MINUTES

-MONTANA SENATE
54th LEGISLATURE - REGULAR SESSION

COMMITTEE ON TAXATION

Call to Order: By CHAIRMAN GERRY DEVLIN, on March 9, 1995, at
8:00 a.m.

ROLL CALL

Members Present:
Sen. Gerry Devlin, Chairman (R)
Sen. Mike Foster, Vice Chairman (R)
Sen. Mack Cole (R)
Sen. Delwyn Gage (R)
Sen. Lorentsg Grosfield (R)
Sen. John G. Harp (R)
Sen. Dorothy Eck (D)
Sen. Barry "Spock" Stang (D)
Sen. Fred R. Van Valkenburg (D)

Members Excused: None
Members Absent: None

Staff Present: Jeff Martin, Legislative Council
Renée Podell, Committee Secretary

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

Committee Business Summary:
Hearing: SB 413, SB 417
Executive Action: HB 188, SB 176

HEARING ON SB 413

Opening Statement by Sponsor:

SEN. GARY FORRESTER, SD 8, Billings, commented SB 413 is a

simple, honest bill in it’s approach and begins in 1986. He
stated it will reduce personal property tax combining class 8 and
class 4 personal properties into one taxing unit at 3.6%. SEN.

FORRESTER explained it will cost $55 million the first year. He
stated it will reimburse counties with a block grant proposal.

Proponents’ Testimony:

Dennis Burr, Montana Taxpayers Association, said SB 413 is a road
map as to where we need to get to in the future. He explained SB
413 simply returns the burden of tax to where it was 20 years
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ago. Mr. Burr commented Montana is one of the bottom states in
sharing state revenue sources with local governments. He
acknowledged he appreciates SEN. FORRESTER introducing this bill
in order to allow concept discussion.

Mick Robinson, Director, Department of Revenue (DOR), expressed
he is a proponent of some of the concepts of the bill even though
the budget can’t afford some of the costs in the bill. He stated
from an administrative standpoint one problem the DOR has with SB
413 is the difference between real and personal property.

David Owen, Montana Chamber of Commerce, implored the committee
to look at this bill and decide if this tax structure will serve
the people well in the future.

Riley Johnson, National Federation of Business People (NFBP),
stated NFBP likes this bill and suggested combining SB 413 and SB
417. He further suggested instead of going from 9% to 6% in
three years, go from 9% to 3.8% in five years. Mr. Johnson
commented small business taxes are probably the most unfair taxes
in Montana, not because it’s a tax, but because it probably isn’t
enforced as well as it should be.

Jim Peterson, Montana Stockgrowers Association, stated Montana
ranks as the third highest state in the nation for taxes. He
urged support for this bill.

John Youngberg, Montana Farm Bureau, testified this concept is
good for agriculture.

Don Allen, Montana Wood Products Associlation, acknowledged
support for the concept in SB 413.

Candice Torgerson, Montana Cattlewomen’s Association, supported
SEN. FORRESTER’S effort in this bill and echoed Mr. Youngberg’s
testimony.

Charles R. Brooks, Billings Chamber of Commerce, supported
aggressive action towards tax reform and urged serious
consideration of the concepts in this bill. He acknowledged
support for the block grant feature of the bill.

Rex Manual, CENEX Petroleum, testified in support of the bill.

Dan Wirak, Mergenthaler Transfer and Storage, Helena, supported
any legislation that gives them a break on taxes.

Opponentsg’ Testimony:

Gordon Morris, Director, Montana Association of Counties (MACo),
presented written testimony from Sanders County Commissioners
(EXHIBIT 1), and Blaine County Commissioners (EXHIBIT 2). He
commented MACo supports the concept in the bill, however, the
block grant proposal is a problem. He stated from the county
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perspective, the property being reduced does not follow
populations.

Eric Feaver, Montana Education Association (MEA), said he doesn’t
trust block grants. He explained block grants are good from one
legislative session to the next. He stated there must be a
guarantee that the money which replaces property taxes relieved,
will continue to flow forever.

Alec Hansen, League of Cities and Counties, declared a
reimbursement program needs to be set up to provide some way to
make sure that the money keeps flowing to the local level. He
commented he is concerned with the block grant proposal based on
population because population doesn’t necessarily follow the
loses. Mr. Hansen encouraged the committee to look at a better
way to calculate the losses and provide a reimbursement.

