Call to Order:

M NUTES

MONTANA HOUSE OF REPRESENTATI VES
57th LEG SLATURE - SPECI AL SESSI ON

COWM TTEE ON TAXATI ON

By CHAIR BOB STORY, on August

A M, in Room 137 Capitol.

ROLL CALL

Menbers Present:
Rep. Bob Story, Chair (R)
Rep. Ron Erickson, Vice Chair (D)
Rep. Roger Sonerville, Vice Chair (R
Rep. Joan Andersen (R
Rep. Keith Bales (R
Rep. Joe Bal yeat (R
Rep. Gary Branae (D)
Rep. Eileen J. Carney (D)
Rep. Larry Cyr (D)
Rep. Rick Dale (R
Rep. Ronald Devlin (R
Rep. John Esp (R
Rep. Gary Forrester (D)
Rep. Dani el Fuchs (R)
Rep. Verdell Jackson (R
Rep. Jesse Lasl ovich (D)
Rep. Butch Waddill (R

Rep. Karl

Wai tschies (R)

Rep. David E. Wanzenried (D)

Menbers Excused: Rep. Trudi Schm dt (D)

Menmbers Absent:

Staf f Present:

Pl ease Not e:

None.

10, 2002 at 10: 00

Jeff Martin, Legislative Branch
Pam Schi ndl er, Commttee Secretary

These are sunmary mnutes. Testinony and
di scussi on are paraphrased and condensed.

Comm tt ee Busi ness Summary:

Hearing(s) & Date(s) Posted:

HB33, 8/03/2002

Executi ve Acti on: HB33, Tabl ed
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HEARI NG ON HB 33
Sponsor :
Rep. Mangan- HD- 45- G eat Falls, Montana
"An act reducing the shortfall in General Fund Revenue by

increasing the cigarette tax from 18 cents to 78 cents on a pack
of cigarettes and depositing the anount fromthe increase in the
tax in the state General Fund".

We need to be looking at two things this session: cutting
spendi ng, |ooking at revenue. No discussion of revenue on the
House floor. Cut this last fiscal year between our cuts and the
Governor's cuts around $98-100M Deficit rose $12M while we were
here. What wi Il happen next week? Cigarette tax is only bill we
have left to discuss revenue. QOpportunity for discussion.

{Tape : 1; Side : A, Approx. Time Counter : 0 - 57}

Pr oponent s:
Dr. Shepherd- Physici an, American Cancer Society

Al'l argunents are the sane. People will die regardless. $8K
nore lifetime cost of snokers vs. non-snokers. (1992) Snoki ng:
When pregnant and snoking 20-40% of all pre-mature babies. 1992-
pre-mat ure babi es cost Medicaid about $12M  Snokers experience

| onger periods of disability. Estimte cost of snoker woul d be
substantially higher than $8K originally thought.

Dave MAl pi n-"Protect Mntana Kids"

Data that would represent a 75 cents tax. Montana is 41st for
tax, with Tennessee higher. Last raised tax in 1993. Health
costs per pack-$6.86. $44.7M revenue rai sed, would reduce the
nunber of packs sold by

6.3M reduce youth consunption by 15%

total 8100 fewer kids smoking, lifetime health savings of $97. M
reduce rates by 4. 7% for adults, translating 5700 fewer adults
snoking, lifetime savings in that category $47M youth future
deat hs avoi ded- 2500, adult caused deat hs avoi ded- 1200, reduce
heart and stroke nedi cal cost by $2.1M reduce snoking rel ated
birth problens in pre-mature births $1.8M for a total of |ong
term heal th savings of $144M

EXH BI T(ta

h06a01)
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EXH Bl T(ta
h06a02)
Eri c Burke- VNEA/ MFT
Strongly support this bill. Good public policy. 10%cut in

educational systenms. Funding for universities the | owest been in
| ast decade. Bal ancing the budget on the backs of university
students. Qur schools are already making cuts. If this bil
passes it will not take noney away from educati on.

Jim Smth-Mntana Sheriffs and Peace Officers Associ ation,
Mont ana County Attorneys Associ ation

Addi tional revenue is needed to support public services and our
public institutions. Answer is beyond cutting and elim nating

prograns. Lack of consensus how we fund our public institutions.
Answer: got to be novenent on the revenue side of this equation.

Qpponent s:

Jerone Anderson- Attorney, RJ Reynolds Tobacco Co.

Have al ready spoken regarding these bills. As to the revenue
argunent: certainly there are very difficult things people are
dealing with. Jan. 2003 will be a conplete review for all of
revenue. That would be a nore appropriate tine.

St eve Wade-Phillips Mrris Tobacco Co.

| ncorporate information fromprevious bill. In our opposition.

| nformati onal Testi nony:

None

Questions from Conmi ttee Menbers and Responses:

Rep. Jackson to Rep. Mangan-#5, |line 27; tal ks about the
distribution on the reservation. | do not understand it? Rep.
Mangan-Drafting error in bill; F.N. canme out and it had

negati ves. Anendnent takes care of that. Rep. Jackson to Rep.
St ory- Smuggl i ng problens? Rep. Story-So many packs per person
has a quota for tax free purchase.

