MINUTES

MONTANA HOUSE OF REPRESENTATIVES
52nd LEGISLATURE - REGULAR SESSION

COMMITTEE ON TAXATION

Call to Order: By DAN HARRINGTON, CHAIR, on February 1, 1991, at
9:01 a.m.

ROLL CALL

Members Present:
Dan Harrington, Chairman (D)
Bob Ream, Vice-Chairman (D)
Ben Cohen, Vice-Chair (D)
Ed Dolezal (D)
Jim Elliott (D)
Orval Ellison (R)
Russell Fagg (R)
Mike Foster (R)
Bob Gilbert (R)
David Hoffman (R)
Jim Madison (D)
Ed McCaffree (D)
Bea McCarthy (D)
Tom Nelson (R)
Mark O'Keefe (D)
Bob Raney (D)
Ted Schye (D)
Barry "Spook" Stang (D)
Fred Thomas (R)
Dave Wanzenried (D)

Members Excused: Rep M. Hanson (R)

Staff Present: Lee Heiman, Legislative Council
Lois O'Connor, Committee Secretary

Please Note: These are summary minutes. Testimony and
discussion are paraphrased and condensed.

HEARING ON HB 397
An act authorizing the trustees of a school district to adopt a
revised final budget.

Presentation and Opening Statement by Sponsor:

REP. BARDANOUVE, House District 16, Harlem, said HB 397 is the
result of a serious situation in District 12. As a result of the
last session, they have lost 0il revenue and are now faced with a
levy of 522 mills. This bill will allow the ranchers some
relief. District 12 does have a large Indian population and they
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do receive 874 money. The people of District 12 have filed a
suit against the school board because of the large amount of
mills levied. He has since looked at why there was such a big

raise.

According to the Harlem budget, the school board has put money in
reserves and raised the mill levies at the same time. He spoke
to the school board and County Commissioners and showed them how
to reduce a minimum of 57 mills by using the reserve. The County
Treasurer would refund the 57 mill levy to the taxpayer by cash
or give them a credit. Everyone agreed to it. There is nothing
in the law that prohibits the refunding of the reduction in
budget and legality was the concern of the County Commissioners.
HB 397 allows for a refund and makes those refunds legal.

Proponents' Testimony:

Greg Groepper, OPI, stated HB 397 would provide an opportunity
for all school districts that have run into the same problem.
School districts are confused about how to deal with their
budgets and the 874 money. This issue came before the HB 28
interim committee as well. The law would allow the districts to
give the refunds. Saying it doesn't prohibit them from doing
something is very different than having it in statute. County
Attorneys would rest more easily if HB 397 is adopted.

Don Bitz, Box Elder, G-13 Taxpayers, said citizens of Box Elder
had an 80% increase in their overall property taxes. This issue
was the reason why. Ninety percent of the taxpayers paid their
taxes under protest. We were given the advice to talk to the
school board; then come back and talk to the county officials,
which we did. When we got to the county level, we could find no
mechanical means to have our funds refunded. We were then
advised to go to the Attorney General. The County Attorney met
with the AG, and they were told that there was no way to get
their money back. HB 397 or legal action is their only recourse
to have their money funded.

SEN. HOCKETT said he attended some of the meetings being held in
Box Elder. The County Commissioners and school board were
reluctant to refund their money because it had not been done
before. He stood in support of HB 397.

Opponents! Testimony:

Kay McKenna, Montana Association of County School
Superintendents, gave the background of the budgeting and levying
of school budgets. When budgets for school districts are
finalized, levies are set. All revenues that come from the
levies are distributed to the school districts according to the
percent each levy is to the total school levy. For example, you
have school levies at 80% of all the school levies go to the
General Fund. Eighty percent is distributed in the General Fund,
5% into debt service, and 10% into transportation. The total
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school levy is broken down into all the funds as to the percent
of the total levy. If the school district is allowed to come in
anytime of the year and revise their budgets, all of the
distributions have to be fixed. The Treasurer and Assessor would
have to recalculate all the tax bills. The man hour cost to do
this would be prohibitive along with paying the postage on the
changes. All of the dispersements and the percent of the total
school levy would have to be recalculated, refunded, or credited.
to all the school accounts. She sees no reason to cause all of
this confusion. If a school district finds itself with
additional revenue or more revenue than it needs, why not wait
and credit or reappropriate those revenues on the next years
budget. That year the taxpayers would benefit.

The fact that HB 397 has a retroactive applicability date is also
unrealistic. All of us know that county employees are over
worked and under paid. This is additional and unnecessary work
to put on them.

Phil Campbell, Montana Education Association, said they do not
oppose the intent of the bill, but they do raise concerns. On
Page 4, Line 17, the word "not" has been crossed out. This makes
a substantive change in the reserve accounts. Currently,
reserves cannot be spent. On Page 6, Line 3, the words "at any
time". If the buddets are adjusted, his organization has no
problem with it; but if it means cutting budgets any time during
the year, they have concerns.

Questions From Committee Members:

REP. McCAFFREE asked REP. BARDANOUVE if it was his intent that
they could come in any time of the year and adjust the budget.
REP. BARDANOUVE said logically no school board would be reelected
if they could adjust the budget any time of the year. It would
only be on rare occasions or a situation like this. REP.
McCAFFREE asked if a limit on the reserve would solve the
problem. REP. BARDANOUVE said he would hesitate to get into this
controversial area. They would have many school boards down
their necks. REP. McCAFFREE said it would be easier if we could
prevent this from happening. If the County Superintendents were
doing their jobs, it wouldn't happen. REP. BARDANOUVE agreed,
but said that people are human and they do make mistakes. The
mistake was made and they are just paying for it.

REP. RANEY asked since as fiscally conservative and the protector
of the taxpayer dollars that he is, how did he feel about the
cost of redistributing the money being equal to the money your
redistributing. REP. BARDANOUVE said it could not be that much
cost. With the meetings he has had with the school boards,
County Assessors, and County Superintendents, none have raised a
fuss about the cost of recalculating the budget.

REP. HARRINGTON asked REP. BARDANOUVE if he thought this was
setting a precedent since the districts are starting suits
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against the school boards because they feel their taxes are too
high. REP. BARDANOUVE said the potential is there now if they
want to pursue the judiciary process.

REP. REAM said that this is suppose to be a one time only
problem. As a result of the action taken in the special session,
would he be amenable to making his legislation a sunset. REP.
BARDANOUVE said its possible, but he felt it would deny other
people the opportunity to have a more fair assessment of their
property.

REP. O'KEEFE asked Cort Harrington, Attorney, asked if the
Treasurers have an opinion on the bill. Mr. Harrington said no.
REP. O'KEEFE said County Attorneys are elected and have the
authority to do this and asked if the people in REP. BARDANOUVE'S
district shouldn't get rid of the County Attorney. REP.
BARDANOUVE said the money will be down the drain before that
happens. Those people want their money now not two years from
now when the County Attorney comes up for reelection. REP.
O'KEEFE said people do have an avenue of relief now if they can
convince the County Attorney that they should be representing
them. REP. BARDANOUVE said HB 397 states that this shall be
done.

REP. RANEY asked Gordon Morris, MACO, what the cost of
redistributing the money would be and does it make it worth
doing. Mr. Morris said he has had two calls in relation to HB
397. There is no way to assess the costs. If the refunds are
warranted, the costs have to be absorbed. HB 397 is unnecessary.
If the taxes were erroneously collected, the refund is provided
for under current law. It is a case where everyone needs to be
reminded. He was unaware that the AG's opinion was requested.
He would suggest that if this were the case, the AG's opinion
would probably have to rule that these statutes have to be
"liberally construed" as it says in the state Constitution.

