under class three, are
assessed at 100% of the productive capacity of the lands
when valued for agricultural purposes. All lands that meet
the qualifications of 15-7-202 are valued as agricultural
lands for tax purposes.

(d) Properties in 15-6-143, under class thirteen, are
assessed at 100% of the combined appraised- value of the
standing timber and grazing productivity of the land when
valued as timberland. :

(7) Land and the improvements thereon are separately
assessed when any of the following conditions occur:

(a) ownership of the improvements is different from
ownership of the land;

(b) the taxpayer makes a written request; or

(c) the land is outside an incorporated city or town.

(8) The taxable value of all property in 15-6-131 and
classes two, three, and thirteen is the percentage of
assessed value established -in 15-6-131(2), 15-6-132,
15-6-133, and 15-6-143 for each class of property.
(Subsections (3)(a) and (3)(b) applicable to tax years
beginning after December 31, 1985--sec. 4, Ch. 463, L. 1985.
Subsection (6)(d) and references in (8) to class thirteen
and 15-6-143 terminate January 1, 1991--sec. 10, Ch. 681, L.
1985.)"

Section 119. Section 20-9-407, MCA, is amended to
read:

"20-9-407. Industrial facility agreement for bond
issue in excess of maximum. (1) In a school district within
which a new major industrial facility which-seeks-to-quatify
for that will be temporarily exempt from taxation as-eiass
five-property under 15-6-135 [section 115] is being
constructed or is about to be constructed, the school
district may require;-as-a-preconditien-of-the-new-major
tndustriai-faettity-quatifying-as-citass-£five-propertys
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request that the owners of the proposed industrial facility
enter into an agreement with the school district concerning
the issuing of bonds in excess of the 45% limitation
prescribed in 20-9-406. Under such an agreement, the school
district may, with the approval of the voters, issue bonds
which exceed the limitation prescribed in this section by a
maximum of 45% of the estimated taxable value of the
property of the new major industrial facility subsgeet-to
taxatten when eempteted it becomes subject to taxation. The
estimated taxable value of the property of the new major
industrial facility subject to taxation shall be computed by
the department of revenue when requested to do so by a
resolution of the board of trustees of the school district.
A copy of the department's statement of estimated taxable
value shall be printed on each ballot used to vote on a bond
issue proposed under this section.

(2) Pursuant to the an agreement, if entered into,
between the new major industrial facility and the school
district and-as-a-precendition-te-quatifying-as—-citass-£five
preperty, the new major industrial facility and its owners
shall pay, in addition to the taxes imposed by the school
district on property owners generally, so much of the
principal and interest on the bonds provided for under this
section as represents payment on an indebtedness in excess
of the limitation prescribed in 20-9-406. After the
completion of the new major industrial facility and when the
indebtedness of the school district no longer exceeds the
limitation prescribed in this section, the new major
industrial facility shall be entitled, after all the current
indebtedness of the school district has been paid, to a tax
credit over a period of no more than 20 years. The credit
shall as a total amount be equal to the amount which the
facility paid the principal and interest of the school
district's bonds in excess of its general liability as a
taxpayer within the district.

(3) A major industrial facility is a facility subject
to the taxing power of the school district, whose
construction or operation will increase the population of
the district, imposing a significant burden upon the
resources of the district and requiring construction of new
school facilities. A significant burden is an increase in
ANB of at least 20% in a single year.""

