#11

HOUSE BUSINESS AND INDUSTRY
January 22, 1981

SUMMARTES FOR
HOUSE BILL 188 -

Introduced by Rep. Sales, repeals the law providing and requiring
store licenses.
HOUSE BILL 189 -

Introduced by Rep. Sales, limits use of industrial development
revenue bonds to non-profit corporations or to provide relief to any

private enterprise that has an unusual and unexpected burden placed
on it by federal or state laws or regulations.
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Rep. W. Jay Fabrega, Chairman, called the Business and Industry
Camittee to order on January 22, 1981, at 8:00 a.m., in Room 129, Capitol
Building, Helena, MI' to hear House Bills 188 and 189. All members present.

HOUSE BILL 188 -

Rep. WALTER R. SALES, District 79, Lewistown, sponsor of HB 188,
said HB 188 would remove the whole Chapter 57, Title 15 .of the codes. This
chapter defines a store. Vending machines aren't stores. It is necessary
to have a license to operate a store, except for grain merchandisers. He
read and explained all of Chapter 57 to the cammittee. Merchants think
obtaining this $11 license is a hassle. Rep. Sales asked the committee to
review his bill, listen to the oppositionto it and determine if there is
any good reason for it to continue and if not, get rid of it.

DAVE @0SS, Billings Chamber of Commerce, Billings, feels the present
state licensing department is a nuisance to everyone - the state and to
store owners. See his testimony attached - EXHIBIT A.

JON MEREDITH, Department of Revenue, Helena, supports HB 188, saying
this license was imposed when property taxes were way down and this way
was used as a means of obtaining additional revenue many years adgo.

OPPONENTS: None
Rep. Sales closed to answer questions fram the cammittee.

The revenue impact for this license for 1980 would be $307,521. See
EXHIBIT B, Revenue Department further explanation of license revenues.

Meredith explained the law is difficult to enforce and the Department
of Revenue would like to get rid of it. There are no taxes involved as
far as taxes per se are concerned.

HOUSE BILL 189 -

REP. WALTER R. SALES, sponsor, explained HB 189 adversely restricts
the use of industrial revenue bonds. People most interested in the use of
industrial revenue bonds will be opposed to the bill as presented, but he
hoped that their testimony will help save a good idea. Present law allows
local governments to make financing of projects found to be in the public
interest with industrial revenue bonds, and this financing has been used
in many wonderful ways - Triangle Cement plant when required to spend $3
million in antipollution controls used IDR bonds with county approval.
Power campanies have used IDRs for pollution control equipment; construc-—
tion of hospitals; new industries introduced into the state have used them.

In some cases such financing has been used for highly questionable
projects - downright abuse when allowed to be used by the wrong projects.
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Local officials at first were discriminating, but this type of financing
is now being abused. Congress is right now threatening to take away the
tax privileges of these bonds. They want these bonds to be helpful to the
state and be used properly and in the true public interest. He hoped
testimony of the opponents will be presented with this purpose in mind.

PROPONENTS : None
OPPONENTS

Please see the Visitors' Register for persons who are opposed to
HB 189,

BRUCE A. MacKENZIE, Vice President and General Counsel for D. A.
Davidson & Co., Great Falls, opposes HB 189. DAD does not feel there
has been an abuse of IDRs in Montana, and this bill should not pass in
its present form. Issuance of this type of bonds increases employment,
tax base to the cammmnity, and econamic development. The present law
prevents any abuse provided it is operated in an econamic manner. HB 189
would put the burden on industry to prove that it has been subjected to an
unusual and unexpected burden. Only new regulations that impact a busi-
ness would be looked at. DAD has written over $60 million in capital
investments in Montana, projects which would have been excluded otherwise.
IDR bonds are very attractive because of their tax exempt status. Montana
is a capital short state and needs to attract investment.

He would favor forming a blue ribbon cammission to study this for
two years and came out with some provisions. Federal capital should not
be restricted since Montana needs this. See written testimony, EXHIBIT A.

DAVE GOSS, Billings Area Chamber of Commerce, Billings, opposes HB 189
in its present form. Montana has problems with distance, transportation,
and IDR bonds have given Montana one of the few tools for development and
would hate to lose this tool in attracting industry. He agrees with Bruce
MacKenzie and hopes the use of them is not taken fram one extreme to the
other. He feels it is necessary although difficult to decide just which
proposed project would be in the best public interest. IDR bonds do offer
a very important tool in econamic development in Montana. He urges caution.
See written testimony, EXHIBIT B.

