
MINUTES 

MONTANA SENATE 
52nd LEGISLATURE - REGULAR SESSION 

COMMITTEE ON TAXATION 

Call to Order: By Senator Mike Halligan, Chairman, on February 
12, 1991, at 8:00 a.m. 

ROLL CALL 

Members Present: 
Mike Halligan, Chairman (D) 
Dorothy Eck, Vice Chairman (D) 
Robert Brown (R) 
Steve Doherty (D) 
Delwyn Gage (R) 
John Harp (R) 
Francis Koehnke (D) 
Gene Thayer (R) 
Thomas Towe (D) 
Van Valkenburg (D) 
Bill Yellowtail (D) 

Members Excused: None 

Staff Present: Jeff Martin (Legislative Council). 

Please Note: These are summary minutes. Testimony and 
discussion are paraphrased and condensed. 

Announcements/Discussion: None 

BEARING ON SENATE BILL 263 

Presentation and Opening Statement by Sponsor: 

Senator Williams, District 15, sponsor, said the bill 
provides that the general fund of a county is to be reimbursed 
for tax sale expenses before any distribution of the proceeds of 
a tax-deed sale is made. The bill is a high priority for 
counties and has no fiscal impact. 

Proponents' Testimony: 

Vernon Peterson, Fergus County Commissioner, presented his 
testimony in support of the bill (Exhibit #1). 
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Gordon Morris, MACo, said this is a reasonable cost issue. 
It clarifies the cost issue and makes it consistent with 15-17-
322 and 15-18-114. Both sections address similar issues. 

Cort Harrington, Montana County Treasurers, said last 
session a bill passed giving County Treasurers the ability to 
recover the reasonable costs of issuing a tax deed. This bill 
takes that one step further and extends their ability to collect 
the costs after the sale. 

Opponents' Testimony: 

There were none. 

Questions From Committee Members: 

Senator Towe asked if this would amount to a substantial 
cost to the state and if it would affect county revenues and mill 
levies. 

Mr. Morris said he felt it would have an impact but could 
not give an estimate of the net effect. 

Mr. Peterson said $700 seems to be about the maximum 
shortfall. That amount would be prorated to the entities 
involved except for the county which is just out the money. 

Closing by Sponsor: 

Senator Williams closed. 

HEARING ON SENATE BILL 262 

Presentation and Opening Statement by Sponsor: 

Senator Williams, District 15, sponsor, said this bill 
allows the County Commissioners to set the interest rate on 
contracts for the sale of tax-deed land and provides that the 
interest rate may not exceed more than 4 percentage points above 
the prime rate. He said the interest rate is currently 8% (page 
1, line 19) and the counties are losing money on that level. 
Counties are not in the business of being bankers but they would 
like to break even. 
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Vernon Peterson, Fergus County Commissioner, referred the 
Committee to his written testimony (Exhibit #2). He said this 
bill is a high priority of Fergus County. Fergus County is 
currently carrying nine contracts. People who cannot get a 
conventional loan are borrowing from the county and the county, 
if effect, becomes the bank. 

Gordon Morris, Executive Director, MACo, said there is no 
reason for counties to have to hold these contracts when there 
are other options available. 

Cort Harrington, County Treasurers, expressed support for 
the bill. 

Opponents' Testimony: 

There were no opponents. 

Questions From Committee Members: 

Senator Towe asked Mr. Peterson what he would change. 

Mr. Peterson replied the County needs a floating tax rate. 
They want the property back on the tax rolls. This bill allows 
the flexibility to help people if they cannot get a bank loan. 
He said he doesn't want to be in the position of encouraging 
people to borrow money from the county, but they do want to get 
the property back on the rolls. 

Closing by Sponsor: 

Senator Williams closed. 

EXECUTIVE ACTION ON SENATE BILL 262 

Recommendation and Vote: 

Senator Towe moved Senate Bill 262 DO PASS. 

