
MINUTES 

MONTANA SENATE 
53rd LEGISLATURE - REGULAR SESSION 

COMHITTEE ON TAXATION 

Call to Order: By Chairman Mike Halligan, on February 2, 1993, 
at 8:00 a.m. 

ROLL CALL 

Members Present: 
Sen. Mike Halligan, Chair (D) 
Sen. Dorothy Eck, Vice Chair (D) 
Sen. Bob Brown (R) 
Sen. Steve Doherty (D) 
Sen. Delwyn Gage (R) 
Sen. Lorents Grosfield (R) 
Sen. John Harp (R) 
Sen. Spook Stang (D) 
Sen. Tom Towe (D) 
Sen. Fred Van Valkenburg (D) 
Sen. Bill Yellowtail (D) 

Members Excused: None. 

Members Absent: None. 

Staff Present: Jeff Martin, Legislative Council 
Bonnie Stark, Committee Secretary 

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

committee Business Summary: 
Hearing: SB 235 

Executive Action: None. 

HEARING ON SB 235 

opening Statement by Sponsor: 

Senator Bruce crippen, representing Senate District 45, 
presented Senate Bill 235, which is Governor Racicot's 
comprehensive tax reform plan. Senator Crippen showed a slide 
series explaining Senate Bill 235. A hard copy of that slide 
series in attached to these minutes as Exhibit No. 18. 

Senator crippen reviewed a 10-year history, leading to the 
current $200 million deficit in the state. Senate Bill 235 calls 
for a 4% sales tax and a reduction in income taxes, residential 
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property taxes, commercial property taxes, and business equipment 
taxes. 

Jeff Miller, Administrator, Income Tax Division, Department 
of Revenue, presented an overview of the components in Senate 
Bill 235 (see Exhibit No. 18 attached to these minutes). The 
sales tax is the vehicle for tax reform contained in the tax 
proposal. It is expected that $313 million will be raised by 
this proposal. Senate Bill 235 is subject to voter control at 
two junctions. First, it must be submitted to the public, and 
approved by a public vote. Second, voter approval is required -
for any change in the rates. 

The time schedule identifies a public vote on June 8, 1993, 
and, if approved, implementation of the sales tax on April 1, 
1994. 

The tax is broad-based, which means that it is applied to 
sales of goods, and services, or the use of those goods and 
services. One would pay either a sales tax, or a use tax, but 
not both. The 4% general sales tax is imposed on the purchaser 
of goods and/of services except those specially exempted or non­
taxable by law. The use tax is imposed on property and services 
either acquired out of Montana or manufactured by the person 
using the property or service in Montana. The use tax is imposed 
on the purchaser or the user, it is based on the selling price, 
and is collected by the seller. 

This tax starts with the presumption that all goods and 
services are taxed except two categories. The first are 
specifically-identified exemptions, notwithstanding their use. 
The second are non-taxable transactions, which are goods and 
services that would otherwise be taxable, except for their use. 

There are 19 sections of law that address exemptions in 
Senate Bill 235. These are streamlined into five main 
categories. (1) Family consumer expenditures, including non­
prepared food or groceries; prepared foods in restaurants, etc.; 
prescription drugs; medical or counseling services by licensed 
health care professionals; rent or mortgage payments; wages, 
salaries and other compensation paid by an employer; day care 
services for children or elderly. (2) Agricultural, including 
supplies, services, and sale or crops or livestock. (3) Mining 
and manufacturing, including processing services, sale or lease 
of minerals or the sales of any chemical used in a mining 
process. (4) Financial and insurance services or real estate 
sales, including interest and dividend income, insurance 
premiums, bonds, securities, or the sale or real estate and 
improvements. (5) Catch-all, including advertising services 
whether electronic or printed media; isolated sales, such as 
garage sales; non-profit fund raising; licensed gambling; 
gasoline, gasohol and special fuels to the extent Montana fuel 
taxes have already been paid; newspapers, magazines and books; 
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vehicles with a gross vehicle weight in excess of 46,000 pounds 
so long as they are used exclusively in interstate commerce. 

New vehicle tax will go from 1.5% under present law to 4%; 
used vehicles will be taxed at 4%: 2% for the current property 
tax and 2% in the year of purchase as a sales tax. These taxes 
will be collected upon registration. 

Non-taxable transactions are goods or services not subject 
to sales or use tax because of their intended use. The reason 
behind this is to avoid "tax pyramiding", which is a tax on a 
tax. The object of the sales tax is to tax the ultimate user or 
consumer. The method to allow intermediary sales which would not 
be taxed is called non-taxable transactions. Non-taxable 
transactions fall into two categories: documented purchases for 
re-sale, or sales of goods or services in interstate commerce. 

Tax administration requirements include statewide 
registration of all vendors; monthly filing; vendor allowance 
up to $600 per year to a licensed vendor for assisting the 
Department in collecting this tax; Income Tax Return filed to 
take advantage of low income relief for households with gross 
income under $13,000. Low income sales tax relief is calculated 
by taking the number of exemptions in the household x $90, and is 
a refundable credit. 

The low income sales tax relief is expected to cost $18.75 
million in FY 95, and $25 million in FY 96 and thereafter. 
Fiscal Year 95 is only 3/4 of a year, since it is the year in 
which the sales tax becomes effective. 

Under SB 235 individual income tax reform, the personal 
exemption is $3,500, and standard deductions are $6,000 for 
single, $8,000 for head of household, $5,000 for married couples 
filing separately, and $10,000 for married couples filing 
jointly. 

Property tax reform, under SB 235, allows a $20,000 market 
value exclusion for homesteads. A homestead is defined as 
owner/occupied for greater than six months. The average property 
tax savings under the homestead exemption is $241. There is a 
maximum renters' refundable credit of $200, allowed when the 
person submits receipts to vouch for his declared residence in 
the state for greater than six months. 

The commercial property tax reform measures include business 
equipment rate reduction from the current 9%, down to 3.86%. In 
addition, every commercial building in the state will be allowed 
a $10,000 market value exclusion. 

Larry Finch, Economist with the Department of Revenue, 
defined tax burden as the share of income paid in taxes, and 
defined two kinds of tax: Progressive, which means as income 
rises, the percent of income paid in tax rises; and Regressive, 
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which means as income rises, the percent of income paid in tax 
falls. Mr. Finch said Montana's present income tax is a 
progressive tax. 

Mr. Finch provided estimates of the tax burden impacts 
imposed by sa 235, which are included in Exhibit No. 18 to these 
minutes. He explained graphs comparing the current tax with the 
proposed tax under sa 235 for individual income and pensioners' 
income, and explained the average property tax homestead 
exemption for Montana residents is $241.00. There is a $200 
property tax renters' credit refundable against income tax for 
every renter household. 

Mr. Finch explained the sales tax percentage burden on 
various income groups and said households with income below 
$13,000 would receive a refundable sales tax credit of $90 for 
every exemption in the household. 

Under the tax reform impact on businesses, Mr. Finch said 
the business equipment tax would reduce from 9% to 3.86%, and 
there is a proposed $10,000 exemption on business improvements. 

The pie chart shows distribution of the $313 million 
anticipated sales tax revenues in Fiscal Year 1996, with 
approximately half the revenue provided as relief to individuals, 
16% relief to businesses, 32% for deficit reduction, and a small 
percentage for vendor allowance and administration. 

Senator Crippen summed up the presentation by saying it is 
time Montanans were competitive in the market place, and we need 
to have some sort of financial stability through a balanced tax 
system. Senator Crippen said this tax proposal by Governor 
Racicot addresses structural i.mbalance, will provide a tax base 
for the future, and provides a source of revenue to fund state 
government. 

Proponents' Testimony: 

Governor Marc Racicot spoke on sa 235, saying the state has 
experienced a decade of spendi.ng more than its income, and to 
balance the books, we have expended all of our savings, and it is 
time to begin anew in a number of ways. The Governor said sa 235 
is just a beginning; it is an invitation for everyone to come 
together to look at the issues confronting our state, address 
them, and fashion a proposal that is acceptable to the people of 
the state of Montana. 

Governor Racicot said sa 235 not only addresses the unfunded 
deficit and the provision of needed and necessary services, it 
sets the course for the future and that is the intent of it. 
Governor Racicot said the point of sa 235 is to not provide 
anyone an advantage, but to try to offer an opportunity for 
prosperity in Montana for everyone. 
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Don Peoples, President and CEO of Montana Technology 
Company, spoke in favor of SB 235 as someone who has been 
involved in local government for over 30 years. Mr. Peoples said 
he came to the conclusion long ago that there is no other 
acceptable alternative than to consider a general sales tax as 
part of a total tax reform package in Montana. Montana's tax 
system is faulty in many ways when looking at fairness, 
competitiveness, and adequacy of providing revenue. Mr. Peoples 
said the present tax system does not have the revenue to provide 
the services Montanans expect and demand. Mr. Peoples' testimony 
is Exhibit No. 23 to these minutes. 

Dennis Burr, representing the Montana Taxpayers Association, 
spoke in favor of SB 235, saying this bill will add progressivity 
to Montana's tax structure as well as raise revenue for needed 
government services and provide an aspect of competitiveness to 
business and industry. 

John Shontz, Public Policy Coordinator for the Mental Health 
Association of Montana (MHAM), said the MHAM supports a retail 
sales tax provided it does not impose a heavy burden on low­
income people in the state, and provided that funding from the 
tax is used to fund human services programs. Mr. Shontz's 
testimony is Exhibit No. 3 to these minutes. 

Ben Havdahl, representing the Montana Motor Carriers 
Association (MMCA), said MMCA supports the concept of a sales and 
use tax as proposed in SB 235. Mr. Havdahl presented Exhibit 2 
to these minutes, which is his testimony with suggestions from 
MMCA regarding intrastate transportation services and interstate 
commerce. 

Dan Erving, representing the Montana Association of Theater 
Owners, and the Montana Video Software Dealers Association, said 
these organizations. do support SB 235, and presented Exhibit No. 
4 to these minutes. Mr. Erving said they are asking for 
clarification of one of the exemptions, as listed in their 
exhibit. 

Charles Brooks, representing the Montana Retail Association, 
presented Exhibit No. 1 to these minutes, which is his testimony 
in support of SB 235. Mr. Brooks said the MRA has long advocated 
a comprehensive tax system overhaul with a sales tax as one of 
the components, provided there would be tax relief in property 
and income taxes. 

Jim Scott, representing the Montana Tax Reform Coalition 
(MTRC), gave his written testimony, attached to these minutes as 
Exhibit No.5. Mr. Scott said the MTRC feels SB 235 is a good 
start in addressing their concerns expressed in their exhibit, 
and they stand by to assist in any way they can. 

David Steen, President of the Montana Building Industry 
Association (MBIA), presented Exhibit No.6 to these minutes. 
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The MBIA supports a comprehensive tax reform in Montana, but they 
have serious problems with the inequities which exist in SB 235. 
Their exhibit includes proposed amendments which they would like 
considered by the Committee, which seek to exempt construction of 
single-family and multi-family housing from the sales tax. Mr. 
Steen said there are thousands of families on waiting lists 
because of a shortage of affordable housing in Montana, and, like 
food and medicine, housing should be recognized as a necessity of 
life. 

Walt Webb, an employee of Shell'Oil Company, presented 
Exhibit No. 7 to these minutes. Mr. Webb spoke in support of SB 
235 and offered amendments which he thinks may clarify the bill 
and help make Montana's proposed sales tax competitive with other 
states as it relates to the oil and gas industry. 

Gene Quenemoen, Chairman of the Montana State Legislative 
Committee of American Association of Retired Persons (AARP) 
presented Exhibit No. 8 to these minutes. The AARP will support 
a broad-based sales tax that is part of the comprehensive reform, 
providing the features and outcomes are compatible with the 
principles of their position in Exhibit No.8. 

Bob Small from Missoula said he is involved in two 
businesses, one of which manufactures instruments to be shipped 
out of the state and country. Mr. Small spoke in support of SB 
235 and said Montana is in a situation now to bring in more 
businesses of this kind which will put new money into the state's 
economy. 

David Owen, employed by and representing the Montana Chamber 
of Commerce, said the business community, which will receive some 
of these tax breaks, will also be paying the sales tax. The 
Chamber supports SB 235 as a fairer base of taxes. 

Stuart Doggett, Executive Director of the Montana Innkeepers 
Association, went on record in support of a broad-based state­
wide tax reform of which a sales tax is a component. Mr. 
Doggett, as Executive Director of the Montana Manufactured 
Housing & Recreational Vehicle Association, presented Exhibit No. 
9 to these minutes which list some amendments they would like 
considered in SB 235. 

Alec Hansen, Montana League of cities and Towns, presented 
Exhibit No. 10 to these minutes, stating the League supports SB 
235 because it is consistent with the intent of the League's 
resolution supporting a public vote on a 4% sales tax. Mr. 
Hansen said the League would like consideration of the amendments 
listed in their exhibit which they feel are needed to protect 
local governments and provide direct financial assistance to 
cities and counties. 

Others who appeared in favor of SB 235, are: Jim Ahrens, 
President of the Montana Hospital Association; Tom Harrison for 
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the Montana society of certified Public Accountants; John Alke, 
Montana Dakota Utilities Company; Riley Johnson, National 
Federation of Independent Businesses, and Montana Broadcasters 
Association; Dan Walker, u.s. West; Gene Phillips, Pacific 
Power and Light; Sue Winegartner, Montana Solid Waste 
Contractors (see Exhibit No. 15 to these minutes); and Carl 
Schweitzer, Montana Contractors Association. 

Opponents' Testimony: 

Robert VanDerVere, spoke in opposition to SB 235 as a 
concerned citizen, saying he didn't see any relief in this bill 
for college students or mothers of youngsters. 

Donna Small, Chairman of the Montana Democratic Party, spoke 
in opposition to SB 235, and expressed the democratic party's 
willingness to cooperate with Governor Racicot in placing the 
sales tax on the ballot. Ms. Small presented Exhibit No. 11 to 
these minutes. 

Bob Gannon, President and Chief operating Officer of Montana 
Power Company, said MPC agrees with a general tax reform: 
however, the specific impact SB 235 would have on their customers 
requires him to speak in opposition to the bill. Mr. Gannon 
presented Exhibits 12 and 13 to these minutes which include 
amendments they would like to have considered. 

Joe Tropila, Cascade County Clerk and Recorder and a member 
of the Legislative Committee for the Montana Association of 
Clerks and Recorders, said he was not here as an opponent or a 
proponent of SB 235. He was speaking in protest to a provision 
in SB 235 which requires the County Clerks to have an election in 
June without any funding being provided for it. He said the 
counties do not have the money budgeted to conduct this special 
election. He sugge~ted the Legislature either pass SB 235, 
without an election, or wait and include this issue in the 
November General Election. Mr. Tropila also said the County 
Clerks would be hard-pressed time-wise to meet all the required 
deadlines to place this item on a June 8th ballot. 

Steve Mandeville, Chairman of the Montana Association of 
Realtors Legislative committee, spoke in opposition to SB 235. 
Mr. Mandeville presented a copy of their position statement, 
attached to these minutes as Exhibit No. 14. Mr. Mandeville said 
the MAR supports an equitably balanced tax structure reform, but 
feels SB 235 puts a broad-based tax on services which is a 
pyramiding process and ends in double taxation. 

Vicki Hammond, First Vice President, Montana Association of 
Realtors, spoke in opposition to SB 235, and said their position 
is stated in Exhibit No. 14 to these minutes, as presented by Mr. 
Mandeville. She said a home buyer would have a 4% sales tax 
imposed on a purchase, and this amount could be the additional 
amount which would prevent that family from purchasing a home. 
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George Paul, Montana Farmers Union (MFU), spoke in 
opposition to SB 235. Mr. Paul said Montana's experience over 
the past 12 years in giving tax benefits to businesses in an 
effort to stimulate the economy has not worked. What the MFU 
suggests is that tax reform is fine, but other alternatives to a 
sales tax need to be explored, such as going back to the tax 
revenues that were in place in the 1970's. 

Dorothy Stevens presented Exhibit No. 16 to these minutes 
and spoke in opposition to SB 235. Ms. Stevens said her research 
shows a state sales tax is part of a bigger picture and would be 
subject to consent of Congress on imports and exports. 

Ed Sheehy, a retired Federal employee, spoke in opposition 
to SB 235 saying it would create more taxes for him by taxing the 
dollar that goes into his pocket as well as the dollar that 
leaves his pocket. 

Don Judge, representing the Montana State AFL-CIO, presented 
the AFL-CIO's opposition to the SB 235 sales tax in his written 
testimony, attached to these minutes as Exhibit No. 17. 
Mr. Judge said if a sales tax is instituted in Montana, the 
working families will be paying for the tax breaks given to 
businesses and the rich. 

Alvin B. Svalstad spoke in opposition to SB 235, saying the 
income tax proposal in it would favor the wealthy. 

Scott Sargent, a student at MSU, said he has some problems 
with SB 235, he thinks a sales tax is a hidden tax, and that 
income tax is a more fair tax. Mr. Sargent said many Canadians 
come to the Kalispell, Havre and Great Falls areas because they 
do not want to pay Canada's sales tax, and with the Free Trade 
Agreement, he is concerned about the impact on those trade areas. 

Tim Dean, Tim Dean Construction in Bozeman, is a representa­
tive for the Montana Building Industry Association (MBIA) who 
spoke in opposition to SB 235. Mr. Dean presented Exhibit No. 19 
to these minutes which address some of the concerns of MBIA and 
the impact SB 235 would have on the building industry. He said a 
$100,000 home would have approximately $3200 in sales tax imposed 
which would have a devastating effect on new home purchasers and 
would greatly affect Montana's economy. 

Dan Shea, representing the Low Income Coalition, spoke in 
opposition to SB 235, saying the people he represents have no 
voice in society and they cannot afford a sales tax. 

minutes is as 
Walter J. Kero, 
Plus, Exhibit 
Assoc., Exhibit 

Other written testimony, attached to these 
follows: John P. Crowley, Jr., Exhibit No. 20; 
CPA, Exhibit No. 21; Conetta Eckel, Pan Handler 
No. 22; Bonnie Tippy, Montana Funeral Directors 
No. 24; James T. Harrison, Jr., Montana society 
Public Accountants; Tom Hopgood, Montana Assoc. 

of certified 
of Realtors. 
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Questions From committee Members and Responses: 

Senator Towe asked for clarification of what is covered 
under sa 235, as follows: Is all agricultural machinery and 
equipment is covered? Jeff Miller said "yes". If a farmer buys 
a combine for $100,000, he pays $4,000 tax? Mr. Miller said 
"yes". Is timber equipment covered, and if a timber company buys 
a new processor or harvester for $1 million, they would pay a 
$40,000 tax? Mr. Miller said "yes", that everything is in unless 
there is a particular exemption to take it out. Senator Towe 
asked if all trucks are included in the tax, unless used 
exclusively for interstate commerce. Mr. Miller said "yes". 
Senator Towe asked if mining machinery or manufacturing machinery 
is specifically excluded under section 30. Mr. Miller said what 
is incorporated in the manufacturing process is not taxed, but 
what is used as equipment is taxed. Mr. Robinson said that if 
the property is an ingredient or component part of the product, 
and the Department interpretation is that it is a direct 
materials component, or if that material or product that is 
purchased becomes part of that final component or final product, 
then it is not subject to the sales tax. Senator Towe asked if a 
coal company purchased a $40 million drag line, they would pay 
$1.6 million sales tax. Mick Robinson said "yes". 

