MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE SENATE

March 13, 1985

The forty-eighth meeting of the Senate Taxation Committee was called
to order by Chairman Thoms E. Towe at 7:39 am in Room 413-415 of
the Capitol Building.

ROLL CALL: All members of the committee were present.

Chairman Towe addressed the possibility of the committee drafting a
bill that would fund the Public Service Commission from the rate base
of the utility companies. He said it would amount to a .003 percent
increase and would raise $4.5 million to fund the PSC budget. After
some discussion only two committee members, Senators Eck and Lybeck,
evidenced interest in such a bill. Consensus was that it would be

a wasted effort to, draft the bill.

CONSIDERATION OF SB 234: Senator Smith, Senator Severson and Mr.
Jess Munro of the Department of Revenue presented amendments in
Exhibit 1. Senator Severson discussed the amendments.

Senator Towe asked why the loan value was used. Senator Severson
explained that the way the books are computed the loan value of the
Official Guidebook compares to the wholesale value used in other
books. He said this would make the situation a more equitable one.
The committee felt it was necessary to include the title of the

book in the statute. They also agreed that language be drafted into
the amendment that would clarify that it is not the intent of the
committee to use loan value in other areas.

MOTION: Senator Severson moved that SB 234 be amended per Exhibit 1,
inserting the name of the Official Guidebook, clarifying the intent
of the committee regarding loan value and including reference to the
effective date in the title.

In discussion of the committee it was agreed that the motion would
include the deletion of "tools" as part of the amendment. Mr., Jim
Lear, committee staff, was direoted to do other technical work on
the amendments. He explained the necessary technical details to
bring the amendments into proper form as they appear in the Standing
Committee Report attached here.

Question was called and the motion carried unanimously,.

MOTION: Senator Severson then moved that SB 234 do pass as amended.
The motion carried unanimously.

CONSIDERATION OF HB 339: Representative Jack Ramirez was recognized
as chief sponsor of the bill. He explained that the bill extends the
ability for tax increment financing. He said that this ability has
allowed Billings to build three parking garages which have facilitated
the building of other major buildings in downtown Billings. He said
that some cities have not benefited by the l0-year provision and asked
for a two year extension on the ability to create the distrfts which
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would then run for the 10 year period.

PROPONENTS

Mr. Greg Jackson of the Urban Coalition said the bill had been initiated
through the City of Billings and was supported by the coalition.

Mr. Geoff Badenoch, project manager for the City of Missoula, sub-
mitted written testimony (Exhibit 2). He said that the benefits of
the tax increment financing allow local governments to leverage pri-
vate investments. He said it is an efficient investment tool as the
full valuation is paid and there is no commitment of state revenues.

Mr. Ed Gallagher of Kalispell also referred to Exhibit 2 which sum-
marized projects already done in the state with this method. He
had a letter from the Superintendent of Schools, School District 5,
which endoresed HB 339. He said Kalispell had leveraged over 400
jobs and 28 new businesses in this way.

Mr. Tom McKerlic, Billings, submitted his testimony in writing
(Exhibit 3).

Mr. Bill Verwolf, City of Helena, and also representing the Montana
League of Cities and Towns said that the City of Helena has not yet
been able to do a project like this, but forsees one in the immediate
future.

Mr. Bob Goff, City of Great Falls, said this is critical to Great
Falls. He said that it allows a blending of private borrowing and
public funds to make projects practical and possible. He spoke of
Railroad Square and Pennington Place in Great Falls as examples of
what has been done there. He said the start-up time is necessary
and that the two year extension would really help. He said that
all individuals within the district benefit from increased tax base,
and that only those individuals involved pay.

Mr. Robb McCracken, Montana Department of Commerce, submitted Exhibit
4 and supported the bill.

Ms. Nancy Stephenson, Director of Neighborhood House Program in Great
Falls, addressed the concerns of areas that need sewer and water pro-
jects they could not otherwise pay for. She said tax increment finan-
cing allows these areas to become healthy neighborhoods again.

Mr. Dave Goss, Billings Area Chamber of Commerce, said they supported
the bill for its ability to assist in economic development and re-
davelopment.

OPPONENTS

None were heard.

Questions from the committee were called for.

In response to a question from Senator Eck, Representative Ramirez
clarified that the 10 year extension was for new districts and that
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the existing districts would be extended for two years. Mr. Gallagher
added that most projects didn't start until the late 1970s so that

the total time of the district would not exceed the contemplated 10
years.

Senator Eck commented that her community had taken exception to the
designation of "blighted" for certain of Bozeman's neighborhocis.

Senator Halligan asked if should be extended more than the bill's
current form would allow. Representative Ramirez said that others
may not want the funds tied up for that long and he did not want
this extension jeopardized by lengthening it.

After further clarification of the time periods involved Representa-
tive Ramirez closed without comment.

MOTION: Senator Mazurek moved that HB 339 be concurred in. The
motion carried unanimously. Senator Mazurek, as co-sponsor, said
he would carry the bill on the Senate floor.

CONSIDERATION OF HB 346: Representative Bob Gilbert, House District
22, was recognized as chief sponsor of the bill. He said that the
bill would redirect gasoline tax from the Department of Highways to
the aviation people for gasoline burned in airplanes rather than in
cars. He said it would generate about $120,000 annually that would
be rebated from highways to aeronautics.

PROPONENTS

Mr. Michael D. Ferguson, Administrator of the Aeronautics Division,
Department of Commerce, said they support the bill and pointed out
that the money would be used for public areas and for safety concerns.

OPPONENTS
None were heard.
Questions from the committee were called for.

In response to a question from Senator Severson Representative Gilbert
said that the money would be used for development and maintenance of
public buildings. He said it would be dispersed in the form of loans
and grants.

Senator Goodover commented that the bill should account for the fliuctua-
tion in gas tax per the Governor's request for additional gas tax.

CONSIDERATION OF SENATE BILL 373: Representative Dennis Nathe was
recognized as chief sponsor of the bill. He said that the information
on a computer should be used as a part of the assessment book defini-
tion. This would allow the county treasurers to pull up information
on a computer rather than being delivered a hard copy which would be
less useful.
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PROPONENTS

Mr. Mike Stephens representing the Clerk and Recorders said this
bill would allow a flexible system that would meet the requirements
and needs.

