
HOUSE TAXATION COMMITTEE 

4 6 t h  LEGISLATURE 

The House Taxa t ion  Committee was c a l l e d  t o  o r d e r  by Chairman Herb Huennekens 
on A p r i l  7 ,  1979,  a t  8:30 a . m . ,  i n  Room 434, C a p i t o l  Bui ld ing .  R e p r e s e n t a t i v e s  
Fagg and Johnson were a b s e n t  and R e p r e s e n t a t i v e s  Robbins and W i l l i a m s  were 
excused.  The s t a f f  a t t o r n e y  Randy McDonald was p r e s e n t .  

B i l l s  t o  be  h e a r d  were SEs 195,  234 and 235. Also HJR 66. 

S e n a t o r  George McCall.um, D i s t r i c t  #1.2, P l a i n s ,  c h i e f  sponsor  of SBs 234 and 235, 
which a u t h o r i z e s  a  county o r  m u n i c i p a l i t y  t o  exceed m i l l  l e v y  l i m i t s  i f  approved 
by a  m a j o r i t y  o f  t h e  e l e c t o r s .  The b i l l  had s a i d  g e n e r a l  e l e c t i o n  b u t  went back 

t o  t h e  p r imary  e l e c t i o n .  Th is  would h e l p  them set t h e  budget  
SENATE BILL i n  October  i f  t h e y  knew of i ts  approva l .  The county government 

does  n o t  have much f l e x i b i l i t y  t o  r a i s e  a d d i t i o n a l  money. More 
234 and 235 money may be needed f o r  r o a d s ,  h o s p i t a l ,  o r  some o t h e r  emergency 

a r e a .  The m i l l  l e v y  can o n l y  be imposed f o r  two y e a r s .  He 
s a i d  t h e  f i s c a l  n o t e  is based  on  assumptions .  They assume 4 1  
c o u n t i e s  would u s e  t h e  p r o v i s i o n  and 75% o f  t h e  c o u n t i e s  w i l l  

g e t  t h e  p e r m i s s i o n  from t h e i r  v o t e r s  t o  exceed t h e i r  m i l l  l e v y .  It can o n l y  
b e  imposed f o r  two y e a r s .  SB 234 does  t h i s  f o r  t h e  county and SB 235 f o r  t h e  
m u n i c i p a l i t y .  H e  s a i d  t h i s  g i v e s  t h e  county and t h e  c i t y  more f l e x i b i l i t y  i f  
t h e y  need money and i f  t h e  p e o p l e  f e e l  it i s  j u s t i f i e d  t h e y  w i l l  v o t e  it  i n .  

Dean Zinnecker ,  r e p r e s e n t i n g  t h e  c o u n t i e s ,  s a i d  t h e y  s u p p o r t  t h i s  t y p e  of 
l e g i s l a t i o n  a s  it g i v e s  them some f l e x i b i l i t y  a t  t h e  l o c a l  l e v e l ,  a s  long  a s  
t h e  l e g i s l a t u r e  does  n o t  u s e  t h i s  a s  a  reason  t o  bypass  t h e i r  o b l i g a t i o n s .  

Ed Nelson,  Montana Taxpayers A s s o c i a t i o n ,  f e l t  t h e s e  b i l l s  o f f e r  a, r e a s o n a b l e  
and  f l e x i b l e  way of  s o l v i n g  some f i s c a l  problems f o r  c o u n t i e s  and c i t i e s .  

Dan Mizner,  League o f  C i t i e s  and Towns, spoke i n  s u p p o r t  of t h e  b i l l .  He 
s a i d  S B  235 t a k e s  o f f  t h e  l i m i t a t i o n  t h a t  h a s  been on t h e  c i t i e s  f o r  a  l o n g  
t i m e .  

There  were no opponents .  

I n  answer t o  a  q u e s t i o n  S e n a t o r  McCal-lum s a i d  t h e y  s e t  it f o r  two y e a r s  as 
t h a t  i s  when t h e r e  a r e  e l e c t i o n s - - d i d  n o t  f e e l  a  s p e c i a l  e l e c t i o n  shou ld  b e  
c a l l e d .  There  cou ld  o n l y  be  one o f  t h e s e  drawn up a t  a  t ime .  

Rep. Nordtvedt  asked i f  it would b e  t h e  m a j o r i t y  o f  t h o s e  v o t i n g  o r  t h e  
m a j o r i t y  o f  e l e c t o r s  t h a t  would approve t h e  l e v y .  The answer was t h e  m a j o r i t y  
of q u a l i f i e d  e l e c t o r s .  