Rep. Waddill to Rep. Mangan- Are you a snoker? Rep. Mangan- Yes.
Rep. Waddill to Rep. Mangan- How do you feel about the raise in
cigarette tax? Rep. Mangan-1 do not have a problemwth it.
Rep. Waddill to Rep. Mangan-As a Denocrat, how do you feel about
being | abeled as a "tax and spend"” Denocrat? Rep. Mangan-I'm
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many different things, what is noving ne is concern for the
peopl e of the state of Montana.

Rep. Cyr to Shepherd -Not nuch of a discussion about secondary
snoki ng costs. Do you have the statistics about deaths and costs?
Dr. Shepherd -$55K-$63K deaths every year from second hand snoke.
Categories-3K are lung cancer; |lung cancer has a | ong induction
phase. If you live with a snoker your risk for |lung cancer is

i ncreased about 30% 50K deaths due to heart disease, from
second hand snoke. |f exposed to second hand snoke for 30

m nutes, you have a 30% decrease in blood flow to your coronary
arteries. Platelets get stickier and you tend to clot off nore
qui ckly.

Rep. Waitsches to Rep. Mangan-Fiscal Note-Tribal refund is a
large amobunt. |Is that out of the $22M already. Rep. Mangan-
Federal noney is taken off the top, that is already taken care
of . $200K will cone off the $22.8M mark

Rep. Erickson to Rep. Mangan-Is this a pure cigarette tax? Wuld

not be a tobacco tax? Reason? Rep. Mangan-Wen bill went in to
drafting, this is howit cane out. Rep. Erickson to Rep. Mangan-
Comment - been neat if you were here to hear Rep. Waddill's bill.
If this bill fails, could be a joint sponsor.

Rep. Bal yeat to Shepherd -CDC figures? Dr. Shepherd -they were
delivered on Thursday. Rep. Balyeat to Shepherd -2nd hand snoke
cause of mgraines? Dr. Shepherd -Wuld do research.

{Tape : 1; Side : A, Approx. Time Counter : 57 - 502}
{Tape : 1; Side : B; Approx. Time Counter : 05}

Rep. Story to JimSmth -1997 or 1999 passed a law for it to be
illegal for mnors to possess cigarettes. \Were are the police
officers on this? M. Smth -Do not have a real good answer.
Sheriffs and Deputies don't routinely enforce the underage
prohi bition. "W card" program Rep. Story to Smth -Wuld you
agree that if those sane underage peopl e had beer instead of
cigarettes, officers would stop? M. Smith -Yes, places vary
pl ace to pl ace.

Cl osi ng by Sponsor:

Rep. Mangan-This is a non-political thing. W're tal king about
revenue vs. cuts. 100% on cut side. Haven't even discussed the
revenue side. $20Min this bill is 1/5 of that. Snuggling is

|l ess than 1% 2/3 of people buy their "snokes" by the pack.

Pl ease put on the anmendnents.
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EXECUTI VE ACTI ON ON HB33

Mbti on: REP. ERI CKSON noved t hat HB33 BE AMENDED
Di scussi on:

G eg Petesch-Rep. Mangan requested to increase the tax to 78
cents and hold the other progranms harmnl ess. To add the increase
to the General Fund. Federal w thholding for tribes were not
taken into account when % were adjust. Anendnment will do: Zero-
out the shortfalls for |ong range building and for veterans's
nursi ng hones. And deduct a correspondi ng anount from (appr ox.
$197K) the General Fund. The bill will be revenue neutral.

Vote: Mbdtion that HB33 BE AMENDED carried unani nously.
Motion: REP. ERICKSON noved that HB33 DO PASS AS AMENDED
Di scussi on:

Rep. Bal yeat-Conments; use the power of governnent enforcenent to
stop snoking, we should just consider banning it. W have seen a
$200M sur pl us evaporate due to change in economcs. No change in
tax rates. Wat happens in the econony is far nore inportant
than rai sing taxes up and down. Raising taxes in a recession
will be a problem Table this right now.

Rep. Cyr-this bill doesn't go far enough. Wit until 2003 to
bring a nore conprehensive bill.

Rep. Waddill-Agree with Rep. Cyr. It is a step in the right
direction. Burden is on non-snokers.

Rep. Erickson-Structural inbalance; this bill would help. Wn/Wn
situation.

Motion/ Vote: REP. ERI CKSON noved that HB33 DO PASS AS AMENDED
Motion failed 4-16 with Andersen, Bales, Bal yeat, Branae, Carney,
Cyr, Dale, Devlin, Forrester, Fuchs, Jackson, Schm dt,
Sonerville, Story, Waitschies, and Wanzenried voting nay.

Motion/ Vote: REP. WANZENRI ED noved t hat HB33 BE TABLED. Moti on
carried unani nously. Reverse the Vote.

{Tape : 1; Side : B; Approx. Tinme Counter : 0 - 210}
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Adj ournnment: 10:43 A M

BS/ PS

EXHI Bl T(t ahO6aad)

HOUSE COMM TTEE ON TAXATI ON
August 10, 2002
PAGE 6 of 6

ADJ OURNVENT

REP. BOB STORY, Chair

PAM SCHI NDLER, Secretary
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