Don Judge, Montana State AFL-CIO, stated his opposition for both
SB 413, and SB 417. He acknowledged he doesn’t know what the
magic answer is, he just knows there has to be a formula for
whatever is given away and there must be a way to recover.

Nathan Tubergen, Director of Finance and Administrative Services,
City of Billings, opposed this legislation and commented basic
services must be provided within the city structure. He stressed
the City of Billings is under a cap and only allowed 74 mills.

Terry Minow, Montana Federation of Teachers, registered
opposition to the bill and echoed the comments made by Eric
Feaver and Mr. Hansen.

Wayne Stahl, Phillips County Commissioners, and Agricultural
Small Businessman, stated taking out $500,000.00 in Phillips
County budget would cause layoffs of county employees, and a
serious reduction in county services. He presented written

testimony in opposition to SB 417 from Hill County Commissioners.
EXHIBIT 3.

Bill Verwolf, Manager, City of Helena, supported testimony
presented by Alex Hanson.

Blake Wordal, Lewis and Clark County Commissioners, attested the
commissioners are opposed to the bill because the state doesn’'t
have the money to fund a block grant program, and because
personal property and business equipment are moved into the same
level as residential property. He said business equipment is
used to generate profit and a residence doesn’t generate profit.
Mr. Wordal stated the only income a residence can produce is when
the residence is sold. He declared these are two separate types
of property and they shouldn’t be combined into the same
category:
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Informational Testimony:

None

{Tape: 1; Side: A: Approx. Counter: 48.9.)}

Questions From Committee Members and Responses:

CHAIRMAN DEVLIN asked Mr. Feaver if he would support this bill if
it was put on the ballot and locked into the Constitution. Mr.
Feaver responded he isn’t fond of placing tax policy in the
Constitution. Mr. Feaver stated he believeg the legislature is
the responsible authority for making adjustments in tax policy
from one session to the next and it should continue to do so.

SEN. BARRY "SPOOK" STANG commented there is a difference between
personal property and residential property. He stated an
individual isn’t allowed to depreciate a home on their taxes so
the value of the home doesn’t go down. He asked Mick Robinson if
an individual is allowed to depreciate business property in order
for the value to go down. Mr. Robinson said the value does go
down. He said it still has a market value concept which is
utilized in personal property. He commented personal property
wears out and has a market value base. SEN. STANG said if he has
business equipment which breaks downs he is allowed to deduct the
expenses on his tax return, but is he allowed to deduct home
improvement expenses. Mr. Robinson said the income tax laws
don’t allow a deduction for residential repairs. He said the
income laws do allow a deduction for repairs for real and
personal property in the business setting. SEN. STANG said he is
concerned with combining personal property and residential
property. Mr. Robinson said repairs and maintenance are not
allowed as an add-on to the basis of a house.

SEN. JOHN HARP asked Mr. Robinson if 1989 was the last time
personal property taxes were reduced. Mr. Robinson stated it was
in the 1989 Special Session. SEN. HARP said one of the concerns
of the 1989 Special Session was if personal property taxes were
lowered the legislature wanted to make sure local government was
made whole. He asked Mr. Robinson if a lump sum allocation was
given to local governments because of the reduction of personal
property taxes. Mr. Robinson said HB 20 reimbursed approximately
$18 million a year. SEN. HARP asked Mr. Robinson if the $18
million stays consistent. Mr. Robinson said it was a smaller
number to begin with but it increased as mill levies increased
over the years. He commented in 1993, a bill was passed capping
the reimbursement. Mr. Robinson affirmed the fund is currently
at $18 million.

Closing by Sponsor:

SEN. FORRESTER stated he was quoted in the Billings Gazette in
1992 as wanting to reduce personal property tax. He acknowledged
SB 413 is an honest attempt to reduce taxes beginning next year.
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SEN. FORRESTER commented SB 413 gives a mechanism for refunding
money to the counties helping business now.

{Tape: 1; Side: B; Comments: Tape Turned)

HEARING ON SB 417

Opening Statement by Sponsor:

SEN. THOMAS KEATING, SD 5, Billings, affirmed SB 417 deals with a
reduction of the personal property tax in class 8 only. He
presented schedules of property taxes in various classes.

