
MINUTES OF THE MEETING 
TAXATION COi.4i.IITTEE 

MONTAIIA STATE SENATE 

March 1 5 ,  1979 

The f o r t y - n i n t h  mee t ing  o f  t h e  coiiunittee was c a l l e d  t o  o r d e r  on 
t h e  above d a t e  i n  Room 415 o f  t h e  S t a t e  C a p i t o l  B u i l d i n g  f o r  a n  exe-  
c u t i v e  s e s s i o n ,  Chairman Turnage p r e s i d i n g .  

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

The commit tee  d i s c u s s e d  SB173 by S e n a t o r  Rasmussen and a f t e r  
s e v e r a l  q u e s t i o n s  a g r e e d  t h a t  p e o p l e  who a r e  concerned  o v e r  t h e i r  
household  expense  s h o u l d  b e  a b l e  t o  t a k e  c a r e  o f  t h e i r  f u e l  b i l l ,  
and t o  i n s u l a t e  t h e i r  homes, by t h e m s e l v e s ,  w i t h o u t  t h e  i n c e n t i v 2  
of a t a x  c r e d i t ,  as  SB173 would p r o v i d e .  

S e n a t o r  Manley Moved SB173 Do Not P a s s .  A r o l l  c a l l  v a t e  was 
t a k e n  which r e s u l t e d  i n  a  t i e  v o t e .  

Next up for  t h e i r  r e c o n s i d e r a t i o n  was S B 2 3 1 .  Fo l lowing  b r i e f  
d i s c u s s i o n ,  t h e  b i l l  was moved: 

S e n a t o r  Goodover Moved SB231 Do Not Pass .  Motion c a r r i e d .  

SB249 was t h e n  d i s c u s s e d .  S e n a t o r  Towe e x p l a i n e d  t h e  i n p a c t  
o f  t h i s  legislation which i s  a  ' p i g g y  back '  b i l l  for s t a t e  income 
t a x ,  and c a l l s  f o r  a p e r c e n t a g e  o f  t h e  t a x  p a i d  t o  t h e  F e d e r a l  gov- 
e rnment .  I n  o r i g i n a l  p r e s e n t a t i o n  o f  t h e  b i l l  o n e  of  t h e  co-sponsors ,  
S e n a t o r  H i m s l ,  p o i n t e d  o u t  t h i s  would s i m p l i f y  t h e  tax r e t u r n s  f o r  
Montana c i t i z e n s  i n  p r e p a r i n g  t h e i r  s t a t e  i n c o a e  t a x  forms. 

S e n a t o r  Towe Moved t o  Amend SB249 by chang ing  t h e  p e r c e n t a g e  
from 27.5% t o  2 6 . 5 % .  H i s  motion c a r r i e d .  

S e n a t o r  Towe t h e n  Moved SB249 A s  Amended Do P a s s .  A r o l l  c a l l  
v o t e  f a i l e d  by a  3-9 margin.  Without  o b j e c t i o n  it was r u l e d  the v o t e  
b e  r e v e r s e d  on mot ion  b y V s e n a t o r  ~ c ~ a l l u m  f o r  a  D o  Not P a s s ,  t h u s  t h e  
v o t e  w i l l  go o u t  w i t h  a d v e r s e  Committee Repor t  on 9-3 r o l l  c a l l  v o t e .  

A nunber  o f  amendnents w e r e  t h e n  i n t r o d u c e d  f o r  SB463. These  
were d i s c u s s e d  by t h e  committee and mot ions  by S e n a t o r s  McCallum 
and Towe were  v o t e d  on and a d o p t e d  by t h e  commit tee ,  which t h e n  
moved t h e  b i l l .  

S e n a t o r  Towe t h e n  Moved SB463 A s  Amended, D o  Pass .  The mot ion  
c a r r i e d  unanimously.  

