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SUBJECT: Department responses to questions asked during Tuesday, January 9,
2007 House Taxation Presentation on the Miscellaneous Taxes

During the House Tax Committee informational session on January 9, 2007 House
Taxation Committee members requested additional information on various issues
relating to the Miscellaneous Taxes administered by the Department of Revenue. Below
are the Department’s responses to these questions. -

Question 1: Has cigarette consumption decreased with increased rates? Follow-up
question: Are there higher smoking rates on the Indian reservations that do not pay
cigarette taxes? Is this increased consumption due to the lower prices or other factors?

Answer 1: The 2005 Tax Burden on Tobacco Report, produced by Orzecowski and
Walker, reports that the total packs of Tax-Paid Cigarette Sales in Montana dropped
from 71.8 million packs in 2000 to 58.8 million packs in 2005. There has also been a
decrease in the consumption per capita from 75.5 packs in 2000 to 63.5 packs in 2005.
Please see the attached summary of State Tax-Paid Cigarette Sales and Tax-Paid Per
Capita Sales in Number of Packs for the period 2000 through 2005.

The Department does not have data on the per capita consumption of cigarette on
Indian Reservations that do not pay cigarette taxes. Currently, Montana has two
method of distributing cigarettes on the seven Indian Reservations in Montana. These
two methods are:

1. quota system _

a. The reservation receives a set number of untaxed exempt cigarettes per
month for resale based on a state-tribal agreement entered into between
the Department and the Tribe, and ‘

b. Quota is defined in statute at 15-11-151, MCA and means 150% of the
national average individual consumption of cigarettes multiplied by the
enrolled tribal member population of an Indian reservation on which the
cigarette sales are made or any other formula or amount agreed to in a
state-tribal cooperative agreement.

2. revenue sharing
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a. A state-tribal agreément entered into between the Department and the
Tribe to receive tobacco products tax based on the following formula:

Per capita tax * current year tribal enroliment * 150%.

b. See definition of Quota defined in (1) (b) above.

Question 2: Are unused airline tickets included in abandoned property?

Answer 2: This question was presented before other state unclaimed property
members during our bi-monthly telephone conference held on Thursday, January 11
2007. It was determined that federal law exempts airline tickets from state escheat
laws. The State of Hawaii attempted to pursue unused airline tickets and was
unsuccessful due to the federal exemption.

Question 3: Are the Contractors’ Gross Receipts Tax collections shown on page 67 of
the draft Biennial Report the gross tax receipts or the net receipts (with the tax credit
subtracted from the collection amount)? '

Answer 3: The collections shown on page 67 are tax receipts net of funds paid out or
reclassified to cover credits against income and property taxes. In other words, the
collections shown on page 67 are the tax collections minus any refunds paid out
through the income tax credit and personal property tax refund.

Question 4: What is the Department's budget for advertising unclaimed property?

Answer 4: 70-9-810 requires the Department to publish notice in state newspapers
throughout the State the names of individuals for which the state received unclaimed
property during the preceding year. The Department does not have a specific budget
for advertising unclaimed property. The November, 2006 publication cost were
$30,027.

Enclosure: Tribal Cigarette Quota Allocations and Recorded Orders for FY 2006
2000 through 2005 Tax-Paid Per Capita Sales in Number of Packs Table
2000 through 2005 State Tax-Paid Cigarette Sales
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Table 11

Tax-Paid Per Capita Sales in Number of Packs

(During Fiscal Years Ending June 30)

State 2000 2001 2002 2003 2004 2005
AL 96.2 905 84.8 82.2 87.9 82.4
AK 66.0 65.2 63.7 63.6 63.6 60.2
AZ 58.5 54.1 52.0 4822 425 423
AR 99.4 101.7 87.2 91.6 79.8 82.1
CA 416 38.0 35.8 347 33.1 33.1
co 73.0 70.4 6.2 63.8 60.7 57.9
cT 71.4 68.7 66.4 59.7 53.1 49.9
DE 140.7 141.4 142.4 184.2 176.0 178.8
DC 50.2 439 444 456 38.4 37.3
FL 82.5 78.6 779 76.7 74.2 75.3
GA 88.1 85.9 79.5 83.1 68.1 70.2
HI 31.9 428 51.1 51.2 47.4 47.0
iD 66.9 66.7 63.3 64.7 60.8 58.3
IL 70.0 67.1 70.9 51.4 60.0 52.2
IN 125.5 121.4 121.4 101.1 97.7 96.1
IA 88.9 86.5 85.4 85.4 83.7 83.9
KS 79.8 78.1 775 60.7 56.3 54.9
KY 156.2 1526 - 140.8 175.8 174.4 181.8
LA 104.3 83.1 97.0 82.9 85.6 91.0
ME 82.9 81.2 79.6 746 72.4 715
MD 57.7 58.1 56.0 495 48.9 487
MA 58.3 54.8 55.5 475 436 427
mI 837 79.2 78.1 72.3 68.5 57.9
MN 76.0 742 71.0 717 73.0 65.7
MS 97.2 93.9 91.5 91.2 88.4 88.8
MO 1138 107.8 99.2 106.4 105.0 103.4
Montana _ T 755 748 74.4 . 717 68.0 63.5 %
NE 77.6 69.8 77.3 68.4 61.8 61.0
NV 93.2 90.5 82.2 86.6 69.9 69.7
NH 147.3 136.1 131.6 146.2 148.4 1386
NJ 60.1 57.7 58.4 48.1 43,0 375
NM 53.8 53.7 522 535 35.4 355
NY 57.8 48.0 465 35.3 33.7 324
NC 109.0 100.1 98.5 977 95.6 93.8
ND 725 70.1 68.5 65.7 65.7 66.0
OH 99.9 100.0 96.8 90.2 85.9 89.0
oK 108.9 108.1 102.0 103.0 101.6 98.2
OR 72.0 68.6 66.6 60.9 55.2 53.2
PA 87.9 86.8 86.9 747 68.9 62.8
R 83.1 795 74.7 67.3 61.1 49.4
sc 103.9 96.6 97.5 95.7 92.2 94.0
sD 75.1 78.1 75.4 73.2 69.3 68.7
™ 108.7 103.5 103.4 932 96.5 97.0
T 69.3 62.1 58.3 58.9 55.8 55.4
uT 40.7 38.7 40.1 36.5 34.2 336
VT 88.9 943 93.0 77.9 69.2 63.9
VA 96.7 94.1 92.1 955 97.4 82.5
WA 52.8 50.2 45.0 401 377 37.2
wv 107.9 109.4 110.7 122.2 104.0 102.4
wi 80.1 78.2 753 71.0 69.9 70.1
WY 90.5 929 93.2 1155 475 76.4
All Taxing States
Weighted
Average* 85.2 81.8 79.8 78.7 76.2 75.0
edian 82,5 78.6 775 73.2 68. 66.0
774 737 77 67.9 63.3 ¥
Adult Per ’
Capita*** 104.3 99.2 96.4 913 87.6 84.5