S e n a t o r  Wil l iam R. Lowe, D i s t r i c t  #33,  c h i e f  sponsor  o f  SB 195,  s a i d  t h e  b i l l  
is  a b o u t  i n d u s t r i a l  development bonds.  I t  p r o v i d e s  t h e  t a x  i n c e n t i v e  methods 

by which c o u n t i e s  and m u n i c i p a l i t i e s  may encourage b u s i n e s s .  
SENATE BILL He s a i d  t h e s e  t a x  i n c e n t i v e  methods have become v e r y  wide i n  

t h e i r  a p p l i c a t i o n  and a t  t i m e s  o v e r  and above t h e  i n t e n t .  
195 The purpose  o f  t h e  b i l l  i s  t o  f i x  some g u i d e l i n e s  o r  some 
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c r i t e r i a  f o r  t h e  governing b o d i e s  t o  use  i n  g r a n t i n g  t h e s e  bonds.  I f  t h e s e  
c o n t i n u e  t o  p r o l i f e r a t e  a  whole new t a x  l e v e l  w i l l  be  c r e a t e d .  Th is  l o s s  
o f  t a x  b a s e  is becoming d i s t u r b i n g  t o  t h e  f e d e r a l  government. The bonds 
s h o u l d  o n l y  be  g r a n t e d  f o r  p r o j e c t s  t h a t  w i l l  be  an  extreme economic b e n e f i t  
t o  an a r e a ,  and w i l l  n o t  s u b s t a n t i a l l y  harm e x i s t i n g  i n d u s t r y  i n  t h e  a r e a .  
T h i s  b i l l  i s  b a d l y  needed and w i l l  g i v e  t h e  g r a n t i n g  b o d i e s  a d e f i n i t i o n  
t h e y  can  u s e  i n  c o u r t .  He l e f t  a  sugges ted  amendment which w i l l  exc lude  a l r e a d y  
g r a n t e d  p r o j e c t s  . 
Tom H a r r i s o n ,  D.A.  Davidson, s a i d  t h e y  a r e  o b v i o u s l y  concerned a s  it a d v e r s e l y  
a f f e c t s  t h e  i s s u i n g  and s e l l i n g  o f  i n d u s t r i a l  revenue bonds.  He f e l t  t h e  o n l y  
k i n d  o f  p r o j e c t  t h a t  would q u a l i f y  under t h i s  b i l l  is  a  unique one--one t h a t  
i s  u n l i k e  any other--and h e  d i d n ' t  f e e l  t h i s  w a s  t h e  i n t e n t  o f  t h e  s t a t u t e  t h a t  
e s t a b l i s h e d  t h e  bonds.  I n  a  c a p i t a l  poor  s t a t e  we want t o  encourage c a p i t a l  
inves tment .  Time of h i g h  in f la t ion- - seems  l i k e  t h i s  b i l l  is going c o u n t e r  
p r o d u c t i v e  o f  what t h e  s t a t e  i s  t r y i n g  t o  do.  He s a i d  it i s n ' t  a wide open 
door  a s  t h e  p r o j e c t  can  be  t u r n e d  down by t h e  l o c a l  o f f i c i a l s .  He urged t h e  
b i l l  be k i l l e d .  

A 1  Thelen,  C i t y  o f  Helena., spoke n e x t  i n  o p p o s i t i o n  and a copy o f  h i s  t e s t imony  
i s  a t t a c h e d  t o  t h e  minu tes .  

Royal Johnson,  C i t y  o f  B i l l i n g s ,  spoke i n  o p p o s i t i o n .  He s a i d  t h e  b i l l  came 
a b o u t  because  o f  a  s p e c i f i c  i n s t a n c e  i n  B i l l i n g s .  The Denver Dry came i n  and 
complied w i t h  a l l  t h e  l a w s  of t h e  i n d u s t r i a l  revenue bonds b u t  some of t h e  
downtown p e o p l e  took e x c e p t i o n  t o  t h i s .  He s a i d  t h e  law shou ld  n o t  be  changed 
because  o f  s p e c i f i c  i n s t a n c e s  l i k e  t h i s .  He s a i d  a l l  t h e  money (3  m i l l i o n  d o l l a r s )  
came from New York and n o t  a  d o l l a r  from t h e  s t a t e  o f  Montana. The govern ing  
body f e l t  it was a  v iable ,  workable  p r o j e c t .  

Tom Honzel,  Montana ~ s s o c i a t i o n  o f  R e a l t o r s ,  o b j e c t e d  e s p e c i a l l y  t o  sub  3 ( c ) ,  
page 2 ,  l i n e s  1-20. He s a i d  t h e  language i s  ex t remely  broad.  He s a i d  l awyers  
l o v e  t e rms  l i k e  " v i a b l e  e n t e r p r i s e . "  He s a i d  it wouldn" be  good f o r  t h e  gen- 
e r a l  economy o f  o u r  communities.  