Senator Towe asked if attorneys' fees, accountants' fees, 
engineering fees, except out-of-state use, architects, designs, 
consultants, and real estate commissions, repair bills, 
automobile repairs, furnace repairs, TV repairs, lawn mower 
repairs, and agricultural equipment repairs, are all subject to 
tax. Mr. Robinson said "yes". 

Senator Towe asked if mobile home purchases, unless they are 
leased out, are subject to a tax. Mr. Robinson said the mobile 
home is subject to the tax. 

Senator Towe asked about personal property that is inherited 
from one's parents on their death, such as cars, antiques, gun 
collections, and other valuable personal property. Mr. Robinson 
said that situation, as well as an individual moving into the 
state of Montana who brings his personal property, is not subject 
to the sales tax. 

Upon further questioning by Senator Towe, Mr. Robinson said 
airline tickets that are purchased for flights within Montana are 
subject to the tax; theater tickets, sporting tickets, fair 
tickets, and other amusement tickets, are subject to the tax. 
Mr. Robinson said we are adding an additional 4% tax to the 
current 4% lodging tax, and beer, wine and liquor taxes. 
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Senator Doherty asked if the sale of newspapers, magazines, 
books, VCR tapes, COs, and cassettes, etc., are exempt. Mr. 
Robinson said newspapers, magazines and books are exempt; VCR 
tapes, CDs and cassettes are not exempt. The rationale is that 
there are too many administrative complications in collecting the 
tax on reading material, magazines, and newspapers, especially if 
a national subscription is involved where there are some 
constraints in terms of Montana collecting a tax because of 
interstate commerce situations. The Department determination 
regarding the video tapes is that they fall more under the 
amusement category, rather than an educational category. 

Senator Doherty questioned the over-all tax burden, saying 
it is his interpretation this proposal would generate $313 
million in revenue, it would provide approximately $100 million 
in income tax relief, $100 million in property tax relief, and 
does that mean we have $100 million of new tax burden for 
Montana? Mr. Robinson said the administration's approach toward 
a tax reform is the tax reform vehicle should only provide new 
revenue for fiscal stability in terms of the imbalance we are 
presently facing in our tax system within the State of Montana. 
Senator Doherty asked if the $100 million is new, additional 
money, new taxes? Mr. Robinson said the amount of money that 
would go to help cover the present fiscal imbalance would be new 
tax revenue. He also said there is going to be some new tax 
revenue that will be transported, or exported, outside the State 
of Montana, but much will be absorbed by businesses and 
individuals within the state. 

Senator Doherty asked for clarification of .some of the 
graphs and asked if information is available for above-$50,000 
income groups. Mr. Finch said the Department is limited, for the 
over-all tax burden, to income groups they found in the consumer 
expenditure survey, and that tax rates are reduced for every 
household up to $150,000, under the new plan. 

Senator Doherty asked if there would be any reduction in the 
amount of retail and commercial trade that comes into the border 
communities as a result of imposing a sales tax. Mr. Finch said 
the imposition of a sales tax will increase the price of goods 
and services, but the Department has no studies which place an 
exact dollar amount of any reduction in revenues for those border 
communities. 

Senator Stang asked if SB 235 allows for collection of a 
sales tax for purchases by a non-Indian who purchases products 
from a business located within the boundaries of an Indian 
Reservation. Mr. Robinson said the DOR is presently involved in 
on-going discussions with the 7 Indian Reservations in the State 
to enter into negotiated agreements over a wide range of taxes 
and situations dealing with Reservation/non-Reservation 
transactions. After further questioning, Mr. Robinson said there 
is no law saying the Tribes have to negotiate such an agreement. 
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Senator Stang asked if the administration would accept an 
amendment to SB 235 requiring the DOR to enter into negotiations 
with the Tribes regarding the sales tax. Mr. Robinson said the 
Department would look at such an amendment. 

Senator Stang asked what the mechanism is to replace the 
lost revenues to the counties under SB 235. Mr. Robinson said it 
is a dollar for dollar replacement, and it is the DOR's intent to 
construct a formula so a percentage, rather a fixed dollar 
amount, would be devoted to the replacement and reimbursement, 
allowing the dollar amount to move over a period of time. 

Senator Stang asked if there is any proposal to safeguard 
the rural people from the urban people coming in and changing the 
formula, which would force an increase in property taxes to 
maintain rural services. Mr. Robinson said he hopes the 
Legislature and the Governor are looking at the whole tax 
situation for the good of all those living in the state, and not 
channeling the decisions to benefit a particular segment. As 
they have drafted and modified SB 235, they have tried to not 
focus on special interest or special groups, and have tried to 
present a balanced tax reform proposal, and Mr. Robinson has 
faith in the Legislature for a continued, balanced approach in 
future years, no matter what the composition of the Legislature 
may be in terms of rural and urban representation. 

On questions from Senator Yellowtail, Mr. Robinson said the 
comments made, and the exemption amendments asked for, by the 
various groups at this hearing will need to be studied and 
evaluated as to the impact they would have. The main goal in SB 
235 was to provide as few exemptions and non-taxable situations 
as possible, recognizing that they would have to address the 
regressivity that is normally found in a basic sales tax. They 
want to maintain a broad-based tax structure under the sales tax; 
however, there may be room for some flexibility in terms of 
different tax reform approaches by adding or deleting some of the 
exemptions. 

Senator Yellowtail asked if there is any protection or 
guarantee in this bill as to the deletion or addition of various 
exemptions? Mr. Robinson said there is no specific language in 
the bill which indicates that exemptions will not be eliminated 
or that exemptions will not be increased. One concern is what 
would prevent the Governor or Legislature from increasing the 
rates for goods and services that are taxed, or to increase the 
rates that have been moved downward in terms of property taxes 
and income taxes. 

Senator Yellowtail asked Mr. Robinson if the DOR would 
provide some analysis regarding which sectors in Montana would 
actually be paying more taxes under SB 235. Mr. Robinson said in 
terms of individuals, there is an increase in over-all taxes the 
higher the income goes, i.e., incomes of $30,000, $40,000, 
$50,000 and above, and the greatest increase is to the $50,000 
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and above income group. A portion of the new revenue generated 
is going to be exported outside Montana, and there is no way for 
the Department to calculate what that percentage would be. There 
will be increases in taxes paid by businesses, but it is 
difficult for the DOR to calculate the impact on specific 
businesses because many of the services and supplies businesses 
now utilize would be taxed under a sales tax. There is no 
national data to give the DOR figures upon which to base sales 
tax revenues from businesses. 

Senator Eck asked if there is something to specify how the 
money is to be used toward deficit reduction, i.e., public 
education, university education, and maintaining our safety net. 
Mr. Robinson said the mechanism built in to SB 235 provides for 
the replacement of the property tax revenue that would be lost to 
the counties, recognizing that they would look at the same 
distribution formula coming back to the state in terms of 
university funding and educational funding, etc. The revenue 
that is the replacement revenue for income tax changes would flow 
into the present funding sources, general fund, school 
equalization, etc., in the same manner that it presently does. 
The mechanism hasn't been changed in terms of the way the funding 
presently comes into the State. 

Senator Eck asked if there is anything in SB 235 which will 
give assurance to groups, such as the low-income people, or the 
university system, that the state will be able to maintain those 
systems. Mr. Robinson said there is no specific language present 
in SB 235 which flows the extra revenue into a specific 
component. 

Senator Eck asked how much revenue would be available for 
those purposes. Mr. Robinson said the full implementation 
doesn't take place until FY 96, and based on the present 
estimate, there is $100 million a year that is not accounted for 
at this time in terms of tax reform and relief. The 
administration's approach is that SB 235 should only be a tax 
measure that raises enough new money to meet the on-going needs 
for the State of Montana, not new spending. The $100 million is 
necessary for continued spending versus additional tax reform. 

Senator Eck asked if new spending is looked at, would it be 
after $99 million has been cut? Mr. Robinson said there is a 
recognition all through the Legislature and the Governor's 
office, that a $200 million biennial deficit cannot be met by new 
tax revenues alone so there needs to be a valid effort to 
identify areas of spending reduction within state government. 

Senator Eck asked if there would be an amendment to amend in 
the MACO property tax reform package, and would other parts of 
the MACO bill be considered? Mr. Robinson said there are on­
going discussions with MACO and Senator Waterman, and there are 
some valid issues in the MACO bill that will be looked at, such 
as flow of revenues into school equalization. 

930202TA.SM1 
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In closing, Senator Crippen addressed some of the questions 
and comments offered during the hearing. Regarding SB 235's 
affect on border communities, he said he did an informal study of 
the effect of a sales tax on some of the northern Wyoming trade 
in Billings, found there would be very little effect, and the 
main concern would be the sale of new cars. Relating to a sales 
tax on Indian Reservations, Senator Crippen said most of SB 235 
is patterned after the sales tax in New Mexico, a state that has 
several Indian Reservations, and that state has worked 
successfully with Reservations through interlocking agreements. 

Senator Crippen said SB 235 is a start toward tax reform in 
the state, and he is willing to work with the Committee, Senator 
Waterman, and anybody else so we can draft a program we will be 
proud to present to the people. 

ADJOURNMENT 

Adjournment: The meeting adjourned at 11:10 a.m. 

Chair 

MH/bjs 
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TESTIMONY 
FEBRUARY 2, 1993 

ROOM 325 
SB 235 

MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE: 

FOR THE RECORD. I AM CHARLES BROOKS EXECUTIVE VICE PRESIDENT OF 
THE MONTANA RETAIL ASSOCIATION. 

FOR A NUMBER OF YEARS THE MONTANA RETAIL ASSOCIATION HAS BEEN A 
ADVOCATE FOR COMPREHENSIVE OVERHAUL OF OUR TAX SYSTEM, WITH A 
SALES TAX BEING ONE OF THE COMPONENTS. THE BILL BEFORE YOU GOES 
A LONG WAY IN ACCOMPLISHING THIS OVERHAUL. 

LAST FALL WE CONDUCTED A POLL OF OUR MEMBERSHIP ON THIS ISSUE AS 
WELL AS OTHER ISSUES THE RESULTS OF THAT POLL IS ATTACHED FOR 
YOUR REVIEW. YOU WILL NOTE 63~ OF THOSE THAT RESPONDED STATED 
THEY WOULD SUPPORT A SALES TAX PROVIDED THAT THE LEGISLATION GAVE 
TAX RELIEF IN PROPERTY AND INCOME TAXES. THIS BILL APPEARS TO 
ACCOMPLISH THIS RELIEF. 

THERE ARE SEVERAL CONCERNS ABOUT THE BILL WHICH WE WOULD LIKE TO 
EXPRESS AT THIS TIME. SECTION 46 VENDOR ALLOWANCE. I HAVE 
ATTACHED TO MY TESTIMONY A SURVEY BY THE NATIONAL ACCOUNTING FIRM 
OF PRICE WATERHOUSE, WHICH INDICATES THE COST TO RETAILERS,TO 
COLLECT SALES TAX AVERAGES 3.48~. WE RETAILERS FIND THE VENDOR 
ALLOWANCE IN THIS BILL TO BE TOTALLY UNACCEPTABLE. THEREFORE, WE 
AS~ THAT YOU CAP THE MONTHLY ALLOWANCE AT $150.00 RATHER THAN 
$50.00 AS SHOWN IN THE BILL. 

SECTION 49. SECURITY DEPOSIT AND PERSONAL GUARANTY OF OFFICERS 
AND DIRECTORS. WE NOW WITHHOLD TAXES, FILE A REPORT AND PAY-TAXES 
WITHOUT THIS BURDEN. WE SEE NO NEED FOR THIS TYPE OF REGULATION, 
AND ASK THAT THIS SECTION BE CHANGED TO REMOVE THIS UNNECESSARY 
REQUIREMENT. 

A FINAL THOUGHT MR CHAIRMAN. IT IS OUR RECOMMENDATION THAT THE 
LEGISLATURE ENACT THIS LEGISLATION AND PLACE IT IN OPERATION AS 
SOON AS POSSIBLE WITH A VOTE OF THE PEOPLE SCHEDULED IN NOVEMBER 
1994. THIS WILL GIVE THE CITIZENS OF THIS STATE AND OPPORTUNITY 
TO SEE THAT THERE TRULY IS TAX REDUCTION AND RELIEF. 

.- ' ......... 
,'. 



1. What is your vision for Montana? 

Re: 
Education 

Environment 

5 e:c /111 c2 c t j s v"";?""" c' ""-/ • 

Business climate 

Jobs 

***** 
-~ . . - ':' -'"\. ; 

.!....:-:~----~. 
-. - .. - .. 

.-: .. ,: . , ..... -.. --

_. ~ . :-:' .' . 
.. ' 

. - .- --. ... .... 
• ~ 1" .. _.-

3. Do you feel personal taxes are ade,quate t.C?.support .s.tategovernment? 

4. The expenditures of state govern'ment are 
Would you: 

Cut spending and increase taxes 

Increase taxes 

Cut spending 

/.0> yes 
--
exceeding 

Lfr! yes 

..3 yes 

~ yes 

.3 no no .-.--
... - . .' . 

- . 
tax revenues. 

. ~J,-no ¥ ..s-no -,-

.. r.s- no ~b no 

....L no -7- no 

ans 

ans 

ans 

ans 



5. How would you address the following? 

Cuts Additional 
funding 
~ 
~ 
.2JL 
~ 

no ans 

State government in"general: ~ 
Public welfare: 8~ 
Univers.ity system: 11];-> 
Public Schools: \r~ 

Vo- t e c~s : f=~HIBIT "/ LL2-
CommunIty college~:' ~. 
Coun ty goyernmen t eATE ,..j-d - Cf3 -Z!2 
City government: S.R-a3$._. ___ o 17t1 
Health care \J 

Corrections 37 

6. Do you feel the state of Nontana needs tax reform? 

.2...!:! ye s 

7. Would you support the enactment 
.of a sales·tax? 63 yes 

.8. Should a sales tax be enacted td address: 

.3...::Z-
. ,;?¥ 

-L 
--2-
dL 
dd-

-.£ no 

-Li . no 

Current shortfalls ~ I yes 4L 7no 
Additional funding for existing and 
added s tat e funded programs / byes 2iL no 

9. If a sales tax were to become law, 
would you prefer: 

To relieve existing 
personal income taxes 

To relieve existing· 
property taxes 

To eliminate "pers'onal property taxes 
(furniture, fixtures·, etc.) 

10. Should the revenue from the 
Coal Trust Fund be tapped? 

7.5 yes / '-/ no 

?3 ·yes !.d no 

~yes /8 no 

.2L yes· -::;.0" no· 

To rebuild municipal water, sewer systems 
and other infrastructures &~-yes ~ no 

Other (name) 

Should the revenues be: 
loane~ and repaid 

given and not repaid 

11. Workers' Compens"at"ion: 
Rates should be raised 

Should be ~old to a 
private insurance company 

Place a cap on settlementss 

.;La. yes . 0J;L no 

d.3.. yes .d' o. no 

yes 

& !>- yes 

!L2 yes 

73. no 

/ j' no 

1 no 

4L no.ans 

.L no ans 

~ no ans 

/' L,. no ans 

IS no ans 

-L no ans 

.7 9 no ans'· 

~ no ans 

..:l.....L.- no ans 

/"I :1-"n 0 a n s 

W no ens 

no ans 

7- / no ans 

~ no ans 



ATTACHED YOU WILL FIND A COpy OF THE RESULTS OF THE RECENT SURVEY MAILED TO 
OUR MEMBERS. 26% OF THOSE RECEIVING THIS SURVEY REPONDED AND WE APPRECIATE 
.THEIR COOPERATION. I THOUGHT YOU MIGHT APPRECIATE READING SOME OF THE 
RESPONSES TO THE FIRST QUESTION, THEREFORE BELOW IS A SAMPLING OF ANSWERS TO 
QUESTION NO. 1 

"WHAT IS YOUR VISION FOR MONTANA?" 

RE: 
EDUCATION 

"STREAMLINE SYSTEM. MERGE INTO A TRUE UNIVERSITY SYSTEM. ELIMINATE 
DUPLICATIONS AND CUT SOME UNNECESSARY PROGRAMS)" 

"WE NEED TO CUT ADMINISTRATIVE COSTS AND MOVE TO CONSOLIDATE 
SCHOOLS FROM ELEMENTARY THROUGH COLLEGE AND UNIVERSITY SYSTEM." 

"I FEEL EDUCATION IN MONTANA IS WELL FINANCED. STAFF IS TOP HEAVY 
AND WE SHOULD HAVE ONE UNIVERSITY PRESIDENT AND ADMINISTRATORS AT 
OTHER UNITS. DEPARTMENT OF HIGHER EDUCATION SHOULD BE DISBANDED AND 
A FIVE MEMBER COMMISSION APPOINTED." 

"EDUCATION OF OUR - CHILDREN IS OUR FUTURE, KEEP IT SOUND 
FINANCIALLY." 

ENVIRONMENT 
"WE ALL WANT A GOOD ENVIRONMENT, BUT PROGRESS DOES NOT HAVE TO 
ENDANGER ENVIRONMENT ..... " WE DO NOT NEED ANYMORE WILDERNESS, WE 
NEED MORE JOBS." 

"WE NEED A BALANCE OF JOBS AND ENVIRONMENT. WE DO NOT NEED 
EXTREMISTS ON BOTH SIDES." 

"OUR ENVIRONMENT SHOULD BE PROTECTED, BUT NOT AT THE EXPENSE OF 
JOBS AND OUR ECONOMIC STABILITY." 

BUSINESS CLIMATE 
"WE NEED TO GET THE WORKERS COMP. PROBLEM HANDLED - WE NEED TO 
TEACH FREE ENTERPRISE IN THE SCHOOL SYSTEM." . . . ',_ ~ 

"MONTANA IS EXTREMELY HOSTILE TOWARDS SMALL BUSINESSES. THE STATE 
GOVERNMENT HAS TO REALIZE WE NEED TAX RELIEF OR SMALL BUSINESSES 
WILL DRY UP AND BLOW AWAY." 

"TEACH PEOPLE PROFIT ts NOT A DIRTY WORD." 

"WE NEED TO STOP THE OUTFLOW OF BUSINESSES TO OTHER STATES. STOP 
CATERING TO THE WORKERS COMP PROGRAM AND THE LEGAL INDUSTRY THAT IT 
SUPPORTS. " ... 

"A POSITIVE ECONOMIC CLIMATE SHOULD BE ENCOURAGED THROUGH LESS 
GOVERNMENT REGULATIONS AND NO NEW TAXES. GOVERNMENT DOES NOT CREATE 
JOBS, BUSINESSES DO. TAX AND SPEND POLICIES ONL~ PUSH JOBS FROM 
MONTANA TO OTHER STATES." 