REP. FOSTER asked Kay McKenna what her role is when the school
board makes its budget. Ms. McKenna said initially it is the
school board who sets the amount of reserve within the restraint
of the statute. It is not the County Superintendents. When a
school board budget comes to the County Superintendent's office,
all the expenditures are reviewed. The County Superintendent
puts in the revenues and its done within coordination with the
District Clerk. It is the County Superintendent's job to plug in
all the revenue. The reserve limit is set by the local district
school board not the County Superintendent. The County
Superintendent interferes only when it over the maximum. REP.
FOSTER referred to the wording on Page 6 which states "the County
Superintendent is going to examine this revised final budget" and
asked what the word examine means. Ms. McKenna said this is the
County Superintendent's job already. Any budget, before it goes
into OPI, is examined and reviewed before it goes the next step.
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REP. ELLISON asked for clarification. 1In the Box Elder District
the suit has already been filed. If the decision is in favor of
the plaintiffs, all the work still has to be done. He asked if
the bill is just clarifying if this is permissible. Ms. McKenna
said her point in opposing the bill is that she represents 56
counties. She would hate to see a law passed that would affect
all of the counties when we could have a County Attorney take
care of the problem in the Box Elder area. Why make a law over
something that each county can handle by itself.

REP. HOFFMAN said he was confused on the Attorney General's
opinion and asked if anyone could clarify it. Don Bitz said we
were told to go to the County Attorney and find out the legal
manner in which this could be handled. The County Attorney said
that he could not find one. He doesn't know what law everyone is
referring to when they say reimbursement can be done. The County
Attorney went to the AG and asked for an opinion. The AG
responded that they could find no method of refunding their
money.

Closing by Sponsor:

REP. BARDANOUVE stated that this is voluntary, permissive, and
does not hurt the school districts. It must be approved by the
County Superintendent, County Commissioner, and County
Treasurers. He thinks that the committee should be concerned
about the people who pay the bills.

HEARING ON HB 394
An act allowing a local government to impose a local option tax
under the lodging facility use tax.

Presentation and Opening Statement by Sponsor:

REP. NISBET, House District 35, Great Falls, stated HB 394 would
allow a local option lodging facility use tax. Page 3, Section
2, sets up the power for local governments to impose the tax;
Section 3 sets up a procedure for the electorate to vote on
setting up the tax; Section 4 deals with the distribution of the
revenue that is collected. Page 6, Line 8 point out what the
revenues may be used for. The revenue must be used for tourism
promotion and the development of tourism-related facilities. The
bill contains a definition of what tourism-related facilities
are. These are facilities that promotes the history, culture,
scenic attraction, natural resources, or recreational
opportunities of an area.

Proponents' Testimony:

Alec Hansen, Montana League of Cities and Towns, said last fall
there was a referendum on the ballot in Great Fall to fund a
special improvement for the fair grounds with a property tax mill
levy. There was also an election in Billing to increase the self
imposed limit on property tax mill that could be levied. Both of
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the measures failed. This is a message that states the property
tax system in Montana is overloaded. The people will resist any
additional property tax levies for any purpose. We must develop
other alternatives to fund public facilities. HB 394 provides a
method that is logical, equitable, and based on the concept that
people are going contribute something to the cost of the
services. Montana must move in this direction in the future.

Jim Nugent, City of Missoula, urged the committee's support of HB
394. The property tax system is overloaded and the state has
missed the boat on local option taxes. The 1987 study indicated
that 43 states have this type of tax. Page 3 states the
definition of tourism-related facilities. The items listed are
the types of items that are going to draw people together in your
communities and it must be voter approved.

Deborah Schlesinger, Montana Cultural Advocacy, said because of
the restrictions of I-105, museums and arts facilities are in
desperate need of funding. With current local government
financial problems, new facilities are out of the question and
maintenance of existing facilities is negligible. Attracting
tourist to Montana requires more than marketing efforts. It
requires that we have something to offer them once they arrive.
HB 394 is not a solution, but it would help.

Dave Woodgerd, DOR, stated that the Department was neither an
opponent or proponent of HB 394. He provided the committee with
technical amendments which would make the bill easier to
administer by the Department should it pass. EXHIBIT 1

Opponents' Testimony:

Larry McRae, Flathead Visitor's Association, provided written
testimony. EXHIBIT 2,3,4,5,6,7,8,9,10

Keith Colbo, Montana Tourism Coalition, said the purpose of the
Coalition is to educate all the elements of the tourism industry
of the benefits of the second largest employer in the state. He
is here to protect the accommodations tax from anything that
would reduce its effectiveness. HB 394 would do this. Eighty
two percent of the nonresident expenditures in the state for
tourism go towards things other than lodging. We have a good
thing going in the bed tax. He urged the committee's support of
the bed tax in its current form.

Dennis Burr, Montana Taxpayers Association, stated property taxes
are overworked, but there is public resistance to an increase.
The problem with HB 394 is that by putting a tax on a selective
area, you allow people to vote on taxes that they do not have to
pay. It doesn't require them to analyze the cost benefits of the
project as thoroughly if they are not going to be impacted by the
tax that goes with the project.
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F.H. '"Buck" Boles, Montana Chamber of Commerce, objected to the
selective sales tax approach of HB 394. Tax reform is needed in
the state, but this is not the way to do it. The Legislature has
the responsibility to tax. This would be given over to a local
community, then the minority group is taxed by the majority.
Imposing taxes is the responsibility of the Legislature not the
local governments.

Jim Tweedt, Great Falls Hotel/Motel Association, stated the
Association has opposed all local option taxes in that it pits
one city against the other. It is an unfair advantage in the
competitive bidding process. The language in HB 394 targets
Great Falls to impose a local bed tax to fund the renovation of
their fairgrounds. This is an attempt to levy a tax on 25 - 40
motel owners and operators rather than a broader segment of the
users and beneficiaries of this facility.

Rick McCamby, Great Falls Hotel\Motel Association, went on record
in opposition to HB 394. If there is going to be a local option
tax, it should be broad based to make it fair.

Bill Murray, Great Falls Hotel\Motel Association, went on record
in opposition to HB 394.

Bonnie Tippy, Montana Innkeepers Association, stated proponents
of this legislation talk about West Yellowstone. West
Yellowstone has a sales tax, it is not just a lodging facility
use tax. It is not a fair comparison to make when what we are
seeking to do is impose a tax on lodging facilities only.

Questions From Committee Members: None

Closing by Sponsor:

REP. NISBET said it is ironic that he is carrying HB 394 as his
family was involved in the hotel industry. The motel owners are
not the people who would pay these taxes, they are passed on to
the people who rent the rooms. HB 394 limits the use of the
revenues raised and he urged the committee's support.

HEARING ON SB 15
An act exempting from the resource indemnity trust tax oil and
gas royalties received by the United States as trustee for
individual Indians, the United States, and Montana.

Presentation and Opening Statement by Sponsor:

SEN. GAGE, Senate District 5, Cut Bank, said SB 15 was the result
of confusion in the payment of the RITT. The production tax
which is placed on 0il and gas exempt non taxable revenue.
Federal, state, municipal, and county property are nontaxable.
The federal government now says we cannot tax trust property of
Indians. SB 15 states that U.S royalties, state royalties, and
county or municipal royalties are not subject to tax as far as
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the RITT is concerned. We are relieving the burden on the people
paying the taxes on property they do not own.

Proponents' Testimony:

Doug Abelin, Northern Montana 0il and Gas Association, urged the
committee's support.

