
MINUTES 

MONTANA SENATE 
52nd LEGISLATURE - REGULAR SESSION 

COMMITTEE ON TAXATION 

Call to Order: By Senator Mike Halligan, on February 18, 1991, 
at 9:05 a.m. 

ROLL CALL 

Members Present: 
Mike Halligan, Chairman (D) 
Dorothy Eck, Vice Chairman (D) 
Robert Brown (R) 
Steve Doherty (D) 
Delwyn Gage (R) 
Francis Koehnke (D) 
Gene Thayer (R) 
Thomas Towe (D). 
Van Valkenbu(g (D) 
Bill Ye~lowtail (D) 

Members Absent: John Harp (R) 

Staff Present: J~ff Martin (Legislative Council). 

Please· Note: These a·re summary minu·tes. Testimony and 
discus~ion are ~ar~phrased and condensed. 

~nnounQem~nt$/DiscussiQn~ ~hairm~n Halligan reminded those . 
. te~tifying to sign tHe Visitor's Register. 

t i! \. . 

( ,I,: 
. ··Chai.rman Hcilil igan told the C6mmi t.tee he spoke wi th the 

Misso~~a local develo~ment,corporation who were working on a 
propo~d ~mendment to Sen~te,Bill 272. He explained he would 
allow ~hem to pre.sent; if· t9 theCommi t tee. Missoula's local 
<;levelopm:ent corporation. wa1nt to expand to include pr ivate 
infra~tiuctur~i t~e public infrastructure definition for 
industria'l with a separat'~definition·.for private infrastructure. 
Senator Thayer recommended inviting Senator Farrell to be present 
at the time of the presentation. 

HEARING ON SENATE BILL 286 

Presentation and Opening Statement by Sponsor: 

Senator Larry Tveit told the Committee Senate Bill 286 would 
lower the minimum capital from $200,000 to $50,000 in the Montana 
Capital Company Act. The Montana Capital Company Act was enacted 
in 1983 for the purpose of long-venture capital to create or 
improve businesses in Montana. He explained the venture capital 
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generated by this must be used to encourage and assist the 
strengthening of the economy through loans, investments and other 
business transactions for the purpose of developing new small 
business and investry in Montana. He stated its developing, 
preserving, diversifying, expanding, and strengthening the 
agricultural, industrial, and business base of Montana's economy, 
particularly those small businesses. He told the Committee the 
bill would have to be extended because it runs out in July 1991. 

Proponents' Testimony: 

Hugh Williamson, a Certified Public Accountant from Sidney, 
Montana representing Richland County Economic Development 
Corporation spoke in support of Senate Bill 286. He told the 
Committee he sought to lower the present $200,000 up-front risk 
capital minimum to $50,000 for smaller communities. He explained 
the needed risk capital are less in smaller communities. This 
legislation would make it possible for smaller communities to 
implement programs in their area. He told the Committee there 
are over 30 economic development corporations active in smaller 
towns and counties in Montana which have been formed in recent 
years because of the "dismal economies". He told the Committee 
,none of these, except Whitefish, have been able to meet the raise 
th,e, necessary capital to meet the $200,000 minimum. He presented 
the Committee with a list of capital companies which have been 
given more' than six million credits. (Exhibit #1) He pointed 

• ou~ only five cities has used .the program since 1983. If this 
can pe implemented with 30 or more smaller communities, a two
tier lev~l can be achieved., One would be where increases which 
aTe propo~ed ~or larger cities could be implemented. In smaller 
communities the~y depe'od on volunteerism. He told the Committee 
$50,'000 is a,s difficult: to -ralse as a greater . amount in larger 
ci ties. He: told ttteCommi ttee the capital for small programs, 
using. vo~unteer ism, \woUld hot jeopardize the program. He stated 
the Depar'tment of Commerce recommended changes in the program to 
make l't viable; for the fu\ture, as well as cor recting past abuses. 
Mr. Wi 11iam~.o.p' empl;las~izecr ~nat low.er ing ~he m.inimum should not 
weaken tl1e Gontrol. He saJ.,d the'accountlng for a smaller program 
could co'l'Ply"w:ith the re'qL1,irements. 