"IF WE CHANGE GOVERNMENT TO LIVE WITHIN ITS REVENUE, BUSINESS WILL 
GROW AND JOBS WILL FOLLOW." 
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American Retail Education Foundation 
1616 H Street, NW 
Washington, DC 20006 

Dear Mr. Daines: 

• 

We are pleased to submit the final report for the Study to Estimate the 
Costs of Collectini State and Local Sales and Use Tax. We believe that 
the national cost estimate contained in this report allows a direct 
comparison between retailers' costs of complying with sales and use tax 
laws and the compensation currently granted by state and local 
governments. 

In addition to the current cost estimate, the computer model that 
generated this result should prove to be a valuable tool for future analysis. 
Because its parameters can be easily changed, the model provides a 
framework for future studies at the state and local level. 

We wish to express our appreciation to those firms and individuals that 
participated in the study. Special gratitude is also due to the members of 
the steering committee for their guidance, availability, and responsiveness 
at all phases - from initial planning to reviewing the final report. . 

If you have any questions regarding any aspect of the report or study, 
please call Dr. Fredric Laughlin at (202) 296-0800. 

Very truly yours, 

100 Years of Service In the Ur~ited States 

-------.-~ 
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American Retail Education Foundation 

EXECUTIVE SUMMARY 

A Background and Purpose 

Retailers in 46 states are required to collect sales and use taxes from their 

customers on behalf of state and lo.cal governments. To comply with the state and local 

tax regulations, retailers must expend time and resources collecting and remitting the 

taxes and documenting their compliance. Some states (28) provide a collection 

allowance to compensate retailers for undertaking the tax collection and remittance 

responsibility. However, other states (18) do not attempt to compensate retailers for 

their costs. In determining whether or not to grant a collection allowance (or set its 

level), state and local legislatures often require compelling evidence of the costs retailers 

incur in complying with sales and use tax laws. 

Past studies that examined this issue have shown that the collection allowance 

granted by state and local governments has been well under the amount needed to cover 

retailer's costs. Although these studies used different approaches and examined different 

states, they indicated that retailers were being undercompensated for their services. 

Over the past decade, trends in retailing and tax collection have affected retailers' 

costs. For example, improved technology has allowed retailers to collect and remit sales 

tax to governments more efficiently. What may not be so apparent, however, are trends 

that have added to the time and resources a firm must expend, e.g.: 

o electronic payments, 

o advanced payments, 

Price Waterhouse ES-l 
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American Retail Education Foundation 

o changing tax bases and rates, and 

o an increasing number of taxing jurisdictions (presently over 7,000 
nationwide) . 

In response to these changing retail and tax collection trends, the American Retail 

Education Foundation (AREF) commissioned Price Waterhouse (PW) to develop a new 

cost estimate. Unlike previous studies which focused on individual states, the goal of this 

study was to develop a nationwide average cost estimate for retailers. 

B. Approach 

To develop the nationwide cost estimate, PW collected data from retailers in all 

46 states with a state sales tax. Two approaches were used to collect this data: 

o On-Site Interviews -- collected detailed data from 45 retailers in 18 states 
concerning the costs that retailers incur in collecting and remitting sales 
tax. From this data, PW estimated the overall cost to the firm and 
identified the key factors influencing those costs (e.g., type of point of sale 
(POS) equipment and frequency of audits). 

o Mail Survey -- conducted a mail survey of 5,000 retailers concerning the 
key factors identified in the on-site interviews. Based on the responses, 
PW developed a distribution of retailers in each state (e.g., percentage of 
retailers that have scanner POS equipment, percentage of retailers that 
were audited last year). 

The data collected from the on-site interviews and mail survey, along with 

published government retail population data, was used as input to a PC-based computer 

model. The model contains mathematical equations that calculate the cpst associated 

with each activity and expense that a retailer must make in collecting, reporting, 

remitting, and documenting sales tax. By summing the outputs of the model, we 

Price Waterhouse ES-2 
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developed the national average cost estimate. 

c. Results 

The analysis yielded a national average cost estimate of 3.48 percent of total sales 

tax liability. This means that, on the average, for every $ 100 of sales tax a retailer 

collects and remits, it costs $3.48. To help assess the accuracy of this estimate, PW 

developed a confidence interval that summarizes the error attributable to random 

sampling for the data collected through the mail survey. The calculation yielded a 95 

percent confidence interval of + / - 0.28 percent around the 3.48 percent estimate (i.e., a 

confidence interval of 3.20 percent to 3.76 percent). 

PW's confidence interval calculation only reflects the effect of random sampling 

for the mail survey portion of the data collection effort. The analysis assumes that the 

cost to collect sales tax for an individual retailer (the output of the model) is ~ccurate. 

These cost estimates rely in large part on information collected during the site visits. As 

such, they are subject to certain non-sampling errors, which cannot be measured 

statistically, but which were estimated from PW research and professional judgement 

The 3.48 percent national estimate is consistent with the estimates of previous 

state-based studies, even though the earlier studies ~ered in approach and timeframe. 

Thus, even with today's more efficient equipment (e.g., sophisticated POS terminals), the 

average retailer's cost of collection and remittance is still substantially greater than the 

amount they are compensated. 

Price Waterhouse ES-3 
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Vendor'S Disco~~ts by Sta~e 

Alaba.'i'.a. 

Arkansas 
Colorado 
Disc. Colu..wia 
Florida 

Georgia. 
Illinois 
Indiana 
l<en~u9ky 
LOUlSl.ana 

!-!a.ryland 
Michigan 
Mississippi 
Nissouri 
l-l'Ol;"th Oakota 
Nebraska 

NeV'aca 
Ohio 
0)(1 anc.":\a 
Pen::syl va:-lia 
South Dakota 
Texas 

Virginia. 
Wisccr.sin 

SALES 5~ ON 1ST 100 OF TAX 2~ Ov~R 100 
SELLERS t:'S3 3~ 
2%' ON 4.5 STl .. r:;! RA7E ONLY NO D!SCOtlli7 ON LOCALS 
3 .33 \- STAT~. LOCA.!.S 'r:A.'q'i 
H: 
2.5% CH 'IH~ FIR.ST $1:200 OF TAX. !"'JV: $30 PER LOQ.~TION 

.5% 
1.75% 
1.0\­
l.C~ 
l.l~ ON' STATEl. LOCA!.S VA.~Y 

.6% 

.75% eN P~:::?A·~1>2!'.7. • 5~ O~ F!~.2l.L P,ET~?.N. 
2\' TO A H.~.xnn.1·1 $50 n? LOCATION 
:;a 
1.5% NOT ~O EXCEED $55 ?E~ LOQ.~T!CN (P5~~!T ~JM3E?) 
• 5~' 

1.23~ 
.75% 

2.25\' 
1.0% 
1.5% 7"0 A HAX:i:~-.J')f $70 PEP. LOCA1'IO:~ 
1.75~ ON P~:::?A~~~7, .3~ O~ ?37L~~ 

1. il% O!~ 3.5;- STA7::: RA'I"E ONLY. NO:-J2 eN COt1rr!::S. 
:2i' OF 15':' $10, 00::> IN '"I-AX, l~ ON 2KD $10, oeo OF T;':;:', A.'m 
.S~ T:iEP.EAF~ER. 
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STATEMENT OF MONTANA MOTOR CARRIERS ASSOCIATION B.iU NO S ~.~ ~"":-~I 
TO THE SENATE COMMITTEE ON TAXATION '- ' 

ON SB 235 - SALES & USE TAX BILL 

Mr. Chairman and members of the Committee. For the record. my name is Ben 
Havdahl and I am the executive Vice President of the Montana Motor Carriers 

Association. 

lVIMCA has some 450 motor carrier members ranging in size from one truck 
operators to carriers with fleets of 300 plus trucks. 95% of them operate in 
interstate commerce and a large number operate in both interstate and 
intrastate commerce. MMCA'also has some 180 supplier members. A1llVlMCA 
members will be impacted by the enactment of SB 235. 

lVIMCA supports the concept of the sales and use tax as proposed in SB 235. 

We support the general property tax relief on personal property taxes assessed 
on our industry's trucks and trailers. We do feel that the sales and use tax 
concept that SB 235 will enact is a logical way to adequately finance the needs 
of state government and other major needs that this Legislature has to 
address. 

lVIMCA does have some problems with certain provisions. or the lack of certain 

provisions in SB 235 as it now stands and would like to offer suggestions for 
amendments to the bill in the areas affecting the motor carrier industry in 

Montana. 

We support the exemption of diesel and special fuels 'upon which the tax has 
been paid. 

lVIMCA supports the concept in section 34 on page 26 dealing with non taxable 

transactions in interstate commerce to the extent that the imposition of the 
sale or use tax would be unlawful in the U. S. constitution. We would . 
respectively suggest some modified language that clarifies the non taxable 

transaction under sub paragraph (3), which now reads. "the sale of a vehicle 
with a gross vehicle weight in excess of 46,000 pounds used exclusively in 
interstate commerce is non taxable." 

1 



We would suggest the following to better clarify the application of the non 
taxable transaction, "(3) the sale or lease of motor vehicles with a maximum 
gross registered weight over forty six thousand (46,000) pounds, which shall 
be immediately registered under the international registration plan or similar 
proportional registration system, whether or not base plated in Montana, and 
the sale or lease of trailers or semitrailers which are part of a fleet of vehicles 
registered under such proportional registration system when such vehicles 
and trailers are used in interstate commerce."; 

Section 35 on page 27 further extends the non taxability to the movement of 
property and persons in intrastate transportation service, but only if the 
movement is an extension of transportation of property and persons in 
interstate or foreign commerce. Montana distributorship businesses, under 
this language, would be placed at a definite disadvantage in competition with 
similar distributors based outside of Montana. Freight charges to the Montana 
business would be taxed at 4% and outside competitors 0%. 

It would be difficult and costly for interstate carriers delivering commodities 
within Montana to split the freight charges between which are taxable and 
which are not. The amount of tax collected would probably not be cost 
productive to collect. 

MMCA would respectfully suggest that all intrastate freight charges for 
movements of property and persons be non taxable under this section. 

We are opposed to the double taxation of the cost of intrastate freight services. 
Commodities moved in intrastate would be taxed and paid by the carrier, then 
would be included in the mark-up of prices by merchants and taxed a second 
time in the ultimate price of the commodity. 

Prior sales and use tax bills considered by this body, resolved the problem 
with an amendment to include in ~e non taxable category, freight charges 
from the transportation of property or persons from one point within this 
state to another POint within the state for all transportation modes and 
commodities. MMCA would ask that SB 235 be amended in the same manner. 

2 



MMCA feels that further clarification of an exemption is needed as it applies to 
the receipts from rentals or leasing of vehicles used in transportation of 
property or passengers by for-hire carriers in intrastate or interstate 
commerce under regulations prescribed by ICC or the Montana Public Service 
Commission. 

We would suggest that language be incorporated to cover the deduction. A 
considerable amount of freight is moved by owner operators whom have leased 
their vehicles to motor common carriers and operate under the carriers 
authority. Thank You. 

EXHIBIT __ ~ _____ _ 
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TESTIMONY OF THE MENTAL HEALTH ASSOCIATION OF MONTANA 

IN SUPPORT OF SENATE BILL 235 

. FEBRUARY 2, 1993 

BEFORE THE MONTANA SENATE TAXATION COMMITTEE 

Mr. Chairman and members of the committee: 

My name is John Shontz. I am the public policy coordinator 

for the Mental Health Association of Montana. The Association 

supports a retail sales in Montana provided the legislation does 

not impose a heavy burden on Montanans living on fixed incomes 

and the tax results in increased funding for human service pro-

grams, including services to mentally ill Montanans. 

The budget problems faced by the state are, while severe, 

not so large that we should not focus on the needs of our people. 

The national discussion about health care is leading us, as a 

people, to the conclusion that physical and mental health care is 

a right in the united states (as it is in most of the industrial-

ized world), rather than a privilege. 

It is clear that the future of health care for all Americans 

will be built upon the Medicaid program at the federal and state 

levels. We note that the Congress has used the Medicaid program 

to expand health care services to people across the United states 

during the past four years. 

Montana must be financially prepared to participate in this 

A Non-Profit Education & Advocacy Organization 

Workingfor Montana's Mental Health and Victory over Mental Illness 
A ,Vational Voluntary Health Agency 



forthcoming federally mandated effort now, least we face another 

financial crisis later in 1994 because we did not properly plan 

today. A sales tax may be the only vehicle available to Montanans 

to assure adequate funds are available to purchase the state's 

share in a national health care program. 

Second, we note that the legislature is again examining the 

reduction of funding for institutional services for mental ill 

Montanans. We support that effort. We strongly believe in commu­

nity based mental health services, understanding that there will 

always be a need for a state supported inpatient psychiatric 

hospital. 

We note that today, one of every four visits made by a 

Montanan to their doctor is due to mental illness. The temptation 

exists to reduce institutional services without properly funding 

community based services for mentally ill Montanans. The result 

of such a strategy manifests itself on Pacific Avenue in Tacoma, 

Washington and 15th & Pennsylvania Avenue in Washington, D.C. 

where thousands of mentally ill people live on the streets. 

While community based services are less costly than the cost 

of institutional care, community based care is not free. We 

advocate committing any savings generated by reductions in insti­

tutional care to fully community based services for mentally ill 

Montanans. 

We encourage the legislature to use revenues generated from 

a sales tax to fund the deficit created by a decade of unbalanced 

budgets. . 'THANK YOU. 
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January 13, 1993 

Senator Bruce O. Crippen 
Senate Minority Leader 
Montana State Senate 
Capital station 
Helena, Montana 59620 

Dear Senator Crippen: 

It has been called to my attention Py Dan Irving of the 
Montana Association of Theatre Owners that Montana is 
once again considering a sales tax. I know from living 
in Montana for over forty years that the sales tax 
issue is very controversial. However, the reality of 
the budget is going to force the state legislature to 
look at many options. 

I do not envy your position as Senate Minority Leader, 
but I know you and the other members of the State 
government will ultimately come to a conclusion that 
will best serve the needs of the people ot Montana. 

I am writing to you on behalf of the theatre owners and 
operators of Montana, as well as on behalf of our 
industry and the movie patrons throughout the state, 
since they are ultimately the ones who will pay any 
sales tax that is placed on the admission ticket or 
licensing agreement. Since I have :been intimately 
involved with the theatre industry in Montana for many 
years, the purpose of my latter is to make you aware 
of our industry's unique perspective on the sales tax 
issue. I would like to briefly outline why we feel 
that any adopted sales tax should exempt both admission 
tickets and film licensing agreements. 

.. Phil Harris 
William F. Hertz 

Bruce Jones 
Raben LAemmle 

Richard LAlldis 
lA .... ·ren~·e E. Martin 

Gary Meyer 
Bruce: Sanborn 

Raberr W. Selig 
George Vogan 
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1. A Sales Tax on theatre admissions is an extremely 
regressive tax considering the make-up and age of those 
who attend movies. According to industry figures, 76% 
of families with children & annual income of less than 
$25 / 000 attend the movies. The $25,000 figure would 
be sUbstantially less in Montana because of the average 
income, but the percentage of attendance would be 
similar. Also, ll% of the admission tickets are sold 
to people under the age of 15, 20% to those under 20, 
25% under 30, and 12 % over 50. This translates into 
the fact that 68% of the tax would be paid by people 
in either lower or fixed income categories, and by the 
youngest and oldest mEunbers of our society. 

2. Every time there is a price increase at the box 
office, there is a corresponding drop in attendance due 
to competition froxn video, sports ana other 
entertainment events. This not only impacts theatres 
but corresponding industries such as 'restaurants, 
lounges, etc ••. This drop in attendance would lead to 
less employment in an industry whioh customarily 
employs a substantial number of teenagers. 

3. Over 99% of the movie admissions in Montana are 
purchased by in-state residents, not tourists. We 
would be forced to increase the cost of one of the few 
outside the home entertainm.ent activities that 
families, teenagers and the elderly can afford. 

4. Unlike video stores who buy and own the tapes they 
rent, the film itself is never owned by the theatre 
operator. Operators enter into licencing agreements 
with the studio for each and every showing of the film. 
It never becomes tangible property of the theatre 
exhibitor. Therefore, any tax on the licensing 
agreements would be passed directly on to the consumer. 

5. The theatre business has been a marginal business 
since the advent of television, and any increase cost 
would prove very detrimental, especially for small town 
operators throughout the state of Montana. 
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6. Even California, which has had a sales tax for many 
years, has exempted all entertainment events including 
movies, as well as film licensing agreements because 
film is an intangible property to the theatre owner. 

I sincerely appreciate the opportunity to give input 
into what I know has to be a very difficult situation. 
I will make myself available to answer questions or to 
provide additional information at your request. 
However, for the sake of the movie going public in the 
state of Montana, I do hope that if a sales tax is 
adopted it does exempt both box office admissions and 
film licensing agreements. 