JOHN IOPACH, Great Falls Econamic Growth Council assistant director,
Great Falls, sets three priorities for use of IDR bonds - businesses and
industries which export goods fram the state; businesses which export
services fram the state; and alsonew businesses which would export goods
or services from the state. These would all bring a new cash flow into
Montana.

Redevelopment areas designated under the laws of Montana in order
to strengthen the tax base in order to revitalize them would want to use
this refinancing tool. It would not be used to finance land, buildings,
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and fixed assets outside Montana which do not bring any cash flow into a
camunity. It is one of the really strong incentives that we have to
offer in Montana in order to hold businesses that are already here other—
wise there will be a situation where an out-of-state owner wants to sell
a business and one of the possibilities is that the new owner wants to
move that business out of the state. New ecanomic development in this
state would want this law, but it is questionable as to whether it is
proper in connection with the meaning of the law.

DON PEOPLES, Butte-Silver Bow local government, Butte, stands in oppo-
sition to the bill because of the financial plight of the cities and towns.
The bill as proposed would create more difficulty for Montana cities and
towns which largely depend on property tax and need every means possible
to expand that tax base. He feels their local government has used this
program very wisely after looking at projects very carefully. Any move
to restrict development in Montana is not a wise move. Approved Mac-
Kenzie's suggestion for a study. They are largely dependent on the
utilization of IDR bonds to provide local matching funds. He urged the
camittee to give serious consideration to the bill, and if there are
abuses and inequities, to take care of them by amendments after a con-
siderable amount of study has been done. It is unwise to consider HB 189
as proposed.

DONALD KERNS, City of Helena Redevelopment Department, Helena, strongly
supports statements made by the other people testifying on this bill and
simply stressed the belief that responsible local government officials are
using this tool in a discreet and careful manner. Helena has developed an
extensive plan that an applicant has to go through in order to be sure the
request for issuance of IDR bonds meets public interest. For redevelop-
ment in Helena issuance of as much as $16-18 million in IDR bonds will
be called for. If denied the use of this tool, those redevelopment
projects will not come to pass. Do not pass.

DANIEL, COOK, representing himself and the architecture industry, feels
IDRs are very popular now and same projects are totally out without it.
Interest rates are so high now that a project cannot generate enough cash
flow to make up the difference each month. He cited various projects that
have proven the worth of using IDR bonds. See his testimony EXHIBIT C.
Everything has risen and the cost of building is almost prohibitive. He
is very much opposed to HB 189.

CY JAMISON, City Councilmember, Billings, opposes HB 189 because it
takes away a method of financing that is enjoyed by every other state. See
EXHIBIT D.

JANELLE FALIAN, Montana Chamber of Commerce, Helena, said there is
a great deal of concern this session with econamic development at all
levels, by a lot of small businesses, too. We should keep samething when
it is going good for us. See EXHIBIT E.
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MAE NAN ELLINGSON, Deputy City Attorney, Missoula, said the City of
Missoula is strongly opposed to HB 189. Her testimony and Resolution
#3991 of the Council of the City of Missoula are attached - EXHIBIT F.

RICK TUCKER, State Auditor in the Securities Division, opposes also.
The registration provisions on IDR bonds takes care of abuses in other
states and in other areas. Abuses in Montana are at a minimm and cannot
be stopped because they are in the nonprofit area. If a comnittee is
established, the department would be only too happy to work with them
to curtail whatever abuses that might arise. Abuses that are happening
can be cured fram a registration and not by taking them away from the
business or industry that might be using this type of financing.

QUESTTIONS:

In response to various questions from committee members, it appears
that such bonds are looked upon as being loans. There are a number of
projects for development in Montana that are seeking this type of funding.
Many cities have developed guldelmes for issuance and DAD has been re-
sponsive to this need.

Such bonding is considered to be the obligation of the private enter-
prise. The econamic impact on a commmity has the effect of helping the
bonding capacity. Montana and Montana coammnities do not have the stability
and economic base satisfactory to getting a better bond rating. IDRs help
the bonding capacity of cammmities and increase the tax base so a cam-
mmity can raise more money for borrowing.