~ . " ~ , 
. i.' :. \ 1 • • 

Tlm Hln~~, owner of Montana Meats ln Sldney told the 
Committee about,meat plant closures in Montana and North Dakota. 
He stated~his n~ed for venture capital to expand his business. 
He explained he is not what is considered a secure banking risk. 
Large capital corporations will not fill this need. He said the 
nearest city with a capital corporation is Billings which is a 4 
1/2 hour drive. Mr. Hintze showed the Committee a plaque. He 
stated it says he "makes the best bacon in the state of Montana". 
He told the Committee without help from a venture capital company 
he would close. (Exhibit #2) 

Gloria Paladicheck, Richland County Commissioner and board 
member of the Greater Richland County Economic Development 
Corporation told the Committee Senate Bill 286, if passed, would 
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Mr. Poole explained there are other issues. He explained 
when speaking about venture capital there are some things which 
make the risk "less risky". If a greater amount of money is 
invested in more and more projects the diversification reduces 
the risk for the investors in the capital company. Any 
investment company or investment manager will look to reduce the 
risk through diversification of portfolio. If a very small fund 
($50,000 or even $200,000) there is often not the diversification 
which would be available from a larger portfolio. Possibly the 
risk is increased for the investors. However, if the investors 
wish to invest in the fund, whether $50,000 or $200,000, it is a 
risk they are will to take; and obviously it is more risky 
because the diversifi~ation is not there. The diversification is 
not there in terms of ' the number of investments made, but also 
not there in terms of the geographic spread which would be sought 
to attempt to minimize down-trends in various geographic areas of 
the economy. 

Senator Towe asked Keith Colbo why the legislation was 
limited to towns with 10,000 or counties with 15,000. He asked 
why the same Q,rgument does not apply to larger communi ties. 

Mr~ Colbo told the Committee he was not involved in the 
drafting of Senate Bill 286 or'setting the limits. He explained 
these clearly meet the needs of small communities. When dealing 
with large commu~ities with wider bases to draw investments (from 
a capital company) from, the larger communities would want to 
operate in tne terms of adventure capital firms with a larger 
capitalization. He stated there are those true venture capitals 
It~at would advise not to get into venture capital business 
without"$2 mill~6n.: He explained he has heard the argument, and 
agr,ees there' is mer i t to the argument behind it. He told the 
CommIt·tee stat.es such as Oreg~n, Washington and others use those 
kind of crite~ia. It supports the venture capit~l efforts in 
those a.rea·~ He commen'ted iU i~ not realistic in Montana; not in 
Billin~s~or\Great Falls,~whiies~me do meet the $200,000 minimum, 

,I but for co~ut\ities\ such ,as Deer Lodge and others in eastern 
, Montana i,~~' is' not poss;ihl'e. He explained what is being deal t 

with is c(' ",very knQwn \ba.se". The volunteers that may operate it, 
the 'in~iv,iduals that ma.y· inv-~st in it, and a known business 
inte,r;f!~~t. H.~ ,j:~old th~e'Commi t tee he fel tit was C\Ppropr ia.te for 
the'st~te of'Montana; both the risk being taken and results that 
may b~ obta,! ned. 

Senator Towe asked Senator Tveit the same question. Senator 
Tveit while drafting the legislation, speaking with those 
involved, and analyzing the small communities (many are under 
10,000 for population or 15,000 for county), the feeling was this 
was an area not being addressed in current law because many of 
the communities. That criteria was used for smaller communities 
to enable them to participate. Larger communities were not 
addressed in the bill. 

Senator Thayer asked Senator Tveit if this bill would also 

TA02189l.SMl 



SENATE TAXATION COMMITTEE 
February 18, 1991 

Page 5 of 8 

authorize extension. Senator Tveit explained it would not. He 
told the Committee another bill is being considered; but if not 
the extension has to be included. 

Senator Thayer commented he has heard of abuses in the 
capital act. He asked why would the extension be only on this; 
and would it only pertain to this portion without affecting the 
entire capital act. 

Senator Halligan commented if this were extended it would 
apply to all. He explained a house bill as a "clean up" on the 
credit corporation element. 