Thanking you in advance for your time & consideration. 

r.Em1~~N, 

TlII arn~ 
president, NATO of California 

cc: Dan Irving 
Dian Smith 
Bud Rifkin 
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thl: l)(\'[lerly. FCJI' purjlo:II'n I,'S thir. l!111'''gr'\lI.!h..'~tr:",d,'r\lr: ~h"ll nll'nn the followil l t:: 
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(c:) The rurnlshing' Bnd dilltriuuting QC lnngible p<lrQl>n~'l'roperty Cor n COllllici(ltl\t\on hy socia) clubs 
and rroicrllal' orlf"nizlltionl to Llltlir mcnil~r6 or others,; 
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. I.", 
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l.tu.n8(cror.~;,L~ J1aI4snl()'..I~~"C'll'\bur8(\rn':nt or hnSl);~I!.I.,uso tn~ mC.:\Burcd by the .lIUrChMO 11I"Ice of 
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vide~ u..PC3, ~nd vIlIeo 41f1p! ~f9r pn,v~~ u~o. under w.~lch the: IC1i';ce or renter doCII not obt.un .or 
~~~~Ire tho nghL lo licC~1l0, ~rol1dc~r~ ~"JIII)ll, or' rcpr~h.lcu LI\c vi~co caallcll.e, video tl\l'O, or .vl<Jco 
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'Tha 1987 ,n~c:;"dlll\!nt pr9.v!ded. CQr o.n1\l:1t1Uld mollon.lllA) ;nlll .41ot thol!ltl7~88 nl~lI'ul"r S\'~~I\'I\ lStnb.l!J87. 
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e~~~l.itut.c .~'911Ic~,· oven tlt~\llf. Jlivl~illilt\'. IIahiIiU"8 .3!i~1 )'~hlll~hllf denied And mucli(i\'d lin o(hcr ir()Undll. 
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nU~ll)':r or ~"II hilll-! d:lYS 1l\'<:I"\~llr} fIJI ~hc ;\' .I':-."lr l" (ktcl ::\:"": ll.l '.t1IlI~ t· f IC m .• f1,I[.,cIU\,<·d 

))"(1'(' ,llld [t,}, (lIt· Illld:lqr lO c_,l"lltl lllx h;Lillhly 

(,:) Tht: i~~\~'I(" ;Ill, r,lli .. n, [Ilq.:(·ry, \)r us.' o[ lilly l.l)." c:, .Ir ,'I '(' CI:I Y I(,ll, or. r"n·,iJIII)II,11 
':"ltlfi\"It(? in ~'''.\ ,11111,'1' COlllr.lry lA" tlte n'II"""I!lI'lIl~ of ll...: en I~, .. I!(,' ~":I! (jlllk~ a 1l\,.'.)'~""'.'I\"r 
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Swl.!..I!J!)2, c, G'2:l (~.lljfi:i), § ~l; 5.) 

. \ HiHllllictt.1 nnd Statutory ]\; .. Ic~ 

p."n L"gh.l'lthu, :\p"II.- "ion (.( 1 h~ lr~~;:.:.~'i'·n, 1"1'(1' til d4.lr,.~:,1 t'\oh' 
The 1~"';1 Ulf!t'III!/IIf:/lt fl· ..... "S· tt,t.' nf:~ll'llI uuJ(,;( § ,:,.:0 

l~tlR I.rKI.l"II,," 
TIle l:H·!!; 11'~:I..l:&li,," ill:"'1 1.'0111' ~uh41 (.J). ;>,.d ruk.,· 

ill"·lled prior rolll.1! (I) "" ~lIl,d. (<:). 1:\.1. 
C(,nf,rn.alioll, \llti,]:.r;"r. ~'Hj k~lIl, ,.,( ads lind I'm­

ef·\.'llill~" of r,,''V~flUI' tli:11.rit'L.\ 1JlU W)(I h lL\,'HCH .. 1, 8el.: 
Hi',IMical :-J"w 1I1 .. kr § ~r. 70. 

CllAI'1'Jo:tt 6, ~I\ SrEI.L,\:-; t·;O CS J·JtO \' If-IONS 

§ (lX·11. 

The O.'p:lrlm"l,l U[ H'I\.~illt: I\nc.l C(.mmu ~. n'·\'c\lIl'llI'!IlI. :',1<,.): fl.lrni~h leI the (\lIllIly U'·;I'~ .. ,(Jr of 
the cnUlily in which II • • • m;lnll[:lclure<l I( u\C i~ ~il..cd, ,)n 01' h,:forc the lu~l <lilY of ea('h .:.I1('ll,lar 
mont.h, a lil<tlflg of ull nl'W fl'l;i!it.ratio·;;'j;-"J 'CI~'~ 1.0 ••• !.!l!i'..I~:~:Ul(~ sill-d, or IAI lie .iled, 
in that NUllty. 

(J\Il1~lld(!d by $t.,I..\ l~I~Jl, c. 7% (A.n _227), § lll.) 

;iiH2. Exchan):c of in(vrmlllill I:lwC:CI1 offic!nIM; 1."r.ucnll"lily; I'llhlie IIIApl.'cljun 
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D~\'el(lpt'll(:llt lIod an;,' celli "I a:;:-l\'~!t.)r ~hllll c.I;<:hang<! Ir olh<~l'wi,.c l,ruvidc wOlle ,"lllollll,:r :Iny 
i:liOl·I1l:lt.ion n:I('\'anl lO~h rrgulnt.ionR, tilling anti !..:LX:l Hl of • • • (Han\lfa('Lun·d honll:~. 5IJch 
~n rOrlll<lt.!on :Ihall bIt Iwld o.nf.id(;I'li:L~ hy thc p;u'ly r.!c(:iv~lI~ h~ i'llfoJ Ilulii'i'n, ~XC('J1t lu tli~C:l\:lIl tIl(! 
Jnf<Jrll.I,lLlflll I~ Ol'(,~' UI •. 'hIIL ',o:<(l,'dJ(.n pur:lu:\llt tAl S'!(lliln~\)il' HlS.I, ,wei ti:3:.l of th(' Rl:','('lluc :JIl,1 
T:lXaUuo (,.{)dc:. (lnd ',ll<)11 1ilOR of lhe Vcludl: r .. uc.lc. 

(Am<:n<kd by SI.Li 0~1I. c, 'i'% (:\,1l.2U7). § 1!1.) ;/ . 
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"S .. It!" nl(':lfl~ a ill I illdud\'~: 

(a) Any lrall.'lfcr of tltla or po!t';('l<!Ii')l1, ('~ch:\ll,.:el Of J.,;).I't.cr, c"nd.:.;\)l\;d VI' oll.t:rwi,:c, 10 nllY l!i:,Ilr.,·( 
or by nilY tn'.'JM Wh.I~III,,:vl'r, of ~\,,~iblc pCf'''"ai pr(llwrLy ["f n COIl.:it\"flllirll;. "'!'r.III:,f'.:r or 
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MD TAX GENERAL 11-221 
Code, Tax-General, s 11-221 

ANNOTATED CODE OF MARYLAND, 1988 
TAX-GENERAL. 
TITLE 11. SALES AND USE TAX. 
Subtitle 2. Exemptions. 
Copyright (c) 1957-1992 by The 
reserved. 

11' 11-221 Taxation by other law. 

£XHIB/T __ L/ ____ _ 
DATE. ;2 -02 - 93 
:f l - S 8 -.2..1,j-.• 

Michie Company. All rights 

(a) Taxed under other law. -- The sales and use tax does not apply 
to: 
(1) a sale of an admission by a person whose gross receipts from 
the sale are subject to the admissions and amusement tax; 
(2) a sale of a communication service, other than a taxable 
service, rendered by a person whose charge for a communication 
service is or would be subj ect to the federal excise tax as 
described in s 4251 of the Internal Revenue Code in effect on July 
1, 1979;· 
(3) a sale of a motor fuel that is subject to the motor fuel tax or 
the motor carrier tax; 
(4) except for a rental, a sale of a motor vehicle, other than a 
house or office trailer, that is subject to the motor vehicle 
excise tax under s 13-809 or s 13-811 of the Transportation 
Article; 
.J-5) a rental of a motion picture, motion picture trailer, or 
advertising poster for display on theater premises by a person 
whose gross receipts from the activity related to the rental is 
subject to the admissions and amusement tax; or 
(6) except for a rental, a sale of a vessel that is subject to the 
excise tax under s 8-716 of the Natural Resources Article. 
(b) Use by person paying sales and use tax. -- If a person who buys 
tangible personal property or a taxable service in a retail sale 
pays the sales and use tax when the retail sale is made, the person 
is not required to pay the tax again when the person uses that 
tangible personal property or taxable service in the State. 
(c) Sales tax paid in other jurisdiction. -- (1) To the extent that 
a buyer pays another state a tax on a sale or gross receipts from 
a sale of tangible personal property or a taxable service that the 
buyer acquires before the property or service enters this State, 
the sales and use tax does not apply to use of the property or 
service in this State. 
(2) If the tax paid to another state is less than the sales and use 
tax, the buyer shall pay the difference between the sales and use 
tax and the amount paid to the other state in accordance with the 
formula under s 11-303(b). 

(An. Code 1957, art. 81, ss 326, 375; 1988, ch. 2, s 1; ch. 337, s 
1; 1991, chs. 525, 639, 653, 654; ch. 671, s 1; 1992, 1st Spec. 
Sess., ch. I, s 2.) 

Code, Tax General, s 11-221 



TESTIMONY ON S.B. #235 

SENATE TAX COMMITTEE, ON BEHALF OF OF 

THE MONTANA TAX REFORM COALITION. 

Mr. Chairman and members of the committee, my name is Jim Scott. 

live in Billings, am Vice- Chair of First Interstate BancSystem of 

Montana, and president of the FIBM Foundation. I am here today to present 

testimony on behalf of the Montana Tax Reform Coalition (MTRC). 

MTRC represents a bi-partisan, broad-based group of individuals and 

organizations that have been involved in the tax-reform issue for many 

years. In the mid and late 80's there began to develop an awareness by 

this group that our revenue structure no longer served the best interests 

of the state as a whole. Inflammatory rhetoric on tax issues had been 

used as partisan ammunition for too long. People from all walks of life­

-- business owners and workers, educators and students, people with 

handicaps and those living in poverty, and local governments officials, all 

understood that something was severely wrong with our revenue system. 

In 1989, after several years of informal communications, these 

concerned citizens formally organized MTRC and began a process to find 

common ground that would result in a solution that would address the 

interests of all. During the last half of 1989 and 1990,MTRC participants 

held hearings and organized meetings throughout the State. We listened to 

Montanans as well as experts from outside the State. After listening we 

negotiated a set of tax policy recommendations that we believed best met 

the needs of all of Montana. We published a report which spelled out 

those recommendations in every daily newspaper on New Years Day, in 

1991. 

:~~'''' 
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We learned yet another lesson in partisan political reality when the 

leaders of both parties refused to put comprehensive tax reform on the 

agenda in the 1991 session. We suffered with the rest of the State 

through two painful and unproductive special sessions. In 1992 we all 

went to our ~espective partisan corners for the gubernatorial race with 

some satisfaction knowing that both candidates had embraced many of the 

tenets that MTRC had espoused. 

Now that the election is over, MTRC would again ask our legislative 

leaders to address comprehensive reform, for the good of our State and 

it's people. We would like to congratulate the Governor and Senator 

Crippen for their courage in proposing 8.B.#235, and while it is not yet a 

proposal that MTRC can fully support, it is an extremely worthwhile 

beginning, and a step in the right direction. 

In the spirit of sharing with this committee what we believe to be 

the valuable lessons we learned about good tax policy and the process of 

constructive compromise, our testimony is offered today. 

MTRC found that making difficult decisions regarding tax structure 

was made more possible if; 1. the structure is looked at in its entirety, 

and 2. the basic criteria for a strong tax system is agreed; and 3. there is 

a balance between tax reform and relief, and funding necessary services. 

Taxes are paid in various ways, by different entities; on income, on 

consumption, on property owned, by individuals and businesses, and as 

fees paid by users of specific services. Each has different implications. 

Evaluating each separately loses sight of their fit into an overall system 

of taxing and spending. It is this overall system, that in the final 

analysis, strengthens or weakens our state. 

MTRC also found that extremely diverse individuals could agree on a 



broad set of criteria for a strong system. After much initial discussion 

and thought, we were able to agree that the optimism system would 

balance these basic values: fairness, competitiveness, and providing 

adequate revenue. 

By fairness, MTRC means horizontal equity, a broadbased system 

where people in like circumstances pay like amounts; and vertical equity, 

where burden is based on ability to pay, and which increases progressively 

with income. 

By competitiveness we mean a system that doesn't unintentionally 

discourage economic activity because taxes are too high, too 

unpredictable, or otherwise create undo obstacles to economic growth. 

MTRC has never supported, however, a tax structures that is intended to 

attract business activity by being much lower than other places. 

Our third basic criteria is adequacy. The most difficult area to 

measure objectively, to MTRC adequacy means the ability to make 

strategic human and physical infrastructure investments, and to provide 

the necessary care a civilized society must provide for those who are less 

able to care for themselves. 

While the concepts of fairness, competitiveness, and adequacy seem 

simple and universally supportable, we found that in fact they are often in 

conflict with one another when it comes to tax policy. A system that 

optimizes one will do so at the expense of the others. For example, a 

system can be adequate and not competitive, fair and not adequate, etc. In 

fact it is finding the right balance of these factors that determines "good" 

policy. 

With scarce resources and urgent needs, the balance with which 

funds are distributed in a reform proposal is critical. In 1990 MTRC 
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proposed a 40/0 broad based sales tax, and that the net proceeds be 

distributed roughly 50% for tax relief and reform, and 50% for funding of 

strategically important spending. Participants felt the design of the 

overall program met the basic criteria, and that the distribution was 

equitable overall. 

We support the sales tax component of S.B. #235, because it will 

allow changes to our revenue system that will make it much more 

balanced and competitive. We also believe the bill includes reforms 

intended to add to the fairness of the overall system. We are, however, 

concerned that adequate revenue is not available in the proposal for 

education and human services. We urge you to consider whether the 

proposed balance between relief and funding truly results in a system 

that is competitive, adequate and fair. 

On behalf of the Montana Tax Reform Coalition, I implore this 

committee, and each and every legislator, the Governor and the 

Administration, take bold action, and bring to the people of Montana a 

comprehensive solution to the fiscal problems we suffer. We must act so 

that this issue can be finally addressed and we can move on to achieve the 

better future that we all seek. 

MTRC pledges its full cooperation and support in that effort. 
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Mr. Chairman, Ladies and Gentlemen of the Committee: 

I am David Steen, President of the Montana Building Industry Association, 
representing six local associations with over 800 small business members and their 
32,000 employees. Our organization supports comprehensive tax reform in Montana . 
I am here to speak in favor of tax reform; but our association has serious problems with 
the inequities which exist in 8B 235. I offer for the committee's consideration 
amendments which allow a gross receipts deduction for businesses which supply 
materials and services for the purposes of construction of single family or multifamily 
residences. 

Montana has a housing shortage crisis. Billings reports 2,200 families on 
housing waiting lists and a reduction of 34% of multiple listing homes for sale; Great 
Falls reports 1,365 families on housing waiting lists and a reduction of 28% in multiple 
listing service properties; Helena reports 975 families on waiting lists, with a multiple 
listing reduction of 30%; the list goes on to include Flathead, Missoula and Butte. 1 

Also in Montana we have a per capita income level of $14,000 and an average 
family income of $28,000, figures well below the national average.2 Unfortunately 
federal agencies which develop mortgage qualification criteria use national income 
averages, not Montana's income averages. So we have in Montana not just a housing 
shortage crisis; but an affordable housing shortage crisis! 

The average Montana family earns $~500 per year. The bottom cap for 
qualification for a FHA guaranteed home mortgage is $28,500.3 This income level 
could qualify a family for a maximum mortgage of $75,500. The family would be 
required to have in Cash or property at least 5% of total loan, or $ 3,775. Average lots 
costs in most Montana cities are conservatively estimated at $20,000. That leaves 
$59,275 for construction of a new home. Also added to this cost are financing costs, 
appraisals, property insurance, title insurance and mortgage insurance premiums, 
estimated to be about $2,500 for the average home. Now lets add the sales tax . 

. Nearly 80% of a finished home is composed of materials and special trades services. 
For the $60,000 home mentioned above (and anyone building a home today knows 
that $60,000 provides a minimum of housing space), that same home owner needs to 
add $1,896 in sales tax. A $100,000 home would result in $3,200 in sales tax . 

4 .-. 



It has been stated that one of the goals of the State of Montana is to create units 
of affordable housing for Montana's citizens. I submit that the tax proposal as 
proposed in S8 235 creates a tax disincentive to the creation of these much needed 
units of housing. The Administration claims that this legislation also establishes 
property and income tax relief. Although the Administration's proposals may, indeed, 
make it easier to maintain a home; their proposal makes it much more difficult to build 
that home in the first place. The exemption .of housing makes long term fiscal sense, 
adding to community property values and creating a long term community property tax 
resource. Without tax policy which fosters the creation of housing; the development of 
needed housing inventory and addition to community tax values will not happen. 

A request for a housing exemption is not a special interest request. Whether you are a 
farmer, a lawyer or a construction worker, every Montanan must have a roof over their 
heads. Our ~mendments do not exempt commercial, remodel or maintenance 
construction-only family housing. Revenue projections indicate only 6 million will be 
lost to this exemption.4 This could easily be retreived by other mechanisms including' 
a renegotiation of the larger sums proposed for property tax rebate. Let's let 
Montanan's, already on the fringe of mortgage qualification, have the opportunity to 
own their own home. Like food or medicine, we must recognize shelter as a basic 
necessity of life! 

1. Source: Montana Association of Housing and Redevelopment Officials 

2. Source: Legislative Council 

3. Source: Montana Board of Housing & U.S. Census data 

4. Source: Projections: Montana Building Industry Association, using figures 
generated by Montana Department of Revenue. (See attached 
explanation) 



Page 4, Line 22 

Proposed Amendments 
sa 235 

The term does not include construction, except for the construction of single 
family or multi family structures 

Page 16, Line 8 

Add: (5) the nontaxable transaction certificate may be issued to the builder or 
homeowner at the time of application for an electrical permit for the purposes of 
construction of a new single family or multi family residence 

Page 16, Line 21 

Add: -'3.) A nontaxable transaction certificate issued to a builder or an owner for 
the purposes of construction of a new single family or multi family must" 

(a)have ao expiratioo date of ooe year from the date of issuance.. 
and shall contaio a property descriptioo 

(b) The persoo to whom the nootaxable traosaction certificate 
shall be issued may provide the certificate to aoy supplier of materials or services tor 
the purposes of coostructioo of that siogle family or multi family resideoce ooly 

f&) W The department shall adopt rules to provide ..... 

Page 25, Line 7 

Add: (3) the buyer incorporates the property as an iogredieot or compooent part 
of a single family or multifamily resideoce 

Page 25, Line 8 

Add: NEW SECTION' Sectioo 31· Nontaxability -- sale of taogible persooal 
property to person eogaged in coostructioo busioess' (1) Sales of tangjble persooal 
property or the sale of a coostructioo service is oootaxable if the sale is made to a 
bu~r engaged in the construction of a siogle family or multifamily residence who 
delivers a oontaxable traosactioo certificate to the seller 

(2) The buyer delivering the oootaxable traosactjon certificate shall incorporate 
the taogible persooal property or coostructioo service as an ingredient or component 
part of a construction project that is uoder constrJ,Jction for the purpose of a siogle or 
multi family resideoce 

Re-number succeeding sections. 
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Exemption of Single & Multi Family New Construction - Revenue Projections 

S8 235 Sales Tax Projections for 

Net Sales 
(Thousands $) 

Special Trades Contractors Only $395,771 
(Source: DOR projections based 
on model of 1982-1987 U.S. Census 
business data) 

New single family construction ($100,427).· 
New Multi family construction ($ 9,022). 
Ratio of single & multi family new consruction 

Revenue Projection 
(Thousands $) 

$ 17,645 

($109,449) to total of all construction, incl. .21 
commercial, residential, remodel, 

Ratio of Single & Multi 
Family to All Construction 

maintenance & repair ($512,334) 
(Source: 1982-1987 U.S. Census 

business data) 

New Housing portion of Net Sales of 
Special Trade Contractors 
($512,334 * .21) $ 107,590 @ 4% ($ 4,300) 

DOR Retail Trade Projections (Total) 

1987 Single Family Construction = $100,427 
Project: 1992 Increase of ,42% =$142,606 

(Source: Actual permit increase from 1987-1992) 

$ 14,156,352 

Taxable Value of Materials in Single Family Home - 1992 
$142,606 * .34 $ 48,486 @ 4% 

(Source: U.S. Census Business Data - 1987) 

1987 Multi Family Construction = $ 9,022 
Project: 1992 Increase of 28% = $11,518 

Taxable Value of Materials in Multi Family - 1992 
$11,518*.25 $ 2,879 @4% 
(Source: U.S. Census Business Data - 1987) 

Revenue Loss from Housing Exemption 

$ 147,462 

($ 1,939) 

($ 115) 

($ 6.357) 
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Chairman, Tax Committee, Montana Petroleum Association 
S8235 

Senate Taxation Committee 
February 2, 1993 

Mr. Chairman, members of the Committee: 

My name is Walt Webb. I work in the tax department of Shell Oil Company in Houston 

and chair the tax committee of the Montana Petroleum Association. I am here today in 
support of S8 235, and to offer several amendments that will clarify the bill and help make 
Montana's sales tax competitive with other states. 

