‘;Call

to Order': By Senator
1989, at 8 00 a m.

:Members Present.

MINUTES

‘ MONTANA SENATE =
515t LEGISLATURE - REGULAR SESSION

COMMITTEE ON TAXATION

obEBrOWQ,AChéitﬁén;fon Apri1L7"\

A»yROLL CALL

/ UQSenatOt{Brown, Senator\Hager, Senator N7 AR
,.Senator Eck, Senator Bishop, Senator Halllgan,rv
.alker, Senator-Harp,‘Senator Gage, Senator -« -

,Severson, Senato:ﬁ&azurek, Senator Crlppen

‘Z‘Members Excused.¢ None

"eMembers Absent.f None

taff Present: Jill Rohyans,vCommittee Secretary

Jeff Martln, Leglslatlve Council

B Announcements/Dlscu551on. None' ‘

HEARING ON HOUSE BILL 202

Presentation and bpening Statement by SponSor:

Representatlve Pavlovxch, District 70, sponsor, said the

bill increases the cigarette tax by 2 cents to be used

to build a 40 to 50 bed veterans nursing home in Galen.
He presented a fact sheet prepared by the Department of
Administration and Department of Institutions which

ﬂexplains some of the technical corrections that need to

made in the bill (Exhlblt #1). He pointed out there

...are 106,000 veterans in the .state and only 29 nursing
.beds in Miles City .and 90 .in Columbia Falls. He. sald
. we will be fac1ng ‘a_crisis 51tuat10n in the next ten
~_years in nursing home beds.,,, : , :

of Testlﬁylng Proponents and What Group they Represent'

Liet

Hal Manson, Amerlcan Leglon of Montana L
‘John Meehan, Past National Commander, ‘American Leglon

Rich Brown, Admlnlstrator, ‘Veterans . Affalrs D1v1sxon

 'George Poston, United Veterans of: Montana :
- Kathy Spaar, Executive Director,: Glendive Forward

John Denherder, D1sabled Veterans
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,okaerome Anderson, Tobacco Instltute‘“i"‘
-+ John Delano, Phillip Morris . e
- Tom Maddox, ‘Montana Assoc1atlon of Tobacco and Candy

n"‘t/fTestlmony.

fRex ‘Manuel, Phillip Horrls, USA - e
‘Steve  Buckner, Service Distrlbutlng Inc.,‘Bozeman
fTom Stump, .Pennington's, Great Falls, and Pre51dent of

of Testlfylng Opponents and What Group They Represent.;}ﬁ
Distributors -

~Montana“ Associatlon of Tobacco and Candy
Dlstributorsf: i . - S

Hal Manson, Amerlcan Leglon of Montana, spoke in support of
'~ the bill noting there are 108,000 veterans in Montana.
Z%Many ‘of these people will need help in their later
-+ years and prefer to ‘be cared for in a veterans
Jiﬁfac1lity. ; : :

f:John

'Meehan, Past Nat10na1 Commander, Amerlcan Leglon, sald
" there is a now a need for a nursing home in Eastern

Montana and Galen. The people of Montana have

Rich

‘supported the cigarette tax in the past for fundlng of

veterans facilities and are willing to do so again.

Brown, Administrator, Veterans Affairs DiviSion, said

by the year 2000 2 out 3 adult males over the age of 65
'will be veterans. The veteran population over 65 will

increase by 73% by the year 2000, Those over 75 will
increase by 300% by the year 2000. The 90 beds at
Columbia Falls and 26 beds at Miles City are full with

.-long waiting lists. House Bill 202 provides 35% of the

‘money needed for the new construction and 65% will come

on a matching basis from ‘the federal ‘government. For

(*[neach veteran in the nursing homes. the federal
fﬁgovernment pays $20 35 a day. : : ST

George Poston, Dnited Veterans ofruontana, sald ‘the waiting

lists are long and more.beds.are urgently needed He
urged the commlttee to support the blll.: : o
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'Kathy Spaar, Executlve Dxrector,vclendlve Forward,”expressed

support for the b111 say;ng they are committed to .

seelng there are. nursxng ‘beds :available for i
si of

= ncr ased*taxashouldmbeﬁagaln
y thegpeople not:just imposed:by the = °
e. presentedfhls’xemarks in; op9051t10n to

'viJohn,Delano;ﬂPhillip Morris{*statéd-he isfan army veteran.
- .He agreed with the previous testimony and added that
- everyone should pay to support veterans homes, not just
the 25% of the populatlon who smoke."

Tom.Maddox, Montaqa Assoc1at10n of Tobacco and,Candy
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tSteve Buckner;'Setv1ce'b1strlbut1ng, Inc., Bozeman,
presented his testlmony 1n opp051tlon to the b111
(Exhlblt #4) G : :

/ Tom Stump, Pennlngton s Inc., presented hlS testlmony in
C oppos1tlon to the b111 (Exhlblt #5). ‘

nf;kRoger Tlppy, R. J.,Reynolds Co., expressed oppos1tlon to the ﬁi:‘7w

blll based on the testxmony of. prev1ous w1tnesses.

7:”?Sharon Ranstrom, Department of Admlnlstratlon, appeared as

the .author of Exhibit # 1. Her opp051tlon was based

in_ the exh;b;t.n

77fQuestlons From Commltteeiﬁembers'f‘fsk"

‘tSenator Crlppen asked if the present tax on 01garettes all
’ goes 1nto Long Range Bulldlng. :

,Sharon Ranstrom said 80% goes into the debt service of the
~fund. : :

. Senator Crippen: ‘asked if ‘any general fund monies are used to
supplement the c1garette tax proceeds that are used for
the .debt- service of -capital building projects,

Ms. Ranstromjsa1d‘the:debt~serv1ce is paid from several
taxes and it does not pay off the debt service.

Senator Crippen wondered at what point in time a deficit
might occur. '

Director Ken Nordtvedt, DOR, replied said there are several
sources of tax funds that are used to pay for the
hospital beds. If all the funds are not used, they go
into the general.fund;at,that‘point. He said the

- funding is from a combination package of cigarette
'T”taxes, personal 1ncome taxes, and corporate taxes,

»'Mr. Anderson sald the 1nformat10n he has from the LFA is

: “that- theﬂobllgatlon on the present bonding structure to
- the ‘year 1996 'is .an.-average of $10.28 million a year.
. In-February-of this year, 1989, '$536,850 from the
;folgatette tax money -was deposited in the service fund.

. That is below the:average monthly amount needed to make

~;;the full payment.c He noted monles from 1ncome tax ’

‘solely-on the-technical problems An the b111 as outllne;jﬁj?;
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‘»,%zand corporate taxes also go 1nto thls fund If on any MRS

., month, the amount falls below the necessary, funds '

- " needed to make the payment, money does have to spill - e
*.;zback from the general fund to make up th  shortfa11.‘«;a7 -

o Senator Crlppen sa1d hlS concern is not w1th the progect in f.ﬁ_,ﬂw
2 the bill but with the’ poss1b111ty of. ob11gat1ng more,}',
,general fund;expendltures 1n the’future;.> $

C1051ng by Sponsor:

Representat1ve Pavlovzc‘Aclosed{bywsaylng,sald ‘the: adjusted )
‘fiscal note from: ‘the budget office and. ‘also one from: L A
he: LFA‘Wlll bring in.approximately: $2 ‘4 million in thejgy‘fﬂf"
iennium. / He saideuany ;states have hlgher cigarette

' taxes than Montana. . He also noted we have per capital

- .more veterans in-Montana than any other state.  One way -

‘" or the other we ‘are going to have provide care for our
\fﬁnveterans and th1s seems to be an easy solutlon atithis

HEARING ON HOUSE BILL 703

Presentatlon and;;penlng Statement by SponSOt-

Representatlve Ramlrez, Dlstrlct 87, sponsor, sald the bill

: revises sales assessment ratio study procedures used in
annual adjustments. This bill is intended to clean up
mechanical problems in HB 436 of the 1987 session which
has gone to court for remedy. He noted on the right of
appeal is reinstated on page 3. Page 5 waives for one
year the adjustment of values which allows everyone to
get caught up. It also defines the sample assuring a

- sufficient sample size, The DOR can determine the areas

" in each adjustment under the provisions on page 6.

. Page 9 eliminates fee appraisals., Page 10 provisions
““provides for-the study;results- ‘to be-madepublic so
that . local.govetnmentsﬁcan check ‘the " va11d1ty of the o
.data while still:protecting the: ‘confidentiality of the
:;realty ttansfer cett1flcate.q ‘Page 11 also deals with
~.Amproving -the accuracy :0f the.method of sales
..assessment ratio. -studies :and .also allows adjustment in
s*'valuations -whether they go up or_down, Page 14 S
- -contains-.an-exemption for- adjustment from I- 105. He -
,y,wsald the bill clears up the technical problems which

x@lmprove ‘the operation of the property tax: appralsal and

. 1s essentlal to the*property tax system..;% R
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vp'Llst of Testlfylng Proponents and What Group they Represent.,*?

: Dennls Burr, Montana Taxpayers A55001at10n
~John Lawton, City of Billings - :
Dlrector Ken Nordtvedt, Department of Revenue :

pkLlst of Testlfylng Opponents and What Group They Represent-f-ah" Sl

None

, ]ﬂDennls Burr,ﬁuontana Taxpayers A55001at10n,‘expressed
~....-«support -for the bill based on the testimony of
‘Representative Ramirez. He suggested the sales
- vassessment ratio studles be publlshed by county as well
-as by district. =

John Lawton, Clty of. Bllllngs, and also speaklng for the
~Montana League of Cities and Towns, said they support
- the ' bill as it is simply to apply technical correction
‘whlchrare needed in: the sales: assessment ratio studies.