7069¢c/C:JEANNE\WP: jj



CRIPPEN £ EFFECTIVE
*TATEWIDE TAXABLE VALUE---1986 BY PROPERTY CLASS TRXABLE TAXES RVERRGED EFFECTIVE TAXABLE DIFFERENCE TAX
( VALLE @ 256 MILLS TAX RATE VALUE #2956 MILLS RATE
CLRSS |
MNET PROCEEDS 560, 268,212 560, 68,212 143, 428, 62 23.80% 560, 268,212 143,428,662 0 25.60%
CLASS 2
GROSS PROCEEDS 400, 437,381 144,793,713 37,067,703 9. 26% 144,793,713 37,067,703 {0) 9,26%
CLASS 3
AGRICULTURAL LAND 30% 15%
IRRIGATED 46,187,635 13,857,738 3,547,396 7.68% 6,928,145 1,773,605 1,773,991 3.84%
NON-IRRIGATED 267,973,728 83,397,713 21,349,831 7.97% 40,196,959 10,290,422 11,053, 410 3844
GRAZING 128,261,918 38,500,672 9,836,172 7.68% 19,239,288 4,925,258 4,930,914 3.84%
WILD HAY 18,437,322 5,532, 443 1, 416,305 7.68% 2,765,598 707,933 708, 312 3.84%
CLRSS §
LAND AND IMPROVEMENTS
RESIDENT 1AL 10, 326, 822, 23 337,676,463 3.86% 101,803,173 0.99%  EXEMPT 0 0 101,803,175 0.00%
217,482,523 4,971,432 3. 474% 1,272,687 0.53%  EXEMPT 0 0 1,272,687 0, 00%
COMMERCIAL 4,466, 755,410 172,413,631 3. 86% 44,137,830 0.93%  1.93X 86,208, 379 22,089, 345 22,068, 544 0.49%
INDUSTRIAL 683, 144,602 26,445, 162 3.86% 6,769, 96! 0,932 1,93% 13,223,291 3,385,162 3,384,793 0.49%
NEW MANUFACTURING 1,463,301 34,957 1.93-3.474 8, %9 0.61% 1.93% 28,242 7,230 1,719 0.49%
GOLF COURSES 28,174,976 b4, 187 1.93% 144,432 0.91%  1.93% 543,777 133,207 5,225 0.4
WATER WORKS 438,541 19,243 3. 88% 4,926 0.99% 1.93% 9,622 2,463 2,463 0. 49%
REMODELED 7,294,630 174,121 .772-3.86 44,573 0.61%  1.33% 140,788 36, 042 8,533 0.49%
IMPROVE. AG/TIMBER LAND 18,105,661 698,863 3. 86% 178,909 0.99%  EXEMPT 0 0 178,903 0. 00%
CLASS 5 ~
RURAL ELECT./TEL. 314,553,834 9,435,422 k13 2,415, 468 0.77% EXEMPT 0 0 2,415,468 0.00%
NEW INDUST, PROP. 311,579,670 9,347,391 2,392,332 0.77%4 0 0 2,392,932 0.00%
POLLUTION CONTROL 391,667,412 11,771,823 3,013,587 0.77% 0 0 3,013,587 0. 00%
CLASS 6
LIVESTOCK 574,821,208 24,741,6% 4% 6,333,874 1.10%  EXEMPT 0 0 6,333,874 0. 00%
AG PRODUCTS 153,69, 900 6,147,868 1,573,839 1.02% 0 0 1,573,853 0.00%
LEASED/RENTED 4,419,600 176,784 43,257 1.02% 0 0 45,257 0. 00%
CLASS 7
TOOL, IMPLE/MACH 61,449, 754 4,916,522 8% 1,258,630 2.05% [}3 2,457,9% 629, 245 629, 384 1.02%
_ INDEP, TELE 3,213,310 3,952, 156 1,011,792 2.7% 1,448,532 370,824 640,928 1.02%
“LASS 8
w FARM MACH 586, 498, 336 64,516,503 114 16,516,225 2. 82% 5.5% 32,257,410 8,257,897 8,298,328 1.41%
MINING M/M 955,868,584 105,147,617 26,917,790 2.82% 32,573,872 13,459,911 13,458,879 1.41%
AIRCRAFT 41,788,733 4,715,380 1,207,291 2. B3 2,238, 381 588, 385 618, 9305 1.41%
OTHER 230,894,026 27,597,683 7,065,007 2. 824 13,733,171 3,532,388 3,532,419 1.41%
CLASS 9
LIGHT M/ 0 0 13% (] 0.00% 6.9% 0 0 0
BUSES/ TRUCKS 33,342,188 4,335,234 1,109,825 3.33% 2,167,242 554,814 555,011 1.66%
FURNITURE/F 1XTURES 329,231,188 42,931,109 10,990,366  3.34% 21,400,027 5,478,407 5,511,957 1.66%
OTHER 1,170,621 152,368 39, 006 3.33% 76,030 19,479 13,527 1.66%
CLASS 10
EROADCASTING/ THEATER 17,632,335 2,821,152 16% 722,215 &, 10% 8x 1,410,587 361,110 361,105 2.05%
TRUCKS/TRAILERS 121,182,882 13,396,506 4,965,506 4, 10% 9,634,831 2,481,825 2,483,680 2.05x
OTHER 47,158,171 7,325,823 1,875,412 3.38% 3,772,654 965,793 909,613 2. 09%
CLRSS 11
UTILITIES 2,839,632,550 340,547,937 tex 87,180, 287 3.07% 6% 170,377,953 43,616,756 43,563,531 1.54%
CLASS 12
MOBILE HOMES 378,988,553 15, 082,260 3,86% 3,861,059 1.02%  EXEMPT 0 0 3,861,059 0.00%
12,028,837 282,315 0-3,474% 12,426 0.60% 0 0 72,426 0.00%
CLASS 13
TIMBER LAND 171,873,768 5, 600, 120 3.84 1,433,631 0.83% 3% 5,156,213 1,313,991 113,640 0.77%
CLASS 14
(OME ACRE FARMSTEADS 1,782, 868, 438 55, 080, 426 3.088 14,095, 469 0.79% 3K 53,486,053 13,632,430 403,039 0.77%
6,050,483 116,376  0-2.779 23,792 0,49% 181,515 46,468 (16,675} 0.77%
CLASS 15
RR PROPERTY 638, 690,259 83,847,680 1% 21, 465, 006 3.07%  9.64% 67,353,741 17,242,538 4,222,448 2.4T%
CLASS 16
WATERCRAFT/ATY 44, 146, 411 4,854,753 112 1,242,817 2. 824 5. 5% 2,428,033 621,581 621,235 1,410
CLASS 17
AIRLINE 33,634,675 4,056,518 1t 1,038,463 3.09%  9,64X 3,242,383 830,050 208,419 2.47%
EXEMPT 321,368,221 0 0 0, 00X 0 0 0 0.00%
STRTEWIDE TOTAL 27,695,786,524 2, 308,223,404 530, 906,727 2. 13% 1, 319,930,511 337,902,211 253,004,516 f.2ex
- 253,004,516
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Second Set
Proposed Technical Amendments