Janelle Fallan, Montana Petroleum Association, said SB 15 adds a
housekeeping measure to clean up something that should not have
been in place at all. She urged the committee's support.

Opponents' Testimony: None

Questions From Committee Members:

REP. RANEY asked SEN. GAGE if the present way we are collecting
the tax is illegal or unfair. SEN. GAGE says he doesn't know
about the legality, but the case can be made that we are taxing
the value of the product regardless of who owns it. The older
oil and gas leases gave the royalty owner the opportunity to
receive his royalty in-kind. REP. RANEY asked if there is
$90,000 in trust money lost who will be the recipient. SEN. GAGE
said the o0il and gas operator has been paying it; and the local
government won't be the beneficiaries of the bill.

REP. McCAFFREE asked if the bill should pass would the state
still have the obligation to pay back. S8EN. GAGE said the bill
has nothing to do with the state's obligation as far as
permitting, overseeing, or environmental issues. It is a tax to
the consumer.

Closing by Sponsor:

SEN GAGE stated there was a small amendment in the Senate which
added county or municipal government. These are also exempt
entities. SB 15 is a measure of putting the RITT in the same
structure with regard to taxation and recovering those taxes as
other tax measures in the state.

HEARING ON HB 332

An act to provide a personal income tax credit equal to 20
percent of the interest paid on student loans.

Presentation and Opening Statement by Sponsor:

REP. KADAS, House District 55, Missoula, stated two years ago he
was confronted by a constituent who is currently attending
medical school. He stated that he will have a $40,000 to $50,000
debt by the time he gets done. He would like to practice in
Montana, but he cannot make enough money to pay off those kinds
of loans. We constantly hear how we are exporting our children
for the state particularly the best and brightest. This is a way
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of saying to these people that we do want you to stay here and to
encourage other people with student loan obligations to come
here. HB 332 applies to all student loans. There are fewer and
fewer Pell Grants available for getting a college education.

This is being supplanted by more and more loans. This is the
trend that is happening nationally. It is limited to the fact
that one must be earning income in Montana in order to receive
the credit. The DOR drew up a set of amendments. EXHIBIT 11

Proponents' Testimony:

Bill Lannun, MGSLP, stated HB 332 is an incentive for students to
pay off their loans and more and more students are being
dependent upon student loans to finish their education.
Eligibility to acquire a loan is for any Montanan who is going to
attend any school of his choice in or out of state, and any
student coming to Montana to go to go to an eligible institution
in Montana. This is the universe of their borrowers. They
encourage Montanans to borrow from their local banks or credit
unions. They encourage nonresidents to borrow from their local
lending institutions. He urged the committee's support.

Opponents' Testimony: None

Questions From Committee Members:

REP. ELLISON asked Bill Lannun if he had the number of Montana
students who would be eligible for this credit. Mr. Lannun said
the DOR contacted his office and it was difficult to come up with
exact figures. REP. ELLISON asked the average amount of money
borrowed by the students for education. Mr. Lannun said he
estimated the average loan that is made is $2,700 to $3,000 a
year.

REP. McCARTHY asked what would be a typical repayment amount on a
student loan. Mr. Lannun said the minimum payment on a loan is
$50. A loan must be repaid in 10 years. The interest rate
varies. There are two kinds: 8%, depending on when the student
took out the loan or 9%. Jim Standard, LFA, said the average
interest per loan is $120 per year. The average person has two
loans at $240 per year.

REP. REAM said he should have been a proponent of HB 332. The
increase in loans is partly the result of drying up of the
availability of work-study money, availability of parttime jobs,
and the availability of summer jobs. The students at UM are
finding it increasingly difficult to find jobs. He asked REP.
KADAS if other states were doing a similar kind of thing. REP.
KADAS said not that he is aware of.

REP. ELLIOTT said the average interest paid on two loans is $240
per year which means the student will get a $48 credit and asked
REP. KADAS if he thought this was sufficient incentive to keep
people in Montana. REP. KADAS said in looking at the fiscal
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note, he sees $600,000 and that is high because not everyone will
use this. He doesn't want to jump it to 30% because the $600,000
would go to $900,000. They want people to know that it is not a
lot of money but there is an advantage to sticking around.

Closing by Sponsor:

REP. KADAS said tuition in the Western United States is the
lowest in the country. Students pay for 25% of their education,
students in the Midwest pay between 30% - 40%, and students in
the East pay 50% for their education. On the other hand, the
financial aid capabilities mirror this same trend. The only
state financial aid program that Montana has is work-study. As
we have raised tuition in the last biennium 14% and will raise it
again, we have to start thinking about financial aid. HB 332 is
a financial aid bill.

EXECUTIVE ACTION ON HB 338
Motion: REP. RANEY MOVED HB 338 DO PASS.
Motion: REP. RANEY moved to amend HB 338. EXHIBIT 12
Discussion:

Lee Heiman, Legislative Council, explained the amendments. The
date on Line 13 in the title should be 1995 instead of 1996.

Vote: Motion to amend HB 338 carried unanimously.

Motion/Vote: REP. HARRINGTON MADE A SUBSTITUTE MOTION THAT HB
338 DO PASS AS AMENDED.

Discussion:

REP. RANEY wanted the committee to be aware of the language on
Page 10, paragraph 2 which essentially doubles the credit for
pellet stoves. He questioned whether this should be done. The
bill does three things: (1) eliminates what was available as a
tax credit for wood stoves (2) replaces this with pellet stoves,
and (3) it doubles the tax credit for the pellet burning stoves.

REP. RANEY said he is happy that it is doubled and would be an
incentive for people to switch to pellet stoves.

REP. McCAFFREE said he had a problem with the percentage on Page
8. It was dropped from 6 to 2 1/2% and the E.P.A certified
national average is 6%. REP. REAM said the E.P.A. standards for
the low emission devices were 6 grams per hour for wood stoves.
Since these are the only stoves available on the market, it
doesn't make much sense to have an incentive. We are lowering
the emission rate down to 2 1/2 grams per hour. The incentive is
only available for the cleaner burning pellet stoves. REP.
GILBERT asked if all the pellet stoves sold on the market will
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meet this standard. REP. REAM said the pellet stoves have forced
air and is a system that does stay within the standards over the
life of the stove.

Vote: Motion that HB 338 Do Pas As Amended carried 19 to 2 by
voice vote with REPS. ELLIOTT and McCAFFREE voting no.

Announcements:

CHAIR HARRINGTON sent SB 15 to the Income/Severance Tax
Subcommittee. REP. RANEY said he would like the DOR to explain
to the subcommittee exactly what royalties are, how they are

collected, how the RITT applies to local governments, and why we
tax some and not tax others. '

ADJOURNMENT

Ll

DAN'HARRINgﬁON Chair

Adjournment: 11:15 a.m.

—
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HOUSE STANDING COMMITTEE REPORT

February 1, 1991
Page 1 of 1

Mr. Speaker: We, the committee on Taxation report that House
Bill 338 (first reading copy -- white) do pass as amended .

Signed:

Dan Harrington, Chairman

And, that such amendments read:

1, Title, line 13.
Strike: "1996"
Insert: "1995"

231217SC.HSPF



2-1-91
Amendments to House Bill 394 Hp 394
1st Reading Copy e /
Prepared by Department of Revenue
(January 31, 1991)

1. Page 3, line 9.
Strike: subsection (7) in its entirety.

2. Page 4, line 2.

Following: "facility."

Insert: "The tax must be identical to the tax imposed in (1) with
the exception of the rate.”

3. Page 4, line 5.

Following: "15-65-112."

Insert: Partial payments must be ratably credited to liabilities
under (1) and (2).