/Dlrector Nordtvedt, DOR, sald they support the efficient
operation of the annual reappraisal based on sales
studies as the best :way to approach the whole problem
of reappraisal. Once all the kinks are worked out the
people should be quite satisfied with the system. This
bill takes care of many of the technical problems that
have been encountered in the past two years. He said
he does have some other technical amendments to propose
which he will get to the committee before they next
meet.

Questlons From Commlttee Members. '

' :_j‘.aNone e

jC1051ng by Sponsor'

q;Representatlve ‘Ramirez closed by saying this bill is e
.extremely important to the property tax system, He
urged the committee to pass the bill as soon as '
“possible so that it can be in place qulckly and satlsfy
the court. and the plalntlffs.;

g e :
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;fHEARING ON HOUSE BILL 791

: Presentatlon and Openlng Statement by Sponsor.j_,xf*

"‘Representatlve Ramlrez, Distrxct 87, sponsor, told the
‘Chairman due to a'mistake he had informed the Chalrman
of -Big Sky the,hearing was scheduled for another t;me.
The: Chairman is ‘out . of town and could not get back'for

Representatlve Ramirez said Blg Sky is Montana 8 only
“sairline, | It serves many of the small communltles in-
- “Montana and is part of the essential air service that
. 'is subsidized by the federal government.  However, over'~
~ the years the airline has been struggling and has
- finally had to file Chapter 11 bankruptcy and
~ reorganization. The'property tax has been a 1arge part
- of .the '‘burden.as it:has been for many other businesses.
_in'Montana. The airline ‘has to develop a plan.for the
- bank which will allow them to keep’ operating. The
-+ ..bankruptcy court can require creditors to accept less
~ than 100 cents on the dollar, but the court cannot do
~ that with taxes owed.  Therefore they are asking for a
‘waiver of taxes from the counties to allow them to
catch up and meet the terms of the reorganization plan.
(Mr. Norsworthy, Chairman, Big Sky, presented testimony
which is available in the minutes of April 10, 1989.)
The company owes back taxes from 1983 through the first
half of 1987. . They have paid the last half of 1987
. and all of 1988 taxes. They owe penalty and interest
-~ _and taxes totalling $800,000.  They are asking for
,:N.forglveness of the 1983-1986 taxes and forgiveness of
_~the penalty -and. 1nterest on the 1987 and 1988 taxes
~«whichwere paid late.’ “That would total §$175, 000.;”If,j"ﬁ”
‘they can get that. relief, they feel they.can put . -~ .
‘together a plan which would -ensure their survival under“ o
bankruptcy reorgan1zat10n.‘ He said he understands the -
Qcountles concerns: aboutnestabllshlng a precedent, but
... pointed out the necessity of maintaining the a1r SRS
7ﬁjserv1ce to those ~same rural countles..' S
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V‘Jflest of Testrfylng Proponents and What Group they Represent.'

Kay Foster, Brlllngs Chamber of Commerce

‘;;‘Llst of Testrfyrggpgpponents and What Group They Rgpresent-

Dlrector Ken Nordtvedt, Department of Revenue
:Senator Bob Wllliams, District 15 '
‘Mike :McGrath, Lewis :and Clark County Attorney
,‘Beverly Glbson, ‘Montana Assoc1at10n of Countles

ffTestlmony.‘w

aay %oster,‘Bllllng Chamber of Commerce, expressed support
?Blllings Clty Counc11.

4'0pponents.

‘Dlrector,Nordtvedt,gDOR, said he is not really opposed to
 the bill but has some concerns based on his legal
staff's questlons about the constitutionality of
1eglslat1ve1y wa1v1ng tax payments due countles.

-rSenator Bob Wllllams, ‘District 15, presented a letter from
the Fergus County Comm1551oners in opp051tlon to the
bill (Exhibit §6).

Mike McGrath, Lewis and Clark County Attorney, said Lewis

« and Clark County would have to write off $53,000 in
back taxes. This impacts county services and school
districts. He also voiced concerns with the
constitutionality of the proposed bill.

Beverly Gibson, Montana Association of Counties, expressed
opposition to the bill.

;,Questlons From Commlttee Members-

‘ Senator Crlppen sald thlS is most unfalr to the property
taxpayers but acknowledged in dealing with a public
gervice it is probably a policy stand that should be
adopted. o , ‘

deenator Mazurek asked 1f Blg Sky has thls same problem in
‘North Dakota as they do operate in that state. '

r-‘Representatlve Ramlrez sa1d he did not thlnk so as they do
f 90% of the1r bu51ness 1n Montana.

for :the: bill from both the Chamber of Commerce and the’bn
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Representatlve Ramltez closed by saylng he understands the
,1egislat1ve concerns. : He said the problem’ reflects on

‘totally out of kilter,: He said this . is .a most.

(towuontana ‘and one,whlch the state ‘must” share some“”

Presentatlon and Openlng'Statement hy Sponsor. %

the state's system of: property taxation which'is’

important problem ‘which deals with an essential

Senator Eck, Dlstrlct 40,vsponsor, sa1d the b111 has been‘
.. -introduced in response to the U.S. Supreme Court

f[;deC151on which says federal retirement benefits must be
" treated in the same manner as the state treats its own
- employees retlrement. “She said private pensions are. '

" not included in the bill, however she does have

“ . amendments prepared 'to cover private pensions for the
"~ ‘committee to consider in Executive Session. Senator

VEck quoted from the Exhlblts # 7, #8, and #9."

of Testlﬁylng Proponents and What Group they Represent-

' List

"'D1rector Ken Nordtvedt, Department of Revenue

Norris Mabry, Equal Taxation
Ed Sheehy, a member of the group that brought the
lawsuit in

~ Mary Craig, CPA representing Equal Taxatlon

Dick Williams, Pre51dent, Montana Retlred Publlc

: Employees

O List

of Testlﬁylng Opponents and What Group They Represent-ﬂr

j f&;ﬂJohn Denherder, Retrted State Employee
¢ Representative Dick Nelson, District 6 en iy
~© Eric Feaver, Montana Educatlon Assocratlon En

‘?{;Testlmony.,;715Q;_~5*r

AL,Dlrector Nordtvedt, DOR, sald there 1s concern ‘as to whetherv

the state w111 have to make retroaotlve settlements
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“due to thetSupteﬁeﬁcourtxde0151on."”Itvls’his :

 recommendation that the state do nothing at this point

as there are some additional Supreme Court rulings to

~be made which will likely declare that state Supreme
+ Courts will have to settle the retroactive obllgat1on
.. issue.’s The’ ‘administration firmly believes in - :
- mama1nta1n1ng the tax free status of state'pen51ons. S

”Q Mr. Nordtvedt ai

the total flscal 1mpact w1ll be

;approxlmately ‘$4.3'million a year. He presented a

* sheet detaxling alternatives to the $16,000 exemption
of state, local and federal retirement . (Exhibit: #10).

He sald*theﬁadmznlstratlon -does ‘not:favor' a cap on

‘retirement:income subject to taxation. i He said he :
~siwould: present ;amendmentsiwhich would - maintain the tax .
-~ free status of: state retlrees and address the cap tied

to 1nf1at10n.~

Norrls Maybry, Equal Taxatlon, said he would ObJECt to the

bill as it stands in unamended form because it does not
include private industrial retirement income. He
understands an amendment will be presented to include
that sector in which.case they stand in support of the

~bill, He presented.a copy of an article regarding the
: “blll to the commlttee (Exh1b1t #11)

Ed Sheehy, a member of the group that brought the lawsuit,

Mary

Dick

said the average annuitant for retirement in Montana is
$1,090 and for a survivor is $550. He presented a copy
of an article from the Butte Standard to the committee
(Exhibit #12. He urged the committee to extend equal
treatment to all retirees in the state.

Craig, CPA representing Equal Taxation, presented her
testimony in support of the bill (Exhibit #13).

Wlillams; Pre51dent, Montana Retired Public Employees,

. presented hlS testlmony in support of the bill (Exhibit
#14), L et | ,

‘Opponents. o

John Denherder, retlred state employee, said he opposes any
. - reduction in his state retirement whether it is .above

or below $16,000. His state salary was much lower than
the comparable: posxtlon in surrounding states. during
his days of- employment. He was promised -that his
retirement would be tax free and that was a beneflt ‘he

"counted on when calculatlng hls retlrement.;
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‘ Representative Dick Nelson, Dlstrlct 5, sa1d a delay in’
s ‘implementing the ‘court decision would. be helpful . and.
could result in an interim study of the problem. whlchi
would result in a. comprehensxve bill for‘next ‘session,

n tlme saves
%off unt1l

L ito;: 1th ‘the’ Supremejpvdfﬁi
vsaid Congress- ‘may ‘very'well repeal
‘the statute on which the decision is based which would
-take care of ‘the problem. - He asked where the
vreplacement revenue will come from. He reminded the
Zcommlttee that-$4,.3 million equals 2 mllls statew1de

- per. year in property taxatlon, PR :

\v.;Questlons From Commlttee “embers-lpr's

Senator Crlppen sald the sales ‘tax . can prov;de -the source of‘;‘
“revenue to fund the bill, .He asked Mr, Feaver if he °
would st111 be opposed to the ph11050phy. ‘v.:.,_

;Mr. Feaver said he suspects before the next week is over the
. source to replace all kinds of revenue that people want
will have been found. He said maybe that will satisfy
the Governor and his approach to SB 469 which
piecemeals and keeps 1ncrementally add1ng all that new
revenue.