1. Section 7, page 15, lines 19-20. Delete lIat the time a nontaxable transaction 
occurs.1I This language has proven difficult to comply with in other states. The 
certification usually follows in a few days. 

2. Section 13, Page 19, line 16. Modify this line to read: "from the sales and use taxll 

Line 17. Add an additional paragraph to read: IIThere are exempt from the sales 
and use tax service transactions among affiliated entities at least one of which is a 
corporation that reports its income to the Internal Revenue Service on a single 
consolidated return for the tax year in which the transaction occurs. For purposes of this 
section, affiliated entity includes an entity that would be classified as a member of an 
affiliated group under U.S.C. Section 1504." This provision should be added so services 
between parent companies and affiliates that report their income on a single consolidated 
return would not be'subject to the tax. 

3. Section 16, Page 20, line 16. Modify this line to read: "from the sales and use tax.1I 

4. Section 17, Page 20, line 18: Modify this line to read: "from the sales and use 
tax." 



5. Section 19, Page 21, line 14: After the word lIand" add: lIincludes, but are not 

limited to sales ... " This will exempt occasional sales of business operating assets 
from sales tax. Most states have this exemption. 

Section 19, line 17: Add a paragraph to read: IIIf an interest in property is sold, 
under the terms of a good faith, bona fide contractual relationship, to another person who 
either before or after the sale owned or owns a joint or undivided interest in the property 
with the seller, and if the sales or use taxes herein imposed have previously been paid 
on the property, the property is exempted from the sales and use tax." This provision 
exempts jOint interest transfers. It is based on the similar Texas provision. 

6. Section 26, Page 23, lines 21 - 24 should be modified to read: lIis normally used 
or consumed in the exploration, production or processing of ores, oil, gas, or petroleum, 
in a mill, smelter, refinery, treating, processing, or reduction facility or in oil or gas wells 
is exempt from the sales and use tax.'1 

7. Section 27, Page 24, line 4. After the word "mining", add: "including oil and gas 
exploration and production," 

Section 27, line 6. Add a new paragraph, to read: "Property exclusively used for 
the exploration for or production of oil or gas and the processing of such gas is exempt 
from the sales and use tax." Many states hav~ such a provision, including: UtahJ Arizona, 
Idaho, Alabama, Illinois, Missouri, West Virginia, Ohio and Michigan. This would make 
Montana competitive with these states for exploration and production investments. 

8. Add a new section (after section 30?) to read: liThe sale of a pollution control 
device or system shall be exempt from sales and use tax. Pollution control device or 
system shall mean any property sold or leased and used or intended for the purpose of 
eliminating, preventing, treating, or reducing the volume or toxicity or potential hazards 
of pollution of air, water, groundwater, noise, solid waste, or hazardous waste." Most 
states now have an exemption for equipment purchased for pollution control, including: 
Utah, Washington, Idaho, Wisconsin, Illinois and Ohio. This provision will help keep 
Montana competitive when investment decisions are made, and encourages pollution 
control activities. 

file name: S8235 
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PROGRESSNE AND EQUffABLE TAX REFORM 

Montana citizens are willing to pay higher taxes to support selected 
programs in education, social services and state institutions, however, 
people express unhappiness with the current mixture of complex and 
inequitable tax measures. We need comprehensive reform. Such reform 
should achieve a balanced fiscal plan based on public consensus regarding 
improved public services and a better system of raising revenue. The 
AARP Montana State Legislative Committee will support a reform plan 
that: 

1. 
2. 
3. 
4. 

Reduces the loss of jobs and people. 
Improves personal income levels. 
Improves funding levels for education. 
Improves basic governmental services; e.g., roads, police 
protection, youth programs, court system, etc. 

The specific tax plan should: 

1. Be composed of elements that function well together including the 
finances of both local and state governments. 

2. Produce revenue in a reliable and stable manner. 
3. Have diversification of revenue sources over broad basis. 
4. Be equitable; shield genuine subsistence income from taxation and 

5. 

6. 

7. 

insure all households with a given income pay approximately the 
same tax . 
Be understandable, accountable, raise revenue efficiently, minimize 
compliance costs for taxpayers and be simple to administer. 
Result in equalization of resources available to local governments 
that they provide adequate level of services. 
Minimize interstate tax competition. 
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Following a decade of nearly stagnant funding of basic public services, 
Montana citizens are confronted with the need to identify additional 
sources of revenue in order to solve the state's fiscal crisis. The tax 
system should be modified not only to provide more revenue, but 
contribute to economic growth and improve tax equity. 

Studies, plans and pOSition papers have been developed to provide 
solutions to correct Montana's structural budget deficit. From the 
alternatives proposed in these sources, the Montana legislature should 
cause to be enacted: 

1. Property tax relief for business firms. 
2. Property tax equity among residential properties. 
3. New sources of revenue from income and/or sales taxes. Sales tax 

should exempt food and prescription drugs. 

It should be expected that an additional one to two percent of Montana 
personal income needs to be taken as tax revenue to achieve a balance 
between needed funding and revenue sources. (One percent of personal 
income for Montana amounts to some $128 million.) 

Mr. Gene Quenemoen, State Legislative Committee Chairman 
606 Frank Road 
Belgrade, MT 58714 
(406) 388-6982 
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~,,1m.JTAi'~A MANUFACTURED HOUSI~~G & RECREATIONAL VEHICLE ASSOCIATION 

February 2, 1993 

Senator Mike Halligan, Chair 
Senate Taxation Committee 
Capitol Station 
Helena, MT 59620 

Dear Senator Halligan, 

On behalf of the Montana Manufactured Housing and RV Association I 
would like to express our general support for statewide tax reform and 
the concepts presented in S8 235. 

While our board of directors is in support of tax reform there are 
provisions in S8 235 that we request be amended. They are: 

1. The association ask that the current provision in S8 235 to impose a 
sales tax on the sales of all used mobile homes be deleted from 
the bill. Our position is that a sales tax on a mobile, or manufactured 
home, should only be collected once and placed on new units, not used. 

2. Secondly, we have concerns with the provisions in S8 235 that places 
the full 4% sales tax on the purchase of a new manufactured home. We 
request, and support the concept of, exempting labor cost from the 
purchase price of a manufactured home and only taxing the actual material 
cost. For example, it is estimated by most manufacturers that 54% of the 
purchase price of a manufactured home is related to the cost of materials, 
and 46% of the cost of a manufactured home is related to labor. 

Our goal is to make sure that S8 235 treats new manufactured homes 
the same as new site-built homes by only taxing the costs relating to 
materials and exempting labor cost. 

We welcome any questions you or the committee may have regarding 
our industry and S8 235. 

Sincerely, 

5t;~ f}/J!r 
Stuart Doggett, Executive Director 



Montana League of Cities and Tovvns 
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~ -J. - r ..?'r1 .'~: SENATE BILL 235 

FEBRUARY 2, 1993 
D.\TL.....::.._.:.-. __ .;;;...~_ 

Bill NO. 5 .tic9- ~-'A:i 
At its annual meeting last fall, the Montana League of Cities and 
Towns adopted a resolution supporting a public vote on the ques­
tion of imposing a four percent sales tax in Montana. Our organ­
ization supports Senate Bill 235, because it is consistent with 
the intent of the membership resolution. 

v~e believe, however, that specific amendments to this bill are 
necessary to make it acceptable to municipal governments and to 
improve its prospects of public approval. 

This bill, as it is written, is a Helena solution to a Montana 
problem. It provides no direct assistance or additional taxing 
authority to city and town governments, and it is apparently 
based on the assumption that the problems of public finance in 
Montana stop at the back door of the Capitol Building. 

Cities and counties have been operating under one of the most 
suffocating tax limitation measures in the country for the past 
six years. They have slashed budgets, eliminated programs and 
laid off employees. Cities have been operating on subsistence 
budgets, and they should not be written out of a bill that is 
intended to stabilize government fiance and reform the tax struc­
ture. Montana cities recommend that a fair share of the revenue 
from a sales and use tax be allocated to municipal and county 
governments through a formula based on population and point of 
collection. This amendment would distribute desperately needed 
revenues to cities and counties and would give voters some assur­
ance that a portion of their sales tax dollars would find a -way 
home. 

Cities are skeptical about tax reduction and reimbursement pro­
gram adopted by the legislature. Programs to compensate local 
jurisdictions for the loss of business inventory, motor vehicle 
and personal property taxes have all fallen apart in recent 
years, and local agencies have either taken the losses or covered 
the difference with higher tax levies. 

The replacement formula in section 114 of this bill appears to be 
more reliable and progressive. Beginning in 1997, it will index 
replacement schedules against sales tax collections and it is a 
possible that economic expansion will increase the amount of 
revenue distributed to cities, counties and local schools. The 
numbers could go in the wrong direction, but cities are willing 
to take a chance that better times are coming in Montana. 

Cities and towns support the general intent of this bill, but we 
encourage this committee to provide direct financial assistance 
to cities and counties, because this is the element that is 
missing in what must be an across the board, top to bottom solu­
tion that will work for all of Montana. 

P.O. Box 1704 • Helena, Montana 59624 • Telephone (406) 442-8768 



Mr. Chairman and members of the Committee: 

For the record I am Donna Small, Chair of the Montana 

Democratic Party. I appear before you today to express the strong 

opposition of Montana Democrats to a general sales tax and to the 

contents of this bill, but to also express our willingness to 

cooperate with Governor Racicot in placing his sales tax on the 

ballot where it can receive an appropriate burial from the people 

of Montana. 

It is important to firmly state at the outset that our Party 

strongly opposes a general sales tax. That has been our historic 

position and remains so today. Nothing in this bill would lead the 

Democratic Party to rethink that historic position. 

The Democratic Party is guided by the belief that adequate 

money should be made available to finance needed government 

services, and that money should come from-tax sources that are 

fair, understandable, and progressive. The bedrock principles of 

fairness and simplicity should be the foundation upon which any tax 

reform proposal is based. A progressive tax structure that taxes on 

ability to pay is fundamental to assuring that Montana's middle and 

lower income families get a fair shake from their government. This 

bill, Governor Racicot's sales tax, does not meet these important 

criteria. 

While the Democratic Party disagrees with Governor Racicot 

Montal'1~ Oe!T!ocr~tic ~entr::t' r,ommittef' • StFl(!mhoat glock. Room 106 • 0 () 80)( Q02 • Helena. MT S962.d • 1.106' .11.12-9520 



over the issue of his sales tax, we are willing to cooperate with 

him in getting his sales tax on the ballot. We expect that the 

Governor and the Republican Party will be equally cooperative in 

working with us in crafting an alternative to the sales tax which 

provides a workable solution to Montana's budget concerns. 

To move Montana forward and get on with the business of 

governing this state, it is imperative that the legislature allow 

our fellow Montanans the opportunity to speak out on the very 

important issue of tax reform. The fundamental debate over what our 

tax system looks like, should ultimately rest with the citizens of 

this state, who will be asked to foot the b,ill. This should take 

place in town halls and other polling places in communities across 

Montana through the democratic process of voting. The Democratic 

Party supports having an alternative tax proposal in place at the 

time of the sales tax vote. 

The Montana Democratic Party encourages you and your fellow 

legislators to take a realistic look at the type and size of 

government we need in Montana. While no one is suggesting that 

savings cannot be found in state government, it is important to 

make sure that we have a tax system that is adequate to cover the 

true cost of serving the citizens of our state in a caring, 

competent, and cost-effective manner. 

Finally, let me say once again that the Montana Democratic 

Party stands firmly in opposition to and will work to defeat what 

many in our Party refer to as the "Tax of The Living Dead." You 

see, we have come to understand that even when people kill and bury 

the sales tax, it seems to dig itself out of the grave about every 



EXHIBIT 1/ 
OATE ;2-J. -q~_~c:,~~ 
I--L _ ~ B~ ~;<~-.;.:",. 

twenty years to once again haunt the taxpayers of Montana. So, the 

people of Montana are faced with zombie-like apparition of a dead 

tax that somehow continues to walk among us. And, once again, we 

must place it back into that grave for another twenty years. It 

will not go back into that grave unless the people put it there, 

and that is what the sales tax election will be all about. 

Thank you for considering our testimony and listening to our 

concerns. We look forward to the cooperative effort to give 

Montanans a real choice among tax packages and the chance to put 

Governor Racicot's sales tax back where it belongs -- in the grave. 
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THE MONTANA POWER COMPANY 
UTILITY DIVISION AND COLSTRIP UNIT NO.4 ONLY 

ESTIMATED IMPACTS OF CRIPPEN SALES TAX PROPOSAL 

ELECTRIC 
RESIDENTIAL 
COMMERCIAL 
INDUSTRIAL 
INTERDEPARTMENTAL 

NATURAL GAS 
RESIDENTIAL 
COMMERCIAL 
INDUSTRIAL 
INTERDEPARTMENTAL 

SALES TAX ON MPC PURCHASES 

$102,652,162.00 
$106,858,485.00 
$121,988,084.00 

$943,906.00 

$52,293,715.00 
$30,732,669.00 
$3,234,193.00 

$164,620.00 

ESTIMATED CASH DISBURSEMENTS (BASED UPON YTD NOV 1992) 
CONSTRUCTION 
EXPENSE WORK ORDERS 
15X OF AMOUNTS CHARGED TO ACCOUNTS PAYABLE 
MATERIALS & SUPPLIES (SOX USED TO EXCL OTHER OWNERS) 
75X OF VOUCHERS CHARGED-TO EXPENSE 

MPC PAYROLL CHARGED TO CONSTRUCTION 

NET SALES TAX 

4X 
4X 
4X 
4X 

4X 
4X 
4X 
4X 

$63,842,328.00 
$51,712,033.00 
$13,748,888.00 
$13,358,893.00 
$12,018,280.00 

$154,680,422.00 
$11,576,509.00 

$166,256,931.00 
4X 

$4,106,086.00 
$4,274,339.00 
$4,879,523.00 

$37,756.00 

$2,091,749.00 
$1,229,307.00 

$129,368.00 
$6,585.00 

------------------
$16,754,713.00 

$6,650,277.00 

$23,404,990.00 
================== 
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COLSTRIP UNIT 4 LEASE PAYMENTS 

Discussion 

EXHIBIT NO. 13 . ~:: 
OA TE... .2= -;J. - f 3 :~ ~. 

5, ~.~ :=>~~..".;i lUlL NO. _________ ..... < 

The Montana Power Company (MPC) owned a 30 percent 
share of Colstrip Unit 4, a 700,000 kW coal-fired electric generating 
plant which was placed in commercial operation in April, 1986. On 
December 30, 1985, prior to the commercial date, MPC sold and leased 
back its 30 percent share of Colstrip Unit 4 through a leveraged lease 
transaction to refinance, its investment in Colstrip Unit 4. The term 
of the lease is 25 years and MPC has the right to renew the lease or 
purchase the facilities at the end of the basic term. The property1s 
operation and use is vested in MPC during the term of the lease. MPC 
is assessed property taxes on this leased share of Colstrip Unit 4 as 
a part of its overall centrally assessed property. 

It is not clear whether the provisions of the bill would 
app 1 y a sales or use tax' on the annual 1 ease rental payments. MPC 
believes that the lease payments should not be subject to the sales or 
use tax for two reasons: (1) Colstrip Unit 4 would have been subject 
to the use tax when it was placed in service in 1986 if the tax had 
been effective at that time; and (2) the sale and leaseback was 
principally a refinancing of Colstrip Unit 4 which corresponds to the 
exemption for proceeds from the sale of stocks, bonds, or securities 
under Section 17 of the proposed bill. 

MPC proposes to amend Sec. 17 of the bill to make it 
clear that lease payments under the leveraged lease transaction 
described above are not subject to the sales or use tax and that 
similar transactions in the future are not subject to double taxation 
through operation of the sales and use tax. 



COLSTRIP UNIT 4 LEASE PAYMENTS 

Recommended Amendment 

NEW SECTION. Section 17. Exemption-- dividends and interest. 
The following are exempt from the sales tax: 

(1) interest on money loaned or deposited; 

(2) dividends or interest from stocks, bonds or securities; 
and 

(3) proceeds from the sale of stock, bonds, or securities; 
and 

(4) commissions or fees, as provided in (section 1 (6) (d) 
derived from the business of buying, selling, or 
promoting any stock, bond, or security; AND 

(5) PROCEEDS FROM THE SALE OF PROPERTY WHICH IS IMMEDIATELY 
LEASED BACK TO THE SELLER, AND THE RECEIPTS FROM THE 
ASSOCIATED LEASE. 



AFFILIATED ENTITY 

Discussion 

In the utility business, ~- is relatively common to structure 
business functions and serlices in affiliated entities. 

It is submitted that there is a strong r~tionale for exempting 
these services from the sales tax, particularly if the ultimate sale 
of the utility service is to be ta;.;:ed. T:,e suppert ser-::'ces obtained 
from affiliates are simply a substitute for inter:1ally-per::ormed 
functions that would involve no taxable event. 



AFFILIATED ENTITY 

EXHISf[ /3 
IOAT~~..:t __ ,:_93 
.yt! Sf?- ..-~l ~= __ a3~ __ . ___ _ 

Section 1. Add a definition of "affiliated entityll. 
'''Affiliated entity' means a corporation that directly or 
indirec~ly through one or more intermediaries controls, is 
controlled by or is under common control with the subject 
corporation; or means a group of partners or corporations 
engaged in a legally-cognizable enterprise for a single pur­
pose, whether or not the partners or corporations are under 
common control. 'Control' means ownership of stock in a corp­
oration which represents at least eighty percent of the total 
voting power of that corporation and has a stated or par value 
equal to at least eighty percent of the total stated or par 
value of the stock of the corporation." 

Following Section 17, add a new section: 

Ne,.; Section. "Exemption--sale or lease of property or 
services between affiliated entities. The sale or lease of 
property or services between affiliated entities is exempt 
from the sales tax and use tax." 



EXEMPTION FOR MINERALS 

Discussion 

Section 21 of the Bill, as written, allows an exemption from the 
sales and use tax for all minerals produced in Montana. This exemption 
can be interpreted to exempt utility natural gas sales. 

It is our understanding that with respect to petroleum, natural 
gas, uranium, oil and coal the intent is that receipts from the sale 
of these minerals are to be exempt only when the sale is for resale 
or for the purpose of energy production. 

Another concern with the Bill as written is that it could result 
in some energy products available for sale to retail users having an 
unfair advantage because their sale would be tax exempt. For example, 
the sale of natural gas by a utility to a cement plant would be taxable, 
but t~e sale of coal to a cement plant would be exempt from tax. We 
are proposing to eliminate this unfairness. To accomplish this intent, 
we propose to amend Sec. 22 of the Bill. 



EXEMPTION FOR MINERALS 

NEW SECTION. Section 21 Exemption - minerals - exception. 
(1) The receipts from the, SALE FOR RESALE or use of a mineral as 
defined in 15-38-103 are exempt from the sales tax, and use tax. 

(2) Mffte~e±~-~e~ffted,-~edtteed,-pe±~~ned,-ett~T-ieee~edT-e~ 

e~ne~w~~e-?~eee~~ed-£e~-~ne-?tt~?e~e-e£-~e~ft~-tt~ed-e~-e~-fft~e~~e~ed 

fft~e-fewe±~YT-e~~T-e~-~ett±?~tt~e-e~-e~-e-deee~e~f¥e-eMbe±±f~nmeft~-e~ 

ede~ftMen~,-ef~he~-in-~nef~-eWft-~~~n~-e~-~n-eeMbfne~~eft-wi~ft-e~fte~ 

p~epe~~YT-e~e-ne~-ine±ttded-~n-~fte-e~eM?~~en-?~e¥fded-~n-~ftf~-~ee~feft~ 

(2) THE RECEIPTS FROM THE SALE OR USE OF COMBUSTIBLE MATERIAL, 
COAL, PETROLEUM, NATURAL GAS, OIL OR UBJu~IUM FOR ENERGY PRODUCTION 
FOR RESALE AND IN-PLANT ENERGY USE ARE EXEMPT FROM THE SALES AND USE 
TM. 
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MINING EXEMPTION 
-- 8 8-a.3.6~._ 