OPPONENTS
None were heard.
Questions from the committee were called for.

Senator Brown was reassured that hard copy is run to back up the
computer. Senator Neuman explained that in Cascade County the com-
puter information is kept on duplicate discs and can also be recon-
structed from a hard copy if necessary. Senator Hirsch said that
back-up was required by law.

Mr., Gregg Groepper said that the bill would allow a saving of time
and duplication.

Representatiave Nathe closed.
MOTION: Senator Goodover moved that HB 373 be concurred in. The

motion carried unanimously. Senator Brown agreed to carry the bill
on the Senate floor.

CONSIDERATION OF SB 234: Mr. Lear noted to the committee that there
were problems with the applicability date and effective date of the
bill that required clarification by amendment.

MOTION: Senator Severson moved that the committee reconsider its
action on SB 234 in order to make the necessary amendment. The mo-
tion carried unanimously.

MOTION: Senator Severson moved that SB 234 be amended to insert
necessary language on applicability and effective dates. The motion
carried unanimously.

MOTION: Senator Severson moved that SB 234 do pass as amended. The
motion carried unanimously.

CONSIDERATION OF HB 346: Brief discussion did not reach consensus
and the Chairman directed the attention of the committee to the trans-
mittal deadline for senate revenue matters.

CONSIDERATION OF SB 455: Senator Hirsch was prepared with numbers
showing the impact to counties after amendment, but did not have the
necessary language to insert a hold harmless clause into the bill.

Senator Towe asked that the Department of Revenue deliver those
amendments to the committee as soon as possible.

CONSIDERATION OF SB 462: Senator Halligan asked Mr. Lear if he could
work on a definition of administrative cost that would be acceptable.
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Senator Halligan said that some deductions ought to be allowed, but
those in the nature of overhead should not be.

Senator Towe said that well head costs were the best because they
were most easily defined. Senator Brown said that it pained him,
but he had to agree with Senator Towe.

CONSIDERATION OF SB 367:

MOTION: Senator Halligan moved that SB 367 do pass. Senator Halli-
gan said that the five percent rate is less than that of many states.
He said that it would increase the average price of a room from $1.50
to $2.00. He said that no evidence had been presented that indicated
this kind of legislation had a negative impact on the industry. He
said local governments need the funding for basic necessities that
are used by the folks who would be helping to pay the tax.

Senator Lybeck said that he agreed with what Senator Halligan was
trying to do, but that the timing of this move was poor for the in-
dustry involved.

Senator Hirsch also spoke in opposition to the motion saying that
if rooms were taxed for tourists the other parts of their dollar should
also be tapped.

Senator McCallum expressed surprise at the amount of property tax
paid by motels and hotels. Senator Halligan said those figures had
be inflated by inclusion of all parts of a facility rather than sep-
arating out those taxes paid just on the rooms.

Senator Brown said that property taxes are too high and that local
governments and school districts are dependent on those taxes. He
said this bill, however, impacts his part of the state at the wrong
time. He said go all the way with a sales tax, or let it go. 1In
conclusion he said to Senator Halligan that he would reluctantly
vote no on the motion realizing that a reluctant no counted as much
as an enthusiastic one.

Senator Halligan closed saying that those who use services should
help pay for them. He said this is no more than the cost of a drink.
He said there would be no major impact on the budget of the industry
as they are not going to pay the tax.

Question was called. Senators Hager, Halligan, Neuman and Towe

voted yves. Senator Eck, who was absent at that time, asked to have
her voted recorded as yes. Senators Brown, Goodover, Hirsch, McCallum,
and Severson voted no. Senator Mazurek was excused for the vote.

The motion failed.

MOTION: Senator Hager moved that SB 367 be tabled. The motion carried
unanimously.

CONSIDERATION OF SB 455: Senator Hirsch presented the committee with
numbers (Exhibit 5) that demonstrate the need for amendment to the
bill. Exhibit 6 contains his proposed amendments as drafted by the
Department of Revenue. Mr. Dave Woodgerd, Department of Revenue,




Page 6 March 13, 1985

explained that the amendments would guarantee a county 90 percent
of the amount received under the previous statutory formula during
the next bienium.

MOTION: Senator Hirsch moved that SB 455 be amended per Exhibit 6.
He said the total impact to 16 counties would be about $250,000, of
a total of $5.5 million dispersed.

Senator Neuman clarified how the dollars would be distributed following
fiscal year 1987.

Senator Hager asked if it was possible that there would not be enough
money to pay the 90 percent. Mr. Dan Bucks of the Department of
Revenue said that was unlikely as their projects were on the conser-
vative side. He said that for fiscal year 1986 they project $51.3
million from corporate tax revenues, and $55.3 million for FY 87.

Senator Towe said the words "provided sufficient revenues exist"
could be added to the amendment. The committee agreed.

Question was called and the motion carried unanimously.

Further amendment was discussed to piggyback Montana to the current
federal statute rather than to the federal statute as it is on Jan-
uary 1, 1985, as the bill currently states.

MOTION: Senator Mazurek moved that SB 455 be amended to strike
reference to January 1, 1985, thus coupling Montana to the federal
law. Senator Mazurek's motion included those amendments appearing
in Exhibit 7.

Question was called and the motion carried unanimously.

Senator Towe said that an additional motion would be entertained to
clarify effective and applicability dates. Mr. Bucks said that this
was necessary to avoid any problems in distribution of the dollars to
local governments.

MOTION: Senator Mazurek moved that SB 455 be amended on page 21,
line 12 to insert "July 1, 1985”"., The motion carried unanimously.

MOTION: Senator Mazurek moved that SB 455 do pass as amended. The
motion carried unanimously.

CONSIDERATION OF HB 317: Senator Hager asked what areas of taxation
the bill referred to. Senator Towe said it covered those things in

Class Six. Senator Mazurek pointed out the language that said "kept
for gain or profit". Senator Severson said that included everything
and Senator Eck said she objected to calling bees "livestock".