Tucker said there is no federal law at this time for control of any
abuses. Various states require all IDR bonds that do not meet a specific
exemption, such as nonprofit, are required to go across the desk of an
investment examiner. K-Mart didn't came across their desk, but they would
have started questioning because people didn't want it in that area. Any
of the abuses that we might find would be taken care of by registration
under the MI' Securities Act. Pennsylvania has been the worst abuser - one
camumnity can authorize a project outside of its boundaries. MacKenzie
said the guidelines in Montana are responsibly handled by paying attention
to the law.

What is considered an abuse in one commmity might not be considered
an abuse in another. Iocal level hearings would be necessary to determine
this, Rep. Kessler thought. Editorials have pointed out plenty of abuses -
same have been indicted. He hoped that a review camittee would be a result
of this hearing and that possibly there would be public knowledge that the
state was trying to do something reasonable with this.

The sponsor wants samebody to take a look at what is happening, but
doesn't want to do away with this type of financing. Congress is looking
at the tax exempt status of IDRs very closely. We are using them properly
in Montana. Good projects far outnumber bad ones. He feels that local
control has failed significantly. Final say will rest with the local govern-
ment in determining unexpected public need after a hearing.
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Rep. Ellerd thinks there has been discrimination and agrees that
samebody should make a study of it. The sponsor said IDRs do absorb a
tremendous amount of money out of the normal financing arena and when
used there would not be available to the other. When given tax exemption
status to so many things, it does affect what others have to pPay.-

Rep. Fabrega gaid the principle of IDR bonds is to help development
take place and 1t is felt the taxes collected fram the new enterprise
will offset, if not immediately in the longer term, anv momentary loss.

Rep. Vincent suggested a resolution asking for an interim study
be initiated by the committee to study those abuses or so that a cammit-
tee bill be written. Rep. Sales does think there are better people in the
state that are directly interested in this type of funding who should
protect a good law by cleaning up their own act.

Rep. Sales closed saying he appreciated the people who showed up in
opposition to HB 189 because they are the people who can provide the
guidelines. Rep. Ellison wants copies of guidelines which the researcher
will get for him.

MacKenzie doesn't think there is imminent federal control on tax exemp—
tion removal; it wouldr t pass because of Republicans being in control at
the moment.

Tucker mentioned the material for such a study might be unavailable
at the present time. There is no place except at the Securities office
where which bonds are or will be recammended.

MacKenzie doesn't feel there have been abuses. He suggested the
camittee be constituted of members of the industry. Any cammittee should
include industry impacted persons and others who are interested. He would
speak against an interim committee. You have a cammmity taking a look at
the project and the viability of a project. Guidelines will be established
by the cammmity and let the local officials decide. He does not think a
camittee should be established.

EXECUTIVE SESSION -

Rep. Kitselman moved HB 189 DO NOT PASS. He felt the Act has been to
give incentives for industries to locate in Montana and give industry a
boost in general - very, very wortlwhile project. Industry recognizes that
there are same problems with that and industry should be allowed time to
work out problems. Shouldn't shut samething down. The motion carried
unanimously.

Some discussion was had on HB 188 as to whether such a tax should be
collected yet since it was initiated in 1933, and if this license were
eliminated, are there other such licenses that could be done away with.
Sare licenses require inspections and do other things, but with this
license there is no other reason for it. It was proposed that same fur-
ther study be done on other licenses to see if they could be done away
with also.
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Rep. Metcalf said the intent of the Legislature is to provide a big
package of tax relief. Sometimes you do these little things and fund good
programs and that provides better tax relief in the long rum.

There was extra money in an earmarked account fram licenses just
sitting in an account and which was put back into the general fund. It
was suggested the appropriations cammittee study the econamic impact.

HOUSE BIIL 175 - Rep. Pavlovich moved DO NOT PASS. A floater license
cannot be sold at this time - it can only be inherited. Money can be
borrowed on it. At the end of five years those floater licenses will
became permanent licenses. The motion of Do Not Pass carried by a 14-5
vote. Reps. O'Hara, Ellerd, Kitselman, Vincent, Fabrega voted against
the motion.

HOUSE BILL 185 - Rep. Vincent moved HB 185 DO NOT PASS. He felt this
proposal might be unconstitutional. Rep. Ellerd made a substitute motion
that HB 185 DO PASS. He feels there has been stalling of projects through
court procedures, and that HB 185 has merit. There was disagreement because
of lack of any specific examples. Rep. Andreason didn't want to see the
idea killed, but wanted to see implementation this way killed. Instead of
calling people into court, he would rather see another way of doing it found.
Rep. Andreason then made a motion for all motions pending that action be
postponed on HB 185. The vote for postponement was 13-6.