S e n a t o r  Watt's SB285 was n e x t  up f o r  d i s c u s s i o n .  One o f  t h e  prob-  
l e m s  was t h e  d e f i n i t i o n  o f  manufac tu r ing  a s  i n t e r p r e t e d  by t h e  Depar t -  
n e n t  o f  Revenue. The p r o d u c t i o n  of e l e c t r i c i t y ,  f rom coal -produced 
e n e r g y  i n t o  e l e c t r i c i t y ,  was d e b a t e d  a s  t o  whe the r  o r  n o t  such  a pro-  I( 
c e s s  was m ~ n u f a c t u r i n g .  The committee d i s c u s s e d  the impact  o f  new 
i n d u s t r i e s  and f e l t  some of them s h o u l d  q u , i i i f y  under  SB285. Many 
new i n d u s t r i e s  c r e a t e  new j o b s  and i n c r e a s e d  t a x  base f o r  t h e  a r e a  
i n  which t h e y  a r e  l o c a t e d ;  however,  it was p o i n t e d  o u t  any company 



could r e o r g a n i z e  and move t o  anotho~art of ci:e s r a t e  and t h e n  qcaiify 
again for the 3-year tax credit. Following d i s c u s s i o n  the cornmitee vo- 

t 
t e d  on t h e  b i l l :  

S e n a t o r  Watt  Moved SB285 Do Pass. A roll call v o t e  was taken and 
t h i s  r e s u l t e d  i n  a 5-6 f a i l e d  v o t e .  

S ~ n a t o r  Roskie  t h e n  i n t r o d u c e d  some tes t imony  c o n c e r n i n g  t h e  Spe- 
c i a l  Improvement and R u r a l  Improvement D i s t r i c t  Bond b i l l s  t h e  c o r n i t -  
t e e  ha s  r e c e n t l y  c o n s i d e r e d .  The t e s t i m o n y  was p r e s e n t e d  by t h e  Cor- 
p o r a t e  Counsel  f o r  D.A.  Davidson b C G . ,  bonding f i r m ,  see Exh. R 1 ,  a t -  
t a c h e d .  The  committee a c c e p t e d  t h e  t e s t i m o n y ,  and f o l l o w i n g  d i s c u s s i o n ,  
meet ing  was a d j o u r n e d .  A 
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M: Sm'2TE WATION CCT.MITEE 

Montana's O!i'est 
Investment Firm 

P.0. B3x 50 1 5 
Davidson Eililding 
Great Falls, Montana 

FRm: FilWCE P.. blr iCXDdZIE - COIIPOPATE CCUNSm 
59403 

(406) 727-4200 
RE: S P E ~  UGWWEMEW AID RUTKG ~ ~ i p r a m m ~  D I S I P J ~  m s  Offices: Billirlgs, 

Helena, Kalispell, 
~t has k e n  brought t o  oilr at tent ion  t h a t  the amnittee has serious Missoula 
concerns regarding special improverent and ru ra l  b p r o ~ m t  d i s t r i c t  
bonds, par t icular ly  tile use and funding of the rcvolviny! fund. The Members: 
revol.vi.ng fund is a srpscial fimd set aside by a c i t y  o r  county £ran Midwest Stock 
which 10x1s may be made to  special  i m p r o m n t  districts. hhenever Exchange lnc. 
insuff iciencies  arise i n  the d i s t r i c t  funds a s  a result of Gel inq~ent  Pacificstock 
a s s e s s r ~ n t  payrre~ts by pro+pxty omers within the  district, loans Exchange lnc. 
are  mdc fram the revo1vir.g fund t o  covcr necessary paymnts on out- 
stalding b n d s .  The 1om.s a r e  r e p i d ,  with in te res t ,  once the d i s t r i c t  
co l lec ts  LYE c!elinquent asscssm?.nts. 

) Yurcliasers of bonds re ly  on the  existence of the revolving fund ad this reliance is 
reflected in the lmer in te res t  r a t e s  t h a t  s;re paid for such bonds. Without the 
revolviny! F-urld, imnprovemrlt d l s t - i c t  b n d s  would be an c ~ t r e i i l y  risk- inves tnr l~t  
since defaul t  on the bonds would m a r  whcnever one p r o p r t y  a m c r  within the Zistrict 
was delinqdent i n  makinq h i s  assessrent ~ynmts. Therefore, #e revolvi.ng fund 
proviclcs an important source of funds ancl its existence adds a masure of s e a - i t y  . 
tlxt w m i d  not otherwise k a v a i l d l c .  