EXHIBIT 4 and EXHIBIT 5. He discussed the exhibits demonstrating
the proposed reimbursements for all taxing jurisdictions. SEN.
KEATING commented the reason for offering this proposal evolves
from study after study revealing personal property taxes are a
deterrent to economic growth. He stressed the means of
production should never be taxed. The axiom of taxing production
is, if one wants less of something, tax it, if one wants more of
something, subsidize it. SEN. KEATING stated the purpose of a
tax is to provide the taxpayer with a service that he can’t
provide for himself. He acknowledged the individual who receives
the services is the individual who lives in the residential area.
He summarized by stating the purpose of the bill is to reduce the
burden of personal property on the means of production. SEN.
KEATING stated SB 417 will help the counties in the long run
explaining they won’t be losing money because the tax base will
be restored with a larger tax base.

Proponents’ Testimony:

Mick Robinson, Director, Department of Revenue (DOR), attested SB
417 is presented at the request of the Governor. Mr. Robinson
presented EXHIBIT 6 (a handout titled, "Effective Personal
Property Tax Rates for Selected Cities). He used the handout to
demonstrate how this particular bill works to project movement
from 9% to 6% over a period of years to reduce the tax rate in
Montana cities listed in the handout (SEE EXHIBIT 6). He stated
this movement will make Montana cities more competitive. Mr.
Robinson reported Page 6 of the bill recommends that a Advisory
Committee be appointed to review local government finances in the
State of Montana.

Dennis Burr, Montana Taxpayers Association, thanked SEN. KEATING
for bringing this proposal forward. He voiced concern with the
starting date because it gives local government another
legislative session to kill the bill before it is implemented.
Mr. Burr hoped the starting date could be in this biennium rather
than the next. He presented an article in regard to Montana
business tax problems. EXHIBIT 7. He suggested the block grant
program from the previous bill be considered even with the 9.87
reduction in this bill.
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SEN. LARRY TVEIT commented there is a need to send the signal out
of Helena that the legislature will do something about high
taxes. He stated SB 417 is a good start. He asked the committee
to move the starting date to 1996 instead of 1997 because it is a
priority. SEN. TVEIT remarked he anticipates the committee will
look favorably on this bill with some minor alterations.

Don Allen, Montana Wood Products Association, commented for the
reasons outlined in his testimony on SB 413 he trusts the
committee will give this bill a do pass.

Robert White, Bozeman Area Chamber of Commerce, urged support for
SB 417.

David Owen, Montana Chamber of Commerce, said he appreciates the
legislature talking about "when" personal property will be
reduced and not "if". He stated his board wants to know why the
starting date in the bill doesn’t begin sooner.

Jim Mockler, Executive Director, Montana Coal Council, remarked
he hopes the committee will combine SB 413 and SB 417, move the
effective date up, and move forward.

John Youngberg, Montana Farm Bureau, urged support for this bill.
Jim Peterson, Montana Stockgrowers Association, stated he was
asked to speak on behalf of Montana Cattle Women’s Association,

urging support of this bill and to move up the effective date.

Curt Laingen, Montana Motor Carriers Association, urged support
for SB 413 and SB 417.

Russ Ritter, Washington Corporation, said SB 413 and SB 417 is
good solid tax relief and urged support.

Carl Schweitzer commented SB 413 and SB 417 is a move forward.
Charles Brooks, Billings Area Chamber of Commerce, stated he
wants to echo the remarks made in regard to moving the effective

date up. He urged a do pass vote.

Rex Manuel, CENEX Petroleum, went on record in support of this
legislation.

Opponents’ Testimony:

Gordon Morris, Director, Montana Association of Counties (MACo),
referenced written testimony in opposition to the bill from
Sanders County Commissioners and Blaine County Commissioners (SEE
EXHIBIT 1 AND EXHIBIT 2). Mr. Morris submitted written testimony
from Chet Blaylock. EXHIBIT 8. Mr. Morris stated on behalf of
County Commissioners the concept of tax reform is supported and
this bill is a good start. He explained the significant
difference between SB 413 and SB 417 is the number of people who
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signed onto the bill. He strongly encouraged consideration for
the mechanism that is in SEN. FORRESTER’S bill as an alternative
to the one that is in SB 417. Mr. Morris attested probably no
one has taken a look at the term consequences of this bill
relative to the revenues that are going to be impacting local
governments in the State of Montana. He announced he has looked
at this issue, and over the life of this bill through the year
2010 there is a long term commitment in excess of $350 million.
He said the legislature could bond for that obligation through
the year 2000, saving the state money in the long term, and
provide a concession and assurance to local governments that the
money will be there through the years covered under the bill.

