MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE SENATE
Third Special Session

June 27, 1986

The tenth meeting of the Senate Taxation Committee was called
to order by Chairman Thomas E. Towe in Room 325 of the State
Capitol at 8:15 am.

ROLL CALL: Senator Hager joined the committee late, all other
members were present at roll call.

CONSIDERATION OF SB 23: Senator Tom Keating, Senate District

44, was recognized as the chief sponsor of the bill. He said that
SB 23 had been drafted incorrectly and that SB 24 was introduced
in its stead. He asked that $B 23 be tabled.

MOTION: Senator Mazurek moved that SB 23 be tabled. The motion
carried unanimously.

CONSIDERATION OF SB 24: Senator Tom Keating, Senate District 44,
was recognized as chief sponsor of the bill. He began by discus-
sing the constitutional establishment of a permanent trust fund
for the coal tax revenue. He said the contributions to that fund
now amount to about $200 million. He said the coal severance tax
must be reduced before the markets are lost. He said that the
bill would suggest a reduction from 30 to 15 percent, cutting the
tax in half. He said that no further dollars would flow into the
permanent trust and that the remaining 15 percent would go to those
areas already set by law. He said that now was the time to stop
the flow of money to the permanent trust.

PROPONENTS

Representative Tom Asay, House District 27, said that he had invited
some people from the affected area to speak.

Mr. Larry Salmenson, Sarpy Creek Mine, Westmoreland Resources, said
they employed 116 people a year ago and that there are 20 left
now. He said he appeared on behalf of people who had lost jobs.
The payroll, he said, has gone from about $80,000 to $15,000 per
week. He said the mine should be shipping 40 million tons of coal
now. He said without the bill Morrison Knudson would be gone from
Montana.

Mr. Duane Ankney, Local 400, Western Energy, said that jobs are
leaving the state. He said that he had worked at every mine in
southeastern montana and that all had safe and healthy working
atmospheres. He said that without work he would be forced to go
to Wyoming.

Mr. Thomas Rockroach, a Northern Cheyenne and employee of Western
Energy, said that without a job all dreams come to an end. He
said he had just finished his fourth year working for Western
Energy. He said that hopefully the committee would give the bill
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a fair shake so that they could continue the dreams for their
famalies. He said they had put money into savings, .been able

to purchase land and that no jobs meant a variety of devastating
things. He said there would be no opportunity to seek the Ameri-
can way of life. He said that at least he could hunt freely on
the reservation, but that many of his fellow employees couldn't.
He said that a combined effort should be made to do somethlng
about the coal market.

Mr. Craig Nile, United Mine Workers of America, Local 1575,
Forsyth, said that he was a machinist for Peabody Coal. He said
that he had worked six days a week just a year ago and now was
down to four to two days a week. He said that Peabody cannot
employ them for much longer. He said that the lay offs and cut
backs hurt the mainstreet businesses. He said that a severance
tax reduction will help.. He said that the Wyoming mines are -
gearing up as the Montana mines are shutting down.

Mr. Leonard Colt said he felt like an endangered species. He
said that coal companies already pay a lot of taxes. He asked
who will pay those taxes when the companies go under. He said
the loss of revenue was a real concern to local governments.

Mr. Dan K. Stanley, a union steward in the Rosebud mine, said that
workers from all over the state come to Colstrip to find jobs.

He said they are losing their homes. He said that -they appeared
before the committee asking to work and to be competitive and to
try to keep their jobs.

Ms. Terri L. Austill, Colstrip, an operator laborer, said that
she represented those who were sole supporting parents. She
needed her job to support her three children and would say yes
to the 15 percent coal severance tax reduction if she could get
her job back.

Mr. Joe Novasio, said that he had been at the mine for 12 years.
He said that they have experienced 140 lay offs. He said that
the town would be nothing without mining. He said our people
aren't working and that they are the most productive miners in
the nation. He said they could move 140 feet of dirt with less
impact because they move coal with hearts. He said that he had
never seen a day go by that a coal train wasn't loadédd until
recently.

Mr. Jack Ball, Business Manager, Local 400, at Sarpy Creek and
Western Energy, said that his members are in a bad way. He said
that they are native Montanans and want to raise their children
and have jobs here.

Representative Tom Asay noted for the committee that the plug
had been pulled on a local television network because of the
lack of dollars. He said that while the bill just came in, many
had made a great effort to get here and that they represent many
more who could not come.
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Mr. Jim Rugemer, County Commissioner from Big Horn County, said
that coal is not being mined because of the severance tax. He
said that coal companies are going under. He said that hysteria
prevailed when the severance tax was embedded in the constitution.
He said that this tax operates as colonization and imperialism.

He said that it affects the market price of coal. He said that
he didn't know if the bill could work, that it could be too late
for it to work. He said the people of Montana should be allowed
a chance to vote as they could not do worse.

Representative Asay said that people are losing their homes in
Forsyth. He said four were returned to the bank just in the
current week. He said two of those were directly related to
Colstrip lay offs.

Mr. Jim Mockler, Executive Director of the Montana Coal Council,
submitted his testimony in writing (Exhibit 1). He also provided
the committee with Exhibits 2, 3 and 4. He supported SB 24.

Mr. Jim Murphy, Western Energy Company Vice President of Marketing
and Coal Sales, said that they support the bill and urge its
adoption. He said that the bill prevents future strangulation

of the industry whose growth had been initially phenomenal. He
said that the growth was now 2.6 percent a year as opposed to

62 percent annually in the early years of the industry. He said
that it was not coincidental that the coal severance tax had

been passed in 1975. He said the severance tax killed the coal
industry. He said the severance tax was at 30 percent, the gross
proceeds tax at 4.5 percent (in Rosebud County), the resource
indemnity trust tax at .5 percent, making approximately a 35 per-
cent state tax. He said that there were two federal taxes in
addition to that; 3.5 percent a ton, plus 4.4 percent in black
lung tax. He said that made the total tax burden in Montana
about 43 percent. He said that adding the federal royalty rate
to that would bring the total government imposed tax burden to
about 55 percent. He said that the fruit of the labor cannot

be taxed at that rate with the expectation that it will sell in
the market place. He said there has been a 36 percent workforce
lay off and a 23.8 percent drop in coal production.

Mr. Murphy continued saying that Western Energy had done an un-
paralleled marketing program to develop new markets for Montana
coal. He said they had six people contacting over 100 coal users
to try to sell Montana coal. Secondly he said that an employment
maintenance price discount to existing customers had stimulated
some additional consumption. He said that Wyoming is displacing
Montana coal. He said that Minnesota once was a good market
because of a freight rate advantage, but that had disappeared.

He said industry publications explain and prove conclusively

that Montana's price advantage has disappeared entirely. He
urged the committee to endorse SB 24. He said that a lower tax
rate would preserve jobs and markets for Montana coal. He sub-
mitted Exhibit 5 to the committee.
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Former Senator Carroll Graham said that the Legislature had waited
too long to do something about this problem. He said that he
had brought this question up in a five-state conference years
ago. He said that Wyoming has about half the tax Montana has.

He said that Wyoming state senator Hickey said that is just as
Wyoming wanted it. She told him, "You have the tax and we'll

get the business." Use of coal has fallen back and it looks like
the decline in usage will be permanent. He noted that the short-
age of gas and oil had passed. He said that manufacturing use of
coal was not so great either. He said that a point has been
reached where Montana has to do something. He said that his
former Senate district had been going great guns but that now

it was losing mines. He said that at one time Wyoming production
was less than Montana's, but that now Wyoming production was in
excess. He said that Montana production would be completely
killed because it was not so highly competitive. He said that

he hoped SB 24 was reported out of committee to let the people
vote on it. He said that a $300 million nest egg had already
been set aside. He said to hold it at that level and reduce the
price so that Montana could sell coal again.

Representative Marian Hanson, House District 100, said that she
supported SB 24 for the reasons stated. She said it would keep
the coal miners going.

Mr. Dave Goss, Billings Area Chamber of Commerce, said that the
increased productivity in the coal mines could be felt in ripple
effect through the entire economy.

