
MINUTES 

MONTANA SENATE 
55th LEGISLATURE - REGULAR SESSION 

COMMITTEE ON LOCAL GOVERNMENT 

Call to Order: By CHAIRMAN THOMAS A."TOM" BECK, on January 9, 
1997, at 1:00 p.m., in Room 405. 

ROLL CALL 

Members Present: 
Sen. Thomas A. "Tom" Beck, Chairman (R) 
Sen. Mike Sprague, Vice Chairman (R) 
Sen. Dorothy Eck (D) 
Sen. Sharon Estrada (R) 
Sen. Wm. E. "Bill" Glaser (R) 
Sen. Don Hargrove (R) 
Sen. John "J.D." Lynch (D) 
Sen. Walter L. McNutt (R) 

Members Excused: Sen. Fred R. Van Valkenburg (D) 

Members Absent: None 

Staff Present: Martha Colhoun, Legislative Services Division 
Jodi Jones, Committee Secretary 

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

Committee Business Summary: 
HEARING(S) & DATE(S) POSTED: SB 27 Posted: 12/30/96 

Executive Action: None 

HEARING ON SB 27 

Sponsor: SENATOR TOM KEATING, SD 5, BILLINGS. 

Proponents: 

Mike Mathew, Montana Association of Counties. 
Gordon Morris, Montana Association of Counties. 

Opponents: None 

Opening Statement by Sponsor: 

SENATOR THOMAS KEATING, SD 5, Billings, presented SB 27. The bill 
is primarily for the major counties and allows the counties to be 
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able to borrow money based on their tax value without having to 
go to the people for a vote. 

{Tape: 1; Side: A; Approx. Time Count: 1:02 p.m.; Comments: .J 

Proponents' Testimony: 

Mike Mathew, Montana Association of Counties, spoke in favor of 
SB 27. One of the problems with statutory caps is that inflation 
can cause them to be ineffective. Right now counties have a 
borrowing statutory cap of $500,000 without the vote of the 
people. However, every county doesn't have the same capacity to 
pay back borrowed monies. Counties with large taxable valuations 
can borrow the maximum amount and still pay back those borrowed 
monies in a reasonable time limit. Other counties don't have this 
borrowing ability and the $500,000 cap is more than enough. Those 
with a tax value under $50 Million should still have the $500,000 
cap. However, Mike Mathew requested a step up of $750,000 for 
those with a tax value between $50 and $100 Million. And counties 
with over $100 Million in tax value, the borrowing cap would go 
to $1 Million. The MT. Association of Counties would like to add 
an amendment to SB 27. They suggested amending 7-7-2101 that 
deals with the percentage of debt that a county can incur. It 
also references that the total indebtedness for a single purpose 
cannot exceed $500,000. They would like this statute changed to 
comply with the above suggestions for the counties. 

Gordon Morris, director of Montana Association of Counties, also 
asked for favorable consideration of SB 27. 

{Tape: 1; Side: A; Approx. Time Count: 1:07 p.m.; Comments: .J 

Opponents' Testimony: None 

Questions From Committee Members and Responses: 

SENATOR MIKE SPRAGUE asked for a reading of the section 7-7-2101 
that will be amended. CHAIRMAN TOM BECK discussed 7-7-2101 in 
saying that the county may not incur debt or liability in any 
single amount exceeding $500,000. SENATOR KEATING also pointed 
out that it is not hard to come up with a million dollar project 
in which the county is forced to borrow money. The borrowing 
limit is quite restrictive as the county can currently only 
borrow $500,000 on one single project. 

Mike Mathew, MT Association of Counties, agreed that section 7-7-
2101 should be amended. Currently a county can borrow up to a 
million total, but only $500,000 on a single project each time. 
But if a county has a taxable valuation of more than $100 
Million, then that borrowing power could be up to $1 Million for 
each single project. 
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SENATOR SHARON ESTRADA asked for a clarification of how much 
money each county would get based on their taxable valuation. 
Mike Mathew said that currently the $500,000 cap exists for all 
counties. However, counties with a taxable value between $50-100 
Million would get a $750,000 borrowing capacity and counties with 
over $100 Million taxable value would have a $1 Million borrowing 
capacity. 

SENATOR ESTRADA asked how long the $500,000 cap has been in 
place. Gordon Morris, MT Association of Counties, stated that in 
1991 it was amended from $10,000 to $500,000. 

{Tape: 1; Side: A; Approx. Time Count: 1:14 p.m.; Comments: .J 

SENATOR SPRAGUE asked Gordon Morris to illustrate the counties 
that have the $50 Million, $100 Million and over $100 Million tax 
value limit. Counties that have over $100 Million taxable value 
include: Yellowstone and Rosebud. Counties with over $50 Million 
include: Flathead, Missoula, Gallatin, Cascade, and Lewis and 
Clark. The rest are all below the $50 Million taxable value. 

CHAIRMAN BECK asked the question that based on a county's tax 
value that the county cannot exceed 23 percent of that tax value. 
An example is a county can borrow up to $23 Million in a $100 
Million tax value county. Gordon Morris stated that this question 
was correct. 

CHARIMAN BECK asked if there was any limit on the payback on 
borrowed monies. Gordon Morris stated that these monies have to 
be paid back within 5 years. 

SENATOR SPRAGUE asked for a worse case scenario In which a county 
could not pay back that 23 percent and how does a county 
determine its ability to repay? Gordon Morris replied that there 
is only one form of indebtedness that would specifically apply to 
the 23 percent provision in the code. General obligation debt, 
would have to be approved by the voters prior to going into the 
debt with a funding provision attached. CHAIRMAN BECK also asked 
that if a county borrows $10 Million and they can't pay the 
deficit then the county has to go back to the voters for a mill 
levy to repay that debt. Gordon Morris stated that the maximum a 
county could borrow would be $1 Million without voter approval 
under this bill. CHAIRMAN BECK understood that it was 23 percent 
of the $100 Million tax value. Gordon Morris explained that the 
23 percent was the limitation on the aggregate debt limit on the 
county for all purposes not for the legislation that SB 27 is 
proposing. 

SENATOR SPRAGUE asked about the trade port in Yellowstone county 
and could both areas borrow a million dollars in the trade port. 
Gordon Morris stated that the legislation in SB 27 provides 
solely to the counties and that trade ports are in a totally 
different area. 
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CHAIRMAN BECK asked if the interest rate on borrowed monies is 
similar to a general municipal bond? Gordon Morris said the 
interest would probably be variable and that counties could get 
inter-cap financing from year to year. 

{Tape: 1; Side: A; Approx. Time Count: 1:23 p.m.; Comments: .} 

Closing by Sponsor: 

SENATOR KEATING closed and gave a recommendation for the 
Legislative Council and Gordon Morris to work on the amendment. 
He also asked that an interested party on the committee carry the 
amendment in executive session. He recommended the bill passed as 
amended. 

{Tape: 1; Side: A; Approx. Time Count: 1:25 p.m.; Comments: .J 

EXECUTIVE ACTION ON SB 27 

Discussion: 

SENATOR BECK asked if the committee could hold off on executive 
action on SB 27 until the next meeting to make sure the codes are 
correct in the bill. 
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Adjournment: 1:27 p.m. 

TB/jj 
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ADJOURNMENT 

J I JONES, Secretary 
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