The motion CARRIED unanimously. 
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EXECUTIVE ACTION ON SENATE BILL 263 

Recommendation and Vote: 

Senator Towe moved Senate Bill 263 DO PASS. 

The motion CARRIED unanimously. 

HEARING ON SENATE BILL 197 

Presentation and Opening Statement by Sponsor: 

Senator Kennedy, Jr., District 3. sponsor, said this is a 
revised West Yellowstone bill. It would enable other areas of 
the state to become resort areas and was drafted so that it would 
not have any impact on West Yellowstone or Senator Halligan's 
local option resort tax bill (SB 128). This bill allows for a 
resort area to be formed and removes the designation of a resort 
area by the Department of Commerce. Language on page 4 includes 
resort areas and other recreation facilities in the designated 
areas. He presented a proposed amendment which would allow 
electors to petition the county commissioners. Senator Kennedy 
reviewed the impacts of tourism on Flathead County as presented 
in Exhibit #4. 

Proponents' Testimony: 

Alec Hansen, Montana League of Cities and Towns, said West 
Yellowstone has proven beyond doubt that the local option resort 
tax can work successfully. There are no property taxes now in 
West Yellowstone because the system is working so well. The tax 
passed in that area on a 2 to I basis and they now collect in 
excess of $750,000 a year. He said other resort areas in Montana 
should be able to take advantage of this option. He noted there 
is a 15% higher property tax rate in those communities impacted 
by resort areas because of the additional demand on services due 
to tourist related traffic. He felt there could be $3.2 million 
in additional collections possible under this bill. The people 
in the impacted areas should have the opportunity to decide how 
they want to proceed. 

Larry Gallagher, speaking for Bruce Williams, Kalispell City 
Manager, presented a letter from Mr. Williams in support of the 
bill (Exhibit #5). 

Gordon Morris, MACo, expressed support for the bill. 
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Bonnie Tippy, Montana Innkeepers Association, questioned 
"substantial" on page 2, line 15. She felt the bill is ambiguous 
and broad enough to be enacted in Glendive or Townsend. She also 
expressed concern about a checker board pattern of taxation 
across the state if this bill is passed. 

A letter in opposition to the bill was presented to the 
Committee from the Kalispell Chamber of Commerce (Exhibit #6). 

Questions From Committee Members: 

Senator Towe asked Senator Kennedy if the word "substantial" 
would allow many more cities to qualify as resort areas than is 
really intended. 

Senator Kennedy said that is a possibility. 

Senator Eck expressed concern that the specific purpose of 
the tax be presented to the voters. 

Senator Kennedy replied it would be as specific as it needed 
to be to let the people know what they are voting for. The 
Commissioners will have to be responsible for notification. 

Senator Halligan asked why there are the major changes in 
population designations. 

Senator Kennedy replied that the Flathead area has many 
small towns very close together, i.e., Bigfork, Kalispell, 
Whitefish, Columbia Falls, and this bill would allow for an area 
wide designation and eliminate potential competition between 
communities. 

Mr. Hansen said the "area" definition could be interpreted 
to include the whole county and he felt it should be further 
clarified. 

Senator Thayer expressed concern about the "substantial" 
provision, also. He asked Senator Kennedy if it could be 
stricken. 

Senator Kennedy said he questioned "major" but felt 
"substantial" was a little less than "major". 
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Senator Thayer said he has been getting mail and calls from 
innkeepers and taverns asking for exemption because there is 
already a 4% bed tax being collected. He asked Senator Kennedy 
how he felt about such an exemption. 

Senator Kennedy said he felt they should not be exempt. 

Closing by Sponsor: 

Senator Kennedy closed by saying although this is a tax on 
tourism, he firmly believes the only good tax is a tax someone 
else pays. He said it was time to let other people help the 
local communities pay for providing services. The bill allows 
local governments to take care of themselves and is a democratic 
and fair bill. 

EXECUTIVE ACTION ON SENATE BILL 213 

Discussion: 

Senator Towe noted the motion to reconsider action on SB 213 
had passed at a previous meeting. 