Senator Crlppen sald Mr.‘Feaver dld not answer the questlon.
,;Mr. Feaver sa1d he ﬂld answer the questlon. ,He sald both

.‘Senator Crippen: ananepresentatlve Bradley have . sald
that there. must’be ome“new ‘revenue 1n;SB 469.>~

"TQSenator Crlppen sald w1th that"as a g1ven, does Mr. Feaver
Bt ?support ‘the phllosophy'presented here by the przvate
fpen51oners.;~.nr : : :

AQLMr. Feaver respondedésaldlthe ‘MEA’ doesfsupport ‘the falrness “T‘TQQQ
"‘_Q 1ssue ralsed by'the group and\ he other opponents.,;j‘_juf
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Senator Eck closed by saylng there are a number of

possibilities that can

~time to do ‘thoroughly.-

© . _addressed this session

©.'soon-as’ posslble. She:
- wcapon if for.no- other
-+ igsue, The: formula in

;gession.

<are -not addressed:here. -

be explored and which’ would take o

She said the problem can be- o
-and should be taken care of as =
felt it is.appropriate to: put a ..
reason:than ‘the: perceptlon .
-option 2 (Exhibit #10) is

- another option and it might be simple -enough to do ‘this
She felt a subcommittee could still have tlme
to define some:of the issues before the session end, TR R
She»sald thereig.another group who have.a retlrement ST L
income from the: ranch.or-farm or -business they -sold . who . - -
-She 'said the bill itself is-a . -

" good start and the per1phera1 issues would be good '

n%“fodder for an 1nter1m study.~

ADJOURNMENT

L Adjournment?Atéy 10: 00 a.m.

BB/jdr
 MING07.jdr

SENATOR BOB B;OWN, Chairman
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SENATE TAXATION
EXHIBIT NO e,
- : DATE- (-// 7/cf / 2

©  CIGARETTE TAX AND mmsms HOME(S) FOR vnga_nm gz'é 02

’Smeittédbe= Department"of‘AdministrationJMT‘”‘
R Department of Institutions -

'Date-‘d',f , s‘Aprll 7, 1989

- Blll Tltles. HB 202 ﬂyllncrease Clgarette “tax to prOV1de fundsA
e : ; R ”‘“”for Veterans Home studles.»», ‘ :

*EStabllsh Veterans‘ Home ‘in Eastern
ﬁMontana —--Sell Long Range Bonds. R

TEstabllsh : .annex of - the‘ Montanaa?
eterans%inme‘tofbewlocated_in Galen. .~

 Introduced by: HB 202

;3A7ﬁﬁ 54ld1ffRepresentat1ve JohnkJohnson B
ﬁB 518»_‘,Representat1ve Red Menahan
;;—““',

dNext,action:J. "202;,k»Hear1ng (Senate Taxatlon) Frlday Aprll 7

~8.a.m.

ﬁfHB¥S¥7q£;Hearing '(Senatek Flnance & ClaimS),
S vLWTuesday April. 11 8 .a. m.“' &t '

HB 718 _Hearlng (Senate Flnance & Claims)
. "Tuesday April 11 8 a.m. '

Snbject: HB 202 increases the cigarette tax to pay costs of
studies and construction of nursing/domiciliary .home(s) for
veterans. '

HB 547 establishes a State Veteran's home in Eastern
Montana, authorizing a site selection committee and bond issuance
- (bond issuance is not authorized if HB 202 is passed).

o cwe.HB 18 718 prov1des for establlshlng ‘an annex to Columbia
dw1Falls:5 eterans'»ahome, to :be-located at - Galen,[ appropriates
- generalfunds to° ‘establish -and operate the home {General fund.

';idollars are not approprlated 1f HB 202 1s passed) ' .

| 'There are several techn1ca1 flaws 1n these bllls

fw};HB 202. : § : : L : e '
S .*g ‘As it is wrltten, only 11 116 of 2 cent 1ncrease wouldv

© . be: ‘used to fund- veterans‘ “home - pro;ects,'the remalnder is
nr,uf”unaccounted “for '(Page 1, TLines 19 ‘and 20). " Should read
‘wqull,ll of the money collected from the 01garette tax.... e
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"EXHIBIT NO

DATE 54/7£ ? _
Y .0 -

e e The blll 1dent1f1es the Board ‘of Veterans' Affalrs and
Department of Admlnlstratlon‘ to receive statutory
.3. approprlatlon, but’: ‘does not identify the share each agency . -
. ooois to  receive. -appropriation: ‘should be to. the .. -
'{,_;'Department .of Mllltary Affalrs,, Veteran Affairs "Division '
S rather than the Board of Veterans' affairs (Page 1, LJ.nes 22,

AR ff'operate, facllltles hat haVe ‘no 11m1t on de51gn : and i
S constructlon cost could also result.‘ (Page 6 Sectlon 7) -

: The Flscal note reflects the 1ntroduced blll at 5 cents
per pack and 1mplementatlon of the change in distribution
" October 1. * Current: -‘rlanguage -would result in approxmately
-$808, 800;«‘ > in'*FY 1990 'and '$1,200, 000 -in FY 1991;
-November 71 : 1mp1ementatn.on of: the change in distribution of .
' thestaxy({minimizing“the .impact to ther»debt serv1ce and long
: _‘range .bulldrng program ccounts) REE o , .

. The project should not be bid until we have federal
approval of the project. Language should be added to
clarify both the requirement +to apply for the federal
funding and the requirement to receive federal approval
before committing the entire 35% state share.

. The site selection committee is composed of 7 veterans
- from eastern-Montana whose recommendation to the governor is
 binding . (page 3, lines .22-23).. There is no prov151on for
zinegotlatlon or; hange» f the recommendatlon.u g T T R

Thls blll dlrects the Department of Adm:Lnlstratlon to
consider “this: pro;ect for 1nc1u51on in the long range;
bulldlng “planningiprocess (Page A, 11nes 1.-.5). Thisis
“the ‘logicals way for’sfbulldlng plannlng to proceed ' However,

-ionand alntenance of the home(s)‘_i_j,;j,’f,‘;',,'




‘guﬁgTMUﬁmN

EXHIBIT NO. __/——/-27—-'

DATE.

ff,(page"7 Section 10), but the fiscal note doﬂB‘ﬁbt—ééggéé%t:Tf f

‘?;the amount . of these costs. Based on experience with the '
" .Veterans' ‘Home in Columbia Falls, operational cost for a 40

}bed home ‘would be approximately 2.8 million annually, the =
vpggeneral ‘fund portion would be approx1mate1y 1 4 m11110n~fhv“
Wstartlng 1n flscal year 1992. .

”The blll is. wrltten to either bond the project or to use f o
revenue from HB 202. The following dlscu551on pertalns toj\ﬁ="
*1) HB 202,fa111ngror‘2) HB. 202 pa551ng.,n_ e T

The bill obligates the Board of Veterans' Affairsfford;
paylnggthe Slte selectlon commlttee expenses.. W1thout ‘the

‘ v 24 gaZS).,n, Further, .an
approprlatlon,ielther statutory or 1eglslat1ve, is’ requlreda;
“to**spend ‘State “funds. ‘Either ‘this’ blll ‘or ‘the general
- appropriations - -~ bill (gB -~ 100) should be amended to
Vapproprlate the spec1f1c fundlng amount and source. ‘

.U} The blll obllgates the Department of Instltutlons to
‘.;enter into ‘an - agreement to pay the debt service on the
" bonds. The debt service payments would start as soon as
the bonds were sold, but there is no provision for revenue.

'+ How is the Department going to pay the debt service? It has

~been suggested that Federal subsidy of the operation could

~be used ‘to retire the ‘debt. There are 2 problems: this
“-money- would not be available until after the facility is
operational (months, vyears after debt service payments
" start); if this money is used to retire the debt, then
operation of the facility will be totally out of the general
fund.

——

This bill does not set forth a plan that addresses the
contingencies among funding, bonding, and federal approval.
Planning and design work will be necessary to apply for the
“federal approval; bonds should not be issued until federal

.~ .approval has been received. The planning and design work

-+ necessary .to apply . for~.federa1 approval @ will require . .
wexpenditures.  Where . w1ll ‘the fundlng for this part of the L
”iiprogect come. from° ' o

f?;;:: If thls bill passes, ‘but not by the 2/3 vote requlred‘

};wfor approval of state debt, “the bonding and appropriations
““éprov1s1ons .are ‘void (page lO,VSectlon 19 lines 18-25); but

~the provision-for site selection, long-range ‘building plan,
;_Zplannlng,aand construction remain--without an approprlatlonH
-';or fundlng. How w111 thlS work be funded? ‘




 SENATE TAXATION :
EXHIBIT NO el
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va HB 202 passes- R T e T e e weal
i e | BILL No_ﬁﬁ_@a———
L Coordlnatlon 1nstruct10ns in Sectlon 20 (page ~11) &
'vv«";,‘strlke \ bondlng “issuance. authority and apprcprlatlon L
" ‘language. : Sections. 4, 8, 17 ~and . 19 should be,,,ﬁ_:L‘ncluded in.. .
_vthese 1nstructlons. T T T e

.7 iThe: ‘amount ‘of “the approprlatlon is blank.’- The’ b111' AT
e T;_should ‘be ‘amended to: spec1fy the amount to be approprlated
= :Eor establlshlng the fac:LlJ.ty (page 1 11nes 20 - 21) :

e The bill requlres " the Department of ‘Institutions tof'ffvﬁ}‘_.f
‘perate the fac1llty (page 1 llnes 13 16)., The bill . -

":for «ﬁoperatlng the fa0111ty (page 1 llnes 20 - 21).