Unfortcnately, there have kern instances where land. developzrs have taken advantage 
of this a r r a n q m n t .  An exarple of this si tuat ion would Gccur as follows: s developr  
b y s  a pjece of developd land (md cons!xucts ~ ~ ~ ~ r o v c v n t s  on the propcrty such as 
streets , curbs, gut ters ,  water and sewer services. Tllese hprovements are f inmced 
by s ~ c i a l  i n q r o v ~ w n t  d i s t r i c t  bonds with the improved property of the clevelolwr 
const i tut ing the d i s t r i c t .  The developzr is nod r e s p n s i b l e  for  payinq the special 
asscssnmts levied on the property f o r  the punpse  of paying the b n d s .  The developer, 
hcmvcr, ra ther  than pay the a s s e s s m t s  r e l i e s  on lams f r m  L!e revolving fund t o  
m-&.c the assessmnt pyments fo r  him. The delincperit assessrent casts the develop3r, 
uncicr p r e s m t  law, 10% pcr m n u m  ( 2 / 3  of 1% p r  m n t h  and a penalty of 2% equals 10% 
p r  znnm). In e f fec t ,  tho d e v c l o i ~ r  has o b t ~ n e d  a lmr frm the revolving fund at a 
r a t e  ic,.rcr than t h a t  presently a v a i l d l e  on a conventional basis  and 1rn~e.r thm a 
nmJxr of q a l i t y  investrents prescqtly bar. ?'hcrcfore, there is no i n c e n t i v ~  fo r  
the t ' i c~~c lopx  to  mike the assess rmt  p a p m t s  and the revolvina fun? pays the  cast 
of t ! ~  ir-pmve-nts .  
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thc bonds of the c i i s t r i c t  using L le  loan and has a l l c n  on a l l  unpaid a s s e s m i t s ,  the 
loan w i l l  bc r ep l id  on1 y when the delinquent s s s c s s r m t s  are paid. Since state t a x  laws 

d 
AlthouqI~ thc l a m  frcrn the mvolvinc; fund h a r s  i n t e r e s t  a t  a r a t e  q u a 1  to t h a t  hor-nc by 

p:-(-.sently provi dc  f o r  the confiscat ion of p r o v r t y  fo r  f a i l u r e  t o  pay assessmnts  only 

I 
a f t e r  t he  assesmnt  has lxen cielinquent three years,  a devzloper w i l l  only pay h i s  
cielinqwnt sssessrr_nts i n  the t h i r d  year and +hen only the  f i r s t  y e a r ' s  assessrrent. Q ~ i s  
places a dra in  on the revolving fund which m&t bc replenished under present l a w  by a 

1 
qcneral  ad v a l c r e ~  tax on a l l  property o.mers within the c i t y  or county. Therefore, the 
developer has obtained a l o w  i n t e r e s t  loan which is i n  e f f e c t  subsidizecl by the gecera l  

rSne so lu t ion  to  'the proh1e.n would k t o  c m p l e t e l y  rcmve the r e v o i ~ i n g  fwd. mis, hm- 
ever ,  would rr&.e s p c i a l  i m p r o a n t  d i s t r i c t  h n d s  umarketable.  Without the k:cr'it 
of the lw?~ i n t e r e s t  bonds the c o s t  of new housinc_r would be increased since the devc ' lopr  
m u l d  s rn1 .y  turn t o  conventional f inancing sources t o  f i ~ a n c e  h-provexents within the 
d i s t r i c t .  f-figher interest c o s t s  of  conventional financing would !x passed cn to the 
~ n r c h a s i n g  public and therefore  increase the cos t  of housing. '%is s o l u t i ~ n  would, i n  
Ef fec t ,  p u ~ i s h  the individuals  who n o m l l  y nay fo r  the revolving fwd rather than 

8 
dcvelopzr eho W.es acivantqe of t h e  funds e:-:istence. 