Mr. Larry Icennogle, project manager for Montana Association of
Counties, said the bill is an incentive measure for getting new
markets for Montana coal.

Senator Ted Neuman was excused from the committee at this point
because he was needed in the House Taxation Committee.

Mr. Icennogle discussed the numbers of primary construction and
mining jobs that were created by the coal industry. He said

that if a mine were built it would result in 938 primary construc-
tion jobs, 300 plus mining jobs and 200 plus permanent jobs. He
said that amounted to $3 billion in terms of tax revenue and
permanent income. He said the bill was now needed to make the

tax structure competitive.

Mr. Mike Micone, Executive Director of the Western Environmental
Trade Association, said that last fall WETA had commissioned a
survey by the University of Montana Bureau of Business and Econo-
nomic Research. He said that survey showed that Montanans do
support using natural resources. He said that 93 percent of the
respondents supported development. He said that people want the
coal mined. He said passage of the bill would be a message of
serious business promotion. He urged the committee to support
SB 24.
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Ms. Lorna Frank, Montana Farm Bureau, said that they support
SB 24'

Mr. Don Ingles, Montana Chamber of Commerce, said that they support
SB 24.

Mr. Keith Anderson, Montana Taxpayers Association, said that they
support SB 24.

Senator Pat Goodover, a member of the committee, rose to support
the bill as a long-time proponent of reduction of the coal severance
tax.

Senator Larry Tviet, Senate District 11, said that he supported
SB 24.

OPPONENTS

Mr. Russ Brown, Northern Plains Resource Council, said that the
bill begs the question of competitiveness. He said that the agri-
culture sector was losing jobs to miners. He said that a serious
effort to reclaim mining jobs would involve reform of the Staggers
Rail Act. He said that transportation accounts for 60 percent of
the delivered price of coal, while the tax only accounts for 10
percent. He said that the bill does not accomplish what the
sponsor intended.

Senator Dorothy Eck -asked that the hearing be recessed. She said
that information comparing Montana and Wyoming rates as they
affect the marketablility of coal should be provided to the com-
mittee. :

Senator Larry Fasbender, Director of the Department of Natural
Resources and Conservation, said that water bond rating was

in part dependent on the money flowing into the coal tax trust.
He said it allowed a better rating and a lower interest rate.

He said the bonds now have great security and a good rate of
return. He said that passage of the bill would adversely affect
that.

Mr. Keith Colbo, Director of the Department of Commerce, said
that part of the problem with the bill had been outlined by Direc-—
tor Fasbender. He said that the motives of the testimony of the
workers was not clear. He said that SB 24 is a paradox in that
it was introduced to continue jobs and economic development and
yet it cut off in state investment initiative program funding.

He said this was an essential part of the competitive economic
development program, benefits of which were already clear. He
said that 50 applications had come into the program. Forty of
those had been approved. He said that meant that $11.8 million
had been loaned to businesses affecting 791 jobs and creating 358
new jobs all across the state. He said the board has acted pru-
dently and showed Montana businesses throughout the state their
intention of a supportive business climate.
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Mr. Colbo concluded saying that this was an important method of
supporting business that was already approved by the voters and
was working well.

Mr. George Oschenski, Montana Environmental Information Center,
said that he doesn't know how the bill addresses the current
budget crunch for which the special session had been called. He
said the coal market was the problem and not the taxation. He
said that Montana could subsidize the mining of copper, but that
would not change the copper market. He said that the loss of
mining jobs was the nature of a boom and bust resource industry.
He said that the boom cannot be artifically supported. He said
the boom and bust cycle is the very thing the trust is designed
to insure against. He said the damand for coal is key and that
there should also be straight talk about shipping costs. He
noted the geographic distance of Montana coal from its markets.

Mr. Phil Campbell, Montana Educatlon Assoc1atlon, sald that they
oppose SB 24 in keeping with a long standing policy against
reduction in coal severance tax and the coal trust fund. He
said this is to protect future generations and education. He
also noted that the structure of the bill was confusing.

Mr. Don Judge, Montana AFL~-CIO, said that the Montana labor
movement continues to be supportive of the severance tax as it
has done since the early 1970s. He said that passage of the
bill would not insure more coal mining. He noted that a $300
million nest egg did not look so big when the budget deficit
was now $100 million. He said at that rate the trust would
evaporate entirely within six years. He said that allocation
changes could be made, but that the tax should not be reduced.

Mr. Blake Wordahl, Executive Director of the Montana Democratic
Party, said that the bill would not help provide jobs. He said
that better transportation costs, and a better market were the
things that would sell coal. He said the effect of reducing the
tax on other programs should also be looked at.

Questions from the committee were called for.

In response to a question from Senator Towe, Mr. Murphy, Western
Energy Company, said that all the cost is added, the rate of
return is added and that price is taxed. He said they start
with what the producer is going to get for the product. He sug-
gested that the chairman was looking at the percentages in an
inordinate fashion.

Senator Towe said he was surprized that Western Energy could sub-
mit that kind of testimony. He said that the committee has been

misled and that the actual tax on the coal came to 20 percent of

the contract price.
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Senator Towe asked Mr. Murphy if in spite of major efforts to
find new markets and the window of opportunity passed during
the last regular session no new coal contracts had been let.

Mr. Murphy said that was true. He said there would not be
massive new contracts even with a 15 percent severance tax.

He noted that in the coal market area the planning was done
ten years in advance. He said the point was that a 15 percent
reduction would affect existing contracts. He said that many
of the existing coal customers are affronted by the window of
opportunity which benefits only new customers.

Senator Mazurek asked why this was proposed instead of addressing
the tax rate directly. Senator Keating answered that it was being
done now because it had to go on the ballot by fall 1986. He

said that the Legislature could still put money into the trust

by statute if they so desired.

In response to a question from Senator Brown, Mr. Murphy said
that there is an eight percent price difference in Wyoming and
Montana coal delivered to Minnesota. He said that the statutory
rate in Wyoming is 17 percent. He said if the Montana rate were
at 20 percent the rate would not be that much different.

In response to questions from Senator Mazurek, Mr. Murphy said
that production in Wyoming was 142 million ton last year compared
to 104 million ton previously.

Mr. Mockler was recognized and said the effective rate of Wyoming
tax is about 17 percent with the combination of the severance tax
at 10.5 percent and a county tax of 6.5 percent. He said that
two percent of the Wyoming tax would self destruct in this year.
He said that Montana coal is taxed at 35 percent of face value.

In response to Senator Mazurek, Mr. Mockler said that Wyoming pro-
duction was up 16 million ton last year. He said that one or two
mines have closed and there have been some lay offs there, but

that production and overall employment are up in Wyoming. Exhibits
6, 7 and 8 were submitted at the request of the committee.

In response to a question from Senator Goodover, Mr. Judge, AFL-CIO,
said that individual local unions can take posdstions different from
the parent organization and that the testimony he gave is consistent
with the AFL-CIO position since the enactment of the tax. He said
that these workers should be here and should testify, but that it
was nonetheless his job to represent the-position of the labor

union as a whole.

Senator Eck asked Mr. Murphy to further discuss Wyoming coal. He
said that in addition to the lower tax there was also a change

in the railroad rates that had impact on the Montana coal market.
He said this had shrunk protection that Montana previously enjoyed.
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Senator Eck asked for an update on markets possible for Montana
coal. Senator Towe said that the Interim Coal Tax Committee
would have updates of this information again in July.

Senator Neuman asked Senator Keating what had happened as a result
of the reduced tax on tertiary oil recovery. Senator Keating
said that it was on board for implementation when the oil prices
dropped and the program became too expensive to recover the oil.

Senator Neuman then noted that it was forces outside the control

of the state, and not the Montana tax policy, that dictated what

happened. Senator Keating said the whole package must be considered

and that competition always dictates prices. #
;

Senator Hirsch asked Director Fasbender how bond security is
affected based on the flow into the trust.

