
MINUTES OF THE MEETING 
TAYATION COV?ITTEE 

MONTANA STATE SENATE 

J a n u a r y  19,  1979 I 
The f i f t h  meet ing o f  t h e  Sena te  Taxa t ion  Committee w a s .  c a l l e d  

t o  o r d e r  on above d a t e  i n  Room 4 1 5  of t h e  S t a t e  C a p i t o l  Bui ld ing  
by Chairman Turnage. 

I 
ROLL CALL: R o l l  c a l l  found a l l  members p r e s e n t .  

Witnesses  who gave tes t imony are l i s t e d  on a t t a c h e d  V i s i t o r s 1  
R e g i s t e r .  I 

CONSIDEPATION OF SENATE BILL 4 2 :  S e n a t o r  Dover i n t roduced  h i s  
b i l l  and submi t ted  a  s t a t emen t ,  s e e  Exh. #I, a t t a c h e d .  H e  s a i d  
t h e  b i l l  came o u t  of  t h e  I n t e r i m  Subcommittee on Subd iv i s ion .  H e  8 
s t a t e d  o f t e n  t h e r e  i s  a  need f o r  s u b d i v i s i o n  development b u t  l a c k  
of  funds  p r e v e n t s  t h e  deve loper  from deve lop ing  an  a r e a .  H e  be- 
l i e v e d  t h i s  b i l l  would be  a  way t o  s p l i t  t h e  c o s t s  between t h e  de- 1 
ve lope r  and t h e  homeowner. He f e l t  t h e  t e r m  'common a r e a s '  used i n  
t h e  b i l l  c r e a t e s  some problems and might have t o  be  amended. 

Other  proponents  o f  t h e  b i l l  inc luded  C l i f f  C h r i s t i a n  o f  t h e  
Mont. Assoc. of  R e a l t o r s ,  suppor t ing  t h e  b i l l  f o r  t h e  r ea sons  

I 
given  by Sen. Dover, a s  d i d  Michael J. S tephen  o f  t h e  Mont. Assoc. 
of Count ies .  H e  s a i d  he f e l t  t h e  a r e a  of  p u b l i c  p a r k s  and common 

v i d e  added i n t e r e s t  on t h i s  m a t t e r .  
a r e a s  have been ignored  i n  t h e  p a s t  and though t  t h i s  b i l l  would pro- 

I - 
Chairman Turnage c a l l e d  f o r  a d d i t i o n a l  p roponents ;  t h e r e  be ing  

none,opponents  were g iven  a  change t o  t e s t i f y  and t h e r e  w e r e  none. 
Q u e s t i o n s  o f  t h e  committee evolved around problem of maintenance 
of  t h e  p a r k s  o r  common a r e a s ,  and who would pay t h i s  cost. The 
problem a f f e c t e d  bo th  c i t y  and r u r a l  s u b d i v i s i o n  a r e a s .  I t  w a s  

I 
a l s o  brought  o u t  how SID 's  a r e  c r e a t e d ,  t h a t  60% of t h e  f r e e h o l -  
d e r s  i n  an a r e a  must v o t e  f o r  i t ,  and f o l l o w i n g ,  a p u b l i c  h e a r i n g  
b e f o r e  t h e  qovern ing  body must be  h e l d  b e f o r e  t h e  SID's  o r  RSID's 

I 
can be c reaced .  

- - 

CONSIDERATION OF SENATE BILL 4 3 :  Sen. Dover s a i d  t h i s  b i l l  i s  
a l s o  t h e  r e s u l t  o f  t h e  subcommittee and t h e  r e a s o n  t h e s e  b i l l s  
were drawn up was because o f  t h e  f i n a n c i a l  burden  o f  deve lope r s ,  
and t h i s  l e g i s l a t i o n  could  g e t  p r o j e c t s  go ing  i n  t h e  s t a t e .  H e  
s a i d  t h e  c o s t  of  such developments had been e s c a l a t i n g  i n  t h e  p a s t  

a 
y e a r s  making it d i f f i c u l t  f o r  bo th  t h e  d e v e l o p e r  and t h e  prospec- 
t i v e  home owner. H e  p r e s e n t e d  h i s  w r i t t e n  t e s t imony  a g a i n ,  s e e  
Exh. #2,  a t t a c h e d .  