Discussion 

The purpose of this amendment is to clarify, through the 
definitions in Section 1, the references to miner and mining in 
subsequent sections of the bill, such as Sections 27 and 30. 



MINING EXEMPTION 

SECTION 1. Definitions. 

(5) "Manufacturing" means combining or processing 
components or materials, including the MINING OR processing for 
ores in a mill, smelter, refinery, or reduction facility, to 
increase their value for sale in the ordinary course of business. 
The term does not include construction •. 



--

UNCOLLECTIBLES 

Discussion 

This appears to be an area that has not been addressed 
in the bill. However, it seems clear that the seller should be 
permitted to adjust its tax payments for billings it never collects. 



€XHjBrf (':1 
DATE _~3--

., 
i. ._~~-~-

UNCOLLECTIBLES 

Insert following Section 27 

"New Section. Exemption -- Uncollectibles or bad 
debts. Receipts from sales or leases accounted 
for on the accrual basis that become worthless or 
uncollectible may be deducted from gross receipts." 



MONTANA ASSOCIATION OF REALTORS® 
LEGISLATIVE POSITION STATEMENT 

APPROVED SEPTEMBER 17.1992 

seMA,TE TWTION 
E~ttteiT NO. / L/ 
DArt.. J- -;;. "7J "f 

bJ. NO_ .5 ~"l ,=~-::>.;:'"~d 
- _-4 

The Montana Association of REALTORS® represents the nearly 2,500 real estate brokers and 
salospersons who are members of the associallon. The Legisla!i:.'e Committee. the MAR statt and the 
associltion examine the mull~udtl of issues which are of vital concern to the industry and to property 
owners and recommend a position to the MAR Board of Directors. This Position Statement is the official 
posllion of the Montana Association of REALTORS® as approved by the Soard or Directors. 

TAXATION 

The existing tax structure of Ihe State of Montana inhlb~s rather than encourages the economic 

development of the state. Disproportionately high property tax, unitary tax. severance taxes. etc. sarve to 

discourage new businesses from locating in Montana and existing businesses from expanding. The Montana 

Association of REAL TORS® supports a!l equitable, balanced tax structure for the State of Montana and 

a general reduction in spending to balance state spending on services with revenues. 

PROPERTY TAX 

The Montana Association of REAL TORS® supports a reduction in all classes of property tax. Montana is 

at a competltlve disadvantage with surrounding states in attracting new business to the state. Part of this 

disadv3ntage Is directly attributabla to the fact that Montana's persona! and real property tax is sign~icantly 

higher than competing states. R~al Estate taxes should be used primarily to pay for government services 

which serve real estate. 

SALES TAX ON CONSUMABLE GOODS 

MAR favors a sales tax on consumable goods as one means of replaCing revenues lost through property 

tax reform and not as an additional tax. It is time for Montana to shift ~s tax emphasis from taxation of 

production to taxation 01 consumable goods. We support a balanced tax system for the State of Montana. 

MAR '(/ould support exclusions to help combat the "regressivi!y" of a sates lax. 



Montana 
Solid Waste 
Contractors 

36 S. Last Chance Gulch 
Suite A 
Helena, MT 59601 

Phone (406) 443-1160 
Fax (406) 443-4614 

Growing With 
Montana 

@ Recycled Paper 

SEliATE BILL RO. 235 

SElMtt TAKATJON '~~~.~ 
DfflBIT NO. /5 . ~ .' ~~ 

~ - /)-13. ~::~~ ~: 

position: Support conceptually with following amendment: 

Amendment: 

Section 9 Exemption (2) - government 
agencies - exception: page 17 - line 15 

(2) The sale of natural gas, water, 
electricity, telephone communications services, 
refuse collection and disposal, or other 
regulated utility services are not exempt from 
the sales tax and use tax. 

Reason: 

The important components of solid waste management 
include collection and disposal. Collection may be 
accomplished by a municipally-owned or operated 
service or by a private service; likewise, disposal 
may be in a city or county-owned landfill or at a 
privately-owned landfill. In some communities such 
as Helena - refuse may be disposed of at the city­
owned landfill, the county-owned landfill or a 
privately-owned landfill. 

To exempt government-owned landfills and tax 
privately-owned landfills would be inequitable and 
would discourage use of privately-owned facilities. 
The services of privately-owned disposal facilities 
and government-owned facilities should be taxed in 
a like manner. 

We urge your adoption of the above amendment. 

Sue Weingartner, Executive Director 
MORTHA SOLID WASTE CORTRACTORS 

February 2, 1993 
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A STATE SALES TAX, PART OF A BIGGER PICTURE 

The creation of a National Sales Tax awaits the actions 
of Alaska, Delaware, Montana, New Hampshire, and Oregon in 
implementing State Sales Taxes. 

This becomes a reality through the 
the U S Constitution cited below. 

----------
ARTICLE 1, SECTION 10, CLAUSE 2 says .... 

two clauses of 

No state shall, without the consent of the Congress, 
lay any imposts or duties on imports or exp~rts~ ex7ept 
what may be absolutely necessary for execut~n9 ~ts ~n­
spection laws, and the net produce of all dut~es and 
imposts laid by any state on imports or exports, shall 
be for the use of the Treasury of the United States; 
and all such laws shall be subject to the revision and 
control of the Congress. 

ARTICLE 1, SECTION 8, CLAUSE 1 says .... 

The Congress shall have power to lay and collect 
taxes, duties, imposts and excises, to pay the debts 
and provide for the common defense and general wel­
fare of the United States, but all aut~es, ~mposts 
and exc~ses shall be un~form throughout the Un~tea 
States. 

According to the decisions of numerous U S Supreme 
Court decisions, th.e definitions of State Sales Taxes, 
Excise Taxes, Imposts, and Duties all relate to each other. 

It has been determined by the U S Supreme Court that 
ad valorem property taxes are not a impost or a duty. 
See Michelin Tire v Wages (Georgia, 1976) 

, The High Court has made it clear in its decisions relating 
to the first Article above that imports are still considered 
imports after they have been brought into the states. The 
Court has said that U S Congress will decide when immunity 
ends and the imported goods become subject to state taxation, 
and whether the state or the national government has the 
right to the use of the these taxes. (See Mich~lin v Wages.) 1976 

See Brown v Maryland, 1827. 
See Richfield Oil Corp. v The Board of Equalization (Cal) 1946. 
('" . ,,:;.' ,) .,/, ~ .' . ' 
Jet! -t-//7'o/;Jq?/1 ~ ,yZ?,;7~~//7-~}!//~c:~7/1 .</"'< .. r/ ',"~7>/ 

, I I. /!,~/ ,,/ 

Dorothy Stevens 

SENATE TAXATION "":~~ 
E.YHIglr NO._ /~ . '~~~ 9J~/~j: 
nr'iE.. ;2 -,;1- f.3 _,1 
BILL [teL S 13';2 ?3~ •. ~.d 

.... ;.« 

i 

\. I 



I 
.J\UPRElIE COURT OF THE UNITED STATES. 

. ./---------
13ro~o u, SUllo of Maryland. 12 W. JANUARY TEU:r.r, 1827. I 

- I.... ~---. .... 

confines it .. What, thcn, are " imports:" The lexicons inform ·us, 
they are cc things imported.. If ,vc appeal to usage for the Incaning L__ ---

of the word, we shall receive the same answere 'l'hey are the articles I 
themselves which arc brought into the country. "A duty \j 

[-438] on imports," then, is not merely -a duty on the act of ..!tICHFIELD OIL CORP. . ?TATE BOARD I 
importation, but is a duty on the thing importcde It is not, EQUALIZATION. 

taken in its literal sensc, confined to a duty levied while the artiele -
is entering the country, but extends to a duty levied after it has entered APPEAL FRO~[ THE SUPREME COURT OF CALIFORNIA'I 

the country. The succeeding words of the sentcnce which limit tho 
prohibition, show the extent in which it was understood. '1'he limi~ No, 46, Argu~d October 2~ I046.-Dcciued No\'ember 25, 1 

tation is " except what may be absolutely necessary for executing its 
inspection laws,' 

~. -
But, while we admit that soune: 

principles or" e~nstruetion ought to restrain all courts from earryilJe 
the words· of the prohibition beyond the object the cOllstiLution if 
intended .to secure) that t~ere mUl>t be a point of time whell the 
prohibition ceases, and the power of the State to tax commencesJ WE 

cannot admit that this point of time is the instant that the articlm 
enter the country. It is, we thinl;:, obvious, that this const.ructio[ 
would defeat thc prohibition. 

MR. JUSTICE DOUGLAS delivered the opinion Of_ 
Court. -----

- -
5. 'rhe constitutional prohibition on the States to lay a duty on 
imports, a prohibition which a vast majority of them must feel all 

I. • 11 cltl that a tax I; 
upon appellant pursuant t.o the California Ret.ail Sales Tax A 
measured by the gross receipts from the tra.nsaction was an imE. 
upon an export, within the meaning of 4rt, I, § 10, CI. 21 
Federal Constitution,nnd therefore unconstitutional. Pp,71-

interel>t in preserving, may certainly come in eonilict with their _.. 
acknowledged power to tax persons and property within their territory • .;til: hfi l~' '. --. : . . I 
The power, and the restriction on it, though quite distinguishable. ~c e d O~l CorporatIon, whIle domg busmess m C . 
when they do not approach each other, may yet, like the intervening orma, sold 011 extracted from California soil. Its pw 
colors between whitc and black, approach so nearly as to perplex the ~a~er ~ou~ht the oil to transport and use abr'll 
understanding, as colors pcrplex the vision in marking the distillction ~ahforn~a, like many other states, raises a large pror8 
betwcen them.. Yet the distinction cxists, and. must be marked. as ~lon of Its revenue by a generaIly applied tax on sales 
the cascs arisc. Till they do arise, it might be prcmature to state rhe Court holds that application of the California sw 
any ru!~ as being universal ill its applic~tion. It is suIIicicllt for thei~ to this transaction is a "tax on exports" and there.' 
present to say, generally, thai whcn the Importer has so acted uponflolates Article I Section 10 Clause 2 of t1 F d ' 
the thing imported, that it has become incorporated and-mixed up:;ol1stitutione _ ' , Ie e en: 
with the mass of property in the country, it hasdlPfhaps, I: 

-lost its distinctive chUfacter as an import, a:·d hus become r - 442 1, 
~ubjeet to the taxing power of the State 1 

'i, It mi<Tht with the I>~mc reason be said, that 110 
o· , 

Slatc would be so blind to its own intercl>ts as to lay dutIes on 
importation which would either prohibit or dimi~1il>h its trude~ Yet 
the framers of our constitution have thought tillS a power which no 
Stat~ ought to exercisc.. Coneed.in~, to t1.le f~l11 extent. whicl,l is 
required, that evcry Stn:te would, 111 Its legislatIOn on tillS subject, 
provide judiciously for its own interests, it cannot be cO,nccded ~hat 
each would respect the interests of others,. A du~y on Imports IS a 
tax on the article, which is paid by the consumcr. '1'he grcat import, 
ill" State~ would thus levy a tax on thc non-importing Statcs, which 
w~uld not be less a tax because their interest would afford ampl<' 
security against its ever being so heavy as to cxpel c?~mcrce from 
their ports .• This would necessarily produce countervaill1Jg mcasures 
011 the part of those States whose I>ituution was less favorable to 
importation .. For this, among other reasons, thc w,holc power. of 
layill<T duties on imports was, wiLh a I>ingle and t:;hght cxce~)holl, 
takel~ from the Slates. When wc arc inquiring whether a partICular 
act is within this prohibition, the qucstion is not, wheth~r tl.le ,State 
ma y so legislate as to hurt itscl:, ,but whether the nct IS Wltlun the 
words and mischief of the prohibitory clause., -

So All must perceive that a!£x on the sale of an 
v":" .. L, :~" I,,," ,..,,, ill!' nrlide itself..: .'7 ./-d ,e'-

I 
1& .. 

I 
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MEMORANDUM/OPINION 93-01 
Dave Woodgerd, Chief Legal Counsel 
January 14, 1993 
Page 2 

Prior to the 1970's the cases focused on whether the taxed goods 
were still in transit or otherwise separately identifiable as 
imports. However, those cases were expressly overruled by the U.S. 
Supreme Court in Michelin Tire Corp v. Wages, 423 O.S. 276 (1976). 

The most recent decisions of that Court have clearly limited the 
impact of that clause on the ability of the states to levy non­
discriminatory taxes on imports or exports. 

For example, the O.S. Supreme Court in Limbach v. Hooven & Allison 
Co., 466 U.S. 353, 358 (1984), said: 

The Clause [Art. I, Sec. 10, Cl 2], while not 
specifically excepting nondiscriminatory taxes that had 
some impact on imports, was not couched in terms of a 
broad prohibition of every tax, but prohibited States 
only from laying "Imposts or Duties," which historically 
connoted exactions directed only at imports or commercial 
activities as such. 

Since that decision, the O.S. Supreme Court has upheld non­
discriminatory state taxes on imported goods where the tax does not 
interfere with federal regulation of foreign commerce, impede the 
collection of customs duties, or otherwise constitute the type of 
exaction that the framers of the o. S. Consti tution sought to 
prevent. R.J. Reynolds Tobacco Co. v. Durham County, 107 S. Ct. 
499 (1986). Also see Department of Revenue v. Association of 
Washington Stevedoring Cos., 435 0.5. 734 (1978). 

/vh 
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TESTIMONY OF DON JUDGE ON SENATE BILL 235 BEFORE THE SENATE 
TAXATION COMMITTEE, FEBRUARY 2, 1993 

Mr. Chairman, members of the Committee, for the record my name is Don Judge, represent­
ing the Montana State AFL-CIO, and we are here to discuss our opposition to the sales tax, as 
provided for in SB 235. A brief look at our country's history should help us decide if a sales 
tax is the answer to our state's economic malaise. 

Twelve years ago this country elected a new President who promised to solve the budget defi­
cit and revitalize the American economy with a solution he called "trickle down economics. " 
All we had to do, he said, was "unleash industry" by reducing regulations and taxes on busi­
nesses. He promised that those businesses, free of the onerous obligation of helping to pay for 
the country's needs, would invest the money they saved by not paying taxes, to create new 
jobs. Americans would have new job opportunities, and the working men and women of this 
country would make enough money to pay back the tax breaks we gave these industries. It 
was called "burden shifting." 

So, Americans gave "trickle down economics" and "burden shifting" a try. 

And the results were astounding. 

The corporations and businesses indeed invested their tax savings. We were surprised, howev­
er, to discover that they invested it by moving American factories and jobs to Mexico and 
Thiwan and Hong Kong and Bolivia. Some invested it in junk bonds and other get-rich-quick 
schemes. Some of them even invested it in friends who ran our savings and loans institutions. 

And now, America is the largest debtor nation in the world. Our manufacturing base has 
relocated to Third World countries where workers are paid 55 cents an hour. Our national 
debt, which was $79 billion in 1980, now exceeds $4 trillion. 

The jobs for American workers never materialized and federal programs for middle and lower 
income Americans have been cut or eliminated. 

Montana, too, was seduced by the lure of quick riches promised by trickle down economics. 
Accusations of an "anti-business climate" and threats of closures and relocation brought the 
Legislature to its knees. 

Since 1980, Montana has given tax break after tax break to businesses, hoping to keep them, 
or lure them, to Montana. Has it helped? 

Business inventories were removed from the property tax base in 1983. Has it helped? 

The oil severance tax was lowered to 5 % in 1985. Has it helped? 
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The coal industry was allowed to deduct royalties from the state severance tax in 1987 -- and 
then in 1991, the severance tax was cut in half. Has it helped? 

In 1989, oil, gas and coal were exempted from paying the 40-mill equalization levy paid by all 
other taxpayers in the state. Has it helped? 

Then in 1991, the business personal property tax rate was reduced to 9%. Has it helped? 

Did we create economic prosperity? Did we create new, good-paying jobs and new tax reve­
nue? And, who has paid for these cuts? 

The Legislative Fiscal Analyst estimates that in the 1992-93 biennium alone, Montana'S state 
government gave back $141.4 million in revenues through tax breaks handed to corporations 
and businesses. We now face a deficit estimated in excess of $200 million. 

Who should pay to replace those missing dollars? 

Until now, the answer to "who pays for it" has been easy for some: Cut government. Get rid 
of the fat. And so, Legislature after Legislature has cut away at government. 

You cut the fat four years ago. Last session you cut the muscle. This time you have hit bone. 
And finally, some of you are saying that you must stop cutting before you kill government and 
destroy the very programs that serve the people and the businesses of our state. 

You know that it's time to raise some money, but, who should pay for it? 

It was clear during the 1992 campaign that a sales tax would be proposed as a way of replacing 
the hemorrhage of revenue caused by the never-ending tax cuts for business. One such bill is 
before you today. As you analyze this proposal, Montana's working men and women hope 
that you'll look at it carefully, then ask: "Who is going to pay?" 

Business? Not on agricultural products, gambling, amusement games, insurance premiums, 
stocks, bonds, dividends, commissions, some land sales, the sale of oil, gas and mineral inter­
ests, advertising, newspapers, the sale of real property, mobile homes, or out-of-state business 
purchases. 

In fact, there is a substantial reduction for business if the property tax rate for Class 8 busi­
nesses is dropped to 3.86% -- a 65% cut from what those businesses were paying in 1990. It 
will cost the state $130,000,000 in lost taxable value. Who is going to pay? 

Big business? Not on your life. This legislation is so full of exemptions and tax breaks for 
business that they'll spend even more time smiling on the way to the bank. 

The wealthy? Not on their investments or their dividends or elective surgery or gourmet 
foods. In fact, they'll be getting a reduction in their income tax rate of about 46%. Who is 
going to pay? 

The tourists? Sure, for the few months they visit Montana. In fact, the estimate is somewhere 
between 7 and 12 percent of the revenue. That leaves Montana's struggling population to 
carry the rest of the load. 
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The poor? Probably, but what they pay for up front is supposedly going to be rebated to them 
at the end of the tax year. Then, they're supposed to hang onto that rebate in order to help 
them afford to pay the sales tax in the coming year. Nice trick! But when you're poor, hang­
ing onto the cash instead of buying necessary clothing, auto repairs, toiletries, etc. (all of 
which are subject to the sales tax) is just a fantasy. 

If a sales tax is instituted in Montana, the largest single "burden shifting" will have taken place 
and the wage earners -- Montana's working families -- will be paying for the tax breaks given 
to business and the rich. 

Despite all the deductions, exemptions and rebates, this tax will raise millions of new tax 
dollars and SOMEONE will have to pay! All of the bells, whistles and frosting on the cake 
won't make that go away. 

And what the proponents haven't explained to you is how much more money will be leaving 
Montana, if we institute SB 235. You know, like when you get your state income and proper­
ty tax reductions and wind up paying higher federal taxes as a result! After all, those taxes are 
still deductible -- but the sales tax is not. I have yet to see an analysis of the cost to Montana's 
economy through this folly. 

Having said all this, it would be fair to ask the Montana State AFL-CIO a couple of questions, 
like: 

Mr. Judge, don't you agree that Montana's tax system is badly in need of reform? Myan­
swer: You bet! 

Mr. Judge, don't you agree that essential governmental services are badly in need of additional 
revenue? My answer: Absolutely! 

Mr. Judge, can't you do anything more than criticize this obviously well thought-out sales tax 
plan? My answer: Certainly, but so far, our state's defenders of big business refuse to hear 
the answers. 

We will work with the legislature, the governor and anyone else who is interested in tax 
reform which is good for Montana's working men and women. 

We want tax fairness, based upon an ability to pay. We want adequate taxes, enough to 
appropriately fund our essential public services. And we want a tax system that competes, not 
with the bottom line, but with top of the line services to encourage responsible development of 
our state. And, we'd like a system based upon learning from our past mistakes. Unfortunate­
ly, SB 235 looks like old policies revisited and a new tax imposed. 

Rest assured we'll be a player in those discussions. In the meantime, we'll prepare to educate 
and encourage Montana voters to reject this last seduction by "trickle down economics". 
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My name is Tim Dean. I am the owner of Tim Dean Construction, Inc. in Bozeman. I 
am also tl,9 National Rep for the Montana Building Industry Association. 