]
E |

Senator Keating closed saying that flow of money for bond security
could be uninterupted. He said that the passage of the bill

would bring new wealth into the state. He said that the state

. badly needs basic industry and not just service industry. He
noted that rail transport rates for coal had been recently reduced.
He said that the trust was initiated to preserve a legacy for pos- -
terity. He said that the reclamation work has been excellent. He
said that Montana is not a.devastated area. He said damage is not g
occuring and that the Resource Indemnity Trust insures that. He .
said the sale price of the coal bears the reclamation cost. He «
said it was time to put the message to the people and allow the g
people to vote. He said that 12 years ago they decided this, but

that they do not want coal production and the coal industry to go 7
down the drain. #

Chairman Towe recessed the committee for 45 minutes.

The committee was reconvened at 11:30 am. Senator Neuman was
absent. All other members of the committee were present.

CONSIDERATION OF HB 39: Representative Ray Peck, House District i
15, was recognized as chief sponsor of the bill. He stated simply
that the bill was part of the Governor's program, that it had

a tortuous journey thus far and that it needed to be amended -
further to align it with HB 30.

PROPONENTS

Ms. Louise Moore, Bureau Chief of the Conservation and Renewable
Energy Bureau of the Department of Natural Resources, noted the
dollar amount on page seven, line 2 needed to be changed from i
$140,000 to $350,000 to be consistent with HB 30 which transfers

an additional $207,000 from the energy account to the general ,
fund. She submitted Exhibit 9 to the committee. ‘ﬁ

Mr. Russ Brown, Northern Plains Resource Council, said that he

[ E—
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was not certain of the impact of the amendments, but that NPRC
did support the bill.

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

In response to a question from Senator Towe, Mr. Larry Fasbender,
Director of the Department of Natural Resources, said that the
$600,000 available to retrofit state buildings had been reduced

by $200,000. He said the remaining $400,000 would do about four
to six buildings. He said the amendments made the bill correspond
with House actions. He said that in FY 87 about $800,000 should
be available for this purpose. He said that some of the balance
would come in from loan repayments. He said that the bill would
authorize the Department to spend $819,000 over and above the $1.35
million that would go to the general fund. He said the amendment
included 50 percent more to the general fund than the Governor

had requested.

Senator Neuman rejoined the committee at 11:40 am.

CONSIDERATION OF HB 38: Representative Mel Williams, House District
85, was recognized as chief sponsor of the bill. He said that the
bill would put a 12 percent cap on taxation of all properties in
Class 15. He said that the current law contains a formula that

is between 14 and 14.5 percent. He said this would strengthen

the state's position as it would cap rails at the same amount as
airlines which are now in a separate class. He said that the air-
lines legal staff supported that net and gross proceed were within
the definition of industrial and commercial property. He said that
Burlington Northern was willing to pay the amount of taxes indicated
from 1986 through 1991 and that there was not any reason it shouldn't
stand. He said the fiscal note addressed what Burlington Northern
would pay in the next two years. He said the 12 percent cap would
insure fair and equal tax treatment. He said the provisions of the
bill address the concerns about court cases. He submitted Exhibit
10 to the committee noting that even with tax breaks BN was still
reducing employment within the state.

OPPONENTS

Mr. Leo Barry, representing Burlington Northern, said that he did
not appear as an opponent of the bill, but to inform the committee
of the railroad's position. He said that BN did not want to leave
legislators assuming that this would eliminate court action under
the 4 Rs act. He said that 8.7 percent of the current tax was
paid under protest. He said that the previous settlement with

the Governor was not an admission that they owed that amount in
taxes.
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Questions from the committee were called for.

el e

Senator Eck asked Mr. Barry about the negotiations. He said that

it was not clear with whom the railroad should negotiate. He said
the Governor could negotiate on behalf of the administration, but
who was to negotiate on behalf of the Legislature? He said per-
haps if that could be clarified a settlement could be reached that
both parties could agree with. He said that the railroad had alread
gone beyond  what it legally owed in taxes.

b
oy
=

Senator Mazurek asked Representative Williams if he would object
to the cap being reduced from 12 to 9.75 percent. Representative
Williams said, "Yes."

%

Representative Williams closed calling Leo Barry a "coponent".

He said that BN's taxes were not doubled because they had been

cut in half by the courts and that the Legislature was just trying
to bring it back up to a reasonable rate. He said that it was a
difficult class of property and that some equity needed to be
insured. He said that full valuation of railroad property remained
an important issue. He said that right now they were taxed at

70 to 75 percent of full value.

MOTION: Senator Eck moved that the committee recon51der its
action in concurring in HJR 1.

MOTION: Senator McCallum moved as a substitute motion that HB 39
be concurred in.

Senator Towe explained that he wanted to bring HJR 1 back to com-
mittee for the purpose of tabling the resolution. Senator McCallum
withdrew his motion.

Question was called. Senator Goodover voted no. All other com- %
mittee members voted yes. The motion to reconsider HJR 1 carried.

MOTION: Senator Eck moved that HJR 1 be tabled. The motion
carried unanimously.

MOTION: Senator McCallum moved that HB 39 be amended per Exhibit 11.,

The amendment was then discussed by Van Jamison, Department of
Natural Resources and Conservation. He said tht the Department
was required by statute to make loans through financial institutions
in the state. He said this:.would direct the Department in regard ﬁ
to the money accrued by waiting to loan the money. He said the
Department would be letting $924,000 in grants and loans during
this fiscal year.

The motion carried unanimously.

MOTION: Senator Goodover moved that HB 39 be concurred in as ‘i
amended.
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The committee then discussed with Mr. Jamison what the cost
would be with the amendment that had been offered on the House
floor. The Department should improve public input and guidance,
but even without the provision there is Legislative oversight
of the work of the committee. There was some discussion of
whether a separate report should be drafted for the Legislature.

Senator Mazurek said that in January 1985 every legislator
received a pile of reports into which many preparation dollars
had been dumped. He said that tied up the otherwise productive
time of state employees. He suggested one more report was not
necessary.

MOTION: Senator Hirsch moved as a substitute motion that Section
5 be deleted from HB 39.

Senator Goodover resisted the motion because he said that the
Legislature doesn't get to see this information even if the Coal
Tax Oversight Committee and the Environmental Quality Council
did.

Senator Towe said that each legislator would get all the information
available to the two above mentioned committees.

Question was called. Senators Goodover, Eck and McCallum voted
no. Senator Halligan was absent for the vote. All other com-
mittee members voted yes. The motion carried.

Discussion then reverted to the original motion. Mr. Jamison

.in answering a question from Senator Towe, said that there were not
sufficient good applications to use all the money. He said they
had the authority to do as they did by the appropriate allocation.

Question was called. Senator Halligan was absent. Senator
Goodover voted no. All other committee members voted yes. The
motion carried.

FURTHER CONSIDERATION OF HB 39:

MOTION: Senator Brown moved that HB 38 be concurred in. Senator
Halligan was absent. All other committee members voted yes. The
motion carried unanimously.

FURTHER CONSIDERATION OF SB 24:

MOTION: Senator Goodover moved that SB 24 do pass.

MOTION: Senator Eck moved as a substitute motion that SB 24 do
not pass. '

Senator Towe supported the motion noting the technical problems
with the water bonding program.
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The committee then discussed the probability that the bill would
go to the floor for a vote. It was suggested that if the com-
mittee reported it without recommendatlon to: the floor the process
would be speeded. -

Senator Eck w1thdrew her motlon.‘

MOTION: Senator Hager moved that SB 24 be regprted for considera-
tion on Second Reading without recommendation.

The motion carried unanimously.

MOTION: Senator Mazurek moved that SB 13 be taken from the table.

Senator Mazurek explained that his intent was to amend the bill
to allow a diversion for one-year only, then to return SB 13 to
the table. He said that if the bill should pass he wanted it to
be effective for only a year.

Senator Brown asked if the bill would be blasted out of committee.

Senators Mazurek and Towe said that there was no clear intent to
blast the bill out, but that a genuine possibility existed.