Following h i s  p r e s e n t a t i o n  t h e  members asked  a number o f  
q u e s t i o n s  of him and M r .  MacKenzie who responded a s  a r e p r e s e n t a -  

of  h i s  company r e g a r d i n g  t h e  f i n a n c i n g  o f  SID'S and RSID's, how 
t h e  bonds a r e  p a i d  o f f  and o t h e r  p e r t i n e n t  i n fo rma t ion .  He was 

t i v e  of  h i s  bonding company, by t e l l i n g  t h e  committee t h e  p o l i c i e s  I 



to prepare written testimony for this committee, see Exh. 83. 
Following a period of questioning by the committee, the hearing 
was closed on SB 43. 

The committee then was directed to SB 71, previously heard 
by the committee. A Statement of Intent had been prepared by 
Researcher Cohea and this was presented to the committee. The 
members questioned Sen. Jergeson, sponsor of the bill who was 
also present at the meeting, about a Fiscal Note and this was 
distributed to the members. He was also asked if the Statement 
of Intent agreed with his conception of the bill and he agreed 
it was. 

Sen. Towe Moved the Statement Of Intent Be Adopted. His 
motion was carried unanimously. The S of I for SB71, as adop- - 
ted by the committee is attached, see Exh. # 4  - 

DISPOSITION OF SB71: 
The members then discussed an amendment to the bill and af- 

ter some discussion!m~ved the amendment, making the Department 
of-Revenue responsible for offering courses of instructions for 
appraisers from 'reputable' institutions; line 18, page 1 strike 
"or" and on line 19 strike: "offered by others" 

Sen. Towe Mov-ed Amendments No. 1 and 2, see Committee 
Report attached. His motion was carried unanimouslv. Sen. Watt - - - 

then Moved SB71, As Amended, Do Pass. His motion was carried 
unanimously. 

The members of the committee then briefly discussed SB 58, 
also heard previously, and said several gasoline distributors 
had additional information for the members' consideration and 
the disposition of this bill will await further discussion. 

Chairman Turnage reminded the committee of Saturday's meet- 
ing at 10:OO and Monday's 9:00 a.m. meeting as well. 

He also told the members that SB22, part of the HB122 pack- 
age of bills, will possibly lay on the table of the committee, but 
Sen. Watt had a number of changes he wished to bring to the com- 
mittee's attention before they disposed of the bill. 

The meeting was then adjourned. 
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SENATE BILL 4 2  

SENATOR HAROLD DOVER 

Sena te  B i l l  4 2  i s  a  b i l l  t h a t  has  r e s u l t e d  from t h e  i n t e r i m  

sub-corrmittee on s u b d i v i s i o n .  I t  w a s  found by t h i s  committee t h a t  

a g r e a t  need e x i s t s  f o r  adequa te  money t o  f i n a n c e  e x i s t i n g  parks .  

S e n a t e  B i l l  4 2  w i l l  make i t  p o s s i b l e  f o r  p u b l i c  p a r k s  t o  be  

a c q u i r e d  and improved through t h e  u se  o f  SID and RSID money. A t  

p r e s e n t ,  many towns have park  l and  t h a t  t h e y  have a c q u i r e d  through 

t h e  p r o v i s i o n s  of  t h e  s u b d i v i s i o n  laws b u t  t h e y  do n o t  have  t h e  

funds  no r  t h e  means o f  o b t a i n i n g  t h e  funds  t o  develop them. Many 

new s u b d i v i s i o n s  have l and  f o r  p a r k s ,  g iven  t o  t h e  c i t y  by t h e  

deve loper  i n  compliance wi th  t h e  s u b d i v i s i o n  law b u t  t h e y  a r e  

unable  t o  p r o p e r l y  landscape  and equip  t h e  a r e a .  Th i s  l e a v e s  t h e  4 
new home owners w i t h  a  poor l i v i n g  environment. One of  t h e  most 