These amendments adjust the allocations in Section 57 of the
bill (p. 56) made to the various entities as property tax
replacement revenue, as in the case of local governments, or
as funding to bring the entity to a previous level, as in
the case of the university system.

The reason adjustments are advisable is twofold. First, in
developing this bill, early drafts had different exemptions
and exclusions from the sales tax. Second, the original
rate was 4%; in the bill, the rate is now 5%. Changing the
exemptions resulted in a broader tax base; changing the rate
resulted in additional revenue.

Consequently, the allocations originally in the bill need to
be adjusted to account for the changes in exemptions and the
rate.

Somewhat more specifically, the allocations are based on the
following estimates of revenue needs:

1. Department of Revenue administrative expenses
associated with the sales tax are estimated to be about
$1.5 million annually. Therefore, 1/2 of 1% of total
collections will cover the administrative costs.

2. The bill contains provisions to retailers for items
sold but returned to purchasers. It is difficult to
know what the effect of returns will be, but the
estimate is about $3.75 million annually. This is also
accounted for in the bill.
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3. Because one of the primary feature of this bill is
the replacement of property taxes through rate reduc-
tions and exemptions, those entities that depend on
property taxes as a principal revenue source ~- primar-
ily schools and loccal governments -- need a substitute
source of revenue. That too is accomplished in this
bill.

Schools will directly receive about $119 million
annually in sales tax revenues. This amount will
replace the approximate $50 million foregone to the
foundation program in property tax reductions, the
estimated $5 million foregone in income taxes accruing
to the general and renters' credits contained in the
bill, enocugh to compensate for the school insurance
levies repealed in the bill, and enough to bring the
schools to the "0 and 0" 1level for the education
schedules.

Local governments will annually receive about $94
million of sales tax revenue. This will compensate
those jurisdictions for property tax revenue lost
through the rate reductions and exemptions. The
mechanism used to get the revenue back to local govern-
ments is the local government block grant program.

4. The university system also has some reliance on
property taxes through the 6-mill university levy. The
approximate $22 million channelled directly to the
university system will not only make up the revenue
lost from the repeal of the 6-mill levy, it also will
bring funding for the university system back to where
it was when the Legislature left Helena in April of
1985.



5. Finally, there is the ailing state general fund.
Whatever money 1is left over after everybody else is
taken care of will go to the general fund for the
support of general government. The estimate is about
20% of total collections, or about $60 million. That
will take care of the estimated $20 million that will
be lost in individual income tax collections due to the
general credit and the renter's credit. It will also
leave about $40 million for other funding needs.
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PROPOSED AMENDMENT
SENATE BILL NO. 333
Introduced (White) Copy

1. Page 56, line 8.
Following: "(a)"
Strike: "46.8%"
Insert: "40.5%"

2. Page 56, line 10.
Following: " (b)"
Strike: "8.6%"
Insert: "7.5%"

3. Page 56, line 15.
Following: "(c)"
Strike: "38.4%"
Insert: "32%"
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Set Three
Proposed Amendments

This set of amendments makes the allocations in Section 57

statutory appropriations. A statutory appropriation is what
used to be ralled "earmarking”.

As the bill is written, the revenues are only allocated to
the specified entities. They must be separately appropriat-
ed by the legislature.

The reason the bill is written that way 1is because an
appropriations bill can only be introduced in the House. A

statutory appropriation must also be introduced in the
House.

Consequently, the House Taxation Committee will be asked to
attach these amendments to the bill, thereby making the
allocations in Section 57, "statutory appropriations".

db/dw3\amends\s333na
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PROPOSED AMENDMENT
SENATE BILL NO. 333
Introduced (White) Copy

1. Title, line 16.
Following: "15-6-149,"
Insert: "17-7-502,"

2. Page 56, line 20.

Following: " (3)" ,

Strike: "may be specifically appropriated by the legislature"”
Insert: "are statutory appropriations as described in 17-7-502"

3. Page 105, line 20.
Following: "106,"

Strike: "and"

Following: "108"

Insert: ", and section 114"

4. Page 106.

Following: 1line 13

Insert: "Section 114. Section 17-7-502, MCA, is amended to
read:

"17-7-502. Statutory appropriations —— definition —
requisites for validity. (1) A statutory appropriation is an
appropriation made by permanent law that authorizes spending
by a state agency without the need for a biennial
legislative appropriation or budget amendment.