.’:* Department of Instltutlons wculd have to be :anolved to

“wkassess the avallablllty of space and the 1mpact on current
residents. RN

. The size of Vthe facility is not identified in the bill.
Who will determine how many beds are to be provided?

. If HB 202 passesz

e How_mucnmoney_ of thefci_garette, tax is to be spent
"~ on-establishing this" facility? If HB 547 passes, .

...how . much. of  the tax dis. to‘ be spent on. th.ch
:'if*'prOJectt- ‘nd‘ln whlch year?' B A e :

o Coordlnatlon »:Lnstructlons *f*v01d the approprlatlon

"‘~"1anguage ‘and there will be ‘mo appropriation to ‘the .

. Department of - 'Instltutlons 'for operatlon of the
. "“V‘L"facz.llty. : ’ e L

«' ffective x;date of th:Ls bJ.ll 1s July 1 1989
_but the ‘revenue from 'the c1garette tax 1s not.
f'avallable untll November ] 1989 S TR :
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 FACTS AND COMMENTS IN OPPOSITION TO HOUSE BILL 202 mwmmmn H /3 ;;&Q

1.

What the b111 does'

- House Bill 202, as amended adds 2 cents to the present
© .. state tax of 16 cents per package of 20 cigarettes. It
.. thus increases the state tax to 18 cents per package
“which, coupled with the federal tax of 16 cents per
.. package, raises the total tax from 36 to 38—cents per

'T;package of 20 c1garettes. ‘ﬁga; 55Zf_*v;7)r S

Monies collected from‘the proposed 2 cents per package fjh }f"é;,”,
Aincrease -would beﬁstatutorllyxapproprlated and G e R
earmarked to'*' : : o : :

"the Board of Veterans Affalrs to pay costs of
gstudles conducted*by that'Board to consider .
~locations'‘forithe construction of ‘state® nursing
“homes : andadomic1liary homes  for veterans in :
ontana,rand o ‘i "

"(b)“_the Department of Admlnlstratlon for constructlon
e or remodeling, 1nclud1ng land purchase and design
costs, of state nursmng ‘homes and domlclllary
homes for veterans in Montana.

The blll contalns an effectlve date appllcable to
Sectlons 3 and 4 of the blll. AR TR :

e The b111 contalns a termlnatlon or- sunset ‘date whlch is stated
: to be the date upon which the Board of Veterans Affairs
,‘and the Departmentlof Administration certifies to the
- Governor that the costs incurred by the State of
~Montana in executing the provisions of Section 1 of the
bill (site selection and costs of design and
construction) have been completely paid.

II. What the bill does not do:

= The bill does not place any limitations on the length of
time that may be consumed by the Board of Veterans
Affairs in con51der1ng locations for the construction :
of the veterans nurs1ng and dom1c111ary homes.“‘ P

The blll does not de51gnate any partlcular areas of the
state that are to be considered ‘as. 1ocat10ns.‘ L

'fff# The bill does not contaln any llmltatlons as. to the

“number of the faCllltleS that are to be con51dered or"’
constructed ' : , o

,.;35 The blll does not provide any llmltatlon on the.amount of
B money expended by the. Board of" Veterans Affalrs in s
con51der1ng locatlons.;»,fg' S g . '




 SENATE TOATON

- The bill does not contain any standards to be
the Board of Veterans Affairs in judglng the
- of any con51dered locatlons.;

= The bill does not place any limltation on the size'“’eof
. .any of the fac111ties.fé ai~ | | S

'M*{?f7‘iﬂThe bill does ‘not place any . llmltation on the‘total cost
oo of constructlon for any partlcular fac111t1e P BT

\ fThe bill does not'place anywlimltatlon on the’totalvcost
of constructlon of .all of he'fac;lities*“

.;aéfz.',fThe ‘Vietnam demonstratlons on’ campus in ‘the 60's.
3. The explosion associated with the train wreck in
e nHelena on February 2, 1989, and so forth. :

L We realize that these examples are somewhat far-h'f
»\”f'gfﬁfetched but they demonstrate the lack of thought that

-check to use $1,250,000 per vear.a ‘way they desire

for as many xears as they de51re.'?

- In addltlon the above blll for the first time in the
history of the Long-Range Building Program, places
expenditure powers and responsibility in an agency
~other than the Department of Administration or the
. Board of Examiners. It gives a blank check to the -
.. Board of Veterans Affairs to conduct an activity for
- which they do not now have adequate staff or planning :
- capabilities. Ith1ll start another“newibureaucratic ﬁ“{‘“p ‘

b Sovne

‘Q,QérffJQThe present.state tax is 167centsﬁper'package Of
N L twenty c1garettes.;4~ :

lh*"f4-fff5}The tax was 1ast ralsed in 1983iby'4 cents . per package
..o .. = a 25%idncrease: -*to'essentlallysfund‘the
v constructlon;of a "greenhouse"




”’I What ;s the revenue from these. taxes now used fo;

There also is a tax of 16 cents per package5g¥”tap

Co The

SENATE TnXATiON

cigarettes levied by the federal governmhéiit.

combined federal and state tax, 32 c::entx?LL
package, is the equivalent of a 35% sales tax on
“the cost of a package of cigarettes 1n Montana i
before taxes. v Sl .

In 1988 net collec ions from the tax on c1garettes

. 79%

. ..amounted ‘to*$1},283,691. « Net collectlons'from the e
tax.on other toebacco. products amounted to L ;

of “the money 'r
‘retire the bonded 1ndebtedness in the Long-range

e"elved from these'taxes is used to ﬂj

somenconstructlon that 1s pald in cash.

"In 1988, $9 700 000 went to pay that year'

obllgatlons w1th regard to retirement of the
‘bonded indebtedness 1n the Long-range Bulldlng
Program.i. .

In future years, through 1996 the annual: payments to
©retire the bonded 1ndebtedness averages : ‘

$10,280,000. per year. -Obviously, there ;s ng a

"‘;}shortfall ‘between revenues from tobacco taxgs,agg
. - the necessary annual payment. This shortfall is

made up by contributions from corporate license
taxes and personal income tax revenues. The -
shortfall will increase if the taxes are raised.

V. Why does the shortfall exist:

The highest level of annual sales of packages of

cigarettes occurred in 1982 when $97.1 million tax-
paid sales of clgarettes occurred. The cigarette
tax was raised in 1983.

‘IxBy flscal ‘year" 1988, sales were -down by 25 2% to 72. 6
L mllllon taxed“packages sold that year.gg',m. ,

. greater than the: decllne in c1garette sales

gat;onallz dur;ng'that tlme.,

iWe believe that this decline was caused by two'

factors"fff




. | cmﬂk”
(a) The adverse publlclty concerning toba
products; . DATE.

. Purchases of cigarettes on IndlanBuLNO
.-, reservations and elsewhere which. ‘were no
"Vttaxed by the State of Montana.

‘We believe that untaxed sales accounted foritheyﬁﬂly_\

-S.B. 469 would place a 4% sales tax not.only on the
actual cost of a package of cigarettes but also upon
the amount of the cigarette tax itself.  This amounts
to a tax upon a tax. At present levels, the sales tax
would add 5 cents per pack to the average retail cost
vplus tax of a package of c:l.garettes. R 3 ‘




e r’;‘ximoﬁ o

Department of Admlnlstratlon and the Board ofx”” NO. /qu
Examiners. , . pATE 1/ / Z

~the po ation. ‘The money should come fro he: r
3 from gener taxes, rather than from a sele

'+ sales tax levied on less than l[3 of the adul;
E pogulatlon of Montana.,,».s~ ; GRS T ) il

‘fa-‘fFourth the blll should deflne what is meant by the term L;:

lfth,vproponents ofﬂtheabillwshould be required to :
~submit specific plans, etc.'to the Leglslature*to SO
‘ nsure that the ‘members of the body Xknow speclflcally

wequipment aandmstafflng;assoc1atedﬂw1th£thefoperations ?,., L
“of the buildings and what provisions have been made for =
payment of .these costs of operation on.a long-term ...
‘basis. As'the matter now. stands, rapparently the

:General Fund wlll be tagged with -these: amounts.

~f e e _ana he costs in paraqr s ediate
o abov remember h the assertion has been repe
. »made, without contradiction, in debate. on_ the House
~ floor in connection with House Bill 785 ‘tha his st
S is-suffering twovears deferred maintenance because
--cannot now afford to take care of the buildings it no

is ogeratlng.
IX. Enough is Enough:'

- Tobacco products have been the scapegoat for all
manner of groups seeking funding.

- There has been enough discrimination, enough
harassment, enough control enough censorship,
- and. enough taxatlon.

- ;ﬁ_ka natlonal ‘poll, taken in the latter part 0f 1988,
o o*showed that most Americans do not support an
félncrease in c1garette exc;se or.sales taxes.