Question was called. Senators Goodover, McCallum and Hager voted .
no. All other committee members voted yes. The motion carried.

MOTION: Senator Mazurek moved that SB 13 be amended to divert
the funding for one rather than two vears.

Senator Goodover voted no. All other members voted yes. The motion
carried. , -

MOTION: Senator Mazurek moved that SB 13 be laid on the table.

MOTION: Senator Eck moved as a substitute motion that SB 13
be further amended on page 2, line 14 following "1987" inserting
"for education purposes".

Chairman Towe pointed out technical problems with this amendment.
He said that it wouldn't fit as the current changes only reduced
a percentage.

Senator Eck withdrew her amendment.

Question was called on the original motion. All members voted yes.
The motion carried unanimously.

Chairman Towe adjourned the meeting.

Chairman
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June 27, 1986

SB 24

Mr. Chairman, members 6f the Committee, I am James D.
Mockler, Executive Director of the Montana Coal Council. As you
are aware, the Montana Coal Council is a trade association
representing the producers of virtually all of Montana's coal.

Much has been said over the past ten years about the 30%
severance tax, and lest we become more confused by today's
rhetoric, let's go back and examine the reasoning for its passage
in 1975.

First, a look at the free conference committee report to the
Legislature demonstrates in rather plain language that those
pushing for the tax knew what the competitive effects would be.
That report states in its preamble: "A tax differential between
Montana and Wyoming may shift some new contracts to Wyoming."
Obviously the intent of the legislation, passed in 1975, is one
that hés worked marvelously well. The question before you today
is whether Montanans, and you as their representatives in govern-
ment, still wish to continue with the provincialism that pre-
vailed in 1975.

Today supporters of job exports are now saying that there
was no intention of limiting the industry's growth and that the
tax does not have an affect on our closest competition, Wyoming.
The fact is that in 1975 Wyoming produced 23.8 million tons of
coal and Montana 22.0 million tons, a difference of 1.8 million
tons or 9.2%. Ten years of experience shows that in 1985 Wyoming

produced 140.4 million tons while Montana produced 33.1 million



tons, a difference of 107.3 million tons or'424%l Obviously
while the Montana production grew by a whopping 11 million tons,
Wyoming production increased by over 116 million tons. So much
for competition. The facts are plain, only the rhetoric has
changed.

The report further states three reasons for the tax: "“(a) To
preserve or modestly increase the revenues to the general fund:
(b) To respond to current social impacts attributéble to coal
developmentf and (c) To invest in the future, when new energy
technologies reduce our dependence and mining activities may
decline.”

Today the coal impact counties have 1little, if any, left to
compete for and as early as 1977 the Legislative Fiscal Analyst's
report stated: "Our review of counties, incorporated towns and
school districts in areas certified as impacted by coal deve1op-
ment shows that, with few exceptions, the impacted units have the
means to finance the required expenses without state support.
The coal area is characterized by some of the lowest mill levies
in the state and has been blessed by mushrooming property valua-
tions. This analysis would indicate that the need for state
supported local impact grants may be much less than originally
anticipated by the Legislature."

Only time will tell when "new technology” will reduce pro-
duction. I have never seen an explanation of what a "future
generation” is, when it starts or who is eligible to participate.

I understand there are a number of coal miners here today

and I ask you to consider their future and their children's
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future. Ask yourselves honestly if they should not have the
option of living their lives and raising their families in
Montana. I ask you to also consider those small businesses who
rely on supp;ying the industfy, who make their living from these
miners dollars and who are also in serious trouble.

The proposal before you will not diminish the funds
currently being used by thé various entifies in the non-trust
portion of the severance tax, and in_f&ct the opposite will
happen. As we.are able to compete, our préduction will stabilize
and hopefully expand, and as that happens the income will
obviously increase. Future generations will still have some $300
million as a rémembrance and Montana's jobs, the economy and
overall image will be enhanced. Montana will still have the
highest severance taxes in the nation for with the addition of
the gross proceeds and RITT the tax rate will be 20% vs. Wyoming
at the present 17%.

The industry is in serious trouble. We ask you today to
honestly address the issue of the 1975 policy of exporting our
markets, our jobs and our taxeé.

We urge the passage of SB 24 and sinerely thank all those

who have afforded us this opportunity.
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Location, Quantity and Quallty of Montana Coal

Ot the 15 major coal ranks first in coal
resources and reserves. A 1978 U.S. Gooloolcd&mymponllm!m
state’s tolal identified resource at 291 billion tons. Because of current

the USGS that figure to deter-
mine & demonstrated ressrve base in Montana of 122 bililon tons. In addi-
tion, tachnologicai limitations do not allow for 100 per cent recovery of the
reserve base. Therefore, we have further trimmed the recoverable reserve
figure to 75 billion tons.

Thick, relatively fist coal bads at depths of less than 300 fest below the
Mmmm«dﬁymmﬁuwdmmmm Coal beds that dip or lie

Surface Mining and Reclamation
Surface coal mining companies are required by law to reciaim and retum
mined land to & capacity that Is equal to or better than before
mining occurred.

take place with the mining opera-
tion. Thﬂlmmmnhwmlholnpwlﬁanmmlohmlm
it with 10 prevent erosion.

Thtlmldumovnlol {the material g the coal)
uwu-mmmmmmwnwmmwummn
receive the overburden from the second cut. in most cases, a dragiine is used
to lift overburden from a new section and deposit it in the saction that has just
been mined. To loosen the overburden for the dragline, it Is biasted. The coal
is fractured in the same way and then removed by large loaders, deposited in
coal haulers and transported to the mine storage and loading facility.

Once the dragline has deposited overburden over the mined-out cavity,
buildozers asmooth it out and contour it 1o blend with the surrounding land-
scape. This process is much Hke that employed in construction projects.
After that, reclamation becomes very similar to any farming operation. The
aoillowvltbdloquudqdmluulon top s0il is repiaced and the area is
planted with seed that are by the . In

plan. Companies may
against erosion and whiie fertilizer may be used during the early growing
has not been

Before any mylommwmuummmmam-um-
clent to cover the cost of reclamation 'mwuuwlml‘lm
efforts. That bond is not Is verified.
a-odonmﬂumm-hmwm the law dictates that, in no case, can
the bond be released sooner than ten years from the dete of seeding.

Production and Value

The following chart shows production for 1975 through 1985. The price
per ton at the various sites depends on the guality of cosl (heating value,
moisture content, sulfur and ash content, etc.) but an average for Calendar
Year 1985 was $8.51 per ton making the value of lhnl coal $297 million. The
price is by the D« of Rev fter the three state and
zolmmuxummm.m«m.ndoumwmuwmm'

the coal.

Cael Production
Production
Yoar (midion tons)
1975 20
1976 262
1977 273
1978 284
1979 s
1980 30.0
1981 333
1962 a8
19683 2687
1984 331
1985 331

Source: Workers Comp. Division, Dept. ot Labor

Cosl Production Estimates in Miliions of Tons
for the Major Mentsna Cosl Mines se of Jenuary, 1906