Senator Hager said that the Department of Livestock was funded by
the livestock industry and he wondered if owners would now have to
pay a per head fee for bees and chickens.

Mr. Gregg Groepper of the Department of Revenue said, no. He said
this bill clearly puts all these things in Class Six rather than in
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Class 10 which would be taxed at a higher rate.

Senator Mazurek asked what was the reason for the bill. Mr. Groepper
said that the bill came in at the request of the elected assessors

association to give clear legislative guidance to taxing these things
at the lower Class Six rate rather than the 16 percent Class 10 rate.

Mr. Lear was directed to look into proper definition language to be
used in the bill.

Chairman Towe adjourned the meeting at 10:03 am.
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Amendments to SB 234 Exhibit 1 -- SB 234

March 13, 1985

1. Title, line 4.

Following:

Strike:
Insert:

"TO"
"PROHIBIT"
"DIRECT"

2. Title, line 5.

Following:

Strike:
Insert:

"REVENUE"
"FROM USING REPLACEMENT COST AS A"
"TO USE CERTAIN SUBSTITUTES"

3. Title, line 6.

Strike:

Follewing:

Insert:

"SUBSTITUTE"
"APPRAISING"
"AND ASSESSING"

4? Title, line 7.

“Following:

Insert:

"PURPOSES; "
"PROVIDING AN EXEMPTION FOR CERTAIN PROPERTIES;"

Following: "15-8-111,

Insert:

M15-6-201"

5. Page 2, lines 3 through 12.

Strike:
Insert:

&

subsection (a) in its entirety

"The department of revenue or its agents may not adopt a
lower or different standard of value from market value
in making the official assessment and appraisal of the
value of property in 15-6-134 through 15-6-140; except
(i) the wholesale value for agricultural wosddy, imple-
ments, and machinery will be the loan value as shown in
he)national appraisal guide; and

(1) for agricultural twols/, implements, and machlnery
not listed in a national appraisal guide, the department
shall prepare a supplemental manual where the values
reflect the same deprec:.atlon as those found 1n‘
national appraisal gulde.

6. Page 3.
Following: 1line 14

Insert:

"NEW SECTION. Section 2. 15-6=-201. Exempt categories.
(1) The following categories of property are exempt
from taxation:

(a) the property of:

(i) the United States, the state, counties, cities,
towns, school districts, except property constructed,
owned, or operated by a public agency created by the
congress to transmit or distribute electric energy pro-
duced at privately owned generating facilities (not
including rural electric cooperatives);

(ii) irrigation districts organized under the laws of
Montana and not operating for profit;

(iii) municipal corporations; and

Exlutit 1--SB334.
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Renumber:

7. Page

(2) (a) The term "instituticns of purely public chari-
tv" includes organizaticns owning and operatincg facili-
ties for the care of the retired or aged or chronically
ill, which are not operated for grain or profit.
(b) The terms "public are galleries" and "public obser-
vatories" include only those art galleries asnd cbserva-
tories, whether of public or private ownershin, that are
cpen to the public without charge at all reasonable
hours and are used for the purpose of educaticn cnly.
{3) The following portions of the appraised value of a
capital investment made after January 1, 1979, in a
recognized nonfossil form of energy generatiocn, as
defined in 15-32-102, are exempt from taxation for a
period of 10 years following installation of the proper-
ty: : .
(a) $20,000 in the case of a single-family residential
dwelling;
(b) $100,000 in the case of a multifamily residential
dwelling or a nonresidential structure."

subsequent sections

3

Following line 18

Insert:

"NEW SECTION. Section 4. Effective date. This act is

effective for all tax years beginning after December 31,
1985."



Tax Increment Financing (TIF)--What is it?

(o]

O

TAX INCREMENT FINANCING

TIF authorized pursuant to the Urban Renewal Law (7-15-42/43 MCA)

Requires local governing bodies to declare a findi ing of bllghted
conditions. ‘

Urban Renewal District formed with local adoption of Urban Renewal ﬁlan

Base year establishes assessed valuation within the district.

Subsequent increases in assessed valuation earmarked to local Urban
Renewal Agenc1es as tax increment increases y

What can Urban Renewal Agencies do?

o

Land acquisition

Demolition and removal of structures

Relocation

Public Improvements Exhibit 2 -- HB 339
March 13

Other r 1983

What are the benefits of TIF?

O

o

Richard

Tax increment funds are used to leverage private investment
Increased local employment and economic activity

TIF is more efficient for local governments than tax abatements, developers
and businesses pay full assessed valuation .

TIF represents no commitment of state revenue

TIF increases revenues from business licenses and other revenue sources
which reflect restored economic vitality in an area

Communities benefit from decreased crime and health risks associated with
blighted areas

TIF is appropriate for nearly all sizes of communities, e.g. in Wisconsin,
towns as small as 300 in population have established Tax Increment
Districts

Mitchell, in the Journal of Housing, states:

" . . if government does not utilize the powers and skills
it has at its disposal to arrest and reverse the spread of
blight and deterioration, it is, by lack of act, adding to
every tax bill a charge for this neglect, which is the pro-
duct of decreased valuation and demand for increased govern-
mental fire, police, health, and welfare services."

Ecunt 2116 339
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RATIONALE FOR EXTENDING TAX INCREMENT PROVISIONS:

Tax Increment Financing Authority:

Under the current law, tax increment authority expires on the tenth
year after the adoption of an urban renewal plan by a municipality.
Because the state, through the County Assessors offices, was unable to
effectively segregate tax increment during the first two years that it
was available, the authority to use tax increment funds should be
extended another two full years in order to allow urban renewal
programs to realize the full ten year benefit of tax increment
financing that, the law intended them to have.

Tax Increment Bonding Authority: :

The Urban Renewal Law prohibits the issuance of tax increment bonds
after April 1987. This means that any Montana community currently
considering adopting an Urban Renewal Plan will not have this
financing tool available to them after this date . Bonding authority

is an important:redevelopment tool. The benefits accruing from TIF

bonding are critical to the overall and lasting success of an Urban
Renewal Plan. TIF bonding enables pivotal capital intensive
projects to be undertaken while only encumbering existing revenue; it
does not levy any new taxes. Often these "pivotal" projects
stimulate long and short term job opportunities while adding security
and value to previous efforts. Because of the time necessary to
develop TIF Bond capacity, communities are not ready to effectively
utilize this mechanism until near the end of an Urban Renewal Plan.
Thus, it is logical that TIF bonding authority run concurrently with
tax increment authority.