(2) Except as provided in subsection (4), to be
effective, a statutory appropriation must comply with both
of the following provisions:

(a) The law containing the statutory authority must be
listed in subsection (3).

(b) The law or portion of the law making a statutory
appropriation must specifically state that a statutory
appropriation is made as provided in this section.

(3) The following laws are the only laws containing
statutory appropriations:

(a) 2-9-202;

(b) 2-17-105;

(c) 2-18-812;

(d) 10-3-203;
(e} 10-3-312;
(E) 10-3-314;
(g) 10-4-301;
(h) 13-37-304;
(i) 15-31-702;
(5) 15-36-112;
(k) 15-70-101;
(1) 16-1-404;
(m) 16-1-410;
(n) 16-1-411;
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MOMNTAMA 1802 11th Avenue

fleiena, Montana 59601

ASSCCIATICN OF (406) 442-5209
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BRIEFING PAPER

RETAIL SALES TAX IN MONTANA AND
RELATED PROPERTY TAX RELIEF MEASURES

The following report is the result of a meeting held at the MACo
office on February 28th with Commissioners Toni Hagener, Ann Mary
Dussault, Jim Campbell, Doug Schmitz, and Fritz Tossberg attending.
Also present were Howard Schwartz, Executive Officer Missoula County
and Gordon Morris, Executive Director of the Association.

Further, a telephone conference call with the MACo Executive
Committee was held at 11:15 a.m., Monday, March 1.

The working group was convened primarily to discuss sales tax
options and property tax relief efforts that might be undertaken aon
behalf of the Asscciation in the critical weeks ahead in the legisl-
ative session.

Retail Sales Tax Assumptions:

Various groups have endeavored to make an assessment of revenue to
be generated from a sales tax. For purposes of this discussion
several assumptions were made (see Appendix I). It was accepted that
a 1% sales tax would generate $47,8500,000.

This was based upon estimated gross retail sales of $6,643,000,000
in 1987. Exemptions have been identified in the categories: groccer-
ies as 13.4% of gross, prescription drugs @ .70% of gross, and ag
goods in process @ 13%. Total exemptions are thus identified as
$1,862,163,000 leaving a net for sales tax purposes of $4,780,837,000
per year.

Tax Relief Assumptions:

Sales tax revenue must be identified in terms of the level of
property tax relief to be attained and possible consideration for a
portion to relieve the state general fund in the coming biennium. It
is assumed that any sales tax proposal could not be revenue neutral
and would therefore have to generate additional revenue. This is
true from the standpoint that the coal trust allocation to the state
general fund, some $85 million, would appear to be in trouble. It is
understood, however, that the legislature has within its means the
ability to balance the state budget without new revenue. This would
therefore reserve a sales tax entirely for property tax relief.
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Implementation Schedule Assumptions:

The committee then discussed the implementation schedules that
would be coupled with any sales tax consideration by the legislature,
The discussion identified the following possible implementation
schedule.

The legislature would enact a sales tax before they adjourn which
would be effective beginning January 1, 1988. The fiscal effects of
the sales tax by way of property tax relief would begin effective
July 1, 1988. Further, the issue would be presented to the voters in
the general election in November of 1988 with the question being
raised and the tax proposed for continuance or repeal effective June
30, 1989. Based upon the discussion held among the participants it
was believed that if legislature passed such a tax that the sponsors
of any initiative efforts then would basically be preempted until the
November 1988 elections from putting anything on the ballot that
would repeal the sales tax itself and there would be no other option
by initiative efforts.

Subsequent to the working group meeting an Executive Conference
call held Monday, March 2 at 11:15, disclosed that any act referred
to the people could be suspended by petitions signed by at least 13%
of the qualified electors in the majority of the legislative repre-
sentative districts. If that was to happen it would then become
inoperative until such time as it had been approved at a general
election.

As a consequence, recognizing the fact that if it was to be
implemented effective January 1 prior to an election of the people it
could in fact be repealed by the petition process it is recommended
that the legislature put the guestion on the ballot prior to its
enactment. The legislature would have the option of doing that prior
to July 1987 or to wait until November 1987.

In any event the implementation schedule toc be proposed must take
into consideration the petition process. Finally it is not likely
that the legislature would enact a sales tax without submitting it to
the voters of the state.

Property Tax Relief Options:

The committee discussed various property tax relief options (see
Appendix I1). There are many avenues to property tax relief.
MACo’s early position in regard to the Foundation Program and
University Levy, while straightforward and mechanically uncomplicat-
ed, has lost momentum. Legislators are currently looking at several
scenarios which reducey combine, or eliminate taxes on the saveral
classes of property.