4, Page 4, line 9.

Following: (1)

Insert: "As required by 7-1-112, this act specifically delegates
to local governments the authority to impose a local option lodging
facility tax."

5. Page 5, line 14.

Following: "year." =

Insert: " (5) A local government must give the department 90 days
notice of the imposition of a local lodging facility use tax or a
change in the tax rate.

6. Page 6, line 10.

Following: "facilities."

Insert: "A tourism-related facility is a facility that promotes
the history, culture, scenic attractions, natural resources, or
recreation opportunities of an area. The term includes a multi-
purpose facility built and maintained by a local government for the
purpose of providing entertainment or recreational opportunities.
The term does not include a bar or restaurant, as defined in 39-3-
603, a campground, or any private business that offers goods of
services for sale to the general public.”

7. Page 11, line 2.

Following: "Title"

Strike: "15, chapter 65, part 1, and the provisions of Title 15,
Chapter 65, part, 1, apply to [sections 3 and 4]

Insert: "7"

See attached explanation.



EXHIBIT___ |

DATE~_$Q_L11_~___
394

Purpose of Amendments to House Bill 394
1st Reading Copy
Prepared by Department of Revenue
(January 31, 1991)

This bill gives local governments the power to impose a tax.
For clarity that authority should be codified in Title 7 rather
than Title 15. Amendments 1, 4, 6, and 7 are needed to achieve
this.

Amendment 2 requires that the local tax imposed be identical to the
state tax except for the rate.

Amendment 3 provides instruction on how the Department will account
for partial payments of the state and local taxes which are to be
reported on the same form.

Amendment 5 requires local governments to give the Department 90
days notice of changes in the tax rate. This is necessary to
efficiently administer the tax and give reasonable notice to
lodging facility operators.



EXHIBIT =3

DATE___J.{-9]

HB_ 394

TESTIMONY

HOUSE BILL 394

FEBRUARY 1, 1991

CONTACT: LARRY McRAE, OUTLAW INN, KALISPELL. 755-6100

| am testifying on behalf of the FLATHEAD CONVENTION & VYISITORS
ASSOCIATION AND THE KALISPELL CHAMBER OF COMMERCE, in opposition
to House Bill 394.

Prior to 1987, there was little or no increase of visitation on an annual
basis. The existing 4% accomodations tax, commonly referred to as the
bed tax, was initiated in 1987. The funds are used to promote travel and
tourism to the state. Since it's inception Montana has seen annual
visitation increases of over 10 per-cent per year.

Perhaps it has worked too well, as now we are seeing legislation to add a
local option tax to accomodations, in this case 2%, to give to our counties,
cities and towns because of the extra pressures put on our police and fire
departments, our streets and roeds and our water and sewer systems by
these visitors.

what is not being considered however, are the taxes that our lodging
facilities are paying. In sampling the taxes of two large and two small
properties in Kalispell, | have found that collectively we are paying in
excess of $100,000 to Flathead County, over $90,000 to the general school
fund, over $20,000 to our community college, over $63,000 to our high
school, and vrell over $240,000 to the city of Kalispell. The room count on
these properties totals 480 rooms. This represents about one third of the
rooms in the city limits. We pay for our water and sewer, based upon our
actual use.

Also not being considered are the capital investments being made in our
state as a result of tourism visitation. In Flathead County, investments
are being made in commercial use property at a rapid pace. There is a new
50 room motel about to open in Kalispell, a major renovation at an older
downtown property that had fallen upon hard times, a 60 room motel in
whitefish thet will double in size in the next couple of years, and a large
condominium/motel/convention center being built on the shore of
¥hitefish Lake.

Another § 5 to10 million dollar golf course project is nearing it's final
plans, and construction is imminent. Eagle Bend Golf Resort has been
developed near Bigfork in the past few years, with an investment to date
of over $6 million dollars. They are contemplating another $2 million
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dollar expansion over the next two years! Columbia Falls is home to a golf
course that intends to expand by nine holes in the next couple of years.

In 1989-90, Big Mountain invested over $4.8 million dollars in capital
improvements including a state of the art chairlift, doubling the size of
their restaurant on top of the mountain and installing snow making
equipment. Their annual payroll in 1990 approached $1.5 million dollars!

All of these investments in Flathead County will provide tremendous
additional tax base to both the county and their respective communities.
Payrolls will rise dramatically with the additional people who must be
hired to run the new and expanded businessas, and construction jobs are
being created in the meantime.

Real estate sales have shown remarkable increases in the past two years,
and reeltors are crediting travel and tourism for much of the volume.
From March through August of 1990, sales of commercial, industrial and
vacant land totaled over $15 million dollars, andover 500 residential and
recreational homes have been sold with a total value of over $40 million
dollars. This compares with total sales in 1987 of 519 homes with a
dollar velue of about $31 million dollars.

Since 1987 retail trade has shown a gross payroll growth of over $8.5
million dollars, with 460 new jobs being created. Major retailers in the
valley attribute tourism as one of the most important segments of their
business.

while not every city or county are seeing such remarkable growth, | think
that many are seeing significant economic activity that is meaningful to
their tax base, employment, retail sales and general economic vitality.

The lodging tax has worked for the benefit of a cross section of our
economy, and it wouldn't be fair to tax our industry with an additional
local option tax. We are paying our fair share in property and personal
property taxes.

| am submitting letters from the Kalispell Area Chamber of Commerce,
Flathead Convention & VYisitors Association, letters from retailers and
articles of interest for your review.

| urge you to vote no on this bill and any other bill that would affect oniy
one narrow segment of our business economy. If local option taxes are
fair and justified, why wouldn't a general sales tax be just os acceptabie?

L—1~ 9]
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EXHIBIT 3
"DATE__J-1-9]
HB_ 32494
MEHNORANDURNM
T0: House Taxation Committes
| Dan Harrington, Chairman )b;y(i,é////

FROM: Nick Haren, Executive Vice PfESidEﬂtldﬁ//: 491£‘”’/

RE: Opposition to HB 384

DATE: January 31, 1881

This is just a quick reminder that the Kalispell Ares
Chamher of Commerce has opposed the establishment of local
ention taxes.

HB 394 (AN ACT ALLQUING A LOCAL GOVERNMENT TO IMPOSE A
LOCAL OPTICN TAX UNDER THE LODGING FACILITY USE TAX;
REQUIRING AN ELECTION BEFORE THE TaX MaY BE IMPOSED;
PROVIDING FOR THE DISTRIBUTION OF THE TAX PROCEEINS; DEFINING
“TOURISM-RELATED FACILITY", AND; PROVIDING FGR STATUTCRY
APPROPRIATION OF THE TAX) again serigusiu undermings the
effectivengss pf the sxtremely successful! accommndations fax
created by HB B4 in the 1887 legislative session. It merely
smarcks of another "bandaigd"” remedy for a much larger ailment.

We urge you to OPPOSE HB 384.

Ye again encourage you to leave the existing
“accommodations tax” glone. It’s working wonderfully well in
the Flathead as it is on a statewide scene. The Flathead has
experienced an 11+% annual increase in tourism since the
enactment of HB B4.

Your concentratsd el Toris to accemplish comprehensive
state tax reform in this wessicn will do far mcre to solve
state and local government revenue problems than will any
locezl option tax.

t Flathead Legislators

15 Depot Loop * Kalispe' , MT 59801 s (406) 752-6166
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Testimony HB 394
by Greg Bryan, President
Montana Innkeepers Association

On behdlf of the Montana Innkeepers Association and Glacier County
Tourism Association, | wish to offer the following testimony on HB 394. Once again
legisiators are looking to the lodging industry for new revenue. This is after the
lodging industry has volunteered to carry the bed tax to assist not only the state,
but each and every community. Now we are seen as an easy mark to carry
everyone's load. We are seen as the business that has no constituents but visitors
or people from out of town with no voting ability. In reality, we are Montana
businesses with Montana residents as employees and paying more than our
share of Montana taxes already. We are an industry that is working hard to
provide employment and economic growlh where stagnation has occured in
other industries.