Amendments, Discussion, and Votes: 

Senator Towe moved to amend the bill on page 4 by striking 
the Rule 4 language and insert "post on the property where there 
is a structure or personal contact". He said people are afraid 
of the Montana Rules of Civil Procedure. Senator Towe said if 
certified mail doesn't work, regular mail should be tried. Every 
effort should be made to contact the owner and if they are not at 
the residence, notice should be left on the premises. He felt 
the current language on page 4, lines 1-4, would not pass 
constitutional muster. 

Senator Thayer expressed concern about the notice being 
posted on the premises and then being destroyed by weather. 

Senator Towe said, at this point, the State can take 
people's' property without any real good notice. This bill would 
tighten the notice procedure. He said the notice of tax title is 
the most significant notice in the whole tax process and it is 
imperative that it be as well defined and workable as possible. 
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SENATE TAXATION COMMITTEE 
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Senator Towe moved to amend the bill as per the amendments 
reflected on the attached standing committee report (Exhibit #7). 

The motion CARRIED with Senators Thayer, Halligan, and Van 
Valkenburg voting no. 

Recommendation and Vote: 

Senator Towe moved SB 213 Do Pass As Amended. 

The motion CARRIED on a roll call vote (attached Exhibit 
#8) • 

ADJOURNMENT 

Adjournment At: 10:00 a.m. 