convenien t  and inexpens ive  methods of  f i n a n c i n g  such a  p u b l i c  p r o j e c t  

i s  through t h e  use  o f  SID 's  and RSID's. C i t i e s  and towns have 

a l lowed pe r sons  t o  c r e a t e  S ID ' s  f o r  t h e  prupose o f  e s t a b l i s h i n g  

and ma in t a in ing  parks .  However, it i s  always done w i t h  cons ide r -  

a b l e  r e s e r v a t i o n  due t o  t h e  f a c t  t h a t  t h e  e n a b l i n g  l e g i s l a t i o n  does 

no t  s p e c i f i c a l l y  a u t h o r i z e  t h e  same. P u b l i c  improvements w i t h i n  

dense ly  p o p u l a t e  c i t i e s  and towns a r e  ve ry  expens ive .  S e n a t e  B i l l  

4 2  s t a t e s  t h a t  when t h e r e  is  p u b l i c  i n t e r e s t  o r  c o n s i d e r a t i o n  

and upon p e t i t i o n  of 60% of  t h e  a f f e c t e d  f r e e h o l d e r ,  t h e  board o f  

county commissioners are enpowered t o  o r d e r  and c r e a t e  s p e c i a l  
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S e n a t e  Bill 4 2  

a c q u i r i n g  by p u r c h a s e  o r  m a i n t a i n i n g  p u b l i c  p a r k s  o r  common a r e a .  

Payments c a n  b e  s p r e a d  o v e r  a p e r i o d  of 20 y e a r s .  T h i s  a l l o w s  

development  c o s t s  t o  be lower ,  w i t h  lower  i n t e r e s t  r a t e s ,  and t h e  

development  t o  b e  done when t h e  need i s  e v i d e n t .  

T h i s  b i l l  w i l l  a l l o w  p e r s o n s  l i v i n g  i n  new s u b d i v i s i o n s ,  and 

a r e a s  n o t  p r e v i o u s l y  improved t o  be  a b l e  t o  d e v e l o p ,  u s e  and  

e n j o y  t h e s e  p a r k s .  



SENATE BILL 4 3  

SENATOR HAROLD DOVER 

The l e g i s l a t u r e  i n  t h e  l a s t  t e n  y e a r s  has  passed  many b i l l s  

t o  c o n t r o l  and r e g u l a t e  s u b d i v i s i o n  growth i n  Montana. T h i s  new 

l e g i s l a t i o n  has  g r e a t l y  i n c r e a s e d  t h e  r i s k  and o u t  of  pocke t  c o s t s  

t o  subd iv ide r sand  t h u s  caus ing  t h e  i n i t i a l  c o s t  o f  a  home o r  

b u s i n e s s  t o  b e  h ighe r .  

Cos t s  o f  c o n s t r u c t i n g  H20 systems and s e w e r  sys tems have been 

e s c u l a t i n g  a t  a rate of  8% t o  12% p e r  y e a r  f o r  many y e a r s .  L n t e r e s t  

r a t e s  have skyrocke ted  w i t h i n  t h e  l a s t  t e n  months t o  r a t e s  never  

seen b e f o r e .  These f a c t o r s  and o t h e r s  have i n c r e a s e d  c o s t s  t o  

s u b d i v i d e r s  and t h e  consuming p u b l i c .  Fur thermore,  a  bank o r  o t h e r  

l end ing  i n s t i t u t i o n  p r e f e r s  n o t  t o  loan  money on t h e s e  p r o j e c t s .  

When money i s  t i g h t  t hey  simply w i l l  n o t  make t h a t  t y p e  of  a loan .  

I t  is  becoming more expedien t  t h a t  s t e p s  b e  t aken  t o  a s s i s t  

deve lope r s  and t h e  consuming p u b l i c  i n  a t t a i n i n g  lower s u b d i v i s i o n  

c o s t s .  

