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The tobacco tax provisions of the bill are unnecessary. The bill asserts that it will protect the state
from future currency fluctuations and devaluations. However, the state can achieve the same protection
by accepting the taxes in U.S. legal tender (dollars), and then itself converting the tax receipts into gold,
silver or electronic gold currency.

» The state does not need to mandate payment by electronic gold currency in order to achieve its
asserted goals. Montana could simply convert to electronic gold currency after it receives the tax
payments.

» The state should not ask Montana taxpayers to bear the costs of these hidden taxes, especially
since the state can achieve its goals by converting its funds to electronic gold currency after the
state receives tobacco tax revenues.

The tobacco tax provisions are vulnerable to constitutional challenge. Section 8 likely violates one or
more provisions of the United States Constitution because it prohibits payment in United States legal
tender currency.

» Under 31 U.S.C. § 5103, the states cannot prohibit the use of U.S. legal tender, including U.S.
coins and federal reserve notes, for purposes of payment of obligations. This legal tender
provision has been upheld by the Supreme Court, and therefore any contrary state law violates the
Supremacy Clause of the U.S. constitution. See Nixon v. Philipoff, 615 F. Supp. 890, 893 (N.D.
Ind. 1985) (“[T]he states must abide by the dictates of Congress, and because 31 U.S.C. § 5103
declares that federal reserve notes as legal tender, the states are constitutionally compelled to
accept them as legal tender,” citing The Legal Tender Cases, 110 U.S. 421, 446 (1884), U.S. v.
Rifen, 577 F.2d 1111, 1113 (8th Cir. 1978)).

> Section 8 may also violate the due process and takings clauses of the U.S. Constitution, because it
requires the transfer of money from one set of private parties (retailers, wholesalers, and adult
tobacco consumers) to another set of private parties (electronic gold currency exchanges) without
providing any governmental benefit that could not otherwise be achieved (for example, by the
state’s purchase of electronic gold currency with its own tax revenues).

i

For example, see http://centregold.com/conversion_rates/.
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