It was recognized that the Principles: Representative Ramirez and
Senator Crippen are interested in restructuring the classification
system and the ratios. This has been a longstanding position of the
association and could therefore be supported.



A review of various scenarios leads to negotiable conclusions as
illustrated in Appendix I1I. Referred to as "Ramirez 3", the
proposal consists of reductions in Classes 3, 4, 5, 7, 8, 9, 10, 12,
13, 14 and 16, with an exemption on Class & property. Further, the
proposal contains a $20,000 homestead provision on Class 4 residen-
tial property.

This approach would appear to achieve a high degree of equity
among the classes. It should be realized that no justification could
be found for retaining relativity in classes 7 through 10. For
instance, there is no justification for class 10 property to be taxed
at 16% in comparison to class 7 property at 8%,

As a consequence, collapsing the several classes and bringing them
together at a tax ratio of 5% was acceptable.

A subsequent discussion on Monday, March 2 with Representative
Ramirez, lead to his requesting yet another scenario. (Appendix IV:
"Ramirez &". The principal differences are identified in regard to
returning class 3 to 30% on production, and exempting Class 7, tools
and implements, exempting class 8, aircraft and exempting class 16,
watercraft and ATV’s

Ramirez 5 is projected to have a $120,225,033 price tag, while
Ramirez 6 comes in at $115,437,117. Both should be reviewed from the’
standpoint that negotiations based upon "other legislation” and
speonsor goals have begun.

The two proposals "Ramirez 3" and "Ramirez 6" would require a
sales tax of 2.31% and 2.41%, respectively at $47,800,000 per each
percent. Therefore, a 3% tax would generate either $46,349,934 or
$353,725,766 each biennium for the State General Fund.

Assumptions of Distribution:

Perhaps the most difficult part of this equation is the mechanism
to ensure full dollar replacement from the sales tax for the lost
property tax revenue.

The discussion did not generate a preferred approach. The follow-
ing is offered for consideration as a possible suggestion.

First, lost property tax revenue will be identifiable in every
taxing jurisdiction with the implementation of the program. The
exemptions however, present the problem of not being able to track
"full replacement dollars" in subsequent years. Perhaps a problem we
could learn to live with.

The first step would be to "cap" the distribution among the
several jurisdictions in terms of a specified year, perhaps FY 1987.
Each jurisdiction would receive that same amount annually adjusted
relative to sales tax earning up to a possible maximum cap equivalent

to, the 105% limit on county levies. QENATE TAXATION
ERRIBIT NO.__oZ

DAL T~ /I 7




This would possibly eliminate the erosion problem as a result of
ever increasing school levies.

Illustration - Per County Distribution

Fy ’87 State Average County A Actual
Counties 21.2% 20
Cities and Towns 7.7 8
SIDS 4.7 S
Fire Districts 2.7 4
Schools 58.1 &0
State 2.6

100.0% 1004

Growth would be limited to sales tax earnings being spread
proportionally to all counties on the basis of the 1987 ratio, and
internal distribution would likewise be spread on the county distrib-
ution schedules. Likewise, shortfalls would be spread similarly.

You would therefore, start with the statewide tax matrix and
levies for all jurisdictions. This would be the basis for calculat-

ing the FY’ 87 property tax dollars lost pursuant to relief legisl-
ation.

This would be the "base year" used then for subsequent distribu-
tions with each county. Such an approach should be tied to a fixed
percentage of any sales tax going to the local government taxing
jurisdictions and being spread relative to the ’87 base year. This
would provide a constant and stable revenue with the opportunity for
local governments to share in growth.

Using "Ramirez 5" the sales tax could be distributed, based upon

3%y B&% to local government property tax relief and 14% to the state
general fund.



APPENDIX I

FILE NRME—SRLESTAX

FONTANA ASSOCIRTION OF COWNTIES

SALES TAX ANALYSIS
ESTIMATED GROSS RETRIL PURCHASES TAXABLE
1987 GROSS RETAIL PURCHASES
EXEMPTIONS:
GROCERIES @ 13.4% DF BROSS
DRUBS @ .70% OF BROSS
A6 BOOD IN PROCESS @ 13X OF GROSS

TOTAL EXEMPTIONS

1987 NET RETAIL PURCHASES SUBJECT TO TRXRTION

EACH PERCENT ASSZSSED NOULD BENERATE

NOTE: ND ASSUMPTION IS MADE RS T6D THE PERCENT OF PURCHASES
ATTRIBUTABLE TD NON-RESIDENTS

COMPARISONS:
FISCAL NOTE HB 377—1% $41, 325,000
1983 MONTAY STUDY—-1% $46,500,000
1984 TAY RELIEF PROPOSAL $46, 600, 000
1985 SALES TAX PROPOSAL $45,300,000

$899, 162, 000
$46,501,000
$325, 500, 000

$1,862, 163,000

$6, 643, 000,000

$4,780,837, 000

$47,808, 370

SENATE TAXATION
EXHIBIT NO.__=Z

DATE__Z —-//-87




APPENDIX II

SALES TAX ISSUES
1. Revenue Neutrality versus New Revenue
Should a sales tax be 100% neutral relative to property tax

replacement or should some portion be identified in terms of new
revenue?