Larry Fasbender, City of Great Falls, Cascade County and Cascade

Public Schools, illustrated the impacts of this legislation. He

stated tax shifts will take place and in this case into the
property tax base. He stressed there will be more pressure on

" counties and school districts. Mr. Fasbender urged a do not pass

on this bill.

Alec Hansen, Leagues of Cities and Towns, commented he trusts the
legislature, he just doesn’t have a lot of faith in the Montana
economy. He stated this is an honest proposal and no where in
this bill does he find the word "forever". He said it is a good
idea for the committee to look at the possibility of combining
the proposal in SEN. FORRESTER’S bill into SB 417.

{Tape: 2; Side: a.}

Wayne Stahl, Phillips County, affirmed Montana has a major
problem in its tax structure. He commented the government would
be more efficient if it were decentralized and local control were
given back to the local people. Mr. Stahl acknowledged Eastern
Montana and Phillips County are in a serious financial situation.
He said real estate taxes, not personal property taxes need to be
looked at to do the job saving the state from bankruptcy.

Blake Wordal, Lewis and Clark County Commissioners, affirmed the
Commissioners rise reluctantly in opposition to this bill. He
stated property taxes are unfair, and this is a property tax that
is unfair. He said the need to lower percentage in personal
property taxes is understood, however, they aren’t guite as
optimistic as SEN. KEATING about being able to build the
valuation back up. Mr. Wordal said if the valuation doesn’t
increase over the ten year period, Lewis and Clark County will
lose $5,274,000.00 from this bill. He commented the honesty in
the bill is appreciated.

Nathan Lubergen, Director of Finance and Administrative Services
for the City of Billings, affirmed support for the League of
Cities and Counties position. He offered assistance in revamping
the bill.
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Jim Halverson, Association of 0il, Gas and Coal Counties,
professed support for MACo’s position in opposition to SB 417.

Phil Campbell, Montana Education Association, echoed Eric
Feavor’s comments of opposition.

Terry Minow, Montana Federation of Teachers, testified in
opposition.

Informational Testimony:

None

Questions From Committee Members and Responses:

SEN. STANG asked Mr. Robinson for a copy of the State of
Washington’s report as discussed in his testimony. Mr. Robinson
stated he would prepare a copy for the committee. SEN. STANG
asked Mr. Robinson for a comparison of commercial real property
for the cities listed on the handout he presented (SEE EXHIBIT
6) . Mr. Robinson stated his staff would prepare one. SEN. STANG
voiced concern with testimony in regard to a tax shift in the
school systems. SEN. STANG asked Mr. Robinson if taxes are being
shifted from businesses to individual homeowners. Mr. Robinson
explained if the reimbursement is continued, the shift won’t
occur. He acknowledged in this particular bill there is a phase
out of reimbursement. He reported the Governor is concerned with
the impact this could have on the funding of local government and
schools and care must be taken in this area to determine what is
the proper way to deal with this matter. He acknowledged this is
the reason for the advisory committee.

SEN. MACK COLE asked Mr. Robinson for the pros and cons in regard
to bonding as mentioned by Mr. Morris. Mr. Robinson said he had
a discussion with Mr. Morris about the bonding issue and passed
on the information to Dave Lewis, Budget Director. He stated Mr.
Morris’ concern is the risk local government has in terms of the
dollar amount.

SEN. DOROTHY ECK asked SEN. KEATING why the impact on schools is
excluded. SEN. KEATING commented schools are a taxing
jurisdiction and refunds will flow to the school districts. SEN.
ECK stated schools aren’t included in the advisory committee and
asked why. SEN. KEATING asked Judy Paynter to please respond.
Ms. Paynter said city and county government financing is
different from school financing. She acknowledged there are
people who have expertise in school financing, but there is not a
focal point for anyone to deal with city and county finances.

She attested they are both complex topics and difficult to handle
at the same time.

SEN. FRED VAN VALKENBURG commented Missoula County has the
highest mill levy in the state, yet it has the second highest
amount of business equipment. SEN. VAN VALKENBURG stated
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Missoula County has one of the highest growth rates in the state,
much the same as Flathead and Gallatin Counties. He asked SEN.
KEATING why growth in business equipment is happening in counties
with very high effective taxes and no growth in counties with
much lower taxes. SEN. KEATING stated no single item is neither
an impediment or determinant for decisions that are made in
business. He said the bottom line is profitability. SEN.
KEATING said the fact is, there has been a shift of businesses
from this state to other states for several reasons, among those
and high on the list is property taxes.