It is our opi.nion that the so lu t ion  shou1.d hc two-fold. F i r s t ,  t he  l a w  should create an 
i n c e n t k e  t o  m&e t k l y  a - s s e s m t  Lnayrests. ,Secondly, there siiould bc a mthd vrI.J!lic,h 
v,~ul.cl pro~ide an a l t e r n a t i v e  source of m i e s  with which t o  i n i t i a l l y  fund and maintain 

@d on delinqden t assessmmts . The arnrznclmnts prcposed m u l d  c? : ~ ~ g e  t he  i n t e r e s t  charge 
fran a fixed l0% t o  the g-ea te r  of 10% or faur p i n t s  above the d:.smunt r a t e  on 90-day 
rxmwrcial  p p r  (presently a t  9-t,%). By this chanoe, a developer trould be unlikely to 
a l l m  h i s  a s se sdwnt s  to  delinquent s ince it ;could cost h h  mre to a l l m  the 
a s s e s m n t s  t o  ko delinquent than t o  h r rm mney from conventional soilrces t o  pay 
the assesmnts when due. 

I n  order  t o  acccnplish the second p a r t  of the so lu t ion  we  are p r o p s i n q  t h a t  the cities 
and counties require t h a t  funding of the revolving fund, i n  the case of undeveloped 
districts, Sc acccmplished by deposit ing can m u n t  q ~ z 1  t o  5% of the pr inc ipa l  m u ~ t  of  
the b n d s  to be issuec? by the d i s t r i c t .  The m n i e s  f o r  this d e ~ s i t  would he obtained 
only from bond p m e a 3 s  or frm the  m e r s  of the  p r o p r t y  w i t h i n  the district. Funds 
for m i n t a i n i n q  the rcvolvinq fund would be obtaincble  i n  the case of an undeveloped 8 
d i s t r i c t  from levying an mccss a s s c s - m t  and d c p s i t j n g  the cxcess to  the revolving fund. 

L k s e  m n h ~ t s  t h e  misuse of  t he  revolving f w d  would cease and those d i r c c t l y  
i t i n q  f rm the fund would ke responsible f o r  providing the mney neces sxy  f o r  the 

I 
. In addi t ion,  the r e ~ ~ o l v i n q  fund. would r m i n  i n t i c t  to  provide the e s s e q t i a l  sccur 
to m-ikc s-ial i ~ p r o ~ ~ n r - n t  d i s t r i c t  bonds a mnrketable i nes t r r cn t .  



t 2 .  Page 1 - Line 25 
k le t e :  "and pcmlties for n o n - p ~ n t  as are or m y  hereafter be1' 
Lrsert: "a t  a rate of n o t  mrc thir tile greater of 10% or f o u r  ( 4 )  p f r c e n t q e  pints 

I 
in excess of the discount rate on 90 day c m r c i a l  ppcr in effect at 
the Federal * P e s e r v e  B;uLk in Iielena, Fbnt3na and a l c u l a t &  as t;he date such 
assessrent 1s due. 

I 3. Page 2 - Line 1 
Eelete 

I 4 .  Pa~e 2 - Lines 5 and 6 
Prinse,rt d e l e t e d  langclaqe 

5. 2 - F o l l m ~ i n g  line 1G 
Inzert new paterial: 

I "Section 3. Section 15-16-103, IC4, i s  hereby r e ~ a l e d .  " 

C . Page 2 - Line 22 
Q~mge " S e t i o n  3" to "Section 4 "  

I 7. P a y  4 - Line 25 
C I U ~ C  "Section 4" to "Section 5" 

1 8. Page 5 - Llne 19 
C h m ~ e  "Section 5" to "Section 6" 



I. Psqe 1 - L i n c s  21 w d  22 
Follmrin(; " m y t '  
Dclctc: " a t  the option of the  c i t y  governing h l y "  

2 .  Page 1 - L i n e  24 
Follodinq "issued, 
Insert: " t o  hc paid,  a t  the option of the c i t y  qoveming body, by the m e r s  of 

the d i s t r i c t  o r  f ran brid proceeds and which amount is" 