Senator Eck asked Senator Tveit if the board members, and 
inve$tors would have to be from the community. She used 
Belgrade, which would meet the criteria, as an example. Senator 
Tveit told the Committee for an' investor from a big city to a 
smaller community is not addressed in the bill. He explained the 
bill was intended to address the investors in that community. He 
presumed someone from Bozeman could go to Belgrade, but the 
purpose of the bill is to create economic development in Belgrade 
not Bozeman. 

. . 
Senator Eck commented the bill did not say that; therefore 

it could be incorporated in. any small and serve wherever they 
wish .. She explained Belgrade would be a good possibility as it 
has its own industrial area. She stated her understanding was 
there would be no restrictions to declare to investors being from 
where the loans' we re ·made. 

cio$ing' by Sponsor: 

Sen~tor Tveit' clos~d on Senate Bill 286. 

';", HEARING ON SENATE BILL 390 , 
~. . . 

, ; .i. ,. 
',Presentation and Opening ~tatement by Sponsor: 

; • I~. i 

I .' • , ' 'Sena;tor".Va,I1 valkenb4~g told the Committee Senate Bill 390 
would; extend r~l'ief from ~fjtoperty taxation as a result of natural 
disaster destruction of the'property to personal property other 
than mobile homes. He explained a fire occurred in Missoula in 
February of 1990 at Mountain States Beverages which is owned and 
operated by Carsori .Vehrs. He stated personal property taxes are 
assessed and are pa:yable on the January 1, of each year. Mr. 
Vehrs' fire occurted on February 9, 1990. Approximately two 
weeks after the fire Mr. Vehrs discovered he was responsible for 
proge1(ty taxes due:'on the 'lproper ty . The property was destroyed. 
He app,oached the County Tax Appeal Board, and subsequently the 
County. :.Commissioners, and ,learneq the statute did not provide for 
any iproQtation of taxes .. based ·onsuch a natural disaster. Senator 
Van Valkenburg tQld.the\C'bmJbittee if a reduction i$ provided for 
real properlty ~pr'mobi~~ :home.s', based on riatural disasters, the 
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same should be applied to personal property. Senator Van 
Valkenburg proposed a technical amendments on the advisement of 
the Department of Revenue. (Exhibit #4) 

Proponents' Testimony: 

Carson Vehrs, owner of Vehrs Mountain State Beverage in 
Missoula. He told the Committee after the fire at his business 
February 8, 1990, the experienced total destruction and a large 
loss. He explained in January of 1990 the necessary report for 
personal property was filed with the County Treasurer by the 
deadline (January 31). The business was destroyed by fire on 
February 8; two weeks later a tax bill was received. He 
commented although he had insurance, it was a traumatic time. 
When he received the tax bill he assumed there would be some type 
of relief. He stated most law is based around logic, compassion, 
and concern. He contacted the county treasurer. He told the 
Comm~ttee of his surprise when he learned there was no provision 
for proration of this expense. Mr. Vehrs,stated he had the money 

. " to pay the taxes, and to get back into bus i ness. He expla i ned he 
did not appear in support of Senate Bill 390 on his own behalf. 
He cited an example of a couple purchasing a mobile home in the 
fall of the year. The hQme burns on February 8, along with all 
of their 'possessions. All personal belongs and furniture need to 
be replaced. Th.ey would be responsible for a tax on property 
which bo longer exis~s .. 

, 
Deri~is Burr of the Montana Taxpayers Association spoke in 

,support of',Senate Bill 390'. He told the Committee there is 
currentJy ~egislation which 'proposes prorating personal property 

'taxes on progerty,brought into Montana. He explained an out-of
state petson ibrin~in9 equipment intb Montana would receive a . . 