Closing by Sponsor:

SEN. KEATING remarked he has been tracking the cost of education
for the last six or seven years on a per student basis and
obtained the total expenditure report from each school district
from the Office of Public Instruction. He explained the last
expenditure report from 1994, indicated the cost per student was
$6,170.00 per student across the State of Montana. SEN. KEATING
commented the growth in schools on a per student average has gone
up every year. He stated the opponents to SB 417 are the
counties and the schools. He acknowledged he understands the
counties concerns because they are frozen at I-105 levels, in
regard to mills, but the schools aren’t frozen. SEN. KEATING
stated this bill is focused on trying to improve the economy.

{Tape: 2; Side: A; Approx. Counter: 34.2.}

EXECUTIVE ACTION ON SB 176

SEN. DELWYN GAGE and SEN. LORENTS GROSFIELD were not in
attendance.

Motion: SEN. JOHN HARP MOVED AMENDMENTS TO SB 176
(sb017601.agp) .

Discussion: SEN. HARP announced he offered this amendment on
January 26, 1995 as a condition that this bill would become law
if the Highway Department didn’t reduce their outstanding
indebtedness by $40 million by December 31, 1995. SEN. HARP
stated by reducing the outstanding indebtedness of $40 million on
or before December 31, 1995 the savings would be an average of
$3.3 million per year and the debt service for an 8 year period
of time, 2004, would save almost $27 million.

SEN. ECK asked SEN. HARP if he was aware of the action the
Appropriation Committee is taking on this issue. SEN. HARP
stated, "Yes". SEN. ECK commented the Appropriation Committee
decided to shift the money to local government projects. She
stated if this amendment was passed the money couldn’t be shifted
to local government. SEN. HARP stated that isn’t true because
there is enough money in the reserves to take care of the $40
million indebtedness and the $7.5 million. He commented the
Senate has yet to take a look at the proposal. SEN. HARP
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acknowledged his interest is in the primary system rather than
distribution to local government.

SEN. VAN VALKENBURG announced he opposes the amendment on the
same basis as when the bill was heard. He stated this isn’t a
contingent voidness provision in the same respect that has been
previously dealt with. He explained on other contingent voidness
issues they are tied to a reduction by the legislature in state
spending. SEN. VAN VALKENBURG said this is a disingenuous way of
saying to people that one can vote for a reduction in the fuel
tax, but it really won’'t have any affect because the Department
of Transportation has plans to reduce its debt. He stated if
someone wants to kill the bill, kill it.

SEN. GROSFIELD left his Vote with CHAIRMAN DEVLIN.
Vote: MOTION CARRIED 5 - 3 on roll call vote.

Motion: SEN. HARP MOVED SB 176 BE TABLED. CHAIRMAN DEVLIN
stated the motion is a non-debatable motion.

Discussion: SEN. VAN VALKENBURG said he takes igsue with
CHAIRMAN DEVLIN’S ruling that it is a non-debatable issue.

Motion: SEN. HARP WITHDREW HIS MOTION TO TABLE SB 176.

Discussion: SEN. VAN VALKENBURG stated committee motions have
never been non-debatable in the Senate until this year. He said
this action does a disservice to the committee process. He
commented he doesn’t know why SEN. HARP wanted to amend the bill
and then table it at the same time. SEN. VAN VALKENBURG said the
bill introduced by SEN. JERGESON was designed to deal with the
situation where a great deal of revenue was raised, more than was
intended to be collected when the fuel tax was put into place.

He acknowledged he believes very highly in the highway program in
the state and there is good reason to maintain the highway
program as it currently exists. SEN. VAN VALKENBURG affirmed
this approach has not been an honest approach. He announced if
there was an honest approach to the bill he would oppose the
bill, but he can’t support a motion to table the bill given the
amendment that was put on the bill.

SEN. BARRY "SPOOK" STANG said he has been involved in the highway
program since he has been in the legislature, and has been a
supporter of the concept. He commented letters from his
constituents think the contingent voidness clause is needless.
SEN. STANG said he can’t support a motion to table the bill.

SEN. ECK affirmed she agrees with what SEN. VAN VALKENBURG and
SEN. STANG have said, however, she stated she strongly opposes
the motion to rebate the income tax monies. She commented people
in Montana support the gas tax for highways. SEN. ECK said she
would prefer to see the department be honest in regaxrd to this
bill. She acknowledged she supports the fact that a good deal of
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money will go to streets and roads in Montana cities and
counties.