Sena te  B i l l  4 3  would assist  s u b d i v i d e r s  i n  borrowing money 

f o r  i n s t a l l a t i o n  o f  Hz0 and sewer systems th rough  t h e  u s e  of t a x  

exempt s e c u r i t i e s .  An i n d u s t r i a l  development bond package i s  s o l d  

through a  q u a l i f i e d  bonding company. Each i n d u s t r i a l  revenue bond 

package must s t a n d  on i t s  own m e r i t s  f o r  i t s  f i n a n c i a l  f e a s i b i l i t y .  

I n  o t h e r  words, t h e  bonding company looks  a t  t h e  p a r t i e s  r e q u e s t i n g  

t h e  i n d u s t r i a l  bond i n  t h e  same manner t h a t  a  mortgagee would look 

a t  a  c r e d i t o r .  They must be  a b l e  t o  de te rmine  whether  t h e  p e t i t i o n e r s  

have t h e  a b i l i t y  through i t s  proposed p r o j e c t  t o  r e t i r e  t h e  

i n d u s t r i a l  development bond i s s u e .  I f  upon t h a t  a n a y l s i s  t h e  
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p e t i t i o n e r  h a s  t h e  n e c e s s a r y  a b i l i t y ,  t h e  bonding company w i l l  

u n d e r w r i t e  t h e  bonds and s e l l  them t o  t h e  p u b l i c .  Each i s s u e  must 

s t a n d  on  i t s  own m e r i t s  f o r  repayment o f  t h e  d e b t  o b l i g a t i o n .  They 

a r e  n o t  backed by t h e  p u b l i c  t h r o u g h  g e n e r a l  fund  monies.  

Many s u b d i v i d e r s  a r e  f a c e d  th rough  l a c k  o f  p u b l i c  sewer and 

w a t e r  s y s t e m s  t o  i n s t a l l  t h e i r  own sewer and H20 sys tems .  They 

must  b e  p a i d  t h r o u g h  p r i v a t e  c a p i t a l  which r e q u i r e s  v e r y  h i g h  

i n t e r e s t  r a t e s .  S e n a t e  B i l l  4 3  would g i v e  them t h e  o p t i o n  t o  

u t i l i z e  a n  i n d u s t r i a l  r evenue  bond a t  a  much lower  i n t e r e s t  r a t e .  

The b i l l  makes t h e  f o l l o w i n g  c o n d i t i o n s  f o r  t h e  f i n a n c i n g  o f  

w a t e r  and  sewage s u p p l y  and d i s t r i b u t i o n  f a c i l i t i e s .  

1. I t  w i l l  c o n n e c t  o n t o  a n  e x i s t i n g  f a c i l i t y  o f  t h e  

m u n i c i p a l i t y  o r  coun ty  

2. The g o v e r n i n g  body d e t e r m i n e s  a f t e r  a  p u b l i c  h e a r i n g  t h a t  

t h e  new f a c i l i t y  and i t s  o p e r a t i o n s  a r e  i n  t h e  p u b l i c  i n -  

terest.  

The a v a i l a b i l i t y  o f  i n d u s t r i a l  development  bond money would 

be  v e r y  advan tageous  t o  d e v e l o p e r s  and u l t i m a t e l y  t h e  consuming 

public .They c a n  a c q u i r e  t h e  f a c i l i t i e s  when t h e y  a r e  i n  demand 

and e x t e n d  t h e  payments a t  a  low i n t e r e s t  r a t e  o v e r  a  p e r i o d  o f  

t i m e  e a s i n g  t h e  burden o f  i n i t i a l  c o s t  o f  development  a n d  con- 

s t r u c t i o n .  



STATEMENT OF INTENT SB 71 

The Senate Taxation Committee understands that the cost 
produced by this bill will be minimal because the Department 

4 
of Revenue will continue to offer yearly appraisal seminars 
to the appraisers it employs on the same basis as at present. 
The only additional cost may result from conducting the 
semi-annual examinations required by the bill. 

In allowing the Department of Revenue to pronulqate rules 
requiring appraisers to complete continuing education 
courses, the Senate Taxation Committee expects the 
department to require only that appraisers attend the 
annual appraisal seminars now held by the department and 
possibly complete examinations on the material presented. 

SENATE TAXATION COMMITTEE 