The camuittee further discussed possibilities of amending HB 185, but
felt the title did not allow for amending that would put the burden of proof
elsewhere. It would be necessary to adjust current law to accammodate the
intent of the sponsors of this bill. The spirit of this bill has support,
but the implementation has same problems. This proposed law is too general.
Each specific law referred to on page 2(2) is a threat to labor and to
environments. It would affect labor specifically.

The meeting adjourned at 10:45 a.m.

Jo Ikahti, Secretary
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HOUSE BILL 188

The Billings Area Chamber of Commerce supports House Bill 188.

The Chamber feels that the required licensing of stores by
the state is a nuisance to both the State and to the
businessmen. In a newspaper article a few months ago,
former Montana Governor Tom Judge was quoted as saying

", ..the tax is a nuisance for businessgs, and state
government doesn't collect enough revenue from it to
Justify...the purpose of state fax laws is to produce
essentlial revenues not to harass business and individuals."

The Chamber also feels the state license is a nuisance to
businesses, especially considering the numerous other

state licenses a business may be required to have. For
example, a person who decides to ogen a small grocery story
with seif-service gas pumps probably would be required to
have the following state licenses and permits.

l. A petroleum license from the Weights and Measures
Division.

2. A special fuel dealers license from the Motor Fuels
Tax Division if diesel is sold.

3. A license from the Misc. Tax Division to sell
cigarettes.

Lo A drug license from the Board of Pharmacy to sell

aspirin.

A beer distributors license from the liquor division.

A Department of Livestock License to sell eggs.

A_Eﬁpartment of Business Regulation license to sell

ml e - -

A Department of Health License to sell hot sandwiches.

Plus the businessman must enroll in Unemployment

Compensation, Workers Compensation, and the” State

Withholding tax.

While this may be an extreme example, the Chamber believes it
shows that the State is already doing a good job of licensing
businesses, and therefore does not need to require a business
license that does not generate that much revenue.

VR ~30WWn
L ] ® L]

The Billings Area Chamber of Commerce urges your support of
House CERERSTTN ges ¥y PP
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STATE o MONTANA

DEPARTMENT OF REVENUE
MITCHELL BUILDING
HELENA, MONTANA 59601

February 3, 1981

HEMORANDUM

10: House Business and Industry Committee
FROM: John M. Clark (}mC

Deputy Director |

SUBJECT: House Bill 188

You have asked for additional information concerning the Chain
Store License Tax (Title 15, chapter 57, M.C.A.). This provision was
enacted in 1939, Apparently it was envisioned as a revenue raising
measure. There are no issues of public health or protection connected
with the license. The chapter is silent ss to anything (for instance,
no business has been closed for failure to license) other than a mone-
tary penalty for failing to license for the year. Tax revenue goos
directly to the general fund.

The schedule of rates {s as follows:

Gross receipts less than Gross receipts preater

or equal to $350,000 snnually thai $350,000 annually
Ist store 511,00 S 11,00
Znd store $13.50 § 56.00
1rd store 521.00 S106.00
4rh store 528,50 5156, 00
Sth store $36.00 5206.00

bth store and

additional stores $44.50 5206.00

Enterprises with many retail outlets pay a proportionally larger amount
than an enterprise which features a single store.

The Department estimates that about 1,000-1,200 hours of emplovee
time is involved in administering and enforcing this law each vear.
Administrative costs (personnel, printing, postage, data processing, and
some travel for enforcement) are on the order of $9,000-$10,000 annually.
Since collections are at the $300,000 level, the tax which returns
revenue of about $30.00 for each dollar spent, is one of the most expen-
sive for the state to administer.



STATE oF NMONTANA

DEPARTMENT OF REVENUE
MITCHELL BUILDING
HELENA, MONTANA 59601

February 9, 1981

MEMORANDUM
TO: Ellen Feaver
Director
FROM: James Madison, Administrator ij7/7
) v

Miscellaneous Tax Division

.
SUBJECT: Montana Store Licenses - Chain Operations

As you requested the following information is furnished concerning
store licenses issued for 1979.

Total nutber of licenses issued:
12,521 retail
1,217 wholesale

Of the above total approximately 1,68l retail licenses were issued
to businesses with two or nore stores (chain operations). These
chain stores accounted for approximately $80,656.00 in license fees.