SEN. HARP said he recalls the hearing on the 26th of January. He
said the comments made by the sponsor of this bill were very
political. SEN. HARP stated the committee realizes if the 5¢ gas
tax was eliminated the legislature would be back here in two
years asking for additional taxes. He said the way the highway
program is presently situated, Montana challenges will be met for
a decade. He explained he has been an advocate of the highway
program as much as anyone has. SEN. HARP declared this bill was
introduced strictly for one reason, and that reason is politics.

Motion/Vote: SEN. HARP MOVED TO TABLE SB 176. MOTION CARRIED
6 - 2 on roll call vote.

EXECUTIVE ACTION ON HB 188

Motion: SEN. COLE MOVED HB 188 BE CONCURRED IN.

Discussion: SEN. STANG stated he is opposed to the %% tax.

Vote: MOTION CARRIED 6 - 1 WITH SEN. STANG VOTING IN OPPOSITION.

ADJOURNMENT

Adjournment: 10:58 a.m.

Z T4
RE J. PODELL, Secretary

GD/rp
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SENATE STANDING COMMITTEE REPORT

Page 1 of 1
March 9, 1995

MR. PRESIDENT:
We, your committee on Taxation having had under consideration
HB 188 (third readlng copy -- blue), respectfully report that HB

188 be concurred 'in. z/
Signed: /Aéé%i7 ,(7/:( \vﬂq

Senator Gerry Devlin, Chair
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Senate Taxatlon Committes
Benator Cerry Devlin, Chairman
Captiol Building

Helena, MT 598620

Deayr 8iy:

Regarding House Eill 413 and Houss Bill 417, sSanders County Commigsioners are in
favor of any coonomic stimulotion a tax percentage cut may bring to ocuwr
busineuses, But, ths problem wa have with this concept is that {f the business
vconomy does nol rejuvenate, there has been no fail-safe mechanism added to
these bills to insure that our County and our schools are not drastically
impacted, Our local goveyrnment is somawhat of a *husiness® also and if a good
portion of thu revenues ‘Lv us are cut, we will not be able to maintain our
bus!ness.

Therc is no way for Sanders County to be i1wimbursed 1f wu do luse & pubstantial
amount of revenua becaume the husiness economy in our County is not stimulated
by Lhowo Lax cuts.

This may be another “cut™ that our local governmant can i1l affora.

Sincaraly,

BOARD OF COUNTY COMMIRRTONRRE
S8anders County, Mountana

Qf\O'Q- 6(“0&"\ i e . A e A - ¢ S T, . - -
Carol Brooker, Member
Postdt* Fax Note 7671 [Dowe ol
~ AL rom Slhoee
Co et Tco.
[Phone ¢ Mlizz.. izz? 7
o ) ]
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BLAINE COUNTY

Chinook, Montona 59523

Good Morning!
TO: Senator Devlin & Senate Taxation Committee Membars
"RE: House Bills 413 & 417

Blaine County supports the concept of both billa. We realize
there is a potential of increased spending that will boost our
economy.

Yet on both bills, we need more security on replacing the
lost revenues. The increase in revenue from additional spending
vill by no means replace the revennes the county will be losing.

Ip closing, we urge you to consider some lopg range :naranteed
funding (like forever) . for lost revemue to the counties. If this
cannot. happen, we would like you to vote KO on both bills.

Thank you. :

Keith L. Benson, Chairman

7, .. g
Curtis C. Moxley, C s

i :
Arthur Kleinjan,




SCHOTE TAXATION

COUNTY OF HILL 77;3%7 (275

aob v,

STATE OF MONTANA Ll 0. D L1 T

Havre, Montana 59501

Lloyd Wolery, Chairman
Nora Nelson, Commissioner

Kathy Bessette, Commissioner

March 8, 1995 [406]265-5481 Ext. 27

Senate Taxation Committee
RE: Senate Bill 417
Dear Members of the Taxation Committee,

We are writing in opposition to SB-417. Hill County would lose
$1,513,022.00 in taxable valuation (over $504,000.00 each year for
three years). We are promised a reimbursement from the state but
those dollars would end after three years. If the money is not
appropriated, we will never see any reimbursement. How will local
governments make up the difference? We can't provide necessary
services on promises alone.

An argument in favor of this bill is that it would provide an
incentive for purchasing but we don't see that happening. We feel
rural counties would be devastated by this bill since a large
percentage of business equipment is agricultural owned in these
counties. We all know that agriculture is under much stress and
the outlook is grim for the future.