Comments have been made that tourism impacts cities without providing
additional revenues. These statements were made regarding Whitefish as a
resort town last week. We did some research on tax revenues to the city from
lodging facilities and found that just 4 facilities clone in Whitefish generated over
$65,000 worth of tax revenues to the city last year. We would be happy to
compare that level of assistance with any other business and are confident that it
will show that we more than carry our load in helping the city. In addition, the
tourism industry increases property value in a community which translates to more
tax revenues.

Remember, tourism is broad based in the economic impact and the
responsibilities in like fashion should be broad based, not just on one segment of
the business community. We are willing to be a partner, but not carry the whole
load. If ataxis needed, then make it broad based and equitable, recognizing
contributions already being macie. Make the solution one that addresses state
wide, as well as local needs and is uniform. Solutions that will enhance all
communities, not put them one against the other.

| urge you to vote "do not pass® on this bill and all other local option bed tax
bills. 1urge you not to amend the current Bed Tcix, 15-65-111 MCA, but allow it to
continue to be a positive and effective tool in improving Montana's economy. A
$1.5 billion economic impact on Montana. Let it continue to work. Thank you.

PO BOX 1272 - HELENA. MT 59624 - 350 N. LAST CHANCE GULCH suite 312 - 406/449-8408
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EXHIBIT__5
DATE_ -~1-9]
HB___ .29+

January 31, 1991

Dan Harrington, Chairman
House Taxation Committee

Re: Pending HB 394

Regarding the above referenced subject this letter is written to advige of our
serious concern involving passage of this bill.

Our company operates two sporting goods retail facilities located in Kalispell
and Whitefish and employ 68 full time employees in addition to 5 to 13
seasonal employees. Our company is very impacted by tourism as is the entire
Flathead Valley.

The Flathead works very hard at promoting year round vacation and recreational
opportunities for our area. These efforts have paid off handsomely in the last
three years with exact and measured results.

As an optional additional tax by County, City, or Municipality it could have an
immediate as well as future negative impact on our area. One sister community
passes the optional tax and another does not; Flathead County passes the optional
tax and Cascade County does not. Both the Community and County who did not opt
for the additional tax have a built in competative financial advantage in
competing for conventions that are major contributors to our tourism economics.

These tourism economics are substantial not only on a direct basis but very
importantly as to the indirect cascading effect they have. Our company's
primary concern is lossage of the 28% of non-resident travel dollars that are
allocated to retail sales as reported by the Institute for Tourism and
Recreation Research, University of Montana.

AN

40 E. Idano, KALISPELL. MT 53901 105 Baker, WHITEFISH, MT 53937
Telephone 1-406-755-6484 Sporktsman Telephone 1-406-862-3111

FAX 1-406-755-5661 & ski haus FAX 1-406-862-4334
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Your favorable consideration in not passing HB 394 is respectively requested.
Montana is on the brink of many progressive changes, please accept our opinion
as this proposed legislation as being regressive.

Very truly yours;

CROWN ENTERPRISES, INC.

7/, P

By: C.M. James, Jr. President
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4 FLATHEAD CONVENTION ANE
UNDISCOVERED MONTANA VISITORS ASSOCIATION

15 DEPOT LOOP
KALISPELL, MONTANA 59901

406-756-9091 o
800-543-3105

January 21, 1991
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'WESTEBN _;OU TDOOR

January 31, ]991"

Members of the House Taxation Committee
The Honorable Dan Harrington, Chairman

I own and operate Western Qutdoors, a western clothing
store,and Norm's News, a newstand, small restaurant and
old fashioned soda fountain.

“Both: of my bus1nesses_dependﬁheav1]y on ‘the tourist, _
“,nd“sk1er‘v1 'to the Flathead>

Y

convent on,: gp]f
,1Va11ey oo

1,‘fS1nce»the 1ncept1on,of tne bed tax,b1]1 1n 1987 we have — i
-.Qseen great 1ncreases Jn our’ annual'sa]es Trave] promot19n e
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T urge~you to‘not;pass ‘House Bil11-394, and ask that you,'
q]ookwat a state w1de tax reform ‘rather than th1s
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By JACKIE ADAMS
Inter Lake

SkEEEsh, BSlgicr g an

pers, but says he will design and sew any custom orders. (Inter Lake phot

The Dail
In the 10 years since Henty Skijsiéwski IO Saw a
own.‘%_ma from his native Poland, a lot has hap- :<wm._~ ZODﬁWDN._
pened. g
The communist regime in Poland has cok television

lapsed. And Skupiewski is living a version of the
Americzn dream. You know the dream — the
one where the immigrant starts from nothing
and rises to success in business.

Skupiewski actually started with something:
his skill as a furtier and leather crafisman,
passed down through generations of his family
and honed in several years of schooling. And
the success is just developing, as Skupiewski
builds his Winter Comfort business in White-
fish.

From a little shop on Wisconsin Avenue (the
road to ‘The Big Mountain), Skupiewski makes
and markets sheepskin apparel — coats, mit-
tens, caps, boots, slippers. He also works with a
variety of furs and creates canvas items, such as
ski bags and boat covers.

Skupiewski's story is a sort of classic tale ofa
young European seeking a better life. A native of
Warsaw, he left oppressed Poland in 1981, when
he was in his mid-20s. He spent two yearsina
refugee carrp in Linz, Austria, waiting with thou
sands of others for avisa.

While he waited, he worked as an assembler
for a shoemaker and designer. Skupiewski was
well-qualified; he had started making leather
uppers for clogs at age 17, when his mother
bought him his own sewing machine. Later he
had studied for a couple of years at a special
school .

* Eventually emigrating to New York, the young
Pole went to work and saved his money to buy
sewing machines. In Seattle, he started a busi
ness of his own.

commercial, took its
advice, and fell in
love with what he -

The business became a victim of its own suc-
cess. Nordstrom, the upscale Seattle-based
department store where Skupiewski somelimes
showed his products, wanted 24,000 pairs of slip-
pers. Although the slippers do not take long to
produce (he can turn out an infant-sized pair in
five minutes), 24,000 were simply out of the
question.

Skupiewski couldn't find anyone qualified to
help him. “Workers cannot copy me,” he noted.

Last May, he saw a “Visit Montana” television
commercial, took its advice, and fell in ove with
what he found. Two months later, he and his
wife, Evangelina, moved here and started Win-
ter Comfort in théir home. A Peruvian who once
worked in her country’s embassy in Czechoslo-
vakia, Evangelina handles the paperwork.

They opened their retail shop in Whitefish
just this month.

It is a small, leathery-smelling place, hung
with luxurious sheepskin coats and a variety of
pelts. Silky chinchilla skins on the counter are
being saved for a special order, said Skupiewski;

ot o e

Furrier turns hides into
/\Hoxo//

2-1-9( HB A

money

at 865 for a skin scarcely a fuot long, chinchilla is
too pricey for routine items.

Skupiewski crafts a lot of speciid orders, He
prides himself on being able 10 design and make
anything, from start to finish. He does wool-
lined slippers for seunsitive fect and unlike-sized
pairs for handicapped persons.