;o
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SUMMARY OF TESTIMONY

TO: House Business and Industry Committee
FROM: Bruce A. MacKenzie, Vice President and General Counsel
D.A. Davidson & Co.

RE: HB 189

House Bill 189, relating to Industrial Development Revenue Bonds (IDR
Bonds) would amend present statutory provisions t» such a manner as to
prohibit the use of IDR Bonds for all enterprises, except non-profit
corporatiom unless the entity could convince a governing body that it
was subject to an ''unusual and unexpected burden' imposed upon it by
the passage of state or federal laws or regulations.

This additional requirement would severely limit the ability of cities
and counties to issue IDR Bonds. The phrase '"unusual and unexpected
burden' does not lend itself to casily determined objective standards,
Further, the phrase implies that only new regulations which impose a
burden upon an industry could be considered by a govering body since
the burden must be "upexpected." Therefore, companies ame pregently
burdened by OSHA, exi&?iag laws, regulettrons—such—aos—ta ws, en-
vironmental standards--such as pollution control, would not qualify
for Industrial Bonds since none of these burdens could be smeviewed as
"unusual' or "unexpected."

We view these amendments as imposing upon the existing statutory pro-

visions a very narrow purpose for which IDR7§m»¢2cou1d be properdy used

and which would prohibit many of the same type of capital improvement
projects that many local communities have &9fi¥¢rized under existing
guidelines.

ing businesses. Amendments such as these would restrict the existing
statutory provisions which were originally intended to induce business

to locate or develop within a community and stimulate economic develop-

ment.

As an example of the restrictive nature of these amendments, it is our
opinion that of themore than 45 Bond issues representing in excess of

Montana and its local communities are searching for ways to
attract new business, stimulate new capital growth, and retain its exist-

D.A.
Davidson

& Co.

Incorporsied

Montana's Oldest
Investment Firm

P.O. Box 7997
137 West Front
Missoula, Montana
59807

{406) 543-8244

Offices: Billings,
Bozeman, Butte,
Great Falis, Helena,
Kalispell

Corporate Oftice:
Davidson Building
Great Falis,
Montana 59401

Members:
Midwest Stock
Exchange Inc.
Pacific Stock
Exchange Inc.
Securities investor
Protection Corp.



60 million dollars of capital improvement projects financed with [DR

Bonds by D.A. Davidson & Co., only 9 ef—thoseprejects would qualify under
the guidelines imposed by the amendments. Those that could not be finan-
ced would include nursing homes in Whitefish, Deerlodge, and Carbon
County, a@ new lumber mill in Judith Gap, a bottling and canning plant in
Great Falls, a chisel plow factory in Fort Benton, and a sheet metal fab-
ricating facility in Belgrade. These and"ZSEUbfﬁEr projects that would

be excluded by the proposed amendments have provided the type of increased
economic development that Montana communities are so desperately trying

to attract.

Under Montana's present IDR statutes and the case law interpreting
its provisions, there are ex1st1ng guidelines which establish criteria
for a local community to use in determining whether the bonds should be
issued., fo+—a particular projeets. MCA Section 90-5-103 requires that the
bonds be issued only if it is determined that a public purpose would be
served. The Montana Supreme Court, in Fickes vs. Missoula County, det-
ermined that a public’ purpose would be found if the project receiving
the benefit of the bonds would increase employment in the area, increase
the tax base of the community, and help to create economic stability.
These criteria provide a valid measure of whether or not the bonds should
be used for a particular capital improvement project. Further, the local
governing body 1s in a uniqug}position to evaluate whether these con-
ditions would be met, given &¥ue economic circumstances of their communi-
t%ﬁa. If the governing body abuses its discretion, there are statutory
provisions which allow the public to overturn their decision and reject
the project. Most importantly, the communities have available a method
of financing which they can use to induce business to locate or remain

in their community and over which they excercise control.

Montana presents unique problems from the standpoint of raising capital
for improvomgnts. Thvrc is a lack of 1ere financial institutions cap-
able of nancing £g;bu capital improvement projects. Lending limits

of many | 1hs are too low to allow them to lend the type of funds nec-
essary for many of the projects. Small corporations in the state are
unable to raise venture capital through the equity market because of
their size. Conventional debt markets, if available, are too expensive 4'vus
aa today's interest’, ¢limateX to finance major projects. The IDR Bond,
however, 1s an alternative which provides the capital necessary for
needed economic development while still being attractive to the bor-
rower because of the lower interest rate and also attractive to the in-
vestor because of the tax—exempt income. The bonds allow for the raising
of the capital locally so that Montana's funds are reinvested into the
state and offer an attractive inducement for out-of-state business.