TAX INCREMENT PRO

To date, several cities have adopted Urban
considering instituting Urban Renewal Prox

lead in this area are Billings, Butte, Gr

Missoula: In recent times Missoula has
downtown area. 1979 saw 22 downtown estab]
there are few storefronts vacant on Higging
In response to the deterioration of the dowr
valuation the Missoula City Council adopt]
Urban Renewal Agency which was subsequent
Agency (MRA). While not all of the activ]
substantial portion is "spin-off" and may n
tax increment supported development.

GRAMS IN MONTANA

Renewal Plans and several are currently
jrams. The cities which have taken the
eat Falls, Kalispell and Missoula.

seen significant disinvestment in the
ishments close their doors. Currently
Avenue, the principal downtown street.
town and the associated drop in taxable
ed an Urban Renewal Plan and formed an
ly renamed the Missoula Redevelopment
ity downtown is attributable to MRA, a
ot have occurred without the impetus of

Program adopted: 1978
Private dollars leveraged: 928,640,213
"Spin—off" Private Investment: §55,100,000
Estimated jobs created:

Construction 846

New 518

Retained 606

Major Projects:

Riverfront Improvements—-Many proje
Clark Fork River to preserve and upgrade the
been identified as a priority consideration
see the river become a source of communit
through the Urban Renewal District, it
utilization of the river corridor will hav
activity in the downtown.

Commercial Development——The ope
convention/banquet facilities for 800 peop
UDAG grant from the federal government. MRA
as tax increment funded improvements. Thisg

y pride.

scts are completed or underway along the
river corridor.

The river corridor has
by the citizens of Missoula who'wish to
Because the Clark Fork runs
is anticipated that the increased

e a corresponding increase in economic

ning of the 200-room Sheraton Hotel with

le was made possible by the award of a
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Butte-Silverbow: With the well publicized closure of copper-producing
facilities it is small wonder that Butte's CBD has suffered hard times. However,
the efforts of the Butte~Silverbow Urban Revitalization Agency (URA) have attempted
to mitigate this trend.

Major Projects:

Facade Improvement Program: The URA provides interest subsidies,
matching grants, sign grants and design assistance for building facade improvement.
This promotes good urban design while making use of an important resocurce—--Butte's
historic architecture. The program provides direct assistance to businesses and
Uptown property owners,

Parking SID: The URA, through tax increment financing, has provided the

"up~-front" funds for development of off-street parking in the CBD. Property owners
provide only a portion of the cost through an annual assessment. New businesses and
residential activity may locate in the CBD without first having to provide off-
street parking. Prior to establishment of the SID, parking requirements were a major
obstacle to new development.
Cultural Events Program: The URA has used a portion of tax increment to promote an
annual arts festival, traveling theater groups, public art projects (murals and
student arts) and various concerts. These programs bring people and vitality to
Uptown Butte, extend the hours of activity and improve the' area's image in the
region.

Great Falls: Like other cities, Great Falls witnessed a reduction in property
'values, in the downtown area as economic conditions caused businesses to close their
doors. ' In response to this trend, Great Falls adopted an Urban Renewal Plan and

embarked upon a program to mitigate economic reversals. .

Major Projects:

A waterline extension ($9,444) facilitated a $2,000,000 Montana Farmers
Union Insurance Company office building.

Utility improvements ($54,017) made possible the renovation of the former |
Great Northern Depot for the offices of the Great Falls Gas Company. Private sector
investment in the prgject was approximately $l,270,Qd0.

A $350,000 low interest loan leveraged an additional $925, 000 private
investment for renovation of the former Russell Bu1 1lding fior retail, restaurant and
office space. v

The Southside Storm Drainage project is scheduled for construction this
spring. Great Falls anticipates bonding approximately $2,000,000 of the total
$3,500,000 project cost with tax increment funds. The project will alleviate
periodic flooding in a major portion of the CBD and the adjoi nvng neighborhood.



Kalispell: Downtown efforts in Kalispe
public/private partnership has gained ty
Kalispell. The city's current budget has
financed projects.

Major Projects:

Resolution #3547 pledges $578,925 ¢
construction and installation of designats
construction of the "Kalispell Center." TI
project funded with public/private investm
jobs will be created and additional $250,(

Kalispell has a loan leveraging ag
Savings Bank and a similar agreement with No
commercial loans have closed with 27 new by
The total capital leveraged is $2,877,444

Because of Kalispell's leveraging j
has occurred with private dollars in the plat
and the private landscaping and maintenance

TIF IN OTHE]
TIF is a widespread mechanism to achieve eco
of the states currently authorize TIF. The
%s well balanced, however, the south does

Of the Western and Rocky Mountain states

Washington have no TIF legislation. Resear
Mountain states authorizing TIF, except

specifically to TIF statutes.

STATES WITH T1]
Arizona Kentucky
California South Dakota
Colorado ' Maryland
Connecticut Massachussettg
Florida Michigan
Georgia Minnesota
I1linois Missouri
North Dakota Nebraska
Kansas New York

11 have been very successful. The
vo national awards for the City of
$800,000 set aside for tax increment

pf the city's TIF funds for the design,
>d public utilities necessary for the
he Kalispell Center is an $18,000,000+
ents. It is anticipated that 475 new
D00 will be added to local tax base.

reement in housing with First Federal
rwest Bank in the commercial area. 102
sinesses located in the project area.
and 190 jobs have been created.

rograms, a significant beautification
nting and maintenance of sidewalk trees
of a major CBD off-street parking lot.

R STATES
nomic development. Well over one-half
geographic distribution of TIF states
appear somewhat underrepresented.

. only Idaho, Nevada, New Mexico and

ch indicates that all Western and Rocky

Montana, have no sunset attached

F STATUTES
Towa
Chic |
Maine’
Oregon
Tennessee
Texas
Utah
Wisconsin

Wyoming




iz THE
70N CHAMBER.