And for the person who has everything, or
that person’s best friend, he once turned out
four leather slippers lo fit a dog.

Marketing strategies are just being devel-
oped. Skupiewski visits arca cralt shows and
does alimited amount of adv ertising in local
media. He has gotten help and advice rom Car-
ol Daly, executive director ot the Flathead Eco-
nomic Development Corp. Aud hie depends alot
on word-ol-mouth,

For the rest of the ski scason, hie expects to
keep his shop open well into the evening, hop-
ing to altract skiers on theit way down the
mountain.

Will Skupiewski eventually run into the samae
problem as he did in Seattie?

“I like a smaller operation, but correct,” he
admits. ]

Skupiewski says he can stitch 100 pairs of mit-
tens in a 10-hour day.

But if business gets o poud, he will consider
looking for some assistants (o train to his exact-
ing standards.

Meanwhile, not only does Skupiewski have a
new life in the United States, but his numerous
relatives have a new lile in iree Poland.

“After eight years, I can go to Poland anytime
I want,” says Skupiewski with delight.

Still very much a Pole, he proudly displays
above his Winter Comiort counter an artist’s
copy of a Polish-languagre document. It is his
great grandfather’s diploma from a leather
craftsman’s school in Warsaw.
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Tourists—How They're Found

e
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By Ron Pulcini

place .
which "

self as being “Undis-
covered Montana,”
get found without -
being perceived as
blowing its own
horn? Afterall, who
goes on vacation to a
place that's been ad-
vertised to death?
And what destina-
tion point can afford that kind of advertising in the
first place?

Not that advertising isn’t a good bet. Theoreti-
cally, out-of-state tourism to the Flathead Valley
could be increased simply by saying the right things -
to the right people in the right media (for example, in

ow does a

touts it- =~

-Does your equipment
:0own your business?

/ A

Cascade Equipment Leasing

Chuck Territo 1-800-662-6703

4 Northern Rockies Business Review

a tasty magazine being read by vactioners in the
midst of planning next year’s trip). But high quality
advertising in magazines with national circulation,
say, National Geographic, Smithsonian, Redbook or
the New York Times demands top dollar. Revenue
from the State Accomodation Tax has helped to
finance several large, lucious ads depicting Montana
as a destination vacation spot. But the ads are, by-
and-large, “generic Montana”, What a sub-region does
for itself is something else. And what Bill Martin and
the Flathead Visitors and Convention Association
(FVCA) have been doing for the past year is some-
thing else altogether.

“We wanted to get national exposure, but we
couldn’t afford the heavy media, so we did the next
best thing,” said Martin. The “next best thing"was a
PR program to encourage selected travel and tour

. magazine/newspaper editors and publishers to assign

writers to do stories on the Flathead. Though not free,
the program is' possibly cheaper than hiring a national
ad agency to design and place advertising (contracting

" a Montana company is another story). To make the

necessary contacts, Martin and the board of FVCA
requested bids from PR companies. “We truly wanted
to hire a Montana firm, but none of them had the
direct line to publishers and syndicates that The
Johnson Group in Denver has,” said Martin.

“They have established personal contact with
over 400 editors, publishers and writers in the travel
market. What they do is put a bug in the correct set of
ears, suggest a slant to an article, and (in some cases)
even suggest a writer to do the story.” The FVCA foots
the writers’ travel expenses as well as the Johnson
Group’s overall charges. In 1990, those costs came to
$55,000.

CUSTOM BUSINESS &

A-7 ACTIORS COMMERCIAL PRINTING
PRIN TING FREE PARKING
ACROSS FROM THE
JOB SERVICE
420 FIRST AVENUE EAST

KALISPELL MONTANA 59901

(406) 756-5710

January 1991



For that amount, the Johnson Group corralled
over a dozen publications to spotlight the Flathead in
1990. Some of the articles and publications were:
“America’s Park: Summer Preview”—the New York
Times travel section (6/90), “Flathead Valley,
Montana”—L_A. Style magazine (6/90), “Flathead
Rafting”— Entree Syndicate (9/13) articles in Los
Angeles Today, Hollywood Today, Palm Springs
Today, ete., “Flathead Valley”—Deseret News (11/90)
and “Flathead Valley Seeks ...Tourism"—JAXFAX -
(10/90). Bill Martin said the equivalent ad space for
the New York Times article would have cost approxi-
mately $90,000. :

In another instance, the Johnson Group arranged
for CBS’ “This Morning” program to do a segment on
the Flathead on July 25th: “Some in the Flathead
Valley Fear Aspen-like Changes.” With local coordina-
tion, Whitefish resident-celebrity Jim Nabors opened
up his house to Pat George and a CBS camera crew.

By the end of November 1990, those articles, in-
cluding the TV segment and chance articles, netted
8,966 telephone or written responses from persons
interested in coming to the Flathead Valley. Interest-
ingly, 5,682 were written responses and 3,284 came
through the FVCA's WATTS lines. Martin is quick to
follow up those figures by citing occupancy rates as
proof of effectiveness. Since July 1989 (when the
FVCA began keeping records), there has been an
increase every month in the occupancy-rate at mem-
bership accomodation facilities. While it might be a
bit of hyberbole to attribute the increases to the PR
program alone, no one will deny its jump start effect.
With such efficacy, local tourist establishments are
more than willing to support the program.

Martin likes to point out that “properties” (as he
calls them) i.e., The Outlaw Inn and Grouse Moun-
tain, pick up many of the local expenses for the three
plus “fam (familarization) trips” the FVCA sponsors

UATE B Saall Mnnes 1

HB 294

each year. “They give the writers complimenta'ry acco~
modations, local transportation and most meals,”
Martin said. “And that’s in addition to the already
$60,000 they pay the FVCA in the form of member-
ships. They know such ‘comps’ are going to benefit the
entire valley.”

Bill Martin and his board of directors are so
certain they got their money’s worth in 1990 that
they've contracted the Johnson Group to do the same
job again in 1991 for approximately the same cost,

First Interstate Bank is so impressed with the
FVCA's PR program and overall effectiveness that,
according to Mike Jackson, it's upped its membership
contribution from $500 in 1990 to $2,500 in 1991,

The FVCA’s total projected budget for 1990-1991
is $138,000. Staff and office costs are $51,520 with the
rest—$86,480—going to the organization’s marketing
efforts.

“What helps us a lot,” said Martin, “is the fact
that the Kalispell Area Chamber of Commerce passes
through its share of the bed tax to us.” In 1990, that
amounted to approximately $32,000.

What struck me about this whole operation, aside
from how open and above-board Bill Martin was with
me as I pursued this report, is the degree of coopera-
tion the FVCA has engendered amongst, what you
would think are, normally competetive businesses.
The FVCA is an excellent role model in how to go
about emphasizing common interest within a sub-
region. Granted, it's all in the confines of tourism, but
what a disparate grouping that industry is.

I'd like to think that the benefits of the coopera-
tion the FVCA is bringing about will not be lost on the
numerous chambers of commerce and development or-
ganizations in the area.

That's what I'd like to hope, anyway. Q
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How Economic Impacts Were Determined

During the period of April 1988 through March 1989, non-resident visitors were sampled at six major
airports (accounting for the majority of air traffic) and thirteen primary highways used to enter Montana
(accounting for approximately 67% of highway traffic). Also, during the winter season, four major ski areas
were used as contact sites. Mail-back trip questionnaires were distributed at these sites. Visitors were asked
to record the type, amount, and location of each expenditure made during two days of their trip in Montana.
Space was given to record fourteen types of expenditures that represented the most common expenditure
categories. These procedures produced a sample of approximately S000 travel groups to Montana. So this
report can be presented in the format of one calendar year, winter quarter 1989 data were deflated and
expressed as 1988 prices.