In summary, we believe that the present industrial development bond law

is achieving the original purpose for which it was enacted. The bonds ha+e
stimulated economic development through the fostering of numerous capital
improvement projects throughout Montana. Guidelines exist which provide
local govering bodies with criteria to reject projects, which would abuse
the concept while still allowing projects that are found to serve the
communities economic needs.f?The proposed amendments would alter the focus
of the local governments inquiry from the communities best interests to
whether a particular business has been burdened. The proposed amendments



. Admgnn
place a higher priority on revivie the economic burdens of a particular
. business than on alleviating the economic problems of Montana's local
communities. The proposed amendments would prohibit many of the same
type of projects previously financed with IDR Bonds which are &&% con-
tributing to the economic stability of the communities in which they are
located.

It is our belief that these amendments are contrary to the original in-
tent of this legislature in enacting the industrial development law and
would stifle economic development by effectively curtailing one of the
few methods which provides <apital improvement financing within Montana.
We respectfully request the fommitte to recommend a DO NOT PASS for

House Bill 189, ,
B
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HOUSE BILL 189

The Billings Area Chamber of Commerce is opposed to.House Bill 189.

While some people may feel that there have been past abuses of
the use of Industrial Development Revenue Bonds,- the Chamber
believes that this bill takes the question of tﬁe use of

I. D. R. Bonds from one extreme and moves it to the other
extreme.

The Chamber is also concerned about the impact the bill would
have on the ability to attract new job-producing industries

to Montana. Montana is already at a disadvantage in attracting
new industry to the state because of such things as our tax
structure and distance from the market centers of the country.
Therefore, we would hate to see this bill pass and thus

place a virtual ban on the use of I. D. R. Bonds as one of

our few tools of economic development.

The Chamber urges you to defeat House Bill 189.

F I e T o S O i 1P PP



DANIEL COOK Fadl o
ASSOCIATES

January 21, 1981

Jay Fabrega, Chairman

House Jobs & Industry Committee
State Legislature

State of Montana

Helena, MT 59601

Dear Mr. Chairman:
This letter is in reference to House Bill #189.

I definitely oppose this bill under the grounds that it would severely
limit the amount of new construction and new jobs which would be available
to Montanans.

I have been involved in many Industrial Revenue Projects in the last
several years of which I will recap a few:

1. The 151 unit Copper King Inn Travelodge in Butte. This project was
totally financed by Industrial Revenue Bonds after it was determined
that it was totally infeasibile to construct this project with tradi~-
tional financing. The Industrial Revenue Bonds made the project
feasible and we were able to start construction and complete this
building by June of 1980. On this project I was both the Architect
and major stockholder. The project now employs over 115 part and
full time personnel. The project contributes approximately $80,000
per year to the Silver Bow County tax base.

2. Rennovation of the Great Falls Tribune Building, Great Talls. This
building was rennovated after the Great Falls Tribune moved to its
new location. The rennovation consisted of completely gutting out
the building to its orginal shell and making the new building perform
as a modern office structure. This building has cmployed over 80
persons for the last 9 months in the construction industry. 1t also
has allowed the expansion of IFG Leasing in Great Falls. The total
number of employees in the Tribune Building now numbers over 140,
with over 40 of these being new jobs. The Tribune Building property
taxes will bring into Cascade County over 3 times the original pro-
perty taxes that the building had prior to completion. Without
Industrial Revenue Bonds this project could not have possibly been
financed especially in the high interest rates that we have been
through in the past 6 months.