- mf2553% stated ‘that- they believe that the taxes should ,
Ll stay the same 138%) or be 51gn1f1cantly reduced s

f :‘f‘People Tow’ understand’that the present rate of tax is
' about all the trafflc w1ll bear. o : ;




.fE T:’\kﬁlmﬁ

' X. We urge you to vote against House Bill 202: EVV”T“O ‘
=  Such a vote will protect the revenue source Eo d bt )

( o f“~rﬁ'3g‘ge,‘ret1rement of bonds issued under the LoRg-¥knee
' s oo oo Building Program. - Increased taxes‘historlcally

- have resulted in reduced sales’ and reduced’- :
. revenues. ‘ :

T




ndependent Record, Helena, Mont., Sunday, April 2, 1989
]
4 L 3
Message to Legislature
. In 1965 the Legislature passed the long-
" . -range building program and the state imme-
.«diately sold $8 million of bonds at a very low .
75 -oirate of interest. These bonds were guaranteed - - '
.. tand paid from a sinking fund consistingof 5~ .~
- - -percent of the income and corporation license
. tax. At that time the cigarette tax was com- - " -
. mitted to paying off war bonuses. - . ‘
- < 2:At the next election the people voted toadd
- +to the sinking fund the cigarette tax as soon =
~-:as the bonus bonds were paid. At the next ses-
ion of the Legislature the 5 percent of the in- -
scome and corporation tax that went into the ~ *
inking fund was increased to 11-percent.'The - -
“reasonthese large sumsaere committed to. .
the sinking fund was to sell the bonds ata Jow.- " -
j:!a;:e of interest. The law has always provided - =~ -
ts L

-ers, all interest and principal paymentson -~ -
- =and many people thought of the program as .
'+ being supported only from cigarette taxes. -

-~ 'Now, in this 1989 session, it seems that ~
“many Jegislators, not wanting to siphon in-
.--come tax revenue from the sinking fund, and

- finding the tobacco taxes not so great as they
- 0nce were,.are wondering how to pay for the ,,
+needed buildings. Therefore, 1 suggest a very -
simple and practical solution. Since there -

never was any reason why tobacco users T
“#ghould be singled out to pay for building pro- - -
..grams it is just as sensible to single out an-
. .- other group of taxpayers to contribute to the
“»long-range building program’s sinking fund.
My suggestion is the gasoline users. Add 5
. .cents per gallon to the tax on gasoline and
_earmark it for the sinking fund. Thus, no in-
come tax will be lost to the general fund and
“the building program can go forward as

planned

:-Robert D. Watt
Former Legislator
' 451 Kensington Ave,
- Missoula, Mont. -

. the bonds were made from the tobacco taxes f‘ o

C\L\\i‘ul‘\'"ﬁdf P -
'~l-‘7- 97 .
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o e _SENATE TAXATION
(Thls»tsheet to be f,used by those testlfylng on a

c : Thomas ;;V:t';i_kMaddok(

oooos1t1on to the NEED

fo‘ more ,veterans faclhtles ‘. ‘We understand ‘that part of .the problem. ,

'would prowde 314 m1lllon dollars. A Senate b111 more than 600 million dollars.

A conference comm1ttee w111 work out the fmal amount. This second largest ‘

of all federal deparitments has requests-for reinstituting VA »nursing care
for veterans in Helena

W/ﬁx

~joint - comm'ttee on mvestmg in our ‘state bulldmgs 1s st111 the -

;best way e handl «hlgh cost mvestments in 'our bulldmgs. That’s the

omm1ttee whlch fshould have been asked :to ?":ﬁll m the detalls on

veterans ca.re needs, to propose the wheremthal. l’m sure tms ';

comm1ttee Would do the "’rzght hmg ‘m accordmg the‘ pr10r1t1es oo




prem1ses open-to the pubhc to;;-be :100 per cent smokefree. The same for all buﬂdmgs

(, f 1d th 3 tlon, and zthe;resultstare clear mthe chart.

988‘,Montana sales of tate-ta.xed c1garettes plunoed oﬁ the chart to the

,lowest ‘total s1nce state taxmg began 40 years ago. Then per cap1ta consumptmn in

Montana was 133 5 packs of mgarettes. Today 1t’s an alltxme low of 87.1 packs.

Gomg down.

THE CIGARETTE TAX BELONGS TO THE STATE’S CREDITORS The state E

v 1s obhgated to\ pay an average of two and a quarter m11110n dollars a year through 196
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| DATE 9/ 7/ 4 q

B NOBA R 0? ""’i

. ( 1 HB202 18 A BACKDOOR APPROACH TO BLEED THE GENERAL FUND.

HB202 is af danberous b1ll HB202 isa combmatmn revenue and appropnatlon ;

{"blll WITHOUT f,f:.v;anLIT? s ATE CERTA]NFOR ERMINATIQN -

NO PLANS NO SPECIFIC SITE NO '»L]MIT HN'@(DSTS Som’ veterans

must be assummo HB202 1s for § an eastern Montana veterans home of some sort.

C)thers perhaps assume thlS w111 help pay for one at Galen. Others may be assummg '

there’ 11 be money to spruce up and expand Columb1a Falls. IT OOULD BE. Sect1on 7

- IS THAT KIND OF BLANK CHECK When the check bounces perhaps 1t is assumecl

. CARE FACILITIES FOR OUR VETERANS




*"

S SowETATIN

CIGARETTES DON’T PAY TAXES. PEOPLE PAY TAXES

HB202 is ent1t1ed a c:garette tax Inour codes 16 11 112 states

, that 1t 1s a tax on the consumer, ‘a tax on SALES to the people. For perspectlve

and better understandmg of - the 1mpact of tms h1dden select1ve sales tax

r_-- or even ,be able to — prepay V taxes on your products or ‘services BEFORE

dehvery, , BEFORE PAYMENT BY YOUR CUSTOMERS? How many busmesses can

b "you thmk of on wh1ch government 1mposes such a burden to stay in business?

\(See 16 11 113) IN ADDITION the c1garette d1str1butor ‘must . prov:lde hlgh cost
equlpment to afflx the state tax 1nsxgn1a and pay for the employment of people to
aff:x thetax1ns1gn1a | | | |

To the cred1t of our Montana Wholesale d1str1butors, NOT ONE OF THOSE
IN BUSINESS TODAY has ever defaulted in carrying out this great trust.

For further perspect1ve when this tax was created 40 years ago, there were
50 or more state hcensed tobacco wholesale dlstrlbutors All that’s left today
:f"‘:f': are a dozen"Montana fam11y-owned fam1ly operated wholesale ed1str1butmg ‘

busmesses The others -- six — are multlstate reg1onal or matlonal corporate

'«"Q’held busmesses The c1garette sales busmess ’ ha been“‘ ettmg}' ‘tougher, ; and e

':?f‘lncreasmg taxes on sales must be charged W1th share of th,

Cclimate..




THE DECLINE IN CIGARETTE 'SALES IS SERRQUS. s e
' No.__(Zel

( «"No'r oNLY - TO THIS STATE_ s INDEBTEDNEBg

e school @supphes »commercialﬁ cleamngand samtary
li N',, ; : 5

appropmmately one—fourth of the country‘__” tobacco and :;candy d1str1butors are

reachmg retlrement age 1n the 19905 WITHOUT PLANS FOR SUCCESSION IN PLA CE
Three -quarters of those surveyed sa1d they have been approached to sell-out or

buy out w1th1n the past 5 years. ,‘

the necessary detalls, propose' the / wherew1thal and recommend ;LONGTERM

CARE WHICH OUR VETERANS CAN BE PROUD OF "AND WE CAN BE PROUD OF."
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(This sheet to be used by those testifying on 2 té%haw&ﬂu_.x')

- DATE -”7/ 7/577 -

o / -
N }‘ME:“Thomas J. Stump DAT"ELL: N%
P.O. Box2546
ADDRESS: Great Falls M T 59403

PHONE: (406) 453 - 7628

REPRESENTING WHOM? __ Pennington’s Inc.

Also, President, Montana Association of Tobacco and Candy Distributors Inc.
APPEARING ON WHICH PROPOSAL: B89 4 THE Sewpre

DO YOU:  SUPPORT? AMEND? OPPOSE? @

?

COMMENT : . g
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// FERGUS COUNTY

STATE OF MONTANA DAT 7
/ Lewistown, Montana 59457 pitL WO HE 77/
vf&é/f A;Q§9<59
) April 4, 1989
Senator Bob Williams
Captiol Statiom
Helena, MT 59602
Dear Bob:
Here is our letter opposing HB #791. We would sure appreciate

it 1if you would read this to the Taxation Committee hearing
on Friday, April 7 at 8 o'clock A.M.

Thank you.

BOARD OF COUNTY COMMISSIONERS
FERGUS COUNTY

Alffed B. Miiler, airman
(EEEEZ;ci ./z24f§§i::::::::>

Vernon PeterGen, Vice-Chairman

C;{y0”7k4«-n—a izzégzé_aammr/

Donna Heggem, Compjigsioner

DH/mb
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FERGUS COUNTY TN
STATE OF MONTANA og ﬁ |

DATE

BILL NO ﬁ/ /7/ ek ‘*:?

‘*“’_,;

Lewistown, Montana 59457

April 4, 1989

Senate Taxation Committee
Senator Bob Brown, Chairman
Capitol Station-

Helena, MT 59601

Subject: HB #791
Dear Committee:

The Board of County Commissioners of Fergus County oppose HB #791 for
the following reasons:

1. The people of Montana should not be subject to laws written
specifically for one Company, namely, Big Sky Airlines.

2, Taxes are the responsibility of any property owner. Should
Chapter 11 be filed by the Company, payment of taxes should
be included in the reorganization plan.