I am opposed to S8 235, the Governor's sales tax proposal as it NOV} READS. 

As the bill now reads the Building Indus;.iY wiil be taxed 4% on 80% of every new 
home that we build for the public. AS 100,000 home will be taxes approxin 3tely:S 3200.00. 
This cost will then have to be passed onto the owner of a new home. This tex is a ploin and 
simple hard cost that will have to be rlbsorbed by the homeowner not some~!-,ing lik~; curpet 
that the owner has a choice of picking cheaper carpet if they c::mnot afford ;r; origin;:Ji 
choice. 

This gives me some very grave concerns and I am deeply distressed about the 
impact this bill will have on the Building Industry. 

We call it AFFORDABLE HOUSING. Or maybe i shouid cail it iack -:;f affOid<:l~le 
housing. To put it in plain English-----if this bill is passed----- a large percentage of kNv and 
middle income families will not qualify or be able to afford a home. Affordable Housing 
means that a low or moderate family cannot afford to RENT or BUY a decent qU:1lity' 
dwelling without spending more than 33 percent of its income on shelter, so much that it 
cannot afford the other necessities of life. 

The National Association of Homebuilders this year celebrates 50 year. o( m8i\iiig 

Americans the best housed nCltion in the world. Over these 50 years we, the Quildinrl 
industry have con~-tructed over 70 million hom:~s. O\f(~r these 50 years we have f1i;JintJinc~d a 
common goal of building for our communities----comfort, convenience and safeiy. v've 1(;; 

over 50 years have become tl:e envy of the world and consequently made this til,:,; cc::,;t 
housed nation in the world. 



But slowly and surely, we are losing that distinction. The reason is because we have 
been burdened with so many governmental regulations, impact fees, taxes, unnecessary 
codes, etc. that we can no longer control the cost of our homes. The problem is completely 
out of control and has potential of getting much 'Norse. 

And who really suffers the most? That's right----the American family. A recent 
survey in the Bozeman Chronicle stated ·:,ur citizens top wish list----# 1 on the list--­
AFFORDABLE HOUSING. 

Decent, affordable housing has been a common quest. a national goal, sinc~ this 
country began. For most American, home ownership has become accepted almost as an 
inalienable right. 

Home ownership provides security and privacy. conforms best to a lifestyle decision, 
and is essential to raiSing a family and establishing roots in the community and in turn given 
Americans a sense of worth, a strong vested interest in their communities and in our country. 

The Building industry is the second largest industry in the nation but together we 
employ more people than any other industry in the nation. That's right----we provide JOBS 
and that is why housing always leads the nation out of recession. The reason why is 
because we put America back to work. 

But the question looms over our industrj. "Who slammed the door on the American 
Dream.? \Nhat is going wrong or what has gone wrong?? I can answer that questiol1---its 
called governmental regulations. 

Right now as I \ivrite this letter, this state, this nation c:nd the building industry is facing 
one of the most critical periods in history in trying to hold down the cost of new homes. 
Faced with the most critical lumber shortage ever (because of the spotted owl situation). a 
potential for a 4% sales tax, workers' comrensution r~tes th:Jt have excalated way beyond 
our wildest 2uess, the building industlY inwitnbily will be flit se'/erely. End result INnl b\-) the 
loss cf a laroe percent~ge of families that \vill not have the opportunity to roalizc the 
American Dream of horneownership. 

The A.MERICAN DREAM means chOOSing where to live, and for some workers, 
owning a home somed~y. In the past, the way to get ahead in America has been by getting a 
good education, '!Iorking hard and buying a flome or providtng shelter for our ff.1r;'1ily. THE 
AMERICAN EXPERIEf'4CE. Besides providing a family wi(;" a place to liv(') , ovming:J 
home allows them ~o b::i1d equity, gives ~hem a stake in tl18!r community, a piece of the 
action and an investment in Americ;J. 

The fS3Ult is a better way ·A life fGr all ;'.r.1ericans. 



Our fear is tho:lt Americo:l's I~wmakers hewe lost sight of th'! social ~nd economic 
benefits that have accured from 50 years of homebuildin~. Govl.?rnmental spending has 
been the biggest reason we feel America's lawmakers h<'.lw~ lost this vision. 

America, the land of opportunity has become the land of Cl frustraiing and orten 
unrewarding search for the affordable home. Consequently, we take exception to the 
unreasonabie efforts that achieve nothing more than push iile opportunity of home0wnership 
further and further away from those who need it the most. 

It is time to reaffirm tile traditional American values of hard wor!<, the family, the 
opportunity for upward mobility and neighborhood tranquility and the American dream of 
home ownership. 

The major task bE-fore our nation and Montana today is to recognize :md confront that 
choice, to develop a sto:lce consensus for housing and to press for a rene'wed commitment to 
the nationnl goal of providing decent affordable hOLising for all Arnericcms. 

We vigorously oppose another tax on our industry and Oil the citizens of this State. If 
you cannot amend the bill to exempt the Building Industry ~hen "\/e strongiy CPPO::;8 36 235. 

THANK YOU 11! 

~~ 
TIM DEAN 
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Junkermier· Clark 
Campanella· Stevens · P.C. 
Certified Public Accountants 

January 30, 1993 

Honorable Senator Mike Halligan 
Chairman Senate Taxation Committee 
Capitol Station 
Helena MT 59620 

Dear Mike: 

SEnATE TAXATION 
EX;-:~8IT NO._"",~ ......... !~ __ _ 
IJ/H_E. __...,;:2_-_,)._-._'1_3 __ ' :,._' /~ 

a~u. NO. IS ~"cJ ~-"'~:; . , ... 
Ward F. Junkermier, CPA 
George L. Campanella, CPA 
Rick A. Frost, CPA 
Robert E. Nebel, CPA 
Joseph F. Shevlin, CPA 
Ronald A. Taylor, CPA 

FAX 444-4105 

Kent A. Borglum, CPA 
Terry L. Alborn, CPA 
William J. Eidel, CPA 
Walter J. Kero, CPA 
Jerry L. Lehman, CPA 

The following are comments which I have put together in response to reviewing Senate Bill #235 
introduced by Senator Bruce Crippen at the request of the Governor. 

The following comments are organized on the basis of the applicable new or modified sections 
from the Montana Code Annotated. At the end of the letter I will have general commentary in 
regards to this tax reform bill as a whole. 

• New Section 6(2)(b)(ix) 
This definition of an activity may not be legal in light of the most recently decided case of Quill 
v North Dakota. In this US Supreme court case North Dakota was attempting to impose sales 
tax on mail order sales. If a mail order catalog business does not have property or payroll in 
this state and conducts its sales through the use of interstate commerce the United States 
Supreme Court has felt that the state taxing this type of ,transaction is not legal under the 
interstate commerce clauses. 

• New Section 6(7)(a & b) 
These sections will be affected by the same comment as above. 

• New Section 6(8) 
Evidently the drafters of this bill have built in an escape clause wherein if any application of 
Section 6 is held invalid, then the application to other situations or persons is not affected. I 
don't know if this is a good disclaimer clause or if it accomplishes the intended purpose. If 
anything is done, this section should be re-worded. 

145 West Front • Suite 3 • P.O. Box 8929 • Missoula, Montana 59807-8929 • (406) 549-4148 • FAX 549-3003 
Offices in: Great Falls. MT 59401 • 600 Central Plaza. Suite 208 • P.O. Box 989 • 406-i61-2820 

Helena. MT 59624 • Montana Club Building. P.O. Box 1164 • 406-442-6901 
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• New Section 7 
In this section discussions are had concerning non-taxable transaction certificate requirements, 
forms, etc .. I believe a more definitive description of this would be "resale certificate". I'm 
not sure of the concept here other than it is my understanding that non-taxable transactions are 
primarily intended to apply to purchasers of goods and services in a wholesale or resale context. 
I am not aware of any other intended non-taxable transaction. 

• New Section 10 
This exemption for food products, like all exemptions, is an indication of favoritism to one class 
of products. It would be preferable to generate a grocery credit to be earned and utilized on an 
individual's income tax return similar to the Idaho system. In that case, this whole section could 
be deleted. 

• New Section 11 
Same comment as for New Section 10. 

• New Section 12 
Same comment as for New Section 10. 

• New Section 14(I)(a) 
Sales of a product from a grower or producer is consistent with the concept of a resale or 
wholesale situation. However, at subparagraph 1(b) a person engaged in the business of buying 
and selling wool or mohair or buying and selling livestock on a person's own account is not 
consistent with that of a resale or producer. If a sale is to an end consumer or user, the 
transaction should be taxable for sales tax purposes. 

• New Section 14(2) 
This subparagraph deals with the concept with providing a service in the form of feeding, 
pasturing, penning, and handling or training of livestock prior to a sale. Why is this service 
provision exempt? 

• New Section 23 
This exemption and other exemptions to be commented on later are a perfect example of NIMBY 
(not in my back yard) taxation. At subparagraph 1 the sale or use of newspapers, magazines 
and books is exempt from the sales or use tax, the same can be said for New Section 23(2). 

• New Section 24 Exemption Daycare Services 
This exemption is also an example of don't tax me, but tax somebody else. 
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• New Section 25(2) 

EXH1Bfl__ ..J.,.O<I!.,..\~ __ 

DATE r$ -J- =93 

.f l- ~.£-0l3~-

If the sale or use of an agricultural service is for some purpose other than in the production of 
a product or in a manufacturing sense, then this type of service should not be exempt. For 
example, management consulting fees paid by a farmer or rancher. 

• New Section 27 Exemption 
If the sale of certain services or products concerning mining or manufacturing are involved, 
concerned and if the sale is to an ultimate consumer or user, then the sale should be taxable and 
not exempt. An example of this would the sale of sapphires either raw, cut, or finished to an 
ultimate consumer or user. 

• New Section 34 
Certain discussions in this section address the concerns listed above concerning the Quill 
decision by the United State Supreme Court. 

• New Section 39(2) 
A sellers permit is valid until revoked or suspended but is not assignable. An exception should 
be made where a corporation or business is purchased by another corporation or business. 
However, this assignment should be subject to departmental approval. 

• New Section 44(2) 
This subsection mayor may not be legal in terms of the context of interstate commerce. 
Therefore, any need for furnishing adequate security for these types of retailers may not be 
legal. 

• New Section 46(1) 
The Department of Revenue is going to have a significant amount of difficulty in administering 
a sales tax on the cash basis. In the State of Washington, the sales tax is based upon the accrual 
basis and point of sale. There are no exceptions to this. This section should be rewritten so that 
it defaults; that a person who has a sellers permit may apply to report on a cash basis. In 
addition, this section does not make any provisions (for those retailers or sellers on an accrual 
basis) for a credit for the tax submitted to the department which later becomes a bad debt. 

• New Section 47(2) 
This sub section is good in that it allows reporting to be done either on a monthly or quarterly 
basis. 
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• New Section 48 Vendor Allowance 
It is my understanding, that neither the State of Idaho or Washington give a retailer or seller a 
remuneration for collecting and dispersing sales taxes. In fact, in the State of Washington, they 
have a business and occupation tax which is an overhead cost to the businesses. Although I do 
not advocate such a system, the idea of a vendor allowance is questionable in that the I1h 
percent of the tax. determined to be payable or $50 which ever is less is probably a token 
reimbursement for the cost of administering, collecting, and remitting the taxes. 

• New Section 51 Penalties and Interest 
The comments with regards to this section are that a certain number of businesses will collect 
sales taxes in the ordinary course of business, but because of financial difficulties will fail to pay 
the tax over to the state. This will become a collection problem for the Department of Revenue 
and will require a number of state employees to administer the collection and enforcement 
provisions. A security deposit system will help, but there are "businesses out there already" 
who are borrowing on federal and state payroll taxes. A sales tax system will become one more 
area for businesses to borrow money. 

• New Section 56 
This section gives the Montana Department of Revenue broad powers for administering and 
enforcing the sales tax. provisions enumerated between Sections 1-61. A significant amount of 
new state employees will be needed to administer and enforce these provisions. Question is, 
how many employees will be needed and secondly, where are they going to be housed? A new 
building will probably have to erected to house all these new bureaucrats. 

• New Section 57 
This is a good section in that it would allow for the Secretary of State to revoke charters for 
those corporations not paying these taxes and obtaining clearance certificates. This same concept 
should be also applied to all of those entities registering with the Secretary of State for purposes 
of preserving a business name, partnership names, etc.. Also, under New Section 57(4) a 
discussion of a final decision of the department being appealed to the state tax appeals board 
points to another problem, the state tax appeals board. This board may be familiar with 
property tax appeals, but they are very limited in their knowledge of income taxes. To even 
think they would have expertise in regards to sales taxes is very remote. To follow up prior 
comments with regards to the fewer exemptions, the better; the more exemptions that a sales tax 
has built into it, the more problems which will be caused in appeals. This could be either 
through the state tax. appeals board or into the court system. I don't know if any thought has 
been given to this, or to the cost. 
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• New Section 59(3a) 
I have some concerns as to the personal liability of corporate officers, directors, and 
shareholders with regards to the payment of taxes for their corporations. The only time that this 
should be allowed to happen, is if there is willful intent, failure and neglect on the part of those 
officers, directors, and shareholders. How can a shareholder in Montana Power personally 
guarantee a sales tax collected by Montana Power be remitted to The State of Montana. I 
believe this is a little naive. In regards to New Section 59(1), this could be interpreted to 
include bookkeepers, CPA's, accountants, you name it; who ever signs a tax return, for personal 
liability for these taxes. This is not proper or correct. 

; 

• New Section 64, 65, 66, 67, 68, 69 & 70 
My comments in regards to this series of sections is that they are not really needed if property 
tax relief is given to owners of real property. This happens because if the owners operating 
costs are reduced this property tax relief is pasted on to the renters in the form of reduced rents. 
I know this is subject to the market place, but in a competitive environment, this in fact would 
be the case. It may make sense from a selling point of view of this so called tax reform system, 
to have credits coming back to various targeted taxpayers. The concept of rebates (whether in 
business or governments) indicates government has charged too much tax to begin with, or 
business too high a price, depending upon the nature of the situation. 

• New Section 72 thru New Section 78 
Have the same comments here with regards to the home owners tax credit, as for the renters 
property tax credit. 

• New Section 81, 82, 83, 84 
My comments with regards to these sections are the same as stated above for renters and home 
owners credits. However I would also like to add that the defInitions of gross household income 
are good in that they also defIne household income to include pretty much all cash receipts from 
all types of sources, whether taxable for income tax purposes or not. Also, why should there 
be a credit given those households with gross household income less than $13,000 when 
groceries and daycare services and so on are already exempt? 

• Section 88 
Montana Code Section 33-7-410, New(subsection 2), specific intent should be included to give 
guidance as to what an ongoing business operation of a charitable or benevolent institution is. 
Either specifIcs ought to be defmed or the defInition of ongoing business operations should be 
defIned somewhere, somehow. 
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• Sections 89 tbm 113 
Raise percentages of debt limits by municipalities and other taxing jurisdictions. Why is it 
necessary to allow an increased leverage for these entities as a part of this tax bill. This is not 
a very conservative approach unless there is some sort of offset that I am not aware of in this 
bill. Seems to me these percentages of debt limits have been put in place at the stated level for 
a reason, so any increase in the debt levels is a increase in the leverage by the taxing 
jurisdiction. 

• Section 115 
There are changes made in this section as it relates to Montana Code Annotated Section 15-6-
133, with regards to the levy of property taxes on agricultural land, and unproductive patented 
mining claims. At (2) of this section there is a change in class 3 property to be taxed at 30% 
of its productive capacity. This is a confusing concept: what is productive capacity? What this 
means is that this class of property is not taxed on value, but rather based on what this property 
can earn. As part of tax reform, this class of property and all classes of property should be 
revamped so that you have only two classes of property, real and personal. In addition, as a 
part of this tax reform, there ought to be limits as to the amount of tax on a piece of property 
whether it be real or personal, such as the following: 

First, property taxes on real property should not exceed 1.5 % of market value. Second, 
personal property, the property tax to be levied in a given year on a given piece of personal 
property would be, for example 21h or 31h % of market value. While talking about property 
taxes, the question arises, does the sales tax address the sales of intangible assets, such as 
copyrights, trademarks, computer software, and etc? If not, there should be a section discussing 
such an issue. 

• Sections 123 thru 136 
I have no comments with regards to these sections. 

• Section 140 
This section amends and changes the definition of adjusted gross income as indicated at MeA 
15-30-111. It deletes from the definition of Montana adjusted gross income, federal income tax 
refunds. This is not a problem within the scope of the proposed changes overall. However, a 
problem arises from the concept of existing Montana taxpayers who have net operating losses 
as defined under current Montana law, that to carryover into future years, when this code section 
comes into play? Section 140 causes changes to Montana MCA 15-30-111(2)(a). There is no 
change from interest from obligations of the US government and Montana municipalities. 
However, the paragraph at (b) in this subsection I have a real concern with continuing to give 
an $800 or $1,600 exclusion for interest income for taxpayers age 65 and older in light of the 
increased exemption amount and standard deduction. 
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At subparagraph 2c the allowance of the first $15,000 of pension and annuity income is a very 
generous concept given our current fiscal state of affairs . 

• Section 141 
The bill proposes changes to Montana code annotated Section 15-30-112 which increases the 
exemption amount from $800 to $3,500 for the taxpayer, the spouse, the taxpayer and spouse 
attaining the age of 65 for being blind for both taxpayer and spouse and for each dependent. 
This increased exemption amount is giving away the farm. It should be changed to have the 
exemption amount follow the same amount as the federal. For those taxpayers who attain the 
age of 65 or are blind the standard deduction should be increased. Why can't this bill be 
changed to follow the federa1law? 

• Section 142 
This section modifies the existing MCA 15-30-122 with regard to standard deductions and 
eliminates the itemizing of deductions as is currently allowed. This situation is grossly unfair 
in the following situations: 

A. Taxpayers with significant medical bills 
B. Taxpayers with casualty losses or theft losses 
C. Most importantly, taxpayers who have significant amounts of investment interest 

expense and at the same time having significant amounts of investment interest 
income. This can happen very easily with a farmer or rancher, selling the farm 