P.0.BOX 7577 « MISSOULA, MONTANA 59807
(406) 543-6623

January 29, 1985

les Prentice

Missoula Redevelopment Agency
201 W. Spruce

Missoula, MI' 59802

Dear les:

The Chamber's Board of Directors gave unanimous. support to
HB339 which extends tax increment financing for two years.

‘ The Chamber salutes the work of the Redevelopment Agency
f ., and appreciates the close working relationship which we
' have developed with you and your staff.

Should anyone have questions about The Chamber's support
. for HB339 or our support of the overall redevelopment
! program, please encourage them to call me at 543-6623.

A \ Good luck with HB339, you.r agency is deservmg of ccxrmunlty !
. wide support.

C : With warm and personal regards,
! ‘ THE CHAMBER.

N ~_._ e .

David Owen, Executive Vice President

II)/CS )

RECEIVED

FEB 11985

- MISSOULR REDZ LGP MERT ACENCY
RISSOULA, MONTANA
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BILL COOPER
Superintendent
KEN SIDERIUS

Asst. Superintendent

FLATHEAD HIGH SCHOOL
Principal, William Vogt
KALISPELL JUNIOR HIGH
Principal. Larry Schulz
LINDERMAN SCHOOL
Principal. Josaph Super
ELAOD SCHOOL
Prncipal. Russelt Winters.
RUSSELL SCHOOL
Principal, Leanna 1saacson
PETERSON SCHOOL
Prncipal, Chartes Mideman
HEDGES SCHOOL
Principal. Kana Janes
EDGERTON SCHOOL
Prncipal, Rich Daves

TOM TRUMBULL
Business Manager
GARY ROSE
Administrative Asst.

SCHOOL DISTRICT NO. 5

PHONE 755-5015 - 233 1ST AVE. EAS[T - KALISPELL, MONTANA 59901

March 12, 1985

Mr. Edward J. Gallagher, Dir
City of Kalispell

Community Development Depart
Drawer 1997

Kalispell, Montana 59901

Dear Ed:

Please be assured of our su
Downtown Redevelopment Proj

pctor

ment

pport of your projects in the Kalispell
ect Area. The tax increment financing

that is presently generated will, in time, benefit the entire

community.

s/

In future planning for School District #5, we know that the

present construction now
is in the planning stages
plan for the School Dist
as soon as possible to t
increment project.

inderway and other development that
will greatly complement our current
rict. We will be submitting a plan
he City of Kalispell for a proposed

May 1 state that it has been a pleasure working with your office

and Councilman Wayne Saver

ttd, Chairman of the City Development

Committee. Looking forward to working with you for the betterment

of our schools and community

Sincerely,

Bl

Bill Cooper
Superintendent

\



SENATE TAXATION COMMITTEE HEARING ON HB 339
TESTIMONY FROM CITY OF BILLINGS STAFF

DT Redevelopment

The history of most Montana cities is 100 years.
A redevelopment district lasts 10 years.

Most districts are in downtown areas - areas that from 1885 to 1955 or 65
were the primary tax generator for their communities. They were the engine
that pulled the train for many years.

A study that was done in Billings at the time of the creation of this
redevelopment district showed that the redevelopment district comprised .6% of
the city's area and over 16% of the city's property tax base.

Even though the district may have consumed more services per square foot
than the rest of the city, it most certainly did not consume 25 times the
services than the rest of the city.

It can be argued, therefore, that in 1976, and certainly for the 90 years
before 1976 - that the district subsidized the development of the services for
the rest of the community (city, county, school district, and university
system). It continues to do so.

Also, it can be argued that without the contribution of taxes generated
over services used that property taxes of properties outside the redevelopment
districts would be higher. In fact, opponents of redevelopment districts make
as their major claim, that taxes rise because of redevelopment districts.

Imagine what would happen if no redevelopment districts ever were estab-
lished to insure that property values remained high - and that property valua-
tions decreased in the redevelopment districts rather than increase. Property
taxes outside the districts would skyrocket or services would suffer.

Attached please find a summary of our Tax Increment Expenditures over the
past 7 years. This summary points out the major areas of expenditure. Please
notice the amounts of money spent on infrastructure which I'm sure you are
aware is a problem both nationally and in this state in older CBD's. We are
addressing these needs with Tax Increment dollars before they become major
blight in our City.

I urge your support of HB 339 - an investment in the future of our cities,
school districts, counties, and other property tax supported services.
Attachment

T™/pt

Exhibit 3 -- HB 339
March 13, 1985



The City of Billings
into its 90 block Tax Incr
This represents 7 years of
$715,000 in 1978 to $2,594
The primary thrust of our
tures)infrastructure impro|

Parking Strv turx
Infrastructure
Development Assi
Planning

The above expenditure
buted directly to at least
This development includes
the 18 story lst Interstay
several historic building
Arts.

We strongly believe 1
public and private sector,
Billings. This area was i
district in 1976 with many
parking problems and an et
the advent of shopping mal
of the district, we have g
where it has been able to
better than the rest of ti

City

Taxable Valuatig

February 1, 1985- R

CITY OF BILLINGS
TAX INCREMENT DISTRICT
HISTORY

will have injected approximately $19 Million back
ement District as of the end of this fiscal year.
experience from annual revenues ranging from
,000 in 1985 and bond issues exceeding $7,000,000.
programs have been in the areas of parking struc-
vements and development assistance as follows:

$ 11,250,019

es
1,515,278

stance 3,257,995
110,000

s total 867 of total investment and will have contri-
$75 Million of new development. (Market Value)

e Building, a new 88 unit apartment building and
renovations including The Fox Theatre for Performing

hat the use of Tax Increment Financing, both in the
has significantly impacted the growth of downtown
n a dormant condition at the initiation of the
older functionally obsolescant buildings, severe
oding retail enviromment. We were also looking at
1s at either end of our City. Since the initiation
een the Central Business District make a comeback to
compete with the new malls and generally perform