3. A Contract made in 1987 between Big Sky and the Counties invol-
ved provided for long term payment of taxes and made possible
refinancing for Big Sky. At that time, the counties decided not
to accept a plea by the Company to forgive taxes, penalty, and
interest. That agreement is still in effect.

4, Should Big Sky move to the profit column in the future, payment
of taxes owed should still be made. Passage of this bill eliminates
that possibility.

Therefore, the Board of County Commissioners of Fergus County oppose
House Bill #791.

BOARD OF COUNTY COMMISSIONERS
FERGUS COUNTY

Alfréd B. Miller, Chairman

;Wf
Vernon Pete ce~Chairman
Cﬁpd”ybvﬂ»/<;2lé4ﬁ
Donna Heggem, Cénfmissioner

DH/mb
cc/Gordon Morris
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e 1
MONTANA ANNUAL CORPORATION repgrr EXHIBIT NO
MUST BE RETURNED AS REQUIRED BY 35-1-11Q2, MCA /A///)Q;

MAKE ANY CHANGES AS PER INSTRUCTIDNS AND SIGN, Bl
IF THERE ARE ND CHANGES, JUST SIGN, E%ﬁg’

¥ D’O‘

—- EITHER WAY, RETURN ORIGINAL WITH_PROPER FEE A
—- BEFORE APRIL 15, 1988  $10,00 ra -
—— AFTER APRIL 15, 1988  $15,00
RETURN TO: JIM WALTERMIRE . ’
MAKE CHECK PAYABLE TO: SECRETARY OF STATE
MONTANA STATE CAPITOL M AN 14 1928
HELENA, MT 59620 WAL § & it
SECRET ARY OF "T"?EQ
NAME : BIG SKY TRANSPORTATION CO. g;“ﬂalx@m%y.\
AGENT ! %GREG J, PETERSON FOLDER NJ: D-548853 M)
OFFICE: 2720 3RD AVE N
PO BOX: P, O, BOX 31397
CITY : BILLINGS , nT

IF THERE IS ANY CHANGE IN AGENT OR OFFICE LOCATION {ABIVE),

THE

PLEASE COMPLETY

1,

24

3.

ENCLOSED STATEMENT OF CHANGE AND SEND WITH $5,00 ADDITIONAL FEE, ANY
CHANGE IN CORPDRATE NAME [ABOVE) REQUIRES FILING AMENDED ARTICLES,

STATE/COUNTRY OF INCORPDRATION: MONTANA

DESCRIPTION OF BUSINESS:

OFFICERS OF CIORPORATION - PLEASE MAKE ANY CHANGES IN OFFICER3 NAMES AND
ADDRESSES TO THE RIGHT OF THE NAMES BELOW, ATTACH A LIST IF NOT COMPLETE,

NOTE @ PRESIDENT AND SECRETARY CANNOT BE THE SAME PERSIN,

PRESIDENT:

TERRY D MARSHALL e e e e e e e e o,
7822 BUCKSKIN~« i
SHEPERD R R A A

VICE-PRZS?

ROBERT L HAYES e,
3951 PalLIsepeEs pPK
SILLINGS I = b B

SECRETARY: Vanw j)

SEABR 00K PATZS CALse A& __O_«_P_L:_C__'_TE_R_ _____________________

1931 MULBERRY

BILLINGS b R D 4 S
TREASUR=R ﬁ

GRZ=G J PETERSON e

1336 CONCORD AVE

SILLIMNGS MT S91321 e e e e e e e

OTHER :

VICE - PRESi D ENT .
WILLAM L, SCHuYyeER 2
LS T ERRy AN RECEIVED

< % o
BILLINGS, MT  ga54 | ul
JAN 1 4 19HS
/}‘,ST §E(p8“ﬁl3>« Y -
L BERCE L. PETERSoN MEATAMA SECRETARY OF gTAFS

ATTGR MEY AT ﬂ

o ~ P L, e
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S5 SENATE TAXATION P
/ Sl

A
[
EXRIBIT NO. & perftadmanis -
zxkéﬁlbacsegg‘;
4 DIRECTORS DF CDRPORATION {MINIMUM DF DONE REQUIRED): PLEA?&@ AKE [y

CHANGES IN DIRECTORS NAMES AND ADDRESSES TO THE RIGHT JF PRt
. ATTACH A LIST IF NOT COMPLETE, BILL NO__[7:2 /. -
- ,v, HOLEMAN
358C MASTERSON CR
BILLINGS MT 59187 o
- ——e—e ——— 0
JASE O NORSUWORTHY CC”‘*‘R““*ho__Cé?és__{ﬂg__gf}ﬂgéﬁi ____________
. 2005 PLY DR
W BILLINGS MT S91GL
. GEDRGE SELOVER Q\HCé—CH"m“’H"ﬁ_ ALse AN _GFFCER)
B 2046 PRYDR LN §
BILLINGS M S Bl
TERRY D MARSHALL
7822 BUCKSKIN
SHEPERD mT s907e o _____ e
- e e
JON MARCHT (o __17T3_NAtEy __VIEL. ReAD __
BEX—%37
- POL SON B R A -

THIS IS AN ABBREVIATED LIST OF DIRSECTORS A5 SHOWN ON OUR RECORDS.,

M PLEASE FILL IN THE BLANKS BRELOMW WITH THE CORRECT NUMBER OF ISSUED S5SHARES,
ANY CHANGE IN AUTHORIZED SHARES REQUIRES AMEINDING THE ARTICLES, ATTACH A
LIST 1IF NOT COMPLETE,

»
- SHARES SHARES ISSUED : par
AUTHORI ZED CUR RECORDS DUP, RECDRDS CLASS SERIES vaLUE
10100605, 80 _ 2414875,00 _diﬁ 1667 ____ COMMON a1l
1008000, 00 C.00 ~T FTTrZZT="""T" PREFER De10

W MY SIGNATURE BELODW, I, AN OFFICER DF THE ABDUE CORPORATION, DO STATZI THAT
. SIGNED THIS REPORYT ON BEHALF NDF THE CORPORATION AND THAT THE STATEMENTS
<“EREIN CONTAINED ARE TRUE, UNDER PENALTY OF FALSE SKEARING,

CORPOD
oA TREASYRER __ £ _CFo /12/55
£ TITLE OF OFFICER DATE

PLEASE ATTACH CORRECT FILING FEE 7O THIS REPDRT:
FILING FEE IS $10,00 IF FILED PRIDR TO APRIL 15TH,

FILING FEZ IS5 $15,00 IF FILED AFTER APRIL 15TH,
-
-
-
-
-
, )
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SEMATE TAXATION

ExhiT No_ 2./ %
SECRETARY OF STATE /225

STATE OF MONTANA

L; ) CERTIFICATE OF AMENDMENT
it TO THE CERTIFICATE OF INCORPORATION

iy , I, MIKE COONEY, Secretary of State of the State of Montana,

’q do hereby certify that the Articles of Amendment to the
' Articles of Incorporation of BIG SKY TRANSPORTATION CO., a
Montana profit corporation, duly executed pursuant to the
provisions of Section 35-1-210, Montana Code Annotated, have
been received in my office and conform to law.

NOW, THEREFORE, I, MIKE COONEY, as such Secretary of State,
by virtue of the authority vested in me by law, hereby issue
this Certificate of Amendment to the Certificate of
Incorporation of BIG SKY TRANSPORTATION CO., a Montana profit
corporation, and attach hereto a copy of the Articles of
Amendment to the Articles of Incorporation.

IN WITNESS WHEREOF, I have
hereunto set my hand and
= affixed the Great Seal of the
L State of Montana, at Helens,
4 the Capital, this February 13,
5 A.D. 1989.

VR S h Y

. ey
oo ﬁ;"m i
/ &l-"f.-;'f,..»-'r({.—

(GREAT SEAL) MIKE COONEY
b Secretary of State
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SERATE TAXATION
ExHbit Mg 3 &5

ARTICLES OF AMENDMENT
OF THE

ARTICLES OF INCORPORATION |

OF PetoLAigEY @

BIG SKY TRANSPORTATION CO.

"SECRETARY OF STATE "

The undersigned, Terry D. Marshall and Seabrook Pates, the
President and Secretary, respectively, of Big Sky Transportation Co.
(the "Company"), a corporation organized pursuant to Title 35, Chapter
1, of the Montana Code Annotated, hereby certify that: :

(i) the Amendment to the Articles of Incorporation of the
Company set forth in paragraph (vi) below was duly adopted in
accordance with the laws of the State of Montana and the Articles
of Incorporation and Bylaws of the Company at the Annual Meeting
of Stockholders of the Company held on January 19, 1989;

(ii) the number of shares of common stock and preferred
stock outstanding on December 1, 1988, the record date for the
meeting, were 2,417,053 and 529,989, respectively;

(iii) the holders of common stock and preferred stock were
each entitled to vote on the amendment as a separate class;

(iv) the numbers of common shares voted for and against such
amendment were 1,389,221 and 47,555, respectively;

(v) 529,989 preferred shares were voted for such amendment
and no shares were voted against such amendment; and

(vi) the resolutions adopted by the shareholders to amend
the Articles of Incorporation were as follows:

RESOLVED, the first paragraph of Article Fourth of the
Articles of Incorporation be amended to read as follows:

"FOURTH"

The aggregate number of shares which the corporation shall
have authority to 1issue is 13,600,000 shares, divided into
10,100,000 shares of common stock, par value $.10 per share, and
3,500,000 shares of preferred stock, par value $.10 per share."