NG. 18 6TH STREET NORTH, GREAT FALLS, MT 59401 ® ARCHITECTURE & INTERIOR DESIGN (406) 727-2757



3, The Silver State Building, Great Falls. This particular structure
was slated tor demolition. It was purchased by Mr. Graybill, Mr.
Ostrem and myself in late 1978, Industrial Revenue Bond issue was
used for the financing on this project. Again, this project employed
many people during the construction, it brought more people into
downtown Great Falls, and it has increased the tax base for the City
of Great Falls and Cascade County,

4, The Triple Crown Motor Immn, Great Falls. This issue amounted to
a $750,000 Industrial Revenue Bond issue and allowed the Triple Crown
Motor 1Inn to build in downtown Great Falls, This has becen an
extremely important anchor for the downtown area since it brings
more people into this area on a permanent basis at night and weckends
where the downtown has previously been dead. This has also employed
an addition 12 to 14 persons which were not employed in the community
previous to this time. The property taxes on this property are sub-
stantially greater than the bare land which existed prior to the
Industrial Revenue Bond Issue. If this project wasn't financed by
Industrial Revenue Bonds it would not have been feasible to build
and would have resulted in no new employment for the area.

As you can see from the above examples and the many other projects
throughout the State of Montana, the Industrial Development Revenue Bonds
are essential to continued growth of the State. Without these bonds,
we would just as well forget about any new construction projects and
any growth in the area of buildings.

I highly encourage you to defeat this House Bill at the earliest possible
date. Please be reminded that all of the new jobs I talk about are paying
State Income Tax and I am sure are paying more Income Tax than the loss
of revenue that the State receives from the Industrial Revenue Bonds.

1f you have any questions concerning these or my testimony please call
at any time.

Pretgssionally yours,

Daniel W. Cook
Partner

DWC:pc
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January 22, 198]

"~ Room 129

TESTIMONY PROVIDED BY CY JAMISON, COUNCILMEMBER, TO HOUSE COMMITTEE ON
BUSTNESS AND INDUSTRY AS IT RELATES TO HOUSE BILL 189.

My name is Cy Jamison, I am a City Councilmember from Billings, Montana,
and I rcprésent the City of Billings today. The City of Billings opposes HOUSE
BILL 189 because it would take away a method of financing that has been used to
fund in excess of $88,000,000 worth of projects in Billings during the past
three years. The facilities constructed by use of industrial revenue bonds
have resulted in the creation of more than 2,500 jobs during this same period.

In this time of capital shortage, it is amazing that someone wants to take
the privilege of using industrial revenue bonds away from Montana while it con-
tinues to be enjoyed by nearly every other state. Industrial bonds sell at less
interest rates than do other bonds because the owners of the bonds do not have
to pay state and federal income taxes on the interest received from these bonds.
The major loss is to IRS. When the Federal government is ready to take action
to curtail the use of industrial development revenue bonds for all states, then
we should be quick to follow in their footsteps. To pass HOUSE BILL 139 would
be denying our business and industrial community an opportunity that their counter-
parts, and in some cases their competitors, enjoy in all the states around us.

We urge you to oppose HOUSE BILL 189.

e CITY OF BILLINGS, MONTANA
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TO: MEMBERS OF HOUSE, BUSINESS AND INDUSTRY COMMITTEE
FROM: CITY OF MISSOULA

RE: OPPOSITION TO HOUSE BILL NO. 189

DATE: JANUARY 21, 1981

The City of Misscula is strongly opposed to Housc Bill No. 189
and limiting the use of Industrial Development Revenue Bonds to
non-profit corporations and businesses burdened by passage of laws
and regulations.

We are cognizant, however, of widespread concern about the
use and abuse of tax-free Industrial Development Revenue Bonds
and the strong desire to curb those abuses. We do not feel that
House Bill No. 189 is the best method of achieving that goal for
several reasons:

1. The tax-exempt status of Industrial Development Revenue
Bonds is a creature of the Internal Revenue Code and Congressional
action. To the extent that I.D.R.B.'s are being abused, the abuse
is occurring nationwide. The effect of tightening up the use of
the bonds in Montana only has the effect of reducing the amount
of capital available for Montana projects, and not really addressing
the problem.

2. Industrial Development Revenue Bonds, if properly used, serve
a legitimate and valuable purpose by allowing local governmental
entities to encourage much needed development, particularly in
economically depressed times. They are a particularly useful tool
to a community like Missoula which is trying to stimulate growth
and development in an urban renewal area. House Bill No. 189 would
kill these efforts.

3. The determination of what enterprises have been unexpectedly
burdened by state or federal laws or regulations would be very
difficult to make.

The City of Missoula has been very judicious in its approval
of Industrial Development Revenue Bonds. I am attaching for your
consideration a copy of Resolution No. 3991 that outlines our
policy for issuing such bonds so that you understand that we take
very seriously the privilege of issuing these bonds. We do not
intend to abuse this privilege.