Dan Mizner,  League o f  C i t i e s  and Towns, s a i d  t h e y  do have a need f o r  i n d u s t r i a l  
bonds.  He f e a r e d  some o f  t h e  p r o c e s s e s  a l r e a d y  s t a r t e d  would be e l i m i n a t e d  by 
t h i s  b i l l ,  s o  h e  r e q u e s t e d  i f  t h e  b i l l  p a s s e s  t o  change t h e  d a t e  of implementa- 
tion t o  J a n u a r y  1, 1980. 

Dean Zinnecker ,  A s s o c i a t i o n  of C o u n t i e s ,  s a i d  i n  sub 3, page 2 ,  t h e  govern ing  
body is mandated t o  p u b l i s h  something t h a t  t h e  newspaper i s  f u l l y  aware of and 
shou ld  p i c k  up on t h e i r  own. The govern ing  body shou ld  i s s u e  a  p r e s s  r e l e a s e  
b u t  i f  you mandate a  t h i n g  l i k e  t h i s  it r a i s e s  t h e  c o s t  t o  t h e  county.  

R e p r e s e n t a t i v e  Harold Gerke,  Speaker  of t h e  House, s a i d  he r i s e s  r a t h e r  r e l u c -  
t a n t l y  t o  oppose t h e  b i l l .  He s a i d  h e  was among t h e  group t o  g e t  i n d u s t r i a l  
revenue bonds on t h e  books and c a n ' t  s t a n d  by and watch it go down t h e  d r a i n ,  
which he  t h o u g h t  would happen i f  t h i s  b i l l  were t o  p a s s .  Revenue bonds have 
s e r v e d  a  r e a l l y  good purpose  and have p rov ided  jobs  f o r  a  l o t  of p e o p l e  because  
t h e  c a p i t a l  w a s n ' t  a v a i l a b l e  th rough  any o t h e r  way. Local  governments and  
county commissioners have a l l  t h e  r i g h t s  t h e y  need and have a l l  t h e  r i g h t s  
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p o i n t e d  o u t  i n  t h i s  b i l l .  They d o n ' t  need any more a u t h o r i t y .  

S e n a t o r  Lowe i n  c l o s i n q  s a i d  you have heard  from a l l  t h e  peop le  who d o n ' t  want 
t o  be r e g u l a t e d .  We a r e  t a l k i n g  abou t  c a p i t a l  exemptions and one o f  t h e  f i r s t  
went t o  Denver Dry. Denver Dry announced b e f o r e  they  would come whether  t h e y  
g o t  t h e  bond o r  n o t .  Why d i d  t h e  c i t y  g r a n t  them t h i s  advan tage  as opposed t o  
some o t h e r  i n d u s t r y  t h a t  i s  t r y i n g  hard  t o  s u b s i s t ?  T h i s  is  t r y i n g  t o  keep o u r  
l o c a l  o f f i c i a l s  from p l a y i n g  t h e  r o l e  o f  God. They shou ld  have a few g u i d e l i n e s  
on how t h e y  shou ld  d e c i d e  i f  Denver Dry shou ld  run  Har t  Albin  o u t  o f  b u s i n e s s .  
With t h i s  b i l l  t h e y  must demons t ra te  t h e  i n d u s t r y  r e c e i v i n g  t h e  bond i s  go ing  
t o  c r e a t e  employment and n o t  j u s t  a n o t h e r  empty b u i l d i n g - - i t  h a s  t o  b e  a  b u s i n e s s  
t h a t  is good f o r  t h e  s t a t e .  

During q u e s t i o n s  Rep. S i v e r t s e n  asked  i f  M r .  Har r i son  c o n s i d e r e d  it p r o p e r  t o  
h e l p  one b u s i n e s s  and o t h e r s  a r e  s e l f  s u p p o r t i n g .  M r .  H a r r i s o n  s a i d  t h e  gov- 
e r n i n g  body h a s  t o  c o n s i d e r  t h a t .  C a n ' t  p r o h i b i t  j u s t  because  you d o n ' t  want 
any c o m p e t i t i o n .  

Rep .  S i v e r t s e n  mentioned an  i n c i d e n t  r e l a t i n g  t o  s e c t i o n  1, sub.  1, i n  which 
t h e r e  were p r o t e s t s  and a  h e a r i n g  h e l d .  The p r o j e c t  met a l l  c r i t e r i a  and even 
though t h e r e  were o b j e c t i o n s  t h e  govern ing  body was go ing  t o  i s s u e  the  bond. 