Modelling of economic impacts utilized the IMPLAN input/output model. IMPLAN can simulate the
economic interactions and relationships between industry sectorsin a specified regional economy. Alllevels
of economic impact that occur, throughout the distribution of spending and production, are taken into
account in the modelling. In turn, estimates of potential impacts, from these sectors in the region, can be
calculated to determine the importance of non-resident travel to Montana's economy. The estimates
presented in this report have utilized a conservative methodology; whenever assumptions concerning
economic conditions were required, a cautious approach was taken. The sum of the tourism countries’
generated economic impacts do not equal statewide totals. Because each tourism country is considered to
be a separate regional economy, transactions from imports and exports to other regions flow out of the
tourism countries. These transaction in the affected region are not taken into account in the tourism country
analysis.

For additional information concerning the details of tourism studies in Montana, please contact the Institute
for Tourism and Recreation Research. Technical and in-depth information on economic modelling are
contained in the Estimates of Economic Impact Technical Report. Information on seasonal travel patterns
and non-resident visitor characteristics can be found in the Montana Travel Survey Quarterly Reports.

1988 Non-Resident Travel in Montana: An Economic Report 'Ig::; possil:;: u“l,?ﬂ?:;th;?
' following people's assistance:

Michael Yuan Steven Martin

Neil Moisey Dave Middleton

Stephen McCool Kenny Meyerson
Jim Richards

Research Report 7 i
nh

November 1989 Lax;yanRgtimour
The Institute for Tourism and Recreation Research Richard Stahl

S.choo.l of Forestry and the thousands

University of Montana of visitors to Montana

Missoula, Montana 59812 who participated

(406) 243-5406 in the survey.




The Report

“he purpose of this report is to pro-
vide estimates of the economic
. mpact of non-resident travel on
Montana's economy. The estimates
-re based on non-resident traveller
iﬁ;h:xpenditure data obtained by the
Montana Travel Survey during the
- veriod April 1988 through March
4 989. Only those travelling to and
through Montana by highway and
. drplane are included in this report.
i/ isitors travelling by bus or train, or
with charter groups are not in-
- luded. Commercial truck traffic is
balso0 not included. These economic
estimates are not comparable to pre-
- rious Montana statewide economic
®mpact studies due to differences in
methodologies used.

Economic
Impact of

« Non-Resident
Travel on
Montana's

r Economy

-

ITRR

™ The Institute for Tourism and
_ Recreation Research, at the Univer-
%ﬂsity of Montana, serves as the re-
search arm for Montana's tourism
y and recreation industry. Its overall
ission is to provide information
that will help the industry make in-
i formed decisions about tourism
wpromotion, development and man-
agement.

"
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Non-Resident
Travellers to
Montana 1in 1988
Spent 658 Million
Dollars that Resulted
in 1.454 Billion
Dollars of Total
Economic Impact to
the State

Economic Summaries
Total Expenditures . ....... $658 Million
Total Economic Impact... $1.454 Billion
Total Earnings . ........... $367 Million

Montana Jobs Created . . ......... 25,000



How the Non-Resident
Travel Dollar is Spent
B Transportation
5%
Trip O Incidentals 6%
Characteristics 28%
B Retail Sales
Average Number of Nights 1.6%
Spent per Group in Montana Gasoline
Air Travellers
Spring .......... 4.5
Summer........ 6.4
Fall............... 6.9
Winter.......... 40
Highway Travellers 18%
Spring .......... 2.9 B Lodging s
IS:l:ﬂr.lnmer ;i | B Food Services
Winter ........ .29
Skiere S5 Where the Travel Dollar Goes
. ’
in Montana's Economy
. B Taxes
Average Group Size 5%
: B Salary and Wages
Sprng .......... 1.8
Summer ....... 2.
Fall o 1.3 24%
Winter ......... 2.0
Highway Travellers
Spring .......... 2.6
Fall o 23 %
Winter.......... 2.5
SKiers .....coveenernvennne. 44
o Cost of Goods Sold
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Total Expenditures by Sector He 299

-
| Retail Sales = 28 ......ueeveeevieeiiieeeeetectreree et $184 Million
ke FOOQ SEIVICES = 270 wvcuvveeererererenenenrrresesssesesessssssssesessesesssssnsesenen 178 Million

L0dING = 18P ..cuveeeeeeereeeeietrctteertectestesesstessaessresse e ssneesersaeesananes 118 Million
GASOUNE = 160 «.cccvvvereereecnveinrenireierstesseeseesseeesseeesressssesssssssseesses 105 Million
- INCIAENLALS = 60 ....ueeeeenirererenenienereereeeeereersaeessraesssessraeessssaesenssssanss 40 Million
Transportation - 5% ........ccevernenennecnieriniesisnssinssesseseneseeseesseenns 33 Million
-

Total Travel Expenditures - 100% ......cccccoceevereeeececveesuenruesencunenss $658 Million
ﬁ Note: Details may not add up due to rounding.
- Total Impact of the Travel Dollar
o Direct Indirect  Induced Total Impact

Impact Impact Impact Impact Multiplier

. Total Gross Output $607 $311 $536 $1,454  2.39

(Total Value of Travel Industry Expressed in Millions of Dollars - the direct impact of $607 million is the result of total
expenditures of 3658 million less 351 million which leaked out of the state due to imports)

=

Employment Compensation ~ $159 $64 $144 $367 2.31
~ (Travel Generated Salary and Wages Expressed in Millions of Dollars)
i

Employment 13,300 2,700 9,000 25000 1.88

' (Travel Generated Jobs)

- - How the Travel Dollar Impacts Montana's Economy

w When a traveller to Montana makes a purchase, the impact of the dollar does not stop there. Instead, the

purchase stimulates secondary transactions in the economy. Each time a transaction is made, additional
 impactsresult fromincome being generated and reallocated, and laboremployed. Determining the linkages
= of all transactions made gives an indication of the total economic impact to Montana.

Directimpacts are the initial value of the goods and services purchased by travellers. /ndirect impacts occur
when businesses purchase goods and services for operating needs. These purchases generate additional
outputor sales indirectly. Those supplying businesses must, in turn, purchase goods and services from their
suppliers. This chain of transactions continues until the initial purchase totally "leaks out" of the region
through imports and taxes. /nduced impacts are the result of the increased earnings of employees in the
supplying businesses. The sum of the indirect and induced impacts comprises the secondary impacts. Total
economic impacts are the sum of direct and secondary impacts. The ratio of direct impacts to total impacts
is referred to as an impact multiplier.



Number of Non-Resident
Traveller Groups to Montana
by Season

April-June July-Sept. Oct.-Dec. Jan.-March '

Highway Traveller Groups
515,000 858,000 317,000 139,000 1,830,000

Airport Traveller Groups
56,000 72,000 60,000 45,000 232,000

Total
571,000 930,000 377,000 184,000 2,062,000

Distribution of Travel to Montana
By Season

B Summer
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Travel Expenditures and HB__ 394

Total Economic Impact Generated

by Season
B Winter
Total
$83 million E di 3
$139 million Travel Expenditures xpenditures =
Travel Expenditures $186 million $658 million
$307 million Total Impact
Total Impact 13%
21%
Fall
$163 million
Travel
Expenditures
I / $350 million
R // Total Impact
25%
Spring
Total
Economic
Impact =
$1.454 billion
% Includ
ncludcs
$273 million Direct,
Travel Expenditures Indirect
$611 Million e
Total Impact Impacts
B Summer




Total Payroll Generated and
Total Number of Jobs Generated

by Season
B Winter
$80 million payroll $50 milliox} payroll
. 3,300 jobs
5,400 jobs 13%

$148 million payroll
10,300 jobs
41%

B Summer

$89 million
payroll
6,000 jobs

24%

B Spring

Total
Payroll =
$367 million

Includes
Direct,
Indirect
and
Induced
Impacts

Total
Number
of

Jobs =
25,000

Includes
Direct,
Indirect
and
Induced
Impacts
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d1-9
Percent of Non-Resident Expenditures (-
by Tourism Country *
Glacier i Missouri
Country Charlie s
30% Russell Country
| % )J\_
Gold W Custer
t
Cguntryes Yellowstone gg;mry
15% Counwy - 20% o

* Based on distribution of 1988 state accomodation tax revenue.