FURTHER RESOLVED, that in all other respects Article Fourth
shall remain unchanged.



IN WITNESS WHEREOF,
day of January,

instrument this 3

STATE OF MONTANA )

})ss.

COUNTY OF YELLOWSTONE )

SENATE TAXATION

é
EXHIBIT NO .
DATE L/f///{(/;} -
% uf
the undersigned ha®dl N8 ;
1989.

.

BIG SKY TRANSPORTATION CO.

5' W
Terrvy T. Marshall
President

By

BY (QQ_L\)\LA L) '\ - - \l;jsj- 9:'-'-'4-»- co—_
Seabrook Pates
Secretary

On this 3 /afday of January, 1989 before me a Notary Public

within and for said County,
Seabrook Pates, known to
respectively,

personally appeared Terry D. Marshall and .
me to be the President and Secretary,

of the corporation that executed the within instrument,

and acknowledged to me that such corporation executed the same.

(Notarial Seal)

Lo £ M“o

ﬁgtary Public

NOTARY PUBLILC for Lhe Stztz of Hontans
Resicing abt Lovrol, tontana

My commiusion expires March 21, 1989




State of Montana

Stan Stephens, Governor

Department of Revenue
Ken Nordtvedt, Director

Data Processing Division
Brenda Haseman, Administrator

April 4, 1989
MEMORANDUM

TO: Steve Bender
Acting Deputy Director

FROM: Larry Finch, Acting Chiefgz
Research Bureau

RE: Senator Eck Pension Data Request

Computer simulations using the 1986 and 1987 income tax samples
indicate the following revenue effects of selected pension
proposals:

Proposal Revenue Impact
Allow Full Exclusion for Federal PensionNS......... $(2,540,000)
Allow Blanket Exclusion of $16,000 for

Federal, State, and Local PensiONS.ceiecceaccsss $(2,270,000)

Allow Blanket Exclusion of $20,000 for .
Federal, State, and Local PensionS....eececeeese $(2,460,000)
Allow Blanket Exclusion of $16,000 for

All PensionsS....ceoceeas Cese s s sensssansasoanea . $(3,420,000)
Allow Blanket Exclusion of $20,000 for

All PensSioOnNS..c.ceeeesceccccncens Ceeceeseccn e ea $(3,763,573)
Room 418, Sam W. Mitchel]l Bunlding i-106) 444-3149 Helena, Montana 59620

"An Equal Opportunity Employer”
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ez TE TAXATION T
TEACHERS' RETIREMENT SYSTEM ' —5—bd—
Lo j’ / 7/M
1500 SIXTH AVENUE E‘LL No - g é -
HELENA, MONTANA 59620-0139 (406) 444-3134 STAN STEPHENS, GOVERNOR
DAVID L. SENN, EXECUTIVE SECRETARY MARY L. HARRINGTON, ASST EXECUTIVE SECRETARY

MEMOD2RANDUM

70: Senator Dorothy Eck

T

FROM: David L. Senn, Executive Secretary
DATE: April 6, 13889

RE: Senate Bill 471

Senate Bill 471 will exempt from state income tax the first $16,000.00 received unde
Montana and federal public pensions. As I read the bill I do not see that $16,000 ‘;
indexed for inflation. Unless the $16,000 annual exclusion is indexed for inflatio

this legislation will result in an erosion of state retirees spendable income, which ma-
not have been intended by the bill or the Supreme Court Ruling. 9

As you regquested we have analyzed the records of the Teachers' Retirement System and fin
the following:

Table I Impact this legislation would have had on Teachers' Retirement System membejg
retiring in each of the last three fiscal years.

FY 1986 FY 1887 Fy 1988
Total number retired each year 360 280 334
Number in excess of $16,000 99 &9 105 b
Average monthly benefit $1,046.45 $1,020.90 $1,104.61 ?
Benefits in excess
of $16,000 $473,311.00 $340,038.00 $514,886.00

Table II Number of Teachers' Retirement System retirees and the total benefits that
wonld be subject to state income taxes at different levels of exemption. p

Exempt
$16,000.00 $18,000.00 $20,000.00
Number of retirees 495 331 213
Average monthly benefit $1,681.52 $1,831.03 $1,967.22
Benefits subject to taxes $2,127,600.00 $1,314,867.00 $1,194,200.00

Table IITI Current statistics for all retirees under the Teachers' Retirement System.

Total Retirees 6,233
Average monthly benefit $ 630.15
Total annval benefits $47,057,300.00

If I can be of further assistance, please do not hesitate to call.

"AN EQUAL OPPORTUNITY EMPLOYER"
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E.k'}‘vtB’T NO
Date_

(406) 444-3154

1712 9TH AVENUE
HELENA, MONTANA 58620-0131

April ©, 1989

Senator bDorothy Eck
Capitol Station
Helena, MT 59620
SUBJECT: 3B 471

Dear Senator Eck:

Encloused are the recaps you requested showing the level of benefits
paid from the various PERD administered retirement systems.

Schedule I shows the number of individuals from each system receiving
annual benefits in excess of $16,000, $18,000 and $20,000.

Schedule 1I is a recap of the new retirees for the years 1986, 1987 and
1988.

If you have any questions on this data or require any additional
information, please contact me at your earliest convenience.

Respegtfully,

1

‘ 2], -/ X
,// / ’ ’/ o

Aw,ﬁﬁdﬁﬁ%my¥

Irawrence P. Nachtsheim
Administrator

LPN/lo

Enclosures

‘AN EQUAL OPPORTUNITY EMPLOYER™
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. JUDGES

oW,

CH.B:
"SHERIFFS
POLICE
F.U.R.S.
ALL

i pe e ]

RETIREMENT BENEFITS FOR IN-STATE RESIDENTS

IN _EXCESS OF $18,000

PERS
JUDGES
G.W.
H.P.
SHERIFFS
POLICE
F.U.R.S.
ALL

OF $16,000

Number of
Retirees Highest Benefit Lowest Benefit Average Benefit Total Benefits Paid Over $16,000
160 $27,955.00 $16,004.00 $19,109.00 $3,057,489.00 $497,489.00
19 31,591.00 17,568.00 23,164.00 440,123.00 136,123.00
10 24,435.00 16,1604.00 19,599.00 195,994.00 35,994.00
18 23,596.00 16,083.00 18,416.00 331,487.00 43,487.00
1 16,066.00 16,066.00 16,066.00 16,066.00 66.00
13 21,398.00 16,337.00 18,082.00 235,068.00 27,068.00
28 24,240.00 16,019.00 17,708.00 495,835.00 47,835.00
249 31,591.00 16,019.00 19,165.00 4,772,062.00 788,062.00

Number of
Retirees Highest Benefit Lowest Benefit Average Benefit Total Benefits Paid Over $18,000
83 $27,955.00 $18,086.00 $21,139.00 $1,754,529.00 $260,529.00
17 31,591.00 19,736.00 23,806.00 404,703.00 98,703.00
5 24,435.00 18,667.00 21,761.00 130,567.00 22,567.00
10 23,596.00 18,491.00 19,508.00 195,084.00 15,084.00
0 .00 .00 .Q0 .00 .00
6 21,398.00 18,043.00 19,445.00 116,672.00 8,672.00
(3) 24,240.00 18,849.00 20,694.00 124,162.00 16,162.00
128 31,591.00 18,043.00 21,295.00 2,725,717.00 421,717.00

IN EXCESS OF $20,000

PERS
JUGES
G.W.
H.P.
SHERIFFS
POLICE
F.U.R.S.
ALL

Number of
Retirees Highest Benefit Lowest Benefit Average Benefit Total Benefits Paid Over $20,000
51 $27,955.00 $20,009.00 $22,479.00 $1,146,440.00 $126,440.00
13 31,591.00 20,088.00 25,021.00 325,273.00 65,273.00
4 24,435.00 20,966.00 23,307.00 93,228.36 13,228.00
1 23,596.00 23,596.00 23,596.00 23,996.00 3,596.00
0 .00 .00 .00 .00 .00
2 21,3%8.00 20,736.00 21,067.00 42,134.00 2,134.00
4 24,240.00 20,142.00 21,586.00 86,343.60 6,343.60
75 31,591.00 20,009.00 22,894.00 1,717,016.00 217,016.00



SENATE TAXATION

CHEDULE II ; Ve
- EvielT NO 4" DA
BENEFITS PAID TO NEW RETIREES DATE. L// / Z/j%g
e CALENDAR YEAR 1988 BitL NO. 37‘)%9 7 =z
Number of
. Retirees Highest Benefit Lowest Benefit Average Benefit
[ ]
PERS 662 $22,759.00 $ 262.00 $ 5,813.00
: JUDGES 2 20,088.00 12,610.00 16,349.00
i G.W. 4 18,672.00 3,491.00 13,836.00
H.P. 14 19,908.00 10,254.00 14,472.00
SHERIFFS 11 16,066.00 1,099.00 9,281.00
" POLICE 21 21,398.00 8,574.00 13,342.00
VOL. F.F. 34 1,713.00 857.00 1,418.00
F.U.R.S. 19 20,995.00 900.00 13,965.00
- ALL 767 22,759.00 262.00 6,308.00
-
CALENDAR YEAR 1987
- Number of
Retirees Highest Benefit Lowest Benefit Average Benefit
PERS 692 $27,768.00 $ 119.00 $ 5,513.00
- JUDGES 0 .00 .00 .00
G.W. 4 23,426.00 13,202.00 16,912.00
: H.P. 11 23,596.00 10,846.00 14,782.00
- SHERIFFS 3 10,630.00 4,046.00 6,350.00
POLICE 19 19,883.00 8,256.00 13,808.00
VOL. F.F. 55 1,713.00 857.00 1,405.00
” F.U.R.S. 17 17,746.00 751.00 11,863.00
ALL 801 27,768.00 119.00 5,750.00
"
: CALENDAR YEAR 1986
-
Number of
) Retirees Highest Benefit Lowest Benefit Average Benefit
PERS 585 $23,745.00 $ 279.00 $ 5,543.00
JUDGES 1 22,870.00 22,870.00 22,870.00
G.W. 0 .00 .00 .00
- H.P. 13 19,832.00 5,397.00 14,516.00
SHERIFFS 12 3,862.00 1,266.00 5,799.00
, POLICE 16 18,452.00 8,256.00 11,933.00
- VOL. F.F. 37 1,713.00 857.00 1,412.00
F.U.R.S. 16 18,969.00 3800.00 11,893.00
ﬁ ALL 680 '23,745.00 279.00 5,819.00
-
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Alternatives to $16,000 Exemption of
State, Local and Federal Retirement