or ranch on a wrap around contract, who continues to pay interest expense on an 
underlying debt while receiving interest income on the wrap contract. This 
interest expense would become non-deductible. This concept will adversely affect 
people who are investing in significant amounts of portfolio assets and borrow 
money against those assets. 

GENERAL COMMENTARY 

1. This bill does fit the description of tax reform. This bill institutes a sales tax, provides 
some property tax relief and significantly alters our current income tax structure. 
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2. I haven't seen any proposed fiscal impacts from this bill. However, the concept of tax 
reform is nothing more than the shifting of tax burdens between taxpayers. 

A. The winners: 
Farmers and ranchers, low income people, people age 65 and 
over and to some extent wealthy taxpayers. 

B. The losers: 
The middle class taxpayers who own a home and have taxable income 
between $20,000 and $100,000. 

3. After reading this bill twice and assembling the comments above, it appears obvious that 
many of the provisions of the sales tax and income tax structure were devised to sell this 
bill politically. Concepts of fairness, responsibility and paying for benefits received from 
state government are not recognized. 

4. Property tax relief from the imposition of a sales tax should be guaranteed. This 
guarantee should take two forms: 

1. That governmental entities, both state and local, should not be allowed to devise 
certain rules to circumvent mandates imposed through the will of the people and 
legislature. We have just witnessed this with 1-105. 

2. The property taxes for both personal and real property should have a locked in 
ceiling. As mentioned above, a ceiling defined in law or statue would be as 
follows: . 

A. Real property 1.5 % of market or taxable value 
B. Personal property 2.5 % of market or taxable value 
C. A copy of the owner's depreciation schedule used for income tax purposes 

must accompany the annual reporting form on personal property. 

5. Most people, including low income taxpayers, should be paying some taxes. This bill 
takes a significant number of people away from paying taxes and being responsible for 
government. We will be creating a class of voters who do not pay any kind of tax. I 
believe, if a person is going to vote then they should be paying towards the support of 
government. The old saying was "no taxation without representation" the new saying 
should be "no representation without taxation". 
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6. Somewhere in this bill it talks about the Governor being the chief budget officer for the 
state. The other side of the equation to balancing budgets is not given much attention 
in this bill. Perhaps that is proper. However some discussion should be had with 
regards to the spending side of the equation. Not only does the government need so 
called tax reform, it also needs spending reform. 

7. The current budgetary system has no incentives for spending less money; in fact it breeds 
wastefulness and spends money. like drunken sailors. This is because budgetary 
departments are encouraged to spend all that is appropriated to them. An incentive 
system should be put in place to reward frugality and practical use of resources. An 
example of this could be: for each budgetary department 25 % of any dollar savings under 
appropriated amounts could be put into a pool available for sharing between the 
employees as a bonus. Another possible incentive would be to guarantee budget levels 
for following time periods if 10 or 20% of a current budget is not spent. 

If there any questions or comments please feel free to contact me at your convenience. 

Best Regards, 

nJ.NKERNITER, CLARK, CAMPANELLA, STEVENS, PC 
Certified Public Accountants 

t~ 
Shareholder 

WJKlsf 

pc: Legislation Committee of the Montana Society of CPA's 
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To: Senate Taxation Committee 
Mike Halligan. Chair 

From: Concetta Eckel 
Owner. Pan Handler 

Ae: Senate Bill #235 

40 South Last Chance Gulch 
Helena. Montana 59601 

Ph: 406·443·1916 
Fax: 406·442·2239 

February 1. 1993 

I support comprehensive tax reform for the State of Montana which would Include a 
sales tax. Senate Bill #235 Is a good start, but there are some things which concern 
me. 

Foremost. I do not believe that the voters will pass a sales tax. Therefore, a package 
must be put together and passed by both house of the Legislature which will properly 
address revenue Issues. Those elected have more Information than the average citizen 
so must have the courage to take responsibility for what must be done. At the very 
worst. there must be alternatives In place should the voters turn down a sales tax. 

Another concern of mine Is the bonding that would be required of a business which 
collects the sales tax. Right now we are not required to be bonded to withhold and 
transfer Income tax from our employees. Counterpart businesses in other states such 
as Colorado require no bonding. ThIs Is a burden to small business and unnessary. 

Also, there is no cap on the mill levy. Without a cap, we may be back where we started 
before we Implimented a sales tax. 

Finally, the fee to collect the tax would not oover the time Involved to collect It, espe­
cially If a cap of $50.00 per month or $600.00 per year Is In place. 

Thank you for your oonsideratlon of these Issues which affect small business In 
Montana. Please keep us In your thoughts when you ask us to be direct partners In 
colliecting revenue for our state. Keep It simple and keep it fair. 

Sincerely, 

0)7t~1~~_ 
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Testimony on Senate Bill #235 

Mr. Chairman, for the record, I am Don Peoples of Butte. I 

am currently the President and CEO of Montana Technology 

Companies, operating out of Butte. Previous to my present 

position, I spent nearly 30 years as a local government official. 

From 1979 to 1989 I served as Butte-silver Bow's elected Chief 

Executive. During my tenure as Butte-Silver Bow's CEO, I also 

served as President of the Montana League of cities and Towns, 

and I was one of the original founders of the Montana Urban 

Coalition. I also served on the Commission on Education for the 

90's and Beyond. 

My presence here today is to request your careful 

consideration of Senate Bill #235. I commend Governor Racicot 

and Senator Crippen for their courage in bringing this Bill to 

you. 

I recognize my observations here today will raise questions 

in many minds as to "why" I have chosen to speak publicly in 

support of the controversial sales tax issue. Frankly, I 

concluded long ago that there is no other acceptable alternative 

than to consider a general sales tax as a part of a total tax 

reform package. 
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Montana's tax system is seriously faulted in many ways. 

Fairness, competitiveness and adequacy of providing revenue are 

important factors to consider in evaluating a tax system. 

We can argue long and hard about these issues as Montanans 

have done for so long now, but the fact is Montana's current tax 

system fails the test of fairness, competitiveness and adequacy 

in raising revenues. The most serious factor is that Montana is 

inadequate in terms of raising the necessary revenue for the 

state to provide basic and essential services; services that we 

all expect and demand. 

A glance at any front page of Montana's newspapers point 

this out to us almost daily. Last week for example, I scanned 

the front page of several major newspapers and read the 

following: 

• $32 Mill in cut in Correction Budget Needed; 

• SRS Eyes $21 Mill Cuts; Counties Fear Return of Welfare 

Programs; 

• University System Looks at $25 Mill in Cuts. 

I submit that Montana needs comprehensive tax reform, and as 

a part of that tax reform we need to consider a general sales tax 

provision. We simply can not continue to keep increasing the 

burden on existing revenue sources as that will only exacerbate 

our already weak position of competitiveness. 
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Obviously, there are provisions of Senate Bill #235 that are 

objectionable, and need to be changed. This being the case, 

the Bill should be amended during the legislative process to make 

it as strong as possible so voters can make a sound decision in 

June of 1993. 

I am not so naive to believe that our current budget 

problems can be solved without significant cuts in many state 

functions. I am of the opinion that state programs should not be 

allowed to grow faster than our ability to finance them, and I 

would urge you to consider this as you consider any tax proposal. 

Mr. Chairman, and members of the Taxation Committee, I urge 

you to take bold action and give careful consideration to Senate 

Bill #235 and utilize it as a cornerstone of tax reform in 

Montana. Our current fiscal problems require that action, and 

our future as a state depends on it. 
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February 2, 1992 

Senate Taxation Committee Members 
Helena, Montana 

Dear Senators: 

8lU NO. S 6 ,. 3~ 

On behalf of the Montana Funeral Directors Association, I respectfully 
request that an amendment to Senate Bill 235 be considered by your 
committee. 

While we understand that many types of groups are requesting exemption 
from the sales tax, we believe that that exemption of funeral services fits 
into the spirit of the bill as it concerns health care providers., 

Funeral services are as necessary---and inevitable---as health care services. 
In fact, at some point, everyone must have some form of final disposition. We 
believe that because of this very necessity, items related to final disposition 
(cemetery plots, caskets, urns, vaults, etc.) and services provided by funeral 
service personnel (such as embalming and cremation) be exempted from 
the sales tax. 

Attached is a copy of our proposed amendment, and I thank you for your 
consideration. 

Sincerely, 

~- ; ,/1 -;J' Q~./C~~y 
Bonnie L. Tippy 0 

1215 11th Avenue 406/449-7244 P,O, Box 6276, Helena, MT 59604 



PROPOSED AMENDMENT 
SENATE BILL 235 

Submitted by: 
The Montana Funeral Directors Association 

February 2, 1993 

NEW SECTION. Section . Exemption--Funeral Services. The sale of 
funeral services by burial or cremation, and the sale of real or personal 
property used in a funeral service, are exempt from the sales tax. 
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February 3, 1993 

Chairman, senate Taxation Committee 
Capitol station 
Helena, MT 59620 

RE: SB 235 

Dear Chairman Halligan: 

SENATE TAXATION 
EXHIBIT NO,Jt.J~5::.-__ -
DATE.. j. - J. - f 3 
BIll No.;2 t? J. 3 p" 

FAX NO. (406) 443·7427 
, MEMBER OF WASHINGTON BAR 

On behalf of the Montana Society of Certified Public Accountants, 
there are certain observations we'd like to make known to your 
committee, but regrettably the time constraints for the hearing on the 
above bill did not allow that to happen. 

The Society is certainly sympathetic to the financial crisis Montana 
finds itself facing, and accordingly, is receptive to the need for 
this bill. Nevertheless, and even though, coming from a supportive 
position, these areas are of concern: 

1. The retirement income exemption seems unreasonably high. 
It appears this would result in retirees filing jointly not paying any 
income tax on retirement income until the amount reached $54,000. 
Current law requires taxes to be paid on retirement income in excess 
of $16,800. The proposed law results in a tax threshold increase of 
321%. If a greater threshold for retirees was desired, it would 
appear increased exemptions would be a better method. 

2. It appears business interest earned would be taxed (income), 
but that business interest paid would not be deductible. We have 
concern particularly in the case of a wrap-around contract, such as 
the purchase of a large ranch or business, with sUbstantial financing 
at a financial institution. Things don't always go as planned for 
such an investment, and the buyer may well find himself selling that 
investment in a short time. In such a case, he is paying a lot of 
interest for the purchase, and he is receiving a lot of interest on 
the sale. Yet, in substance, his financial circumstances may well be 
a wash. In such a case, it would seem only fair that the interest 
expended should be an offset against the interest earned, rather than 
creating a situation where that individual must pay income tax on this 
substantial amount of interest income and doesn't get an offset for 
the sUbstantial amount of interest paid. 
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3. Although we don't profess to be expert sales tax bill 
drafters, but it at least seems there are too many items exempted out 
of the bill. 

4. The payroll tax liability provisions seem too heavy handed. 
Liability for the person actually submitting is one thing--but 
director or shareholder liability or bonds, or the like, are neither 
fair nor practical. 

5. The refundable credits resulting in no income tax for a 
substantial number of people, combined with the elimination of most 
retired people (see No. 1 above) is contrary to our overall philosophy 
that everyone should be taxed and everyone should support government. 
We're concerned as you leave that philosophy, you build into the 
citizenry a large segment of people who do not recognize that 
government costs money, and who therefore can continuously demand more 
and more services irresponsive to cost. 

There is a concern that as you expand these groups who are basically 
exempt from taxation (including the poor, the retired, the young, 
etc.), that you are building in the mechanism for runaway government 
and costs. This is not to say that the Society is not sympathetic 
with the plight of the poor, the retired, or any other group. 
However, the feeling is that government is the responsibility of all 
the people, and all the people should recognize that it is a costly 
commodity. Only if all the people pay something for government 
services, will that recognition reflect in their actions and demands. 

We hope to be able to participate in your work sessions on this bill, 
and perhaps we'll have a further opportunity to discuss these 
observations. 

Very truly yours, 

1~tI~ 
JAMES T. HARRISON, JR. 

cl 

cc: All Senate Taxation Committee Members 
Honorable Bruce Crippen 
Mr. Mick Robinson, Director 

. Department of Revenue 
Mr. Jeff Morrison 

Department of Revenue 
Mr. Mike Lavin, Chief of Staff 

Governor's Office 
Mr. John Mercer, Speaker of the House 
Mr. Bob Gilbert 

Chairman, House Taxation Committee 
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February 2, 1993 

Chair, Senate Taxation Committee 
Capitol Station 
Helena, MT 59620 

Re: SB 235 

Dear Senator Halligan: 

H. J. LUXAN 119IB-19S4} 

WALTER S. MURF"ITT 

MICHAEL.J. MULRONEY 

GARY L. DAVIS 

DALE E. REAGOR 

PATRICK E. MELBY 

MICHAEL J. RIELEY 

MICHAEL S. BECKER 

TOM K. HOPGOOD 

GREGORY A. VAN HORSSEN 

I am writing on behalf of the Montana Association of 
Realtors (MAR) in connection with SB 235, Senator Crippen's 
Sales Tax Bill. The Association is composed of approxi­
mately twenty-five hundred real estate professionals and as 
you know, is vitally interested in the State's tax struc­
ture. 

The position of the Association is set forth in its 
Legislative Position Statement, approved September 17, 1992, 
by the Association's Board of Directors, a copy of which is 
enclosed. In pertinent part, the Position Statement pro­
vides: 

The existing tax structure of the State of 
Montana inhibits rather than encourages the 
economic development of the state. Disproportion­
ately high property tax, unitary tax, severance 
taxes, etc. serve to discourage new businesses 
from locating in Montana and existing businesses 
from expanding. The Montana Association of 
Realtors supports an equitable, balanced tax 
structure for the State of Montana and a general 
reduction in spending to balance state spending on 
services with revenues. 

MAR favors a sales tax on consumable goods as 
one means of replacing revenues lost through prop­
erty tax reform and not as an additional tax. It 
is time for Montana to shift its tax emphasis from 
taxation of production to taxation of consumable 
goods. We support a balanced tax system for the 
State of Montana. MAR would support exclusions to 
help combat the "regressivity" of a sales tax. 

A sales tax on services is another tax on 
production rather than consumption and results in 
pyramiding or multiple taxation and adversely 
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vehemently opposed the tax that it was repealed six months 
after it was enacted. 

In 1990, Massachusetts enacted a 5% tax on professional 
services that was repealed two days after it went into 
effect in March 1991. The tax faced vigorous opposition 
from service providers and professional organizations. 

Please note that I am providing members of the com­
mittee with copies of this letter. I hope that you and any 
other committee member who might have any questions about 
this situation would feel free to contact me either in 
person, by telephone, or mail. 

TKH/gv 
Enc. 
cc: Sen. Bruce Crippen 

Sincerely, 

TOM K. HOPGOOD 
, 

, ~/- -I( (1/'t' - i , " --./ .. " . I v:' ' 'c-ct I 
( ,'L , '_. c,/ L-. /Ct) 

for LUXAN & MURFITT . ,! 

Members, Senate Taxation Committee 
Ms. Sharon Cleary 
Mr. Steve Mandeville 



MONTANA ASSOCIATION OF REALTORS® 
LEGISLATIVE POSITION STATEMENT 

APPROVED SEPTEMBER 17,1992 

The Montana Association of REAL TOAS$ represents the nearly 2,500 real estate brokers and 
salespersons whO are members of the association. The Legislative Committee, the MAR statt and the 
associltion examine the multHude of issues which are of vital concern to the industry and to property 
owners and recommend a pos~lon to the MAR Board of Directors. This Position Statement is the official 
position of the Montana Association of R£AL TOR~ as approved by the Board of Directors. 

TAXATION 

The existing ta~ structure of lhe State of Montana inhlbHs rather than encourages the economic 

development of the state. Disproportionately high property tax, unitary lax, severance taxes, etc. selVe to 

dlscou(age new businesses from locating in Montana and existing businesse~ from expandlng.The Montana 

Association of REAL rORS<!> supports a[l equitable, balanced tax structure for the State of Montana and 

a general reduction in spending to balance state spending on services with revenues. 

PROPERTY TAX 

The Montana AssociatIon of AEAL TORS$ supports a reduction in an classes of property tax. Montana is 

at a competltlve disadvantage wIth surrounding states in attracting new business to the state. Part of this 

disadv3ntage Is directly attributable to the fact that Montana's personal and real property tax is significantly 

higher than competing states. Rt)al Estate taxes should be used primarily to pay for government services 

which serve real estate. 

SALES TAX ON CONSUMABLE GOODS 

MAR favors a sales tax on consumable goods as one means of replacing revenues lost through property 

tax reform and not as an add~ional tax. It is time for Montana to shift Hs tax emphasis from taxation of 

production to taxation of consumable goods, We support a balanced tax system for the State of Monlana. 

MAR would support exclusions 10 help combat the Wregressivily" of a sales tax. 



REAL TV TRANSF(A TAX 

'£XH'Blr~~k -"---~ 
CATE _. d -4 +--133_, 

\~. ~.~ ~ . .B ~a.35------
Tho Montana AssocIation of REAL TOR~ strongly opposes the impos~lon of a Realty Transfer Tax. This 

tax puts a major burdon on the buyors and senors at the timo 01 settlement and placos an unreasonable 

burden on real property ownership and economic development. First·time homebu~'ers are especially 

Impacted since the tax would increase the amount Of cash needed at closing, the most dlfflcuH hurdle for 

the first·time buyer. Imposition of a transler tax would adversely aHeC1 housing aHordability lor all 

Montanans. Whether the revenue Is directed to the state's general fund or is earmarked for specific 

programs. Real property already bears a disproportionately higher share of the tax burden. It should not 

be asked to shoulder even more since the abil~y to purchase real property contributes directly to the 

economy of the state. 

SALES TAX ON SERVICES 

A sales tax on services is another tax on production rather than consumption and results in pyramidi~ or 

multiple taxation and adversely affects thOse on fixed and low incomes. It is, In reality, an Income lax which 

Montana already has in place. A tax on services increases the administration and compliance costs for 

taxpayers and the State of Montana. The effect of a tax on services is especially devastating to economic 

development. It discourages the small support businesses vital to attracting industry to the state and 

Increases the cost of rental housing, single· family housing as well as plant construction for new and 

expanding industries. MAR strongly opposes a sales ta:,: on services. 

LOCAL OPTION TAXES 

MAR supports local option taxing authority on the condition that these taxes are approved by the voters, 

have definite sunset provisions, and are designated for a specific purpose. 
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