Please vote against SB-417.

Sincerely,

Lloyd Wdlery, Chairman

?Z/;,/ Wﬁfé@wx

Nora_Nelson ~—

Kathy Bedkette
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Effective Personal Property Tax Rates for Selected Cities

Qut-of-State Cities

Bismark, ND 0.00%
Rapid City, SD 0.00%
Casper, WY-Commercial 0.76%
Casper, WY-Industrial 0.92%
Reno, NV 1.14%
Spokane, WA 1.58%
Qdgen, UT 1.89%
Boise, ID 231% |
Salem, OR 2.39% !
Boulder, CO 2.44%

Montana Cities ;
Great Falls 3.84%
Billings 3.86% |
Bozeman 4.06% |
Helena 4.07%
Butte 431%
Kalispell 4.44%
Missoula 5.08%

g:\123\property\pp_west.wk4
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commercial real estate, Corning is a prime mover of deals both

large nd sm- 1l — and he is bullish on Billings’ economic future.
Comning gives insight into the new generation of business

Photo by Kyle Brehm
Developer Steve Corning boosts opportunity in Billings with
large and small retail spaces available.

At the big end of Corning’s business spectrum is 1he
Marketplace, home (o retail giants Walmart, Toys R Us and Eagle
Hardware. At the other end of the spectrum are small neighbor-
hood commercial centers and mini malls such at the one at the
intersection of Rehberg and Grand.

Coming operates as a broker and developer rather than as an
owner of property. “We typically put together an equity group of
strong, capable partners who can weather the ups and downs of
business cycles. Then we go out and develop the property and
operate it as the managing general partner.”

With 25 properties in operation and new projects developing at
the rate of two to three per year, Comning’s success springs from
two sources within himself.

First was his vision during the energy-induced economic slump
of the 1980’s that Billings eventually would prosper again. The
second 1s his ability to discern opportunity in situations where
change is just beginning to affect people and their needs.

Take North 27th St. for instance. Until Corning looked at it, the
six-block area between downtown and Poly Drive had languished
commercially as a side street to the medical corridor. Everybody
could see that.
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Shepherd stainless
begins production of
hi-tech furnaces

Contributed by Ron Moody

ilicon Valley will meet the Rockies at Billings if two

Montana entrepreneurs are successful in marketing a
new invention intended to save computer manufacturers
millions each year.

The steelwork of a newly invented cleaner of quartz- -lined
furnaces—used to make computer chip wafers—will be man-
ufactured in Billings at Shepherd Stainless, 205 N. 16th St,
according to owner Stan Swenson.

Full production of the $100,000 units will create 20 or
more jobs in Billings and another 20 to 30 jobs at a new
assembly facility in Powell, WY, according to inventor John

L Continued on page 4 )
Western Business BULK RATE
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Bill Ballard - A MAJ OR on the ]

Photo by Kyle Brehm

Bill Ballard melds strong industry experience and love of

doing business in his leadership of Ballard & Associates.

Contributes

Gentlems
10 retire,” B)
Billings bus;
1992, now «
formed by B
1o Equitab
Resource
Energ
Company
Pittsburgh
1987.

Peers
Balcron a
elsewhere
the indus
are quick to
for the busi

Accordt
attained a |
modestly g
ly spiking |
that have s
nisky price

In parti
this area. A
Petroleum
Economic
the states’
the states’

They s
is expecte



WESTERN BUSINESS s

1l

MARCH 1995

Shepherd « Continued from page 1
Albrecht, president of CVD System Cleaners.

After five years of research and development
partnership with CVD, Shepherd Stainless has
completed prototype models with the first produc-
tion units now under construction, Swenson said.
“John has had standing orders for units 5 through
20 for sometime. Now we’re gerting orders for the
first units and we're ready to roll.”

Swenson said he already has purchased state-
of-the-art steel working equipment needed to build
the CVD cleaner.

The device Albrecht invented is actually a high-
tech vacuum cleaner, he explained. It uses a sudden
temperature change of thousands of degrees com-
bined with a 600 mph air suction to remove micro-
scopic flecks of silicon from the inner surfaces of
the furnace.

The market is waiting for his better mousetrap,
according to Albrecht. “Right now, major comput-
er wafer plants must shut down about every two
weeks to clean their furnaces. Their down time
costs them about $10,000 per hour, and the current
processes take 24 to 36 hours.”

His cleaner will do the same job in 15 minutes
with a two-hour shut-down, Albrecht claims.