Montana
Coal
1986

general hrough Actust
mdoqround mining "ll:m;agm Iy must be exiracted Royalties L
Uniike a tax pnld lo government on the production of coal or its realized
Rank by 1984 profits, 10 the owner of the coal as sgreed mk"fmc‘."' “-g ‘21 ‘3»-;' ‘3; . ﬂj "g
Reserve bass Reserve Production Rank by upon in the terms ot pn-mlnlng leases. sm.wlmrugov-mmmu P..;owc'w a3 a2 32 a2 a2 22
Stale (Bilions of Tons)  Base  (Milions of Tons) Production are major beneficiaries of these payments, however, because 3 large Spring Creek 28 32 33 24 35 35
porcentage of the mineral right ownership of coal in Montana has been re- Western Enaergy 123 140 148 15.3 153 163
mﬂ ‘g;: ; g;g : tained by the federal e t, "'":'dm on, "';“m““ ":““ prarsl 31 33 3t 18 38 38
s . whoouocuom ng 10 the state. In addit 1 sasing law 30 %1 i %5 w2 o
Wyoming pood H 1309 3 58“ i 7 I pd 36 %1 i %5 m2 400
Kentucky 40.2 4 1585 1 mw louu be retumed to the state. Other coal lessors Include Indisn Source: individual Companies
West virginia 0.1 5 1310 2 tribas and privata (or fee) owners.
Pennsyivania 2.0 ] 733 4
©Ohio 189 7 393 7 Bast Avslisbie Figures
Colorado 72 8 18.0 12 Cumulative Royalty Payments from Montsna Surtace
Texas 138 9 411 6 Mining Operstions Thvough December, 1985
Inclana 105 10 378 8 / \
North Dakota 99 n 221 1 Company Foderal State Indlan Private Total This brochure was prepared by the staff of
Utah 6.4 12 123 13 Decker 23623218 11,201,685 35,024,901 the Mont " Co ncil with the auls-
Alaska 62 13 9 15 Knife River 1,950,477 31,269 1,961,746 e MO ll!l Co¢ uncil wi
Missourt 60 14 87 14 Peabody o070 Rl e it tance of d. The
Alsbema 52 15 271 10 e eoaray  24ve0ey 12555420 37ase867 Montana Coal Council is a trade astoclntlon
Source: U.S. Energy Information Administration 1,255,883 21,223,351 22479234 whose s are | d in
$E8874,704  $12457.568 $21,223.351 $15879,223 $108,4349% tion of coal in A i

The energy value of coal is measured in British thermal units (Btu), which
is the amount of heat required to raise the temperaturs of one pound of
water by one degree Fahrenheit. One ton of Montana sub-bituminous coal
typlclnylsmomu.quhdml of 3k barrels of oit.

There are four basic kinds of coal:

Lignite: This is a low-rank coal which is brown, brownish-black, but rarely
bilack. It is high in moisture, jow in heat vaiue, and chocks badly upon dry-
Ino nmmnn-ﬂﬂywlmnmyﬂum

These are harder cosis than lignite. They
mn-mmmm more Btu’s, and jess water. They
2ls0 bum readity, but do not disintegrate as easily as lignite on exposure.
These are the most plentiful coals in the Unlted States.

Anthracite: This is the hardest and brightest coal type. it is marked by an al-
most submetallic luster. it is bigh In fixed carbon and jow in volatiie
hydrocarbons. Aithough it ignites lsss readily than lower rank coals, it
bur  “ith a short lame which produces much heat and little amoke. It
Is high in ash.

Source: individuat Companies
Employment and Payroli

Montana’s surface mining industry furnishes some of the highest-paying
and most-sought-atter jobs in the state.

Number of Estimated
Employess

.

Decker Coal Co.
Knife River Cod Mining Co.
Coel Co.

state . and national onvlmnmonul nnd social

. The Ci il also izes the
need for .l 'tederal oncrgy pollcy fhll will lead
to the devel anergy
sources and mduclng thls nation’s depen-
dence on foreign oll.

Montana Coal Council

2301 Colonial Drive
Helena, MT 59601

Executive Director: James D. Mockler
\ Office Manager: Danette M. Warren
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WESTMORELAND RESOURCES, INC.

2929 3rd Avenue North, Suite 330, P.O. Bax 1863, Bilings, Montana 59103  (408) 248-7803

June 6, 1986

The Honorable Ted Schwinden
Governor of :Montana .. .-
State Capitol

: Helena, K! 5950}.
' Dear Governor: '

- A couple of sltuations have come up recently concerning the Montana coal

industry which I thought you ought to be aware of. I am not sure that

either of us can do anything about . than, but you should at least know about
mmo ) .

BEnclosed is a copy of an article from ™Western Coal® concerning a test that
Minnesota Power has just completed. T spoke with Jim Marshall, Fuels

Engineer for Minnesota Bo'«er, to get additional information. Minnesota has
or will promulgate new air quality regulations that will require Minnesota

_.Power to reduce the emissions at their Boswell plant to 0.75°pounds sulfur

dioxide ver million BTUs on an annual basis by 1990. They are currently
burning 3 to 4 million tons from Peabody's Big Sky mine at Colstrip. 1In
February, 1986, the coal from Peabody delivered to Boswell averaged 0,.91%
sulfur and had 2.13 oounds of SO2 ver million BTUs. Minnesota Power can
continue to burn Big Sky coal if they add significant amounts of lime to
their wet precipitator. According to Jim Marshall this is the most -
expensive alternative. Western Energy and Westoreland coal have about 1.5
to 1.6 pounds of SO2 per million BTUs and are not alternatives to Big Sky
coal. The Decker area coal is too high in sodium to burn at Boswell.

Minnesota Power's FERC report for February, 1986 (copy attached) indicates
that Rochelle Coal Co. supplied the Boswell plant with 34,600 tons of coal
presumably as part of the test. Rochelle Coal is a Wyoming subsidiary of
Peabody. The delivered cost of the Rochelle coal was $1.39 per million
BTUs or $24.20 per ton. The delivered cost of the Big Sky coal was $1.46
per million BTUs or $24.95 per ton. Wyoming has a 300 mile freight
disadvantage but yet delivered at a cheaper price.

Of more immediate or direct concern to Westmoreland Resources is the
situation at Northern States Power To. (NSP). Currently, NSP is taking
Wyoming coal to their King plant in the Twin Cities. We normally supply
about 60% of the coal going to this plant. However, NSP, a couple of years
ago, purchased 1 to 2 million tons per year fram Peabody's Rochelle mine.
The Rochelle mine started up last fall. It appears NSP will be using
Wyoming coal in their Twin Cities plants delivered by the Chicago
Northwestern railroad. The delivered cost of the Rochelle coal to NSP is
lower than the delivered cost of Western Energy and Westmoreland coal.

I
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Barlier this week, I learned that NSP will be conducting a four week test
of Rochelle coal in Sherco Units 1 and 2 starting the middle of June. The
Sherco plant is about 60 miles west of Minneapolis and heretofore has
burned Western Energy and Westmoreland coal. The Sherco coal is delivered
by rail on the Burlington Northern. We had hoped to amend our contract
with NSP to extend it beyond 1993 in exchange for a substantial reduction
in the price. These negotiations have been put on hold while they test the
Wyaming coal at Sherco. We can't say with any certainty that NSP will be
willing to resume negotiations.

Through May we have shipped 716,017 tons from our mine compared to
1,255,520 through May, 1985. 1985 was our lowest year insofar as tonnage
is concerned. It appears 1986 will be much worse. Meanwhile, we had to
lay off 25 hourly employees yesterday, reducing our hourly staff to 25
employees. Uast year at this time we had 84 hourly employees.

With the budget problems the State is facing, I am sure these issues are
the least of your worries. Nevertheless, I felt you should know.

Sincerely,

e

C. J. Presley
President

dlm
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CALIFORNIA EXPORTS REBOUND IN PIRST QUARTER

Bxports from Los Angeles/Long Beach for the first quarter of 1986 totaled
306,832 tons, up substantially from the first quarter of 1985. Last year's
total was 190,673 tons, compared to 355,917 in 1984.

Por the year 1985, the ports of Los Angeles and Long Beach played a
diminished role in the overall U.S. coal export scene.

While U.S. coal exports increased to 92.9 million tons, compared to 8l1.8
million for 1984, the two California ports saw an actual decline during
1985, down to 1,043,033 tons, as compared to 1,445,360 tons for 1984.

Coal from the two ports went to three countries during 1985, with Korea
taking the most followed by Taiwan and Japan.

Bight companies were involved in the 1985 exports from the ports:
Plateau Mining, Mid-Continent Resources, Kaiser Steel, U.S.S. Ram

Exploration, Tower Resources, C.T. Takahashi, Coastal State Energy and
Soldier's Creek.

MPSL CONDUCTS SULPUR TESTS FOR COMPLIANCE COAL

Preliminary tests indicate that a low-sulfur Wyoming coal performs
as well as a high-sulfur Montana coal, according to an official for
MINNESOTA POWER & LIGHT, Duluth.