2. How should property tax relief be achieved?
e Eliminate tax on personal property
@ Eliminate tax on residential property
e Eliminate tax on commercial property
e Combine reductions on various classes

e Eliminate or reduce levies and fund directly from a sales

tai)i.e.
- Foundation Program (43 mil]s) 111,681,301
— School Transportation: 27,800,000
- School Retirement 47,553,272
- Police and Fire Retirement 6,000,000

in lieu of property tax for cities and counties



STATEWIDE TAXABLE VALUE-—1986 BY PROPERTY CLASS

CLAsS |

CLASS 2

CLASS 3

CLASS 4

LRSS S

CLASS 6

Qpss 7

CLAss 8

CLASS 9

CLAss 10

CLAss 1

CLAss 12

CLASS 13

CLASS 14

CLASS 13

CLASS 16

CLASS 17

EXEMPT

NET PROCEEDS
6ROSS PROCEEDS

AGRICULTURAL LAND
[RRIGATED
NON-1RRIGATED
GRALING

WILD HAY

LAND RND INPROVEMENTS
RESIDENTIAL

COMMERCIAL

INDUSTRIAL

NEW MANUFACTURING

GOLF COURSES

WATER WORKS

REMODELED

IMPROVE. AG/TIMBER LAND

RURAL ELECT./TEL.
NEW INDUST. PROP,
POLLUTION CONTROL
LIVESTOCK

A6 PRODLCTS
LEASED/RENTED

TOOL, IMPLE/MACH
INDEP, TELE

FRRM MACH

MINING /%
RIRCRAFT

OTHER

LIGHT Mrv

BUSES/ TRUCKS
FURNITURE/FIXTURES
OTHER
BROADCASTING/THERTER
TRUCKS/ TRAILERS
OTHER

UTILITIES

MOBILE HOMES

TIMBER LAND

ONE ACRE FRRMSTERDS

RR PROPERTY
WATERCRAFT/RTV

RIRLINE

STATEWIDE TOTAL

RAIL ROAD / AIRLINE

R=A/B

360,268,212

400,437,981

46, 187,635
267,379,728
128,261,918

18,437,322

10,3%,822, 923
217, 462,523
4,466,755,410
£85, 144,802
1,463,301
28,174,976
498,541
7,234,630
18,105,661

314,953,8%
311,513,670
391,667,412
574,821,208
153, 636, 900

4,419,600

61,449,754
36,213,310

586, 438, 356
955,868, 584
41,788,739
250,894,026
0
13,342,188
329,231,188
1,170,621
17,632,335
121, 182,862
47,158,171
2,839,632, 550

378,288, 559
12,028,837

171,873,768

1,782,868, 438
6,050,483

638, 630, 259
&4, 146, 411
33,634,673

321,368, 221

27,695, 786,524

11.96x
RESIDENTIAL EXEMPTION @ 420,000

TRXRBLE
VALLE

3%60,68,212

144,795,713

13,857,798
83,397,779
38, 500,672

5,532,443

3%,515,365
4,971,4%
172,413,631
26,445,162
34,957

S64, 187
19,243
174,121
£98,863

9,435, 422
9,347,391
11,771,823
24,741,6%
6,147,888

176,784

4,916,522
3,952,15%

£4,516,503
105, 147,617
4,715,280
27,597,683
0
4,335,254
42,931,109
152, 268
2,821,1%
19,3%, 506
7,%5,823
340,547,377

15, 082,250
262,913

5,600,120

55,050,426
116,376

83,847,680
4,854,753
4,056,518

0

2, 309, 168,306

APPENDIX ITII

TAXES AVERREED EFFECTIVE

RAMIREZ S
@ 25 MILLS
143, 428, 662
37,067,703

0%

3,547,5%
21,343,831
9,856,172
1,416,303
3.861 102,045,533
34748 1,272,687
3.86% 44,137,890
3.86% £, 769,961
1.93-3.474 8,949
1.93% 144,432
3,864 4,926
T72-3.8 44,575
3.86% 178,309
b 2,415,468
2,392,922
3,013,587
M 6,333,874
1,573,859
A5,257
8% 1,258,630
1,011,752
13 16,516, 225
26,917,7%
1,207,291
7,065,007
13 0
1,109,825
10,930, 364
39,006
16% 722,215
4,965,506
1,875,412
12% 87,180,287
3.86% 3,864,059
0-3.474% 72,426
L8 1,433,631
3,088 14,095, 459
0-2.773 29,732
tex 21,465, 006
1% 1,242,817
12 1,038, 469
0
591,147,086
6, 693, 060, 331