,,'credit,o'r, proration when, the :pr;operty is' taken 'out before the end 
, , of the ye'a,r·. An out~C?f;-Gtate :person who br ings proper,ty into the 

. 'st'ate 'cwQuld receive c[tea~ t' or: a refund for the time they were not 
~ in Montana .. ",.Ttre Montanan wi th::,exactly the same equipment who 

",'lost ~t all In a cata~trophe w~uld be required to pay a full 
• ", '\; I, ., 

y,ear~' t;:a'x.,.·\ . 'to 

. . ',. '.. ~" . 
0BI?OR'.p.t~'~' Testiimony: " 

. . ," 
.. . r 

." NONE. 1\ ~ 
I" 

Questions From Conunittee Members: 

Senator Towe asked Mr. Vehrs since he had insurance, if he 
acquired new property to replace the destroyed property. Mr. 
Vehrs replied he did not immediately. He explained under the 
provisions of his business continuation insurance he rented 
equipment, such as hand trucks, forklifts, computers, desks, etc. 
for a period of approximately six months. He stated he is still 
replacing equipment. He commented unfortunately he had adequate 
insurance for just inventory and business continuation; much of 
the equipment has not yet been replaced. 
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Senator Towe asked Mr. Vehrs if the person who owned the 
equipment Mr. Vehrs rented had paid tax on that property. Mr. 
Vehrs said tnat was correct. 

Senator Towe asked Mr. Vehrs how he would respond to the 
concern that 'someone experiencing a fire in February was able to 
get back into business in April, by buying new property; the new 
property would not be subject to tax. It would not be subject to 
tax for that year because the tax is on property in possession on 
January 1. Mr. Vehrs explained within the provision of the law 
the taxpayer requesting the relief would have to appeal to the 
tax assessor. If the business was reestablished and the 
equipment repurchased it is possIble a tax credit would not be 
granted. 

Senator Towe asked Mr. Vehrs if the tax due had been covered 
by his business continuation insurance. Mr. Vehrs said it was 
not. 

Senator Gage commented to Senator Van Valkenburg the fact 
the taxpayer had received insurance should be considered, and 
perhaps indicate the valuation would not be reduced by the amount 
of theins'urance coverage. 

Senator Van Valkenburg told the Committee he had no 
objection ff an amendment which would take into account the 
receipt of insurance that would enable the business owner to 

.replace the property. He, explained there are some problems, for 
,example, ,if the owner simply takes the insurance and does not 
Ireplace the prriperty. 

Senator Towe. commented i.f the owner receives the insurance ., , 
and discontinues' the business, it is similar to selling' the 
business. I It the owner sold th~ business, the tax would be owed. 
Senator .Towe' as)<'ed Senator Val) Valkenburg if he would conc.ur a 
mandate' is ~on~ainedwher~ th~'Department of Revenue must make 
the r~ductioljl./ or, is ~ discretton on it. fIe pointed to the word 

. " s hall'f on pc;t~el~,1,: ,L1ne ~4 .. ' , 
., • !, J!:, •. ' . ~ 'i \ r!., ~ • ,',; . 

Senatorlo,tftln ~alkenb\lrg :f\9tleed the Department of Revenue can 
make it decision pased on natural disaster. The department will 
have to determine if the pr~perty is rendered unsuitable for its 
previous. use by virtue of the natural disaster. He pointed out 
there may be a need to define "natural disaster" which within 
this statute is open-ended. He told the Committee he had asked 
the department if there were administrative regulations which 
further defined it. He explained as in Mr. Vehrs' situation a 
natural disaster may not have been established. Mr. Vehrs' fire 
was caused by an electrical malfunction. 

Senator Van Valkenburg asked if the legislative intent 
something such as an electrical malfunction would amount to a 
natural disaster as opposed to a fire caused by lightning. He 
suggested the issue be examined before acting on Senate Bill 390. 
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Senator Van Valkenburg closed on Senate Bill 390. 

EXECUTIVE ACTION ON SENATE BILL 280 

Motion: 

Senator Gage moved Senate Bill DO PASS. 

Discussion: 

After discussion regarding brackets within the text it was 
determined these were included because of the status of LC 90. 

Recommendation and Vote: 

Motion to DO PASS CARRIED. 

Ad~ournment At: 9:55 a.m. 