SE TOR MIKE HALlyI AN, Chairman 

JLLD. ROHYANSf,:Secretary 

MH/jdr 
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ROLL CALL 

SENATE TAXATION COMMITTEE 
DATE ~/;~ 

~~~~EGISLATIVE SESSION 

NAME PRESENT ABSENT EXCUSED 

SEN. HALLIGAN X 

SEN. ECK )' 

SEN. BROWN ;;/ 

" 

SEN. DOHERTY V 

SEN. GAGE V 

SEN. HARP Y 

SEN. KOEHNKE ~ 
\ 

SEN. THAYER V 
"-

SEN. TOWE < /, 

SEN. VAN VALKENBURG V 

SEN. YELLOWTAIL X 

, 

Each day attach to minutes. 



RESOLUTIONS 90-22 

TAX DEED COSTS 

WHEREAS, counties are charged with 
collecting taxes for all entities, 
and 

WHEREAS, this duty sometimes re
quires Tax Deed Process, "and 

WHEREAS, the tax deed process is 
an added expense to the counties, 
and 

WHEREAS, these costs are not al
ways recovered (if the tax deed 
sale doesn't gross enough money) 
under current statutes. 

NOW THEREFORE BE IT RESOLVED that 
HAeo ask the 1991 legislature to 
delete the words shown from §7-B-
2306(1) (a), as follows: 

1 (a) Upon a sale of such 
property, the proceeds of each 
sale shall be credited to the 
county general fund to reimburse 
such for expenditures made there
from in connection with the pro
curement of the tax deed and hold
ing of the sale. 

(b) Upon a sale of the property, 
if there be any amount remaining 
of such proceeds after the payment 
of the amount specified in subsec
tion (1) (a) and such remainder is: 

SUBMITTED BY: Districts 6 - 7 
Fergus County 

APPROVED ANNUAL CONVENTION 
JUNE 13, 1990 

PRIORITY: HIGH 

SEitATE TAXATION 
EXHIBIT NO._..!..I ___ ~ 

DATE. :l,/(-i/Q/.":1 

BILL NO. S 13 «'="3 ".! 



RE: SB#263 
on Tax Deed- county' s costs 
Testarrony- Vern Petersen 
Fergus County Commissioner 

EXAMPLE of Property Sold by Fergus County in 1989: 

Del. Tax $ 38,629.00 

Page 1 of 2 

penalty/Interest 16,051.00 (Penalty $721/ Interest $15,329) 
County Costs 2,481.00 

TOTAL· $ 57,161.00 

SALES PRICE $ 41,000.00 

Under current statute the county is reimbursed $10.00; and the 
remaining $40,990 is distributed to school districts, city, etc. 

Proposed law would reimburse the county's tax deed account for $2,481; 
. and the remaining $38,519 would be distributed. 

Tax Deed Costs included 
Tax Deed Search 
Certified Mail 
Publications 

for this example: 
$ 156.60 

8.00 

Attorney fee (outside) 
Attorney fee (outside) 

After court case 
Search update 
Certified Mail 
Publications 

Insurance costs* 
Deliquent water, se'Wer , 

& power costs 
TOTAL 

14.50 
599.60 
101.71 

$ 879.91 

35.00 
6.00 

46.50 
$ 967.47 

612.00 

902.13 
$ 2,481.54 

* Insurance costs were to insure property from the time Fergus County 
took tax deed until sold at tax deed sale. 



RESOLUTION 90-25 

TAX DEED CONTRACTS 

WHEREAS, the counties are allowed 
by statute to offer contracts for 
deed property sold, and 

WHEREAS, the interest rate for 
these contracts are statutorily 
set, and 

WHEREAS, these interest rates are 
set so low as to encourage con
tracts, and 

WHEREAS, these contracts are 
creating more costs to the coun
ties to administer, and 

WHEREAS, a more competitive inter
est rate would discourage the use 
of the county as a bank and push 
that business to private enter
prise banks where it belongs. 

NOW, THEREFORE BE IT RESOLVED that 
MACo support a change in the in
terest rate in section 7-8-2304-
(2) (a) as follows ... all deferred 
payments bear interest at a rate 
established by the County Commis
sioners but not to exceed prime 
plus 4% per annum. 

SUBMITTED BY: Districts 6 - 7 
Fergus County 

APPROVED: ANNUAL CONVENTION 
JUNE 13. 1990 

PRIORITY: HIGH 

. " 



Amendments to Senate Bill No. 197 
First Reading Copy 

Requested by-Sen. Kennedy 
For the Committee on Taxation 

1. Page 4, line 21. 

prepared by Connie Erickson 