Other benefits include eliminating use of toxic
acids as cleaners. “These are dangerous to the

Photo by Ron Mooay
Stan Swenson, Shepherd Stainless, and John
Albrecht, CVD System Cleaners, look over a
partly assembled furnace cleaner.

workers and create environmentally hazardous
wastes,” Albrecht said. “My cleaner produces haif
a cup of beach sand (silicon) a year as waste.”
Albrecht estimates his market to be 32 to 35
million this year, $20 million next year and 340
million per year after that. “We have the interest of
every major U.S. computer manufacturer. And we
have orders from Germany and Scotland,” he said.
CVD came to be located in Montana because
the 34-year-old Albrecht is a Kalispell native. He
graduated from Montana State in 1983 with a
degree in Industrial Management and Engineering.
Albrecht worked several years with a major
computer company after college before losing his

ACCIDENTS DO HAPPEN

Computers can be replaced overnight.

Now, so can data.
|y

Lightning strikes. Buildings
i Burn. Thieves steal.

-

-

Employees Sabotage. You can
get a new computer tomorrow.

But, how long would it take you to

job in a downsizing. During that time he worked cu
the manufacturing challenge presented by the fu:-
naces with no success. “Ten years later | was teach s
ing high school in Polson when the idea dawned -
me.” he said.

Albrecht came to Billings because of Shephera
Stainless, he said. “After [ had my patent, I started™
searching for a fabricator who could do this quali- -
ty of work. What [ found was that Shepherd
Stainless is as good as the best stainless steel shops,,
in Seattle, Minneapolis or Denver — and they are
a lot closer.”

Shepherd Stainless is a 20-year-old local com-
pany that Stan took over from his father, Frankus
Swenson, four years ago. He operates as a family -
business with his wife, Jan. Their traditional mar-
ket has been custom-made stainless equipment for
restaurants and other commercial projects.

He has branched out into brass and copper fix-
tres. Swenson said. But light-gauge stainless is
stll his mainstay. His products range from as smali
as a stove hood up to steel-lined olympic size
swimming poolis.

Albrecht begins manufacturing at the end of a
long entrepreneunial journey. He went back to se
MSU for help with his design and then to Austin.
TX for testing at SEMATECH. the government-
electronics industry consortium. “SEMATECH
actually is one of the few govemment programs
that really work for business,” Albrecht said.

The inventor came back to Montana to start
raising venture capital and he is currendy financed
by private investors.

After SEMATECH his regulatory road became
rockier until he discovered Powell, WY. There state
and local government helped him with tax breaks s
and access to a business incubator.

Actually the only reason he stiil has 2 Montana
connection in his business is because of Shepherd
Stainless. *“The Montana work comp rates and the #
business property tax rates here raise a solid barri-
er to keep new business out.” he said.

THERE'S A DIFFERENCE!!!

AUBBER STAIIP :

1) Free Logos/Art for your stamps

2) Your satisfacion GUARANTEED

3) 34 years advertising/layout/art
experience

4) Free Delivery on $20+ orders

5) Repairs/Parts, all makes of stamps

6} EZ parking (across from Frontier Chev)

7) Ask for our free Price List

8) Notary, engineering Seals

9} I aminating s



Members of the House Taxation Committee: bs %\L\

S.B. 417 reduces personal property taxes from 9% to 6%. If enacted and
signed by the Governor, the loss to local governments and schools will be $66
‘million per biennium in 13 years. It will begin a process of economic
strangulation for the counties and communities of Montana.

As written, it anesthetizes the pain that will eventually flower full force for
Montana citizens in 2010. In that year, unless the enormous losses are
replaced by other taxes at the local level (which will not happen if 1 105
remains intact), such vital services as police, fire and public schools will
shrivel to impotence.

The statement made by the author as reported that, "The trend (downward) is
an incentive to investment and should increase real and personal property
taxes through growth," is the same scam that was sold to the American
people at the national level in 1981.

The rationale offered then was the proposal to cut taxes $450 billion which
would be made up by a great flowering of increased business investment.
We were told that so much extra revenue would come in that we could
increase defense spending by $1 trillion 600 billion and the budget would be
balanced in 1984. We are now $4 1/2 trillion in debt.

The hoped-for economic growth, as stated by this bill's author, if any happens
at all, will be pathetically inadequate to replace the $66 million biennial loss
at the local level.
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61et Blaéo/fg/m%
502 3rd Avenue

Laurel, MT 59044
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