TAX RATE

25.60%

9.26%

7.68%
7.97%
7.68%
7.68%

0.93%
0.59%
0.93%
0.99%
0.61%
0.51%
0.9%%
0.61%
0,991

0.77%
0.77%
0.77%
1. 10%
1.02%
1.02%

2.05%
2.79%

2.82%
2.82%
2.83%
2.82x
0.00%
3.3
3,34
3.33%
4.10%
4, 10%
3.98%
3.07%

1.02%
0,60%

0. 83%

0.73%
0.43%

3.07%

2.82x

3.09%

0,00%

2.13%

25%

3

EXENPT

5%

3%

5%

5%

5%

1

—

TAXABLE DIFFERENCE  EFFECTIVE
YALUE 8256 MILLS TAX PATE
560,268,212 143,428,662 0 25.6
144,795,713 37,067,703 0 9.2
11, 546,909 2,956,009 591,588 )
£6,394,932 17,150,703 4,193,129 6.4
32, 065, 480 8,208,763 1,647,409 6.4
4,609,331 1,179,983 236,317 )
200,791,810 51,402,703 50,642,830 0.2
6,524,476 1,670,866 (337,579 0.7
134,002,662 34,304,682 9,833,208 0.7
20,554,338 5,861,311 1,508,051 0.7
43,893 11,238 {2,289) 0.7
845,249 216,388 (71,95) 0.7
14,956 3,829 1,097 0.7
218,841 6,023 (11,448} 0.7
543,170 139,051 39,857 0.7
9,435, 422 2,415, 468 0 0.7
9,347,391 2,392,932 0 0.7
11,771,823 3,013,587 0 0.7
24,741,6% 0 6,333,874 0.¢
6, 147,888 0 1,573,859 0.¢
176,784 0 45,257 0.¢
3,072,468 786,557 472,073 1.2
1,810,666 463,530 548,202 1.2
29,224,918 7,507,179 3,009,046 1.
47,794,423 12,235,374 14,682,416 1.e
2,089,437 534,83 672,335 1.6
12,544,701 3,211,444 3,853,563 1.2
0 0 0 0.¢
1,667,103 426,780 83,045 1.2
16,461,533 8,214,153 6,776,205 ¢
58,531 14,984 24,022 ¥
881,517 225,69 496,521 1.¢
6,053,144 1,551,141 3,414,365 1L.c
2,357,309 £03,625 1,271,788 1.2
340,547,337 87,180,267 0 3.c
11, 369,657 2,910,632 950,426 0.7
360,867 92,382 (19,356} 0.7
5,156,213 1,319,991 113,640 0.7
53,486,053 13,692,430 403,039 0.7
181,515 46,468  (16,675) 0.7
.98 83,703,093 21,427,9% 37,014 kNS
2,207,321 565,074 677,743 1:
.% 4,029,434 1,031,533 £,933 kN
0 0 0 0.¢
1,870,605,638 470,322,053 120,225,033 1.7
120,225,033
EXHIBIT NO 2.