Estimated Non-Resident Expenditures by Tourism Country

Custer $128 million

Missouri River $19 million

Yellowstone $140 million

Russell

Gold West

Glacier $195 million

$0 $100 $200
Total Expenditures = $658 million



Total Economic Impact Generated
by Tourism Country

. $242 million
Custer
Missouri River
$249 million
Yellowstone
Russell | $145 million
Gold West : $163 million
Glacier $376 million
M 1 v T v L v 1
0 $100 $200 $300 $400
Includes Direct, Indirect and Induced Impacts
Total Payroll Generated
by Tourism Country
$62 million
. Custer }
Missouri River :
$73 million

Yellowstone (SRS

Russell $39 million

Gold West |

$99 million
Glacier §

0 $20 $40 $60 $80 $100

Includes Direct, Indirect and Induced Impacts
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Total Number of Jobs Generated DATE__ 41-9( =~
by Tourism Country HB____ 294

: 4,300 jobs
Custer

Missouri River

Yellowstone 6,400 jobs
Russell
Gold West
Glacier 6,700 jobs
0 200 400 600 5000

Includes Direct, Indirect and Induced Impacts

Comparison of Employment Compensation
for Natural Resource Based Industries *

Coal Mining £ =
1 $106 milli
Oil and Gas $106 million

Nonfuels Mining [ $124 million

! $159 million

Non-Resident Travel ”

Wood & Paper Products [ s fon

e 334 milli
Agriculture $334 miltion

0 100 200 300 400

* Data source for industries other than non-resident travel:
1990 Bureau of Business and Economic Research, University of Montana
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HB- 33

Explanation of Amendments to HB Bill 332
1st Reading Copy

Prepared by the Department of Revenue
January 29, 1991

The purposes of these amendments are:

Amendments 1 and 3 renumber section 1 of the current bill.
This is necessary to add new subsection (2) to section 1 of the
current bill.

Amendments 2 and 5 clarify that to qualify for this credit the
interest must be paid by the taxpayer for student loans used for
the taxpayer's educational purposes. A parent could not take a
credit against his or her Montana tax liability for interest paid
to finance a child's education.

Amendment 4 clarifies that to qualify for the credit the loan
must a guaranteed student 1loan or a 1loan from a financial
institution. The interest on personal locans between individuals
would not qualify for the credit.

Amendment 6 addresses part year residents. It allows interest
paid while a Montana resident to qualify for the credit. The
current bill, by omitting reference to a part year resident, would
allow a credit for interest paid for the entire year. This would
have the effect of allowing a credit for expense incurred during a
period of the year that Montana does not tax the individual's
income and 1is 1inconsistent with other Montana tax statutes
regarding part year residents.

Amendment 7 clearly states limitations on the credit that are
implicit in the current bill. Those limits are:

1. Only interest that cannot be deducted from adjusted gross
income may be used to calculate the credit. If an education loan
has been consolidated into a home equity loan and the interest is
a current tax deduction, it does not qualify for the credit. This
prevents a single expense from being both a tax deduction and a tax
credit.

(2) Only interest on loans to finance the taxpayer's education
qualify for the credit.

(3) The credit cannot create a refund.
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2-1-9
Amendments to HB Bill 332 H 235
1st Reading Copy 5

Prepared by the Department of Revenue
January 29, 1991

1. Page 1, line 11.
Insert: "(1)"

2. Page 1, line 14.
Strike: "(1)"
Insert: "(a) the taxpayer's"

3. Page 1, line 18.
Strike: "(2)"
Insert: "(b)

4. Page 1, line 18.
Following: "loans"
Insert: "from financial institutions"

5. Page 1, line 18.
Following: "for"
Insert: "the taxpayer's"

6. Page 1.

Following: line 21

Insert: "(2) For part year residents the credit is calculated by
applying 20% to the interest described in [Section 1(1)] that the
taxpayer pays while a Montana resident.”

7. Page 1.

Following: line 21

Insert: NEW SECTION. Section 2. Student Loan Interest Credit --

Limitations. (1) Only student loan interest that is personal

interest not deductible under Internal Revenue Code section 163(h)

can be used to calculate the credit provided for in [Section 1].
(2) The credit is only available to the taxpayer for interest

paid by the taxpayer on loans to finance the taxpayer's education.
(3) The tax credit provided under ([this act] is a non-

refundable credit. It in only allowed as a reduction of the tax

liability for the year earned and future years. It may not be

carried back to offset the taxpayer's tax liability for prior tax

years.

Renumber: Subsequent sections
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Comments On 1991 Legislation =
o g DATE____3-/-gy
Date: 01/24/91 Bill # HBO3BB<1 332
wivision: Office of Legal Affairs Version: 1lst Reading
.Zontact: Dave W. or reviewer Reviewer: E. FEHLIG
u Date: 01/24/91
‘Do you plan testimony? NO If Yes, as a: Proponent
; Opponent
- Technical Witness
i“E:omments: The bill allows a credit of 20% on interest paid on student

loans. It has some minor technical problems.

Wrhe reference to the credit against the tax imposed by 15-30-103 implies that
the credit is only available to resident income taxpayers. The income tax on
- 1onresidents is provided in 15-30-105. Could be an equal protection problem
oy providing a credit against Montana income tax based on the residency of
the taxpayer. Suggest that the reference to the "tax imposed by 15-30-103"
e changed to "tax imposed by Title 15, Chapter 30."

i"I‘he category of loans referred to Section 1(2) is a real can of worms to try
~to define. What does "individual educational needs" include? Some loan
. orograms which are privately endowed and administered by the school are
&jirectly applied against tuition. No problem with these. However, personal
loans, just like GSL's, can be a applied against anything. The presumption
- would have to be that any loan entered into while a student would be for
mcducational needs. The reality is that a loan that goes to pay for rent,
food or transportation needs while in school is just as much an educational
-1eed as a loan that is directly applied to tuition and books. Also, does
iil'r.his include private loans from realtives, friends, etc.

The term "Title IV of the Higher Education Act of 1965" is vague. Looking up
- the term in the popular name index of the USCS reveals almost 50 separate
WO 1, to be included under Higher Education Act of 1965.

Jther parties interested in this bill and the nature of their interest?

- Bd\)&alwo\!{iyov-—
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, MB___ 339
Amendments to House Bill No. 338 ey

First Reading Copy

For the Committee on Taxation

Prepared by Lee Heiman
February 1, 1991

1. Title, line 13.

Strike: "1996"
Insert: "1995"

1 hb033801.alh
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Indicate Bill Number and your vote Aye or No. If there are
list them by name and number under the blll and

amendments,

indicate a separate vote for each amendment.

HOUSE BILL/AMENDMENT AYE

NO SENATE BILL/AMENDMENT AYE NO

X

HR:1991
wp/proxy
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Rep. N o'~

"/
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