3. Page 3 - Line 3 
Fol i.mincj "rz~.iy" 
Delete: " i n  its d i sc re t ion  Jnd from the t o  t h , "  
Insert: "except as p r o v i ~ ? ~  i n  subsection (c) ," 

4 .  Paqe 3 - Following l i n e  2 1  
Ii~~cd-t new p a t e r i a l  : 

(c) mst, whenever the proceeds of spccial j x p r o m t  &.strict Imnds are to  be 
use2 to  provide improverents f o r  a d i s t r i c t  which a n t s i n s  , i n  the judqrrrnt 
of rchc c i t y  o r  t a m  council ,  less than 209 impraved p r o p r t y  , provide a 
d c p s i t  to  the revolvinq fund in the mnner s p c i f i e d  by LScction 7-12-4163. 

k i e t e :  P e r i d  
Inse r t :  "or, in the casc of a d i s t r i c t  containinu, i? the j u d p - n t  of the c i t y  o r  

town m u n c i l ,  less them 20% irproved p m ~ r t y ,  by levying assessmts to  
the nauinum e x t m t  y3rmitted by 17-5-103 an3 depositing excess r ~ e i v e d  
fran such assessrrsnts to the revolvirq fund." 



Page 1 - 1,i11cs 23 'md 24 p- Fo1hdiilq "m;ly1' 
3elete: "a t  -&e option of the goveminq M y t 1  

2. Page 2 - he 1 
F'olla5~ir1~ l 1  t o  k, " 
Insert: "p3id, a t  the option of the governing hody, by the owners of the district 

o r  from lmnd proceeds mil ~ c h  m u n t  is t o  hc" 

3. Page 3 - Line 2 
Follwing "my" 
Delete: "in its discretion md from time to tire," 
Insert: "except as provided in subsection (c)  ," 

4 .  Page 3 - Follm~ing l ine  18 
Insert new m t e r i a l  : 

(c) n?ust, whenever thf prcceeds of rural special inprov-nt d i s t r i c t  borlcls 
to be used to provide irprovemnts for a d i s t r i c t  which c ~ n t a i n s ,  in the 
j u l p n t  of the county qoveminq M y ,  less  t5lan 20% ixprovd propcrty , 
provide a deposit to the revolvhq fund in the mmr s g c i f i e d  by .%ction 
7-12-2153. 

Dclcte: P c r i d  
Insert: "or. in the mse of a district containing, i n  the j u d p n t  of the coi~lt- 

governing Lady, less than 205 improved propr ty ,  by levyin9 assessmnts 
t o  the maxhm extent pcn-ritted by 17-5-103 and dcpositinff the mccss 
received frm such assessrents t o  the rcvol.ving fund. " 



Tx:at f  oil ..................................................................................................................................................... We, your committee on 

ScnateBil, , 122 having hacl under consideration .................................................................................................................. o ................. 

Senate 122 .................. ............................................................................................................ Respctful ly report as follows: That  8;il No 

STPTE P U R .  C O .  
Helena.  Mont. 



P x e o i d ~ a t  M R ............................................................... 

T~xatiorr ........................................................................................................................................................ We, your committee on 

having had under consideration ........................................................................................................... Bi l l  No. ..... ?4p ..... 

Senate 243 
Respec:fuily rqor: as follows: That ............................................................................................................ Bill IVo ................... 

5 iA'T E F'J?.  C O .  
i4cl=rla!, & . ~ l l t .  