Option 1 -- Exempt All Federal and Private Pensions

Option 2 -- Exempt Previously Taxed Portion of All Pensions

(1) An allowance for tax-free pension income is
made for employee contributions to pension
funds previously taxed by the State of
Montana. The tax-free allowance is:

35% X|Years of Employee Contributions Taxed by Montana|X Pension
Years of Employee Contributions to Pension
(2) In addition to the allowance of (1), the next
$14,000 of pension income is tax-free.

(3) The amount in (2) is indexed for inflation
using the inflation factor defined in 15-30-
. 101 (B), MCA,
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Private-sector re :
fight pension-tax bias

.Chargmg dxscnmmatxon members of a group of pnvate bu-
iiness retirees met Monday over state taxation of their retlre-
nent benefits.

Lou Marquardt, spokesman for the group known as E.T. for
Zquity in Taxation, noted that a Supreme Court decision last
veek requires that federal pensxons be treated equally W1th state
nd local pensxons

““Why aren’t prwate pensxoners also treated equally"” Mar-
uardt asked. = .

Marquardt the group t’ears the Legxslature might remove taxa-
on from federal pensions to achieve equality, while totally ignor-
1g the needs of the private sector retirees. E.T. members voted
) support Sen, Dorothy Eck’s proposal to exempt $16,000 of
veryone’s retirement benefits as the ‘‘only fair to treat us all
like,”" Marquardt said.

He said *‘a possible lawsuit’” would be explored if legislative -
:tion is not forthcoming. “We had not intended to bring this sub-
ct up in this session,” said Marquardt, ‘‘but since the Legisla-

re is scurrying to meet the court requxrments it might as well
eat us all the same.”

A
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Federal employees

back bill to equalize
pensions’ tax status

By Standard Staff

Representatives of retired federal
employees are pleased that the
Montana Senate will consider a bill
to change the way their taxes are
calculated. .

Sen Dorothy Eck, D-Bozeman,
said late last week she is proposing
a bill that is expected to bring Mon-
tana into compliance with a recent
U.S. Supreme Court decision.

Just before Eck’s announcement,
Edmund Sheehy told The Standard
he felt something had to be done
soon. Sheey, president of the Mon-
tana branch of the National Associ-
ation of Retired Federal Employ-
ees, noted that state Revenue Direc-
tor Ken Nordtvedt had laid out pro-
posals regarding the Supreme Court
decision.

“I don’t think that the ball’s in
his court,” Sheehy said, adding the

We’re part of

Montana’s tax base.
| don’t want to
sound like we're not
concerned with
Montana’s taxing
problems — we are.
— Margaret Fleming

lrn_atter must be resolved legislative-
y.

Margaret Fleming of Butte, the
group's vice president, said there is
a certain amount of urgency in get-
ting Montana’s laws changed so
that retired federal workers are
treated the same as state and local
government retirees. That's be-
cause a question exists over wheth-
er the state would have to refund
taxes paid by those federal retirees
over the past five years, the length
of the statute of limitations.

In late March, the court ruled 8-1
that if a state grants tax exemp-
tions on the pensions of retired state
employees, it must have the same
standards for those retired from

federal jobs. .Though that case
arose in Michigan, it is expected to
have the same effect in 14 other
states, including Montana.

Montana allows federal retirees
an exemption on the first $3,600 of
their pensions, but grants former
state workers a $16,000 waiver.

People who have retired to Mon-
tana from other states or the mili-
tary are also granted only $3,600
tax-free, and that allowance also be
increased under proposed legisla-
tion.

Eck said her bill will suggest giv-
ing all former government workers
the $16,000 exemption to meet the
equalization, though she said that
could be negotiated.

Fleming said, however, there’s
still the question of taxes paid by
former federal workers in the past.

She said Montanans on federal
pensions realize as well as anyone
that state government is strapped,
and thus if old tax payments are to
be reimbursed, it would probably be
best if the state started as soon as
possible.

“We're part of Montana’s tax
base,” Fleming said. “I don’t want
to sound like we're not concerned
with Montana's taxing problems —
we are.”

The issue isn’'t so much that fed-
eral employees are given an exemp-
tion under the Supreme Court rul-
ing, but that they are given the
same treatment as former state
workers. Thus, it may be possible,
though doubtful, that past state
workers' exemptions would be re-
duced to the $3,600 now given the
federal ones.

“I shouldn't be opposed to that,”
Sheehy said, emphasizing equality
is the key.

However, he said ‘““There should
be some incentive to keep the fed-
eral retirees in the state.”

Federal pensions coming to Mon-
tanans amount to nearly $7 million

a month, he said, and those people

pay property taxes and make pur-
chases here.

Also, both Fleming and Sheehy
said they feel it is inappropriate for
them to suggest what exemptions
state retirees should get, and pro-
posirig a reduction to the federal
workers’ level would be doing that.
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PO Box 277
Helena, MT 59624

Testimony on SB 471
April 7, 1989

My name is Mary L. Craig of Helena representing a group of
private retirees across the state. Very simply, we want
equity in the treatment of retirement benefits in our tax
laws. Senator Hager will be presenting an amendment to
SB 471 which will exempt the first $16,000 of any retirement
benefits from state taxation. We support SB 471 with that
amendment. We would support any provision which treats
everyone alike, e.g. SB 463 passed by the Senate earlier.
The problem with that bill is that it may or may not become
law so we can't count on it.

In my practice as a CPA there is one problem that continually
has caught my attention - and that is the gross inequity in
the way our law treats the taxation of retirement benefits.
Some progress was made last session with the passage of Sen
Mazurek's bill to bring private retirees up to the $3600 of
the federal retirees. Now is the time to make that progress
complete. The Supreme Court decision relating to federal
pensions gives us the opportunity to changethe law to give
gll retirees the same exemption.

Our Montana Constitution provides that we shall all have the
equal protection of the law and that our individual dignity
shall be protected. Equalizing tax treatment of all retirement
income will make us all 1st class citizens. Please support
Sen. Hager's amendment and then pass out SB 471 with a

DO PASS.

et

2

3
8



SENATE TAYATION
o/
EXHIBIT NO.

Association of Montana Retired Public Empie 7
AMRPE Post Office Box 4721 BILL NO._=>X 7 o Torori
Helena, Montana corporation
59604 of P.E.R.S. Retirees

for P.E.R.S. Retirees

TESTIMONY ON SB 471

Dick Williams, President

The Association of Montana Retired Public Employees is a
statewide non-profit organization of 4,000 retired state, county
and municipal employees.

The Association has, since its inception, opposed any taxation
of PERS benefits. As most of you are aware, public employee
salaries historically fell short of the federal and private sector;
in many instances far short. In addition, many private sector
retirement plans contain substantial benefits, such as medical
insurance and automatic cost of 1living adjustments, which the

~ public sector plans don’t contain. The exemption of PERS payments
from taxation is one of the few benefits offered retired public
employees. The exemption helps attract and retain qualified
public employees. The State of Montana has a moral, if not
legal, obligation to those retirees and current employees who
entered employment and served their years in anticipation of
their benefits not being taxed.

As you can imagine, the issue of taxation of PERS benefits
has come as a major surprise to The Association. However, The
Association recognizes the need of the Legislature to address the
decision of the U.S. Supreme Court.

The preference of The Association is to continue the present
exemption and, if legally necessary, exempt all federal retirement
benefits. However, if the Legislature feels that it is absolutely
necessary to tax those benefits above $16,000, then The Association
reluctantly supports SB 471. However, The Association strongly
opposes any reduction of the bill below the $16,000 level.
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April 5, 1989
Dear 3enator,

Regarding: Senate 3111 No. 471
Introduced by Dorotay Zecx, 3ozeman

"An zct exempting from tzxation
the first 316,000 of retirement bernefits

received under Montznz =2nd Feder=zl Public
Pensions"

Plezse consider wmodifying this bill to provide for
ALL pensioners to be'treated as ZJUAL under

Montana Individusl Income Tax lzws,

Senefits received as an annulity, peunsion or endowment
under tne 2udlic EZmployee Retlrexent Systexn,

tne Federal bkmployees Retirement act, znd

any Private or Corporate rflan or 3Systen
should each be accorded tane same treatment when

considered for exemption from taxstion.

Yours traly,
e K.é{puef
Rex 4. Young Texpayer & Pensioner

1407 Jerome Place _
Helena, Montana 59301
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