PDATE_ 3 —~-//-£7

-~



APPENDIX IV

RAMIREZ 6 o
STATEWIDE TAARBLE VALUE-— 1986 BY PROPERTY CLASS TRYABLE TRYES AVERABED EFFECTIVE TAYABLE DIFFERENCE Ersms
VALUE @ 256 MILLS  TAX PATE YALLE 8256 MILLS s
CLASS 1 -
NET PROCEEDS 560,268,212 560,288,212 143, 428, 662 25.60% 560,268,212 143,428,562 0 LS.
CLASS 2
BROSS PROCEEDS 400,437,981 144,795,713 37,067,703 9.26% 144,795,713 37,067,703 {0) 9.
CLASS 3
AGRICULTURAL LAND 301 0%
IRRIGATED 46,187,635 13,8%,291 3,547,210 7.68% 13,856,291 3,547,210 0
NON- IRRIGATED 267,973,728 80,393,918 20,580,843 7.68% 80,393,918 20,580,843 0
GRAZING 128,261,918 38,478,575 9,850,515 7.68% 38,478,575 9,850,515 0
NILD HAY 18,437,322 5,531,197 1,415, 986 7.68% 5,531,197 1,415,786 0
CLASS 4
LAND AHD IMPROVEMENTS k1]
RESIDENTIAL 10,3%6,822,923  3%,615,265  3.86% 102,045,533 0.99% 200,791,810 51,402,703 50,642,830 0.
217,482,523 5,971,432 34748 1,272,467 0.59% 6,524,476 1,670,266 (397,579 0.
COMMERCIAL 4,466,755,410 172,413,631  3.86% 44,137,830 0.97t 134,002,662 34,304,682 9,833,208 s O,
INDUSTRIAL, 685,144,602 26,445,162  3.86% 6,769,961 0.93% 20,554,338 5,261,311 1,508,051 0.
NEW MRHUFACTURING 1,463, 301 W,957 1.93-3.474 8,749 0.61% 43,899 11,228 2,289 0.
GOLF COURSES 28,174,976 564,187 1.93% 144,432 0.51% 845,249 216,38 (71,952 0.7
WATER WORKS 498, 541 19,243 3.86% 4,926 0,934 14,956 3,823 1,097 0.7
REMITELED 7,294,630 174,121 .772-3.8 44,575 0.61% 218,841 56,023 (11,48 o7
INPROVE. AG/TINBER LAND 18,105,661 §9,863  3.86% 178,903 0.99% 543,170 139,051 39,857 0.7
CLASS 5 3
RURAL ELECT./TEL. 314,553,8% 9,435,422 3t 2,415,468 0.77% 9,435,422 2,415,463 0
NEW INDUST. PROP. 311,579,670 9,347,391 2,392,932 0.77% 9,247,391 2,392,932 0
POLLUTIGN CONTROL 391,667,412 11,771,823 3,013,587 0.77% 11,771,823 3,013,587 0
QLRSS 6 EXEMPT
LIVESTOCK 576,821,208 24,741,696 % 6,333,874 1.10% 24,741,636 0 6,333,874
£ PRODLCTS 153,696, %00 6, 147,868 1,573,853 1,02% 6,147,888 0 1,573,859 0.0
LERSED/RENTED 4,419,600 176, 784 45,257 1.02% 176,784 9 15,57 S d0.c
CLASS 7 '
T00L, IHPLE/MACH 61,449,754 4,916,522 1 1,258,630 2.05%  EXEMPT 0 0 1,258,630 0.0
INDEP. TELE 3,213,310 3,952,156 1,011,752 2791 5t 1,810,666 463,50 548,222 12
CLASS 8
FARM MACH 586,498,356 64,516,503 112 16,516,225 2824 5t 29,304,918 7,507,173 9,009,046 | %3
NINIIG M/N 955,888,584 105,147,617 %,917,7%0 2.821 47,794,429 12,235,374 14,602, 416 auailll. .
AIRCARFT 41,788,739 4,715,380 1,207,221 2.89%  EXEMPT 0 0 1,207,291 0.0
OTHER 250,694,026 27,597,683 7,065,007 2.821 12,544,701 3,211,444 3,853,563 1.2
CLASS 3
LIGHT MV 0 0 I 0 0.00% 5t 0 0 0 .0
BUSES/TRUCKS 33,342,188 4,335,254 1,103,825 3.3 1,667,103 426,780  6A3,045 1.2.
FURNITURE/FIXTURES 39,231,188 42,931,109 10,930, 364 3. 34% 16,461,559 4,214,159 6,776,205 1.2
OTHER 1,170,621 152,268 39,006 3.3 <8,53t 14,984 24,022 2.2
CLASS 10 %
BROADCASTING/ THERTER 17,632,335 2,821,152  16% 722,215 410x 5% 881,617 225,63 496,521 2.
TRUCKS/ TRAILERS 121,182,882 19,3%,506 4,965,506 4,102 6,059, 144 1,550,181 3,414,265 1.2
OTHER 47,158,171 7,325,829 . 1,875,412 3.98% 2,357,903 603,665 1,271,788 L&
£LASS 11
UTILITIES 2,039,632, 550  M0,547,9%7  12% 87, 180, 287 3.07% 340,547,997 87,180,287 0 .0
CLASS 12
FOBILE HOMES 378,968,559 15,082,260  3.86% 3,861,053 L0 11, 369,657 2,910,632 950,426
12,028,897 282,915 0-3.474% 72,426 0.60% 360,867 92,382 (19,956}
£LAss 13
TIMBER LAND 171,873,768 5,600,120 .84 1,433,631 0.8 5,156,213 1,319,991 113,640
LSS 14
ONE ACRE FARMSTEADS 1,762,868,438 55,060,426  3.088 14,035,469 0.79% X 53,486,053 13,692,430 403,039
) 6,050,485 116,376  0-2.773 29,792 0.49¢ 181,515 6,468 (16,675
CLRSS 15
RR PROPERTY 698,630,259 83,847,680 122 21, 465, 006 3.07% 11,98 83,703,093 21,427,932 37,014
CLASS 16
WATERCRAFT/ATV 44, 146, 411 4,854,753 11% 1,242,817 2.824%  EXEMPT 0 0 1,242,817
CLASS 17
ATRLINE 33,634,673 4,056,518 (2% 1,038, 469 3.09% 11.98 4,029,434 1,031,535 6,933
EXMPT 321,368, 221 0 0 0.00% 0 0 9
STATENIDE TOTAL 27,695,786,524 2, 306, 139,535 5%,371,7% 2.13% 1,886,279,723 474,934,619 115,437,117
115,437,117
RAIL ROAD / AIRLINE  R=A/B 11.98%

RESIDENTIAL EXEMPTION @ $20,000 6,693, 060,331