R e p r e s e n t a t i v e  Kenneth Nordtvedt ,  Jr . ,  D i s t r i c t  # 7 7 ,  c h i e f  sponsor  o f  H J R  66, 
s a i d  t h i s  i s  a  r e q u e s t  f o r  a  s t u d y  by t h e  Revenue O v e r s i g h t  Committee. I t  i s  

t o  s t u d y  t r e a t m e n t  of c a p i t a l  g a i n s ,  i n t e r e s t  income and 
H J R  66 expenses ,  and d e p r e c i a t i o n  d e d u c t i o n s  under t h e  income t a x  

s t r u c t u r e  d u r i n g  a  t i m e  o f  s u s t a i n e d  i n f l a t i o n .  

There  were no f u r t h e r  p roponen ts  and no opponents .  

Chairman Huennekens opened t h e  meet ing t o  e x e c u t i v e  a c t i o n  on t h e  f o l l o w i n g  
b i l l s .  

EXECUTIVE SESSION 

HOUSE JOINT RESOLUTION 66 

Rep. Doz ie r  2.ovid t h e  b i l l  do p a s s .  The motion c a r r i e d  unanimously w i t h  t h o s e  
p r e s e n t .  

SENATE BILL 234 

Rep. Dass inger  moved be  concur red  i n .  He f e l t  t h i s  would g i v e  a  l i t t l e  more 
l o c a l  c o n t r o l .  Rep. Doz ie r  s a i d  t h e  b i l l  would n o t  app ly  t o  c h a r t e r e d  m u n i c i p a l i t i e s  
l i k e  B i l l i n g s .  Rep. S i v e r t s e n  s a i d  i f  we b e l i e v e  i n  l o c a l  governmenb we shou ld  
b e  i n  f a v o r  o f  t h i s  b i l l .  

The q u e s t i o n  was c a l l e d  and t h e  motion of BE CONCURRED I N  c a r r i e d  unanimously 
w i t h  t h o s e  p r e s e n t .  
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SENATE BILL 235 

Rep. Dass inger  moved be  concur red  i n .  T h i s  motion c a r r i e d  unanimously w i t h  
t h o s e  p r e s e n t .  

SENATE BILL 195  

Rep. Dozier  moved b e  n o t  concur red  i n .  H e  f e l t  i n d u s t r i a l  revenue bonds a r e  a 
new c o n c e p t  and s o  t h e r e  w i l l  p robab ly  be  some bad e x p e r i e n c e s  b u t  he f e l t  t h e y  
were s t a r t i n g  t o  t i g h t e n  them up. He f e l t  t h e y  do c r e a t e  a  secondary money 
market  t h a t  we need s i n c e  we a r e  a  low c a p i t a l  s t a t e .  

Rep. L ien  f e l t  t h e  b i l l  an  impor tan t  one.  He s a i d  t h e r e  i s  a r e a l  p o s s i b i l i t y  
t h e  f e d e r a l  government cou ld  g i v e  a  b l a n k e t  d i s a p p r o v a l  o f  i n d u s t r i a l  bonds i n  
Montana i f  we d o n ' t  t i g h t e n  them up. 

Rep. H i r s c h  f e l t  t h e  words used i n  t h e  b i l l  d i d n ' t  t i g h t e n  them up. He 
spoke f o r  t h e  mot ion.  I f  a  bad d e c i s i o n  i s  made t h e y  have t h e  c o u r t s  t o  t u r n  t o .  

Rep. Fabrega s a i d  he  was i n t e r e s t e d  i n  p r o v i d i n g  language f o r  r e f i n a n c i n g  
e x i s t i n g  p r o j e c t s .  13e asked  i f  t h e  t i t l e  would a l l o w  t h i s .  

Rep. Dass inger  s a i d  he was i n  f a v o r  o f  t h e  motion.  He f e l t  t h e r e  shou ld  be  
something concern ing  t h e  v o t e  of t h e  p u b l i c  hav ing  more e f f e c t  b u t  h e  d i d n ' t  
f e e l  t h i s  was t h e  p r o p e r  v e h i c l e  t o  use .  H e  f e l t  a  p u b l i c  o f f i c i a l  i s  go ing  
t o  have t o  answer t o  t h e  p u b l i c  and won ' t  u s u a l l y  d e c i d e  a g a i n s t  t h e  wishes  
o f  t h a t  p u b l i c - - i f  he does  t h e r e  i s  an e l e c t i o n  coming up. 

Rep. Nordtvedt  spoke a g a i n s t  t h e  motion.  

Rep. R e i c h e r t  s a i d  she  l i k e d  t h e  r e p o r t i n g  t o  t h e  Department o f  Revenue. 

Rep. Doz ie r  withdrew h i s  motion.  

Meeting ad journed  a t  1 0  a.m. 
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,HEW3 HUENNEKENS , CHAIRMAN 
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Emelia S a t r e ,  S e c r e t a r y  