1975-76 § 80,941,905
1984-85 109,243,008
Increase $ 28,301,103 -~

(1) Base year
loss of Bus

(2) Taxable va
City valuag

(3) 32% of inc

Increment

The City of Billing
District in 1984 resulti

z%
district addressing anticjipated needs over the next 10-15 years.
e accomplished in the next 3 years, if the district

much of this work could Y

vaarg
yearsg.

able at this time, nor an

1e City.
District Net City
n Taxable Valuation Taxable Valuation
(1) $ 6,109,487 - 8% § 74,832,418
15,217,539 - 147 (2) 94,025,469
35 $ 9,108,052 - 149%

$ 19,193,051 - 26%

32% (3)

adjusted from $9,396,438 to $6,109,487 as a result of

iness Inventory Tax - $3,286,951

Lue of the District has gone from 8% to 14% of Total

ion

rease in City Taxable Valuation occurred in Tax
District the past eight years

completed a planning study of their Tax Increment
in recommendations for further improvements to the
We feel that

There is ro other alternate form of funding avail-

ticipated over the next few years.

the Sheraton Hotel Building, the Norwest Bank Building,



DEPARTMENT OF COMMERCE
COMMUNITY DEVELOPMENT DIVISION

COGSWELL BUILDING—ROOM C 211

TED SCHWINDEN, GOVERNOR CAPITOL STATION
— SIATE OF MONTANA
(406) 444-3757 HELENA, MONTANA 59620

March 12, 1985

Honorable Tom Towe, Chairman
Senate Taxation Committee
Capitol Building

Helena, MT 59620

Dear Chairman Towe and Members of the Committee:

As the representative of the Montana Department of Commerce, I urge vou to
support HB 339.

The bill reauthorizes the use of tax increment financing (TIF) for municipal
governments. Tax increment financing is a real success story for Montana
municipal governments and for downtown businesses. Municipalities have gener-
ated thousands of dollars through TIF which has been reinvested in downtown
areas to revitalize the community business core and the physical environment.
Tax increment monies have been used to leverage private dollars for downtown
projects, thus, increasing the results of public investment.

The role of the Department of Commerce is, in part, to promote business
expansion and to assist communities in financing public facilities. Tax incre-
ment financing is a local method which communities use for both of these pur-
poses.

The Department's Business Assistance Division has worked "on site'" with 23 local
development organizations which .have expressed a keen interest in utilizing TIF.
The Community Development Division Has also worked with several different
communities on TIF. There are municipal governments which to date have not
adopted TIF but which are actively considering deing so. Passage of HB 339 will
allow these communities the option to adopt TIF as part of their local downtown
redevelopment, economic development, and infrastructure financing programs.

Thank you for the opportunity to address the Committee.

Sincerely,

242 e brachar>

Robb McCracken

Legislative Representative

DOC/Community Development Division
Exhibit 4 -- HB 339
March 13, 1985
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49th Legislature LC 1504/01

FIRST READING SENATE BILL NO. 455
/?{/ - 7{

1. Page 5, line 2:

Following: ‘\ba51s."

Insert: V\However, for fiscal years 1986 and 1987% no county
shall receive less than 90% of the average annual amount
.of corporation license and income taxes received by such
county for the fiscal years 1983 and 1984 from distribu-
tion pursuant to 15-31-702. If per capita distribution
‘'would result in a county receiving less than such guar-
anteed 90%, the per capita distribution of the 8.86%
“shall be adjusted accordingly so that no county receives
less than thefquaranteed 90% for fiscal years 1986 and CwtR

1922. This adjustment shall be made by the Department . = -

to preserve a proportionate, per capita distribution

ong those counties receiving more than their 90% guar-
anteed amount. The adjustment shall also not result in
?istributing more than 8.86% of corporation license and
income taxes to all counties. /g

2-_;ﬁsnumbes—eubeequant—subsactioa&.

,
l,/
/

/
/

67‘.“,}&@', 5.5%aed  revennes exsst

Exhibit 6 —-- SB 455
March 13, 1985




Proposed Amendment

Amend Title, Line 15.
Following: "MCA"

Insert: "AND THOSE DEDUCTIONS
NUE CODE AS—OF-JANUARY1; -1983
DIVIDENDS"

Page 2, line 23.
Following: ‘'™MCA" -

8 to Senate Bill 455

5 PROVIDED FOR IN THE INTERNAL REVE-
>, EXCEPT FOR CERTAIN DEDUCTIONS FOR

Insert: "and those deductions provided for in the Internal Reve-
nue Code as—of-January—1;-1985 except for certain deductions for

dividends"

Page 2, line 24
Following: '"income'

Strike: the remainder of lines 24 and 25 in their entirety

Insert: "."

Page 3, line 1
Strike: "31 MCA."

Page 8, line 14,
Following: "15-31-114"

Strike: 'the remainder of lipes 14 and 16 in their entirety.
Insert: "and for deductions not included in 15-31-114, those

deductions provided for in the Internal Revenue Code as—ef—Jamrary

-45—1985, except for the specipl dividend deductlons provided for

by Section 243 a(l) and (3), R44, and 245 of the Internal Revenue

Code, (or as those sections may be amended or renumbered), which

are specifically denied as deductions.: Those deductions in

15-31-114 that reference the [nternal Revenue Code shall use the

Internal Revenue Code in effert for the taxable year."

Exhibit 7 -- SB 455
Mafrch 13, 1985




ROLL CALL VOTE

SENATE TAXATION COMMITTEL
49 th Legislative Session -- 1985

Time ?ZQC7QMV\_. Date >7@ut% /5,:?5 Room 413-41>5

Motion: Ha¥ SR 3L Ao paos - %Az’z&;dd\__
14 2

Name Yes No Excused

Senator Brown e

Senator Eck . .
L/

Senator Goodover L

Senator Hager V//

Senator Halligan p///

Senator Hirsch p///
L

Senator Lybeck

Senator Mazurek L

Senator McCallum . L]