The utility conducted the tests in order to find a coal that will

lower sulfur dioxide emmissions into compliance with stricter state
standards.

COAL EXPORTS 1985/86
(Millions of Short Tons)

DOC STATISTICS ACTUAL SHIPMENTS

1985 Monthly Year to Date Monthly Year to Date
Apr 7.1 25.6 7.4 25.6
May 9.2 34.8 10.0 35.6
Jun 7.9 42.7 8.4 44.0
Jul 7.3 50.0 7.4 51.5
Aug 10.4 60.5 9.8 61.2
Sep 8.1 68.6 7.9 69.1
Oct 8.7 77.3 8.6 17.7
Nov 8.1 85.4 8.3 86.1
Dec 7.2 92.6 7.0 92.9
1986

Jan 5.9 5.9 6.0 6.0
Pedb 5.2 11.1 5.1 11.1
Mar 6.1 17.2 6.1 17.2
Apr Not Yet Available 8.0 25.2

Year-to-date figures may be off by 100,000 tons due to rounding. A 3%
upward adjustment may be anticipated in the latest Actual Shipments figure.

® MAY 27, 1986 o

This report is far the exchuave usa of the subsciber as 0n fa1or 10 consider @ connectisn wesh Indding coel conwacts. inferane contaned herem has been compdid frem
seurces boboved 1o be reheble and accurate. King Publishing Company m ne wey as3umes any part of the vaers businens nuk ond shell nat be lbie for any 23 oF Myry whewner
reuling frem contungencies beyend s conwal o frem neghgenca.

SENATE TAXATION

EXH'BIT NO__ 3
oare. Ckeeme 27, 1900
BILL NO/./ B29




\ ~ Attachment #1
o Suii 8« XATiON w

EXHIBIT NO.___<F

-,

"/‘ "'Ni“"q '
BIL NO__SB. 24 o2

_WESTERN COAL IS 0. 558

mrmmnmoucrmmmmumm

¢ TX UTILITIES SWITCH TO GAS.P.2 ¢ PETCOKE EXPORTS, MARKETS...P.6-7
9 MT, CO PRODUCTION..eceeseesP.4 ¢ UTILITY STOCKPILES...........P.8
¢ UP&L HALTS EMERY PRODUCTION..5 '@ UTILITY MARKETING GUIDE....P.8-9

* % # MARKET REPORT % * *

NORTHERN INDIANA PUBLIC SERVICE, Hammond, will reduce deliveries to
its R.M. Schahfer plant from COLORADO WESTMORELAND's Orchard Valley
mine, Delta County, CO, by 30,000 t/m, according to a utility official.

The mine was sealed June 1 in an effort to extinguish a fire there,
but utility officials maintain that they intended to reduce shipments
anyway due to an ongoing contractual dispute with Westmoreland.

A NIPSCO official said there are no plans to replace that coal with
spot purchases. Specs at Schahfer are 11,000 Btu/lb., 6.0 lbs.
S02/MBtu, and 9.5% ash,

"~ 'Reported delivered cost to Schahfer in Pebruary was 297.9¢/MBtu
($68.35/ton) for 69,100 tons of 11,472 Btu/lb., 0.4% sulfur, 10% ash
coal from Orchard Valley.

ke

The DEFENSE FUEL SUPPLY CENTER, Alexandria, VA, is seeking bids to
supply two military facilities with approximately 25,000 tons of coal.
Bids must be received by June 23.

Bids are requested for:

e 92nd Bomb Wing, Fairchild AFB, WA, 7,500 tons of 11,500 Btu/lb.,
1.0% sulfur, 8.5% ash, 15% moisture coal. Delivery is by BURLINGTON
NORTHERN.

¢ General Services Administration, Denver, CO, 18,000 tons of 12,000
Btu/lb., 0.8% sulfur, 10% ash, 12% moisture coal. Delivery is by truck.

FPor further details, contact Elaine Glynn at (202) 274-7413.

LA R

MINNESOTA POWER & LIGHT, Duluth, expects to know by mid-July the
final results of its March test burn of Powder River Basin coal at its
Clay Boswell #4 plant, according to a utility official.

Preliminary results show that Wyoming coal burns as well or better
than coal currently used in the plant's boilers and is cheaper to burn
as well, he said.

MP&L reported in February that it would test burn at least 120,000
tons from four Powder River Basin mines in effort to find a lower
sulfur coal in compliance with tougher state emission standards (WC
537, 2/4/86).

However, concerns about boiler efficiency, cost, and transportation
also prompted the test burn. The sulfur consideration has been over-
emphasized, he said, adding that the utility's sulfur emissions are

4 : .+..Continued on Page 3
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well within range of standards set by national acid rain legislation.

The Clay Boswell unit is currently supplied under a long-term contract by
PEABODY COAL. The reported delivered cost in Pebruary from the Big Sky
mine, Rosebud County, MT, was 145.9¢/MBtu ($24.95/ton) for 205,900 tons of
8,551 Btu/lb., 0.9% sulfur, 8% ash coal.

WP&L CONVERTS PLANT TO GAS TO COMPLY WITH SO2 REGULATIONS

WISCONSIN POWER & LIGHT, Madison, has switched from burning coal to gas
at Its Blackhawk plant, Boloit, WI. WP&L made the conversion to avoid the
cost of meeting the state's new sulfur emissions regulations, a utility
official said (WC 552, 5/20/86).

Because Blackhawk burned only 13,000-14,000 tons of coal last year, the.
conversion will not significantly affoct the utility's coal purchases, the
official said.

WP&L purchased no coal for the plant last year. Instead, it supplied
Blackhawk by transferring to it some contract coal from the Rock River
plant.

PP&L STUDIES POSSIBILITY OF WYOMING PLANT CLOSURES

As dropping oil prices cut into demand for power produced by PACIPIC
POWER & LIGHT, Portland, OR, the utility is considering temporarily closing
some of its coal-fired power plants in Wyoming.

Meetings on the subject began in late May as part of ongoing cost-cutting
moves by the utility. However, reports of plant closures have been over-
emphasized, and it may be some weeks before a decision is reached, a PP&lL
official said.

The utility is the sole or majority owner of all four of the plants that
are being considered for temporary closing. Three are in Wyoming: Wyodak
near Gillette, Dave Johnston near Glenrock, and Jim Bridger near Rock
Springs. Centralia, in Washington, also faces possible shutdown.

In 1985, the utility began selling surplus power in southern California.
. However, southern California utilities have recently found it more

economical to generate their own power from burning oil and gas rather than
buying coal-fired power.

Bridger and Dave Johnston are supplied by mines of tho same names owned
by PP&L subsidiary NERCO COAL CO.

Wyodak is supplied from the Wyodak mine of WYODAK RESOURCES
DEVELOPMENT CO. in Campbell County, WY.

BIA PREDICTS CONSUMPTION AND PRODUCTION INCREASES

Coal consumption in 1986 will increase to 827 million tons, and produc-
tion will be 909 million tons, according to predictions by the Bnergy
Information Administration.

BIA's short-term outlook predicts domestic coal consumption to increase
by about 1% from 198S figures, while production will climb 3%.

Utility coal consumption in 1986 is expected to reach 703 million tons,
up more than 18 from 1985, but still down from predicted yearly growth of 5%
from 1985 to 1986.

“Continued growth in domestic coal use is projected to push coal
production in the first half of 1987 to 474 million ton:. nearly 7% higher
than the first-half 1986 level," BIA said.
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Northern States Power Company

414 Nicollet Mall
Minneapols. Minnesota 55401
Telephone (612) 330-5500

February 15, 1965

Mr J D Mockler AY AT 0N wE
Executive Director ~ SENATE T”X”T”'ég i
Montana Coal Council EXHIBIT NO r
5’3(])1 Co]mia%gggive oAe. dene 27, 1940t -
elena, 1
BILL N w24 A3

Dear Jdim:

As a result of our numerous conversations regarding coal freight rates from
Montana versus Wyoming, I would like to clarify the situation.