, ' . . " 

,t\ ' 
• l 

MH/llc 

, " " 

'. ~ , " 
\ ". ' 
i

l
' 

, , 

" \ 

ADJOURNMENT 

LIGAN, Chairman 

, ' 

'~~TI/ftG!: ~J ttfa 
\: LINIJA CASEY, secr,Gry ., 

I - .• 
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ROLL CALL 

SENATE TAXATION COMMITTEE 

LEGISLATIVE SESSION 

NAME PRESENT ABSENT EXCUSED 

SEN. HALLIGAN P 
SEN. ECK 'P 

SEN. BROWN ? 
~ ? SEN. DOHERTY 

? 
4 

SEN. GAGE 

SEN. HARP A 
SEN. KOEHNKE 'P 
SEN. THAYER Y 
SEN. TOWE f 
SEN. VAN VALKENBURG P 
SEN. YELLOWTAIL P 

) 
Each day attach to minutes. 



MR. PRESIDENT; 

SENATE STANDING COMMITTEE REPORt 

Paq~ 1 of 1 
February 18, 1991 

We, your committee on Taxation having had under consideration 
Senate Bill No. 280 (first readLng copy -- whLt~), respectfully 
report that Senate Bill No. 280 do pass, 

~ 2)l1.)Q, 
Amd. CborJ.~ 

. -::: 1~~?-0;;- /1"4;-
Sec. of Senate 
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WITNESS STATEMENT 

To be completed by a person testifying or a person who wants 
their testimony entered into the record. 

Dated this IP' day of h LtcJro/'c./:( , 1991. 

Name: ---rr ~1 rJ, "Vla[ 

Address: S K'AAL. (2(~ 
.\A.-(-

Telephone Number: __ 1t+-_~ __ -_d_r7~f~ ____________________________ ___ 

Representing whom? 

J1iy,I:nvA jJI~ :s 

Appearing on which proposal? 

Do you: support?)( 

Comments: 

Amend? -- Oppose? __ 

SENATE TAXATION 
EXHIBIT NO._ ~ 
DATE.. ~{Ifjlil :' 
81ll NO_ .. _S"",,-!::8~~~~~L~ 





....... _. _." - .. - -.. .' .... - .. -. -"-' 

, . 
.; 

" " ._ .~_.«'._. __ ._ .. ~ __ "._ ... ___ y •• _ • ____ ~_. __ r ... _. __ .• .,.._ _____ ·._ • •• , ___ • __ .~ ____ • __ •• ' ______ ... ~.~. __________ " .• __ ~_ •. _,- '«J_,_ ~ __ "" __ , ___ .. ¥-~- .• - •• - .. -



Amendments to Senate Bill 390 
1st. Reading Copy 

Prepared by the Montana Department of Revenue "C 
Ji'ebruary 15, 1991 

This amendment is necessary so that all personal property 
which is not taxed as an improvement to real estate or a lien upon 
real estate is eligible for property tax relief when destroyed by 
natural disaster. The introduced bill would extend the eligibility 
for tax relief to all personal property upon which the tax is 
collected by one payment pursuant to § 15-16-113. However, the tax 
on mobile homes, the tax upon which is not a lien upon real estate, 
is imposed pursuant to § 15-24-202, MeA, and collected in two 
payments. Therefore as the bill is originally drafted such 
personal property would not be eligible for tax relief because the 
tax on it is not imposed by § 15-16-113, MeA. 

1. Page 1, line 25. 
Following: "under 15-16-113 11 

Insert: "or 15-24-202" 

SENATE TAXAnON 
EXHIBIT NO. i 
DATE- 1..71 f 7~ I :::= ' 
BIU NO._ 58 '3 ~6 -



WITNESS STATEMENT 

To be completed by a person testifying or 
their testimony entered into the record. 

d . ~ r1f d f ;- t Date thlS 1'6 ay 0 L Lh~ ,/ ... } , 

a person who wants 

, 1991. 

Name: __ ~L?~'~A~~=S~o~/~~-=i/-=E~H~~=f ____________________________________ __ 

Address: J 72 Y /?o.-v .s~ 

Telephone Number: __ ~~~-~Y~3~-~~~6~3~/~Y ____________________________ __ 

Representing whom? 

Appearing on which proposal? 

5 ,./?, J>7'o 

Do you: support~ 
Comments: 

Amend? ---- Oppose? ____ _ 

SENATE TAWtON ,h 
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