February 11, 1991 

Following: "commissioners" 
strike: ", following receipt of" 
Insert: "or by" 

1 

CY'-'·-·'T ~'''' ? 
L.J\I Lw", ,', .. _"""2.L----~ 

DATE.!:.--..:......:{l+-</lw3:J..,o/c.....:Q...;,.I __ .. _: "~ 
~~No __ ·~5~/1~J~1_Y~_-·'-_~~ 
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FLATHEAD COUNTY TOURISM 

Source: Steve McCool 
Director of Institutions for Tourism and Recreation Research 

Missoula, Montana 

$768,993.00 - 4% Flathead County Lodging Tax Revenue 
October 1, 1989 - September 30, 1990 
(see attached). 

$19,224.825.00 - Gross Lodging ($768,993.00 divided by .04). 

'Lodging is 18% of non-resident expenditures. 

$106,804,583.30 - Total non-resident expenditures 
($19,224.825.00 divided by .18). 

$3,204,137.50 - Potential of 3% Resort tax revenue. 
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WITNESS STATEMENT 

To be completed by a person testifying or 
their testimony entered into the record. 

E::H:m r;o.-:-S,-:-~ __ _ 
DATE... ~ II ~!'! I 

i 

SILL NO. 5;:J !i/' ;.~ 

a person who wants 

Dated this !;~ day of ....;,£~:!? __ . _""1:..... ______ , 1991. 
, 

Name: / >~'J.u'.'~ Yl./I,{(;J!~ 

Address: C;' C· d //" - ~-'77c/ // 
--~~\~/~--~----~--~~=-~~----~~~----------------

f 

1 h b 7<-'" /,,.-' /":-' Te ep one Num er: ______ ~~~~o:~~r~-~=~u~/~· ____________________________ _ 

Representing whom? 

C, >: 6 /:'."JyP / I 
Appearing on which proposal? 

?e 172 
Do you: Support?,-'~ Amend? ----- Oppose? ____ _ 

Comments: 
/' 

/-J1Ii ~ /// "/< 

PLEASE LEAVE ANY PREPARED STATEMENTS WITH THE COMMITTEE SECRETARY 



February 11, 1991 

Senate Taxation Committee 
State Senate 
Capitol Station 
Helena, Montana 59601 

Dear Senator Halligan and Members of the Senate Taxation 
Committee: 

We have followed with interest the attention that the State 
Senate has given to SB 128, the resort tax bill, which applies 
only to unincorporated areas of less than 2 , 500 people. 

The logic used by the proponents of this bill indicate that the 
public service demands of tourists are so great that the local 
citizens can no longer afford to pay the public service expenses, 
thus the need for special leg.f.slat.i.ve authority for a sales tax 
of up to 3% on non-essential goods and services. 

You now have before you SB 197 which would amend the present law 
to allow tourist impacted cities such as Kalispell to also 
benefit from the resort tax should the voters approve. There is 
very little difference between what you are already allowing 
under present law and what is taking place in the Flathead valley 
and specifically Kalispell. 

Our public services are presently being funded by local property 
taxes and user fees neither of which were ever designed or 
intended to support tourist impacts on local governments capacity 
to serve. It makes a great deal of sense in situations such as 
we have in the Kalispell area to let the local citizens decide by 
a vote if they want to spread the cost of providing service to 
those frequent visitors to our area who pay absolutely nothing 
for the service they consume. 

We in Kalispell local government support the concepts of SB 197 
and encourage the committee to support the legislation allowing 
local governments under 15,000 population the local option of a 
resort tax. 

Respectfully Submitted, 
, 

/3~ W.df...~ ~.-. 
Bruce Williams 
City Manager 
City of Kalispell, Mt 59901 



FEB 11 '91 15:29 KALISPELL CHAMBER 

Area Chamber of Commerce -
SEW.TE TAXATlON 

EVL" niT rIo _.--:.£=--~--/\rl:O. ,. 

;;;<, J; ;,,) q )'~ 

TU: 

fROM: 

OATE~ 

DATE I ' 1 '-:-Ji 
( A. /' I-'~ 

BiLL NO . d L/ / - -

senate Taxation Committee 
Senator Mike Halligan, Chal~man ~ ~ ,~ 

Nick Haren, Executive Vice president,(/';,.;c ~ 