First Mr John Hertog, Senior Vice President, Coal & Taconite for the
Burlington MNorthern Railroad, (at the Montana Coal Forum in September, 1984)
stated that Burlington HNorthern's average 1984 coal freight rates frem
Montana were 1.636 cents per ton mile and from Wyoming 1.655 cents per ton

mile.

As far as Northérn States Power Company is concerned, we have a long-term
coal freight contract with the Burlington Northern for coal deliveries from
iontana to Sherco and the Twin Cities. We also have a medium term coal
freight contract with the Chicago & Northwestern Railroad for deliveries from
Wyoming to the Twin Cities. The rates per ton mile are very similar_ for both
contracts. The' rates per ton mile are not identical only because ‘the Twir
Cities plants require that the trains be split up into two or more segments
and they take more time to unload the trains,

Both of these.contracts also provide for increases oir decreases in rates due
to changes in railroad costs to move the coal. There are no other contract
mechanisms to change the rates except substantial changes in government re-
gulations which o1rect1y effect the cost of moving the coal.

In other words, if the state of Montana were to lower its severance tax the
railroad could not absorb the coal cost reduction. Likewise Northern States
Power Company could not absorb the savings since we have a fuel clause
adjustment which requires all fuel cost savings be passed on to our
customers. '

I trust that this will help clarify the situation with the state .0f Montana,
If you need anything further, p]ease Tet me know.

Sincerely, .-

, / I, R

/ o B ) ‘,,;,'~ , ,/‘, ((, 4'{‘ , R

. .',l.. v v '\’" N T ) rs\r - - - -\
‘- . "'\’ .'
D H Peterson L (.
Director

Fuel Supply Department : conoLn 19ul
vf



Wisconsin PUWBH‘ & Light Gompany

Investor-owned Encrgy

. 222 West Washington Avenue P O Box 192 Madison, Wisconsin 53701 Phone 608,252-3311
g TR .

Februa:y 19, 1985

Mr. James D. Mockler SENVIL 7T
Executive Director ‘ i ‘
Montana Coal Council Em“mT'J‘“_-Z

2301 Colonial Drive DATL/ 217, /Zﬂg
_ 5 - ;
Helena, MT J9§01 BILI.‘ND/ SB24 i

Dear Jim:

I would like to take this opportunity to -restate severvral
points made in a recent discussion that you and I had relative to
th; Montana coal'market.

First of all, contrary to what I perceive as a misleading or
misunderstood shipper-carrier market relationship, Wisconsin Power
and Light has a standing contract with the Burlington Morthern-
Milwaukee Road railroads that controls the transportation costs
charged by thege carriers to Wisconsin Power and Light for °
transporting Montana coal. These costs are set and can only be
adjusted by changes of the RCAF Index as prescribed by the ICC.
Any changes in the prices of coal, i.e., elimination of the
Montana severence tax, will be a direct savings tc the producer
and passed on as such to us. The railroads have no access to
these savings or to any other cost changes in the fuel warket.

In another matter, I would like to confirm that the transpor-
tation costs to move Montana coal, Coalstrip (to our Columbia
Plant) are less than the costs to move Powder River coal out of
Wyoming to the same Columbia Plant.

Sincerely,

—

E LA (NS AT -
C‘J\%K L-rie '7" ( \ \\ 3\

R. M. grngory \

Director of Puruhasm

and Stores

RMG:13.1/s8s
85021%a

r"'x_,’
) /
Wisconsin's heartland . . . on the grow.
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2000 Second Avenue, Detroit, Michigan 48226 (313)963-6156 ) Git Edlsar
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\_ Superior Midwest Energy Terminal
P.O. Box 787

Superior, Wisconsin 048“0
Telephone: (715) 392-95807

February 15, 1985

Mr. James Mockler . - SENA: 4
o i 1 +
Exocutlv% Dlrec~on. EXMBH.MJM_AF
Montana Coal Council ‘ ) ]
2301 Colonial Drive DATE. Qlém.‘z 7. /172¢

Helena, Montana 59601 BILL K. 5/3,24 N g

Dear Jim:

You mentloned that there is still some concern that any ben°f11q
received from a reduction in the Montana Severance Tax weculd or
could be offiset through rate increases by the Burlingten Northern.

We, as you know, have a long-term contract with the Burlington
Northern and nowhere in our contract are any provisions or im-
‘ plications which would allow the Burlington Northern to increase
A _ our rates due to a reduction of severance or any taxes. In \
conversations that I have had with other shippers, I have found
this to be ‘the case in their contracts also. ’

If any additional information-is needed, please get back with me.

Sincerely,
(_7kﬁ/'/

ohn A. Ethen
General Manager

JAE:tlw
ca:  DCMcDonald

B 1k ccsz’f'(o‘
CUSHCH, §
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TESTIMONY FOR HOUSE BILL 39

The Department requested this bill to heip offset the general revenue
shortfall confronting us. This bill would transfer $1.143 mililon to the
general fund, would Improve the effectiveness of the state bulldings energy
retrofit portion of the program, and would suspend the grant and loan portion

of the program for three years in response to reduced future program funding.

Specifically, this bill does five things:

First, it transfers $1,143 million from the Alternate Energy and Energy
Conservation Research, Development and Demonstration account to the general

fund;

Second, It suspends the grant and loan portion of the program for a period

of up to three years;
Third, 1t authorizes DNRC to continue to select buildings and award grants
for energy retrofits of state bulidings, rather than requiring DNRC to seek

legisliative approval of every building to be retrofitted;

Fourth, it requires a biennlal report to the Legislature on the

effectiveness of the grants that are awarded;

And finally, it requires that state bullding energy re*roiﬂ€kﬁF?RfﬁnBﬁ '

administered according to the state's construction laws. EL00

AT g 27 1780
B N0 e D37
. 1 -

Lol 2 ;
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|




This bill makes a substantial contribution toward balancing the state's
budget by transferring $1 million from the Alternative Energy earmarked account
to the general fund on June 30th of this year and an additional $143,000 during
the next fiscal year. The funds will be transferred in two payments to ensure

that an adequate cash flow can be maintalned in the account.

With reduced severance tax revenues, there is not sufficlient revenue to
continue all parts of the program and transfer funds to the general fund. Tﬁe
current law requires the Department to give grants for energy retrofits of
state buildings as well as grants and loans for renewable energy and energy
conservation projects. Section 4 on page 4 of this bill gives the Department
the abllity to defer awarding grants and loans for alternative energy projects
for the next three years, but does not preclude the Department from making an

award for an exceptional project.

While there is a need to continue to research, develop, demonstrate and
commercial ize renewable energy and energy conservation technologles and to have
these technologies avallable when energy costs Increase, there Is a more
Immediate need to reduce operationg costs of state government by retrofitting

state buildings. This provides not only immediate savings to the state budget,

but also long-term savings.

Grants were made for state building retrofits for the first time this
year. The program is a good one, however, these two changes are proposed to

improve the effectiveness of the program. The first change would enable us to
SENATE TAXATION
E"H‘B'H'O )
D;‘\i‘Egﬂm, 27,1746
BILL NO.__ /78 37
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" continue to ievefage federal funds for grants and the second would provide more
accurate information for the legislature to make decisions regarding the impact

of grants on agency budgets.

When the program was inffiafed the Department was to select bulidings to be
retrofitted for two years and then beginning in 1987 the Legislature would

select the buildings.