Insert: *recelvic< zotico cf the crj-nty pwrn inc ;  bc2yac n2pmval oE" 
FollovLng : " budgzt , tbs" 
Itz2ka: "aurrazic coartn 

Zzecrt: *Sec2Jon 3. G:x?set p s o ~ i s i ~ ~ .  ?5f ect  and t2ia art ; -~er i ty 
cp~-ecz th2rLn ahal l  tc--- A-unqafrc ; ,?;i~c 39, r933, " 4 



J 
5 .  P n ~ o  2 ,  Ibncs 3 a d  4 ,  
Poilr-iing: " buf LCiasg* 
g.E~lk.e: " no bi!g as ti:a f 3 r G  I? ncc...ci 20: . . C Q Z ~ ~ ;  ~~ti~iil-C-r* 

6. Page 2, l i n e  6, 
Following: 'The" 
Str ike:  bs~preae cot;rtu 
Xnccrt: 'OeparL?ent sf nc3nfxf 3t r s t ion"  

7. Page 2, Pine 7 ,  
Fcliav$n$ : " toa 
Ircert: "the govc,liir,g bady oE a caccty fur f;;?a" 

8. F q e  2 ,  lfrre 9. 
Pol  lw@Png : "The" 
StxLkc: e d i s t r i c t  ccurt* 
Izsltst: "governing body of o m ~ u t l t ~ ~  - ." 

O J - A O V ~  25 : " t52C 
S",zf;;c: psu2rr;-,9 C C B ~ ~ '  

Xnse,rt: "dagareezt  oE ad.aizf straticn" 

- * .  I n s z r t :  " (d) t ha t  co t r z n s f a r s  fro- t?'? ci~strict w u r t  f;mC h 3 ~ 5  b ~ s s  
or w i l l  !!e mGe to any c;tCez fcs.?; - 

(o) that  no ~1-q;cndfturrs 3ave it..-n rade fmz U:r. < 2 i z t r i c t  coule 
fmS that car anot s2ecificaili zuthorized by [ s ~ c t l o c .  11: an:? 

Rele t te r :  s&s@qaent auL%eckicn 

3.2. Pnsc 2, lines 19 azd 23. 
Following: "the" 
S~J--:<B: " B * ~ ~ X ~ ~  C O ~ ~ "  

L ~ s c r t  : deparkmnt cP n W n i c t z e t t o n '  

13. P n t ; ~  
Fo%lc?:f ng: Xinz 21 
S t r i k e :  " l ine?;  22 w1z4 23 t;f;ra.lc;h " m ~ ~ x k a  5:: 2iCt.1 24 
T . - - , . A .  n ... J~:.,. .. C ~ ~ 2 a s % z * s k  0% a b i z i a  t ~ s  ",GI  ' 

24 .  P2;c 2 ,  l i n e  25- 
T ' o i  1~ -.: - 
A *7c,iq : -2 c%rz~ty *' 
fb-; ' . . - .  " -..- .-- C D " Z ~  L)z$I>T;c~T:~ A 1 1-3i.rt: ~0 -7cmin~  body* 



Taxation We, your committee on ................................................................................................................................................. ....... 

S ~ 2 i . 2  te having had under consideration .................................................................................................................. 4 6 3  Bill No .................. 

Scna te  Respectfully report as follows: That ............................................................................................................ Bill No .... 5.G3.r ..... 
iz-tsroducc2 3 i E I ,  5e mIenck3. as follows : 

1. Y i t l ~ ? ,  li~xes 5 and 6 .  
PoII~wix~g : w m  L IAw IT" 

Strci:;e: " F,Y- W*-- .., u. -L;u COURT 
I riser+ : ' 3ZPAiiI;"-!z;;rT O p  p , ~ : * ~ - i l ~ ~ ~ ; , y f  ~ : r ~  

2 .  T i t l e ,  l i n c  8, 
f.'ollot?iz:o : " <I3Jz!TS" 
insert: " ; P,?OVIDI,SC FOR A P 2 Z I 0 3  DY II .?PLZ<=~~I~. , I :~ '~"  - - 
7 ?3'.;1 1, l i n e  13, J I 

- 701 7 G W ~ I ? ~  : "exceed" 
C L - L .  Z i  -p a 1  " -. .L l'<i? : L -.- ~ n s : ? r t :  " 3  1 / 2 "  

STATE PUB. CO. 
hel&!rl2, r,1:;,>t. 
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E a c h  Day A t t a c h  to M i n u t c s .  