\

Senator deuman

Senator Severson L

\

Senator Towe




STANDING COMMITTEE REPORT

.......... Kaxch 13, 19 83
} MR. PRESIDENT
We, your committee on..................... et ieeraiea s m m ....................................................................
having had ungi:éonsideration ....................................... MS‘mu ......................................... N033§ .......
th blue
Lixus reading copy { _m_____ )
color
{Sanator Hazurek)
TAY INCREMENT PIMABCIHG--AMNRHD TERMIHATION PFROVISIONS.
Respectfuily report as follows: That...............coceiviiinenan, mmﬁll ......................................... No339 .......
BE CORCURBRRED 1M
RIBESRS »
L .
S m .................... g‘g ........ ' ............... Cha"man




STANDING COMMITTEE REPORT

et mrc.hlii. .............. 1985
MR. PRESIDENT
We, your committee on!:ij ...................................................................
having had under consideration.............c....coeiiniiininin., ﬂ ........... mli ........................................ N03?3 ......
third
Rkxui reading copy { blm_ )
color
OEFPINING “ASSEESZBNT BOOK™! IHCLUDIRG COMPUTER SYSTEMS IX DEFINITION.
Respectfully report as follows: That...........ccoooiiinii Ll 2 Mﬂaaill ........................................ N0373 ......
BF _CONCURRED IH
FREEX
BENEEREFTE
Senator Thomas B. Towe, Chairman.




STANDING COMMITTEE REPORT Page 1 of 2.

m’-s' ................. 1983
MR. PRESIDENT
We, yourcor;mitteeon ................................ !‘mtiaa ................................................................
having had underconsideration......................................m%..g%;t.}? ....................................... No"ss .......
first reading copy (_wa_g‘_lti.)
color

REVISING THE CORPORATION TAX COHRCERNING NBYT INCOME AND CONSOLIDATED
RETURKS.

Respectfully report as follows: That...................ccooal Smtasill ....................................... No 455

be amendad as follows:

1. %itle, 1iine 12.

Pollowings “PROGRAM)™

Insart: “PROVIDING FOR A DIFFRLUENT DISTRIBUTION FORMULA FOR PISCAL
YRARS 1936 AND 19357 70 IYSURE THAY B0 COUNTY RECEIVES LESS
THAN 90% OF THE AMOUNY DISTRIBUTED TO IT I¥ 1933 AND 13%84:"°

Ze Titlﬂ' line 15.

rollcviagt *HoA"

Ingert: ¢« AND THOSE DRDUCIICHS PROVIDED FOR I3 THE INTERNAL IRVENUE
QOBE: BICRPY FPOR CERTAIN DEDUCTIONS POR DIVIDEHDS®

3. Titlﬂ; 1lins 23.
Pollowing: "PROVIDING AN®
Strike: “IMMEDIATE"

4. Page 3; line 23.

Pollowing: ™HCA,"™

Insert: "and those daiuctions provided foxr in the Iaternal Revenua
Code, except for certain deductions for dividends,*

5. Pags 2, line 24 through line 1, page 3.
Followings “income®™ on line 24 ;
Strike: the remainder of lins 24 through "HCA*™ on lina 1, page 3

Chairman.




G.

Following: “bazis.”

Insert:

T

8.

?aga 5! liﬂﬁ 2. w

*Nowever, for fiscal years 1986 and 1587 no county shall
racaive less than 903 of the avarage asnual amount of core
poration license and income taxes raceived hy such county

for the fiscal years 1983 and 1984 from distribution pursuant
t0 15-31-782, If per capita distribution would result in a
county receiving lass than such guaranteed 90%, the per capita
distribution of 4.863% shall be adjusted sccordingly so that
no county raceives less than thely guarantesd 90% for fiscal
yaars 1986 and 1987 provided sufficisnt revanues exist. This
adjustment siall be made by the department £0 preserve & pro-
porticnate, par capita distribution among thoses counties re-
ceiving more than thelr 9%0% guaranteed amount. The adjustment
shall also not result in distributing more than 3.86% of cor~
poration license and income taxes to all countias.” %

Page %, lines 14 through 16.
Followings *15=3-114* on lina 14 ?
Btrikas '
Insexts

Fage 21' line 13.
Following: “effaectiva"

Stxikar
Inserts

the ramainder of line 14 through line 16

*and thosa deductions provided for in the Interanal Revenua
Code except for the special dividend deductions provided for
by section 243 a{l} and (3), 244, and 245 of tha Iaternal Eﬂwvl
venue Code, (or as those sections may bs amendad or ren

which aras spocifically denied as daductions. Those deduction=a
in 15-31=114 that refaerance the Intersal Revanue Code shall .
use the Intorsal Revenue Code in offact for tha taxable ysar.

?

*on passage and approval®
*July 1, 1935°

ASD AS AHENDED
DO _PASS

8

Senator Thonmas 5. Towe, Chaixsan
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e STANDING COMMITTEE REPORT

Paga 1 of 5
et e March 13, 1983
MR. PRESIDENT
We, your COMMItLEE ON ... .. covuiieitirireineerecnrraacaneaens ‘:mtion .....................................................................
having had under considerétion ..................................... sm“ . MI‘I ........................................ N0234 .........
first reading copy | _m. hits
color
PROMIBITING THE DEPARTHMRENT OF REVENUR FROR UBING REPLACRMBU® COST
IN APPRAISALS.
Respectfully report as follows: That...............ccevvvvvvvennnn. Sepate BLIX No.234
he ownended 2z follows:
1. ¥itie, line 4,
Pallowing: *7T0G"
Strike: TPROEIRIT"
Iasart: “DIRRCT®
2. Pitle, line §,
Followinge: °REVEBUR®
Etrikes: TPROM DSING REPLACENERTY COST 28 AY
Ingerts %70 OSE CERTAIN SURSTITIPER™
3. Title, line 6,
Following: 1ine 5 :
Strike: TBUASYITDYTRY
Pollowing: “APPBAISIHG®
Iazert: TAND ADSESSIHGT
4. ritle, line 7,
Following: “*PURPOSER:”
Ingarc: "PROVIDING AN EXIRVPTION POP CRSETAIY PROPEREIERS:®
Pollewingy “AMEREDING®
Striket: “SECTION®
Inanwts “ESROTIONG®
Following: “15~-£-~111°
Insart: “ARD 15-€6-301°
Fallowing: “MOA" ,
Ingert: %y ARG PRTWIDING AR EFFFCTIVE DATE EXD AY
AFPLICABIY.ITY DATE®
RERREX
XRTANX XXX

Chairman.