. Requiring the legislature to approve every'bufldlng to recelve an energy
retrofit |imits the abillity of the Department and participating agencies to
Incorporate energy retrofits with ongoing building malntenance and Feﬁovaflon
ina timely and cos+ effective manner, |t also Iimits the opportunity to
leverage federal energy conservation funds that stretch state doilars. Some
state buildings, primarily in the university system and state hospitals, are
eligible for these federal funds that are awarded on an annual basis according
to strict criteria and time schedules., Three of the four buifdlngs that we
funded In FY 86 aiso received federal funds, so that nearly $100,000 of federal

funds were combined with state funds,

Several state agencies told us that one provision of the current law would
discourage them from participating in the energy retrofits. That is the
provision that their agency budgets would be reduced based on the estimated
savings In energy costs., The agencies would have no assurances that the
estimated savings would actually be realized. Most buildings do not have
Individual meters or historic consumption records, which makes it difficult to
compare energy usage. Also savings are difflcult to predict with any certalnty

because energy use Is Influenced by such things as occupant be%ENkﬂquXﬁfmher'
malntenance and other factors that are difficult to predict. EXHIBIT NO 7

amnff 3 39



Section 2 deletes +he,provls}on;fdcvlégléjafivé abprdvalvbf'every building
to be glven a grant for energy cénggfvé}jéh. This section also elfmiﬁafes the
requirement that agency bud@efs'fé,?éddégd Bééed aﬁ péédlcfed‘savlﬁgs. In
section 3 the bill requires the Deparfmenf to repor+ to fhe Ieglslafure on a
biennlal baslis lnformaflon on Individual grant prOJecfs and +he effec?lveness
of those projects. This Information will be more rellable than predlc+ed
energy savings, and the legislature could use this Information fo reduce energy

budgets.

We feel fhé? fﬁese changes will accompl ish the purpose the legisiature
intended, will provide an incentive for agency particlipation and will allow the
opportunity to leverage federal funds and to schedule retrofits In conjunction
with work planned as regular building malntenance or as part of the long-range

buflding program;

This bltl also provides rule-making authority for the Department to
implement this blil In section 1 and requires section 3 that grants in state
governmental units will be administered in accordance with the state

constructlion laws through the Department of Administration.

This bill will provide over $1 milllon In additional revenues fo the
general fund and will improve the effectiveness of the Alternate Energy
Program.

| urge you to pass this bill,

SENATE TAXATION
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PROPOSED AMENDMENT
HOUSE BILL 39
THIRD READING COPY

1. Page 7, Line 2,
Strike: "$143,000"
Insert: "$350,000"

Comment: This amendment makes the amount transferred to the general fund
conslistent with what was transferred in the appropriations bill (HB 30).

SENATE TAXATION

EXHIBILNO /1

DATE S zere 27, 1986 Tre (ol awmerslis
B Kol /13 39 “lz1
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— Taole 2
» Renéwadble EZnergy and Consarvaticn Program - 1987 Zfennium 3udget
5 s41,028*

Salancs Availadiz July 1
Ravenue 3stimate for Fisca
Coal Tax ‘ _
Lzan Repayments : - : : iAS«OOO
Total Revenue : -

, 1885
| 12

1286 and 1987

Accruais deodl fgated at end of 7V 38
Total Funds Avallabia
Caniral ized Services Dlvisicn Approoriaticn

Ooerating Expenses

Acministration - 5 473,¢
ontracTteg Servicas Q7,33
“atch for Federal Grants 229.15
Total Onerating cvo nses i
Grants Awarded *o 6/01/35
State Building 5 287,328
Renewadl e Energy and Conservaticn Grants 537,228

Tortal Grants Awarded
Salancs befers rzailocaticn o generai fund

Transfer of $i,143,000 in Governcris !ssus 3

LJ

-

nce Availabl2 fcr State 3uilding Revrof

in F( 37

lD

*The balance deoes not incuds *he 52,000,300 apprzoriatag *o scienc

techneicgy.

Ca24

(W]

—R‘I‘

-

SENATE TAXATION g
EXHIRIT -._zl_________
“‘L&w 21,198k 17
LT no/i/v‘ﬁjf; apter
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ALTERNATIVE ENERGY PROGRAM

. . Flscal'Year 1986 Fiscal Year 1987 Fiscal Year 1987
B ST s --. .. (Before House {Af+er House
Action on H230) Action on HB3(0)
F.T.E. ' 8.25 6.25 6.25
Persconal Services $ 215,054 $ 170,1911 7 S 170,191
General Operating Cxpenses £7.,800 ' - 25,900 - 35,900
Contracted Services 37,553 60,0002 60.000
Program Admin. = Subfotal $ 310,407 ) 266,091 kY 266,091
State Bldgs Program Grant Awards §  287,528° . $ 607,759 $ 400,75
Rernewable Energy Grant : 390,5703 0 0
Renewable Energy Loan Awards = 175,0003 0 0
Match for Faderal Programs . 77,000 ' -152;150 152,150
Program Total $ 1,240,505 $ 1,026,000 $ 81¢,000C
Specl!al Appropriation for
Central ized Services
Division 5 106,144 $ 46,609 $ 4€,609

1/ Salarles are besed on the FY87 Pay Mafrix.

2/ This $60,000 would pay for energy stTudies on state buildings. An EPP
reguest for Exxon funds to perform energy studies on state buildings
through the State Energy Conservation Program has been submiiTed. If the
Exxon funds are avallable, they will be used In lieu of all or part of the
Alfernative Energy Funds for the energy studlies on state bulldings.

3/ Grant and loan awards have not been finalized for FY8E.

SENATE TAXATION

EXHIBIT NO /|
W“Li;lJﬂL 27, /9806
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STANDING COMMITTEE REPORT

havinghadunderconsideration....................................m..% ........................................... No...?..’. ......... '
thisd ' reading copy (n_.___._._‘. )
color
REVISING STATR COVENIMENTAL UNITS PORTION OF RENEVABLE RNERGY PONDS
1
j
:
{
i
:'i; ¢« Iins g through 1ine 20, page 6. ’

ssrike: auuu S in its entirety
Senusber: subsequesnt sectioms

3. ,g 1ine 1.,
1 "199%°

Serike: "$143,000°

Insext: “$338,000"

4. Page 7, lime 14.
t “Sectiten”




STANDING COMMITTEE REPORT

MR. PRESIDENE; ' - -«

W, YOUT COMMMITTE Oty euviiuneetsiureenteteiatesoutsaans tta et et est e eat e es e e b e e st e ee oo e aneeba e beaseessbassreansesnteesnnas

having had under }:onsi&eréiion . Seaats ’m No 24

first reading copy ( _'h__‘_t‘____ )

CONSTITUTIONAL ANENDMERT TO DISCONTINGE TEE DEPOSIT OF COAL

Respectfully report as follows: That...............cceninld m ull ......................................... No.:“ .........

! ;—»r“;z»'c;u |




1 STANDING COMMITTEE REPORT

thisd reading copy ( __b_l_”__ )

color

v ._ E .51.‘ “ ;;'_' ;'-.;"4,

Respectfully report as folows: That............ooonnienn LT T -« No.., o

Yenator Thomas E. Towe, Chairman.

A st



STANDING COMMITTEE REPORT

{~ ’ i it ST .
E MR. PRESIDENTS: =4 i

S e
We, your commities’on:
B R o

LR, o,

PR T
having had under consideration

first reading copy { M )

color
TRUST YUND
Respectfully report as folows: That..............ooovevevvn..! BREATE BILL @ L o -
‘ba ameaded an follows: o T

1. Title, lias 7.
Follewing: °“FPOR”
Stxike: “A 3-YRAR PERICD BRGINRING IN“

2. “u‘p line 9. ] ‘ ’ . S -
Following: “DAYR® S
serike:s “AmD" .
Insexet: *,”

3. %itle, line 1l0.
rollowiang: °“DATR® :
Insezt: *, AND A TERMIMATION DATR"

4. W 2; lives 12 and 13.
3 “268" oa line 12

strikes '%.zsv
Insert: "68
Pollowing: *“1987," on line 12

Strike: “13.3% from July 1, 19387, umtil July 1, 13%99."

3. Page 5, lias 24&.
. Yollowings “date”
Insext:s “--applicability~-teraination*
4 wisgs. pege S, line 25
Strike: “om ez after*
Insext: “from”
Yollowing: “1986°
Insaxt: *, to March 31, 19%997*

Pollowing: ".*
ToReE Iasart: . act terminatss om Jume 30, 1937.7
i mumnwmm i‘

Senater Thomas R. Towe, Chairman.