The City of Missoula respectfully requests that House Bill No.
189 be given a "do not pass" recommendation.

Respectfully submitted,

. ;/
i

/,f(\; ]_x , {j "i%‘kf; CEo ; WAL
Mae Nan Ellingson '
Deputy City Attorney
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A RESOLUTION OF THE COUNCIL OF THE CITY OF MISSOULA CSTABLISHING A POLICY
UZ BONDS BY THE CITY

[N IV EY
RELATING TO THE ISSUANCE OF INDUSTRIAL DEVELOPRENT REVINL
OF MISSOULA

WHEREAS, Section 90-5-101 of the Montana €
whereby Industrial Reverue Bonds can be |
manufacturing, agricultural, and inoustrial
and tourism facilities, retirement nomes,
fonc-term facilities"; and

, the City of Missoule has estegbiished an Urban Rerewal Agancy and an
enewal Plan with the goa! of revitalizing the downtown husinessarea;

2o

“KREAS, the City recoanizes the pocsibility of using Industrial Revenue Bonds
mechanisim to stimulate cconomic deveiopment within ihe Urban Ferewal
rict; end

s
o
(‘ u

233
s

_I‘

'JOI -lf-‘r

LHPREAS, tre City Council of Missouia e desirous ¢
t gonds 1o

i i
Lo ‘o?]ow in considering reqguests for tne use of Indu
“irance commercial ventures,

U7 feal

§Ow, THEREFORE, BE 1T KeSOLVED:

Section 1. That the City Council will dissue Industriel Reverge Bongs whzn tney
find that it is in the public interest ¢f the Lity of Micsollz to do so
In meesuring the public interest, the City wili consider acmong other

things:

A} The number of comployees that will be cnploy=d by the business
concern involved in the Industirial Revenue Bond Issue.
Y The public dnprovensnt that will be made by the industry to
. support their new Taciiiniy
TV hethor the prepocad facility is within the Urtan Repewal District
snd in keeping with the conprehensive plan of the City and the

Jrban Renewal Pian.

D) Feasibility of the new Tacility Leing built 0f Indusirial Revenue
Bonds are not used

%Y The rew facilities will rnot have an zdve
/

A} Lo - b PR - A 1 Lok
Fio Testimony elicitea at the public hoering v oquiyed by
PR Sl - N a T
Section YU-0-104
JE l [ >} -
G Secon ation of ithe Urban Poncwal froancy
Seciion 200 An ozopyicent dor Imdestrial Chonent o nds cnall cubaiit
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the follcyico poterial to the City Dinoooe 7000
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a The City of Missoula's appiication Tor TeLnoin Siaaed by
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Section 3.

to ¢
,cost
pay
1SSU

Section 4.

the

init

Letter fromthe proposed bond attorney statinc tnat he is prepared
to arant & favorable prefirinary opinion relating to the quaiifications

of the project under Montana statutes

A statemert from the underwriter holdi
employees, harmless of any error, misst
official stetement.

A deposit pavzble to the
City Commission.

E statement indemnifying the City. its officers. and cmploye
any liebility, or cdamages ir i ornection with the is
of bonds, as shown in Exhibit A. attacred to the ano

The appiication shall b accompanied by an &'p]?\d?iOP Tee of 5400.00
over the cost of establisnina the public hearino and cther administrative
s relating to the issue. If the issue ig dgawvveﬁ the appiicant <hatl
an additional 7ee of $2.00 per thousznd for ecach $1.000.00 wortn of bonds
ed. A credit stall be granted equai to the initial fee paid.

Upon receipt of the material reguired in Sections 2 and 3 herein,
i

£
I
City Finance Ofiicer shall cause the same to be reviewed by the

necessary staff. After receipt of appropriate spprovals from staff, the

ial resolution shall be referred to the Urban Renewal. Agency for its

recomnendation. The resclution shall then be placed on the agende of the

City

cons

Section 5.

isue

INTRODULH

ATTEST:

]

City Cler

(SEAL)

Council Finance Committee and the agzenda of tne City Council for
ideration.

The City reszarves the right to approve the
e the Jegal opinion cof the Industriel Tevelopme
of such 1Lsd1 opinion will be paid by the business
the tonds are issuzd.
D, READ, PASSED, AND ADOPT:D the 14th day of  January . 1280.

Grace Barrett /S/;, N Bill LY‘”O /s/

k ' ' ' Havor