3. Page 1, line 2,

Pollowing: 1ine 7

Insart: “WHEREAS, the appraieal and azsessment of
agricultural implepents and machinery could ba scromplished
post afficiently and agultably by the use of the Cfficial
Guide, Tractor and FParm Bouipeent published by the ¥ational
Parm and Powsy Equipsent Dealers Association, §t. Lonis,
¥izzouri; angd

WHEREAS, the most accurate roflection of market valune of
agricultural implements znd machinery listed by the above
official guide is that of loan value as compared to
wholesale walue in other ratioral guidaes.®

€., Page 1, line 19,

Following: *i{h}*

Striker *rha”

Insart: “BExcspt as provided in zubgestion {3}, the®

Te Page 2, lines 3 through 12,
Pollowings *{2}”" on line 3
Periker remainder of lizne 3 through lina 12
insert: “The department of rTevenne or its agents mav pot
adont a lowar or differsnt standard of value from market
valye in making the official astesswment and appraisal of the
value of preoperty in 1%-6«134 throuvgh 15%-6-140, HCA, excedtg
{2} the wholesgale valus for agricultural implamerts
and machinery in the loan value as ghown in the OFfficial
Guide, Tragtor and Pars Eguipment publizhed by the navional
Lfarw and powar sguipmmnt dealsrs association, St. Louls,
#isgzouriy and
{5} for agriculturzl i{mplesentz and machinery not

lizted ix the offlcial guide, the department shall prepare LI

zsepplenental manuel where the valuew reflect 2he sane
depraciation ar those fournd in the efficial guide.®

3. Page 2, line 13,

Sexike: (BT

Ingert: *{1"

Renuzber: sohscouent Zubsectrions



Pt

&8 234
Page 3 of 5
Harch 13: 85

% Page 3, line 15,
Pollowing: line 14
Ingsrts “Sectisn 2, Section 15~5-201, MCA, is amenderd 2p vead:

*15-6-+201. Exerpt categoriesz., (1) The {ollowing
cateqories of property are sxempt from taxation:

{a} the propsrry of:

i} <the United Etates, the sztare, countiers,
citien, towns, schonl districts:

fil) irrigaticen 4gQistrictz organized under the laws
of Bomtanay and act oparating for praofis;

§41) municiosl corporztions and

{iv) publiec libraries;

¢h) buildings, with land they onowmpy snd furnishings
therein, owned by a church and used for antual religicus
worship or for residences of the eclergy, together with
adiacant land roasconebly necessary for coavanient use of
such building=ng

{c}) property used exclusively for agrienltural
amwi  horzticultural socisties, for educational purposes,
snd for hospitalsy

{8} property that masts the followiang conditiones

{1} is owred and held bv aay association or
corporation organized under Title 1315, chapter 2, 3, 28, or
333

(i1} iz devoted axclusively o uss ian comnaction
with 2 cemetery or cametaries for which a permanant
wave and immrovement fund has been establizshed 2
arovided for in Title 35, chapter 28, part 35 ard

{iii} fe not maintained and operatsd for private or
corporate profit;

el institutione of purely public charitys

{f} evidencs of debt sacured by mortgages of
record upon real or perszenal property in the state pf
Hontanay

(g} public art agalleries and public chservatories
rot used or hald for private or gorporate profit;

ik} all househnld gondm and forniture, iocluding but

not limited a2 eolocks, musicz)l inztraments, sawing
nmachines, and wearing apparsel of zembers of the family,
unsed by the owvnar for perzoral and demestic muarpoases  or
for {urnizshing or eguivning the family rasidence:



{i}) & truck ecanopy cover or topper weighing less -
than 300 pounds end having ne accommodationg attached, Such
property is also axempt from the fem in lien of tax,

{4} a Ddicvele, ar dJdefined in §1-1-123, vsed hr the
ownur for parzonal 2Iransportaticon purposaez;

{k} antomobiles and trucke having a rated capacity of
threa-guartars of a ton or less;

{1} Fixturas, Dbuildings, and Iimprovements owned
by ‘a2 cooparative asgociaticn or nonprofit corporstion
arganized to furnish potable water €0 f{ts nembers or
customers for ugew eother than the jrrigation »f sgricslitural
landy

{m}] the right of entvy that is & properir riaht
reserved in land or reteived by menne convevance {exclusive
af leasahold interasts), devige, or suecession %o
entar  land whoze surface titla iz held hy anothar o
sEplovae, prospect, or dig for eoil, gas, coal, or minsvaley
and

in} oroperty owned and used Hy 2 corporation or
assoeiation organized and opersted evcolusively Ffor tha
care of the Javelopmantally disabled, swentally 111, or
voeationally hasdicapped as dafined in 18-5+101, which iz
not  operatead for gain or profit. ; and _

o} all faram buildings with 2 market valae of lanz
than 5509 and all agricultnral isolemante and pachinery with
a_market value of less than 3160,

{27 {(a) The tsrm ‘institucions of parely public
charity” includes organizatione owning and ovarating
farilitien for the care of the retired or aged or
chronically 111, which are not eperated for gain or profit.

{51 The tarms “public art galleriss” snd “"pudlic
ohearvatorias® include only those art galleries and
ohservatories, whather of pablic or private ownership,
that ars open to the pubklic without charge 2¢ all reaazonable
acurs aad are usgsed for the purpose of education only,

{3} The following portions of the appraized
valoe of a capital investment made after January 1,
1978, in 2 recogaized asmmfoszil form of energey
grparation, ss defined in 15-32-107, are ezemnt from
taxation for a perisd of 10 »enra following inetallarion of
the properiy:

{3} 518,000 in the case nf » single~familv residential
duellipe;




b} $162,608 in the case of 3 sultifamily ragidentisl
dwelling or a ponresidential structure.”

Renumber: subsequent section

7 Page 3.

Pollowing: Iine 18

Ingzert:s TNEW EPCTION, Section 4., Effective date~—
applicability, This z2ct is effective on pazsags and
approval and iz applicable $o tax years beginning after
Decenmber 31, 1985."

e et