Upposition to S8 197 

February 11, 1991 

'the Kalispell Area Chamber of Commerce has opposed the 
e~tabllshment of local option taxes 1n any form du~ing the 
past two legislative sessions as mere "bandaid" app!'oaches to 
solving state and local government revenue problems. 

S8 197 (AN ACT REVISING THE DEFINITION OF A RESORT 
COMI1UN I TY FOR PURPOSES Of A RESORT TAX; DEF I N I NG .. RESORT 
AREA"; PROVIDING FOR A RESORT TAX IN UNINCORPORATED AREA, 
ANDj EXTENDING THE TAX TO SKI RESORTS AND OTHER RECREATIONAL 
F'AC':ILITIES) is Just another form of "bandaid" remedies that 
expands p.xistlng reso~t tax legislation 1n hopes of solving 
revenue problems of smaller inco~poLated communities without 
addressing the greater state-wide issue. 

We urge you to oppose S8 197 .. 

The legislature's concentrated efforts to accomplish 
comprehensive state tax reform in this session will do far 
more to solve state and local government revenue p~oblems 
than will any local option tax. 

15 Depot Loop • Kalispell, MT 59901 • (406) 752-6166 
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We, iourcommittee on Taxation having had under consideration 
S <-: nat.· B i 11. N I). 2 1. .3 (f i r 3 t red d 1 n '1 <:: () I? Y .-.- ~f h it "', ), r '" s pee t t u 11 y 
report that Senate Bill No. ~13 b~ amend~d an~ as 30 a~~nded do 
pas:3 ; 

St.ri~>:!~ t':31\LE:3" 
I n D e (' t : " DE l'! 0 ~3 .. 

2. Titl~. lines 7 and 8. 
St-rik,:; "PUH~:lUA.NTu on lin'~ "/ throlqh "PROCEDURE" on 1 tne 8 
Insert: "BY ORDINi\R'{ HAIL A~m \?y mn: F:f<'FI.lP'r TO PER::-:ON;U,LY :3g1~VE 

THE NOTICE" 

J. Tit 1 ':, ). J, 1l e :~" 

f <) 11 ( j '¥ i n q; .. II NO" 
In;;':>rt.: ":SHALL" 

1 Titl~ lin~ J, 

f ... ) 11 ,; '" 11 .(; " F 8 ;:: '\ I :3 }; : ~ " 
In 3 ~.~ l' t, .• \H! EN T H f~ R ~~ I.3 j\}J .4. C '1' (jf\ L .3 T RUe T 1] TU; .. 

'5. POl'.)" ·1 r line'::: ;~ ::lild .3. 
:3 t. r i k ',-: .. e.:!.J~A!1.:H! L tt 'J i" 1 i_ n ,~ ::' t. h [.J 11 J I~! ., r! r_'2-,~:::-il]X'::_ " ; .. It 1 l 1 i ': 

1 n.-3 ~ c t, .. t; Y 0 L din .j( '/ rn:l II .. 

6. P .j, '"j (., 4, 1 .i rl ';J 'I, 
FolloHifl]: "l.~y" 
Insectl ",.'\t l~~'\st on" ,~ftxct t:' P-:[30ILdLV :-3el"I'~ th·' n.--d:\:.:: HId 

by" 
Following: "2remises~ 

Insert: ~when there is an actual structure" 

S i ,'r n ~ d : : -', ,-., -_._-----------_.--...."...-.-. ,~ 

Mike Halligan, Ch~irman 

~
~ 2-/-:'-11 
,- --~ 

,/ d. Coord. 

r< -... '::'- // ---------.... - ...... ~-:.;- ... ---,-



ROLL CALL VOTE ~H1E '-U\i~ ;--:ij~~ 

tAl/j/jIT :,0 __ 3' .. -"=cm' ..... 

l)~;:_ /l !/~ IV J 
> ( ,r 

31U NO, rSL3.;;r J "3 '-L~ 

S" !' )1/ft( Bill NO. .;;;/.3 Tirre, __ _ 

NAME 

SEN. HALLIGAN I I X 
SEN. BROWN I X I 
SEN. ECK I A: I 

I I SEN. GAGE Y 
SEN. VAN VALKENBURG I I )( 

, SEN. HARP I I X 
SEN. YELLOWTAIL I X I 
SEN. THAYER I I } 

SEN. TOWE Y I 
SEN. KOEHNKE I } , 

SEN. DOHERTY ! y I 
I I 
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HR. PHEistoeNT: 

SENATE STANDING COMMITTEE REPORT 

• l 

Fa.qe 1 of 1 
February 13, 1991 

We, yo l1 reo m mit t ,;: -= Cl n l' ,u: d t ion h a v i n 'J h t\ d tI n rl e r- c /) n g .i. d <; rat i 0 It 

Senilt,:, Bill N'D. ;)fj~~ (first !,~.3.dinq copy -- \ .. hit:~L rl}>'jp(~!~t:f1l1ly 

r~port thdt Sen~te Bill No. 262 do pass. 

, .... '--" 
./".-/.' ' 

Signed; _________ ~._i __ _ 

Hik~ Halliqari, Chairman 

'\ 
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E' f.! b r 11 dry 1 3 , 1 '3 9 1 

w~, your committee on Taxation having had und~c ~onsiJBratia~ 
Senate Bill No. 2(j~ (ti.rs 1: re~dinq copy - _. whit~). re:::p(~Gtt\Jlly 

report that Senate 8Lit No. 2GJ do ~1~3. 

S i. q ned: ______ ._-'--:-_ 
Hik~ Halligan, CliainR:lt1 

d. Coord. 

I 
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