*Data for individual states are based on the total number of packages taxed. The population figures used for
the states are Census Bureau estimates as of July 1 of the respective fiscal years.
**Figures prior to 1960 are based upon federal dollar collections; from 1960 on figures shown are based upon

“taxable removals.”

***Adult per capita based on Census Bureau estimates of population aged 18 and over.
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Table 10
State Tax-Paid Cigarette Sales
(in Millions of Packs)
(During Fiscal Years Ending June 30)

State 2000 2001 2002 2003 2004 2005

AL 428.3 402.3 - 378.5 366.8 395.6 372.8
AK 431 40.9 40.4 404 413 39.6
AZ 280.7 277.4 276.1 256.0 2374 2427
AR 2616 271.8 234.8 246.6 219.6 225.8
CA 1,352.7  1,287.6 1,234.9 1,196.1 1,184.0 1,187.2
co . 3041 302.9 292.6 281.7 276.2 266.4
CcT 234.4 234.0 2274 204 .4 185.1 174.6
DE 108.0 110.8 113.4 146.7 143.9 148.4
DC 26.2 25.1 254 . 264 2186 20.7
FL 1,256.9 1,255.8 1,277.3 1,258.2 1,262.5 1,309.3
GA 705.6 703.6 666.2 - 696.5 591.5 625.8
HI 40.0 51.8 62.6 62.7 59.6 .~ 584
D 90.2 86.3 83.6 85.5 83.0 81.3
IL 843.0 833.9 885.2 641.3 759.6* 663.2
IN 758.7 737.9 7421 617.9 605.1 598.1
1A 257.8 253.0 249.7 249.7 246.4 2476
KS 213.0 209.9 208.8 163.7 153.5 150.1°
KY 624.1 616.8 5§72.5 714.5 7183 - 75341
LA 461.5 3715 433.3 370.3 384.7 410.2
ME 104.4 103.6 102.4 96.0 94.5 94.0
MD 304.2 307.8 301.0 266.1 269.3 271.1
MA 361.1 347.8 354.0 303.2 280.5 273.9
Mi 809.7 787.0 780.1 722.8 690.0 585.1 -
MN 367.1 365.0 352.8 356.5 369.2™* 334.7
MS 2736 267.0 261.5 260.5 254.7 257.5
. MO 630.4 603.0 558.3 - 599.1. . 598.8 595.8
MOnjln & MT 71.8 67.5 67.3 64.9 62.4 58.8
‘ . NE 132.2 1194 132.4 117.2 107.5 106.6
NV 1743 . 180.9 1734 182.3 156.6 162.7
NH - 180.4 168.2 165.7 184.2 191.1 180.1
NJ 491.5 485.8 495.2 408.1 371.3 325.3
NM 100.0 97.7 95.4 97.9 66.3 67.6
NY 1,048.7 910.7 884.4 670.7 647.6 624.4
NC 847.6 806.1 806.6 799.7 803.9 801.0
ND 48.0 45.0 434 417 417 42.0.
OH 1,130.3 1,135.8 1,101.0 1,026.0 982.5 1,018.7
OK 367.4 373.0 352.8 356.5 356.7 345.8
OR 2446 2346 2313 2115 196.5 191.2
PA 1,072.6 1,065.4 1,067 .4 917.7 852.5 778.7
Rl 82.9 83.3 791 71.2 65.7 53.4
SC 401.0 387.6 396.2 388.6 382.3 394.4
sD 58.3 58.9 57.1 554 . 53.0 53.0
TN 615.2 588.9 593.6 535.2 563.7 571.7
X 1,394.6 1,294.7 1,2443 1,266.3 1,234.6 1,244.7
uTt 89.8 86.3 91.0 - 828 80.3 81.4
vT 54.8 57.4 57.0 47.7 42.8 39.7
VA 676.7 666.3 662.1 686.3 719.6 617.0
WA 308.2 295.8 2695 2403 2311 2316
WV 198.6 197.9 1985 220.2 188.3 185.7
‘Wi 426.5 4194 408.3 3876 384.5 388.4
WY 47.5 459 46.1 57.1 23.8 38.6

Total 21,405.0 20,727.2 20,4349 19,336.3 18,921.9 18,590.4

“IL packs reflect 13 or more months of activity due to conversion to new tax system.
**MN includes June 2004 accelerated payment.
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