
MINUTES OF THE MEETING 
REVENUE ESTIMATING SUBCOMMITTEE OF THE TAXATION COMMITTEE 

50TH LEGISLATIVE SESSION 
HOUSE OF REPRESENTATIVES 

January 22, 1987 

The meeting of the Revenue Estimating Subcommittee was 
called to order by Chairman Harp on January 22, 1987, at 
11:30 a.m., in Room 3l2B of the State Capitol. 

ROLL CALL: All members were present with the exception of 
Reps. Ellison and Schye, and Sen. Hager, who were absent. 
Also present were Dave Bohyer, Legislative Council, Terry 
Johnson, OBPP, and Judy Curtis Waldron, LFA. 

DISCUSSION OF NATURAL GAS TAX: Judith Curtis Waldron, 
Senior Analyst, LFA, explained that 100% of the natural gas 
tax goes to the general fund except when there is an increase 
in a FY from the prior FY. She said forecasts are based 
on price, production, and county portions, and that the 
declining forecast over the next several years is a 
continuation of declines over the past several years. 

Terry Johnson, OBPP, provided copies of assumptions for 
natural gas tax (Exhibit #1), and said receipts have gone up 
substantially due to increases in price. He explained the 
OBPP also looked at price, production and county portions 
in arriving at its assumptions, and that Montana wellhead 
prices were compared to Wharton Econometrics figures. He 
said his office contacted a large company concerning 
natural gas production and prices, but that company felt 
uncomfortable with projections for the next three months as 
well as any for the next three years. 

Mr. Johnson stated the OBPP differed from the LFA in 
production assumptions (MCF and gallonage components are 
forecast separately) • 

Sen .. Lybeck asked why there was a change of 75% in 1978 
receipts. Terry Johnson replied there was upward movement 
in the late 1970's in production and price. Judy Curtis 
Waldron added that the price of gas was first deregulated 
at that time. 

Terry Johnson stated that a severance tax reports only one 
price when it is filed, thus the need to look at net 
proceeds returns for this information. 
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Rep. Williams asked if reports were filed on gas at the 
liquid state or at other stages. There was no response. 

Sen. Neuman asked if the completion of the pipeline from Cut 
Bank to Butte would make a significant difference. Terry 
Johnson replied he was uncertain. 

Rep. Williams asked if the value of liquid gas were included 
in historical production figures. Judy Curtis Waldron 
replied that only one figure is received from severance tax 
data, but the OBPP attempts to split out this information. 
She added that her price assumptions may be a little too 
high at a few cents difference per MCF (million cubic feet). 

Terry Johnson replied that the difference is graphed in net 
proceeds and not in net production. 

Rep. Sands asked which figure should be used. Terry Johnson 
replied that the Subcommittee needs to address this issue, 
as the numbers are not the same. 

Rep. Ellison asked if there are any exemptions. Terry 
Johnson replied that could be possible. Judy Curtis Waldron 
stated that the severance tax does not include royalties or 
gas used in the field. 

DISCUSSION OF METAL MINES TAX: Terry Johnson told the 
Subcommittee his office looks at mining production of 
copper, gold, silver, and other minerals. He said companies 
are required to file quarterly reports with the DOR 
(Department of Revenue), but not to pay a quarterly tax, thus 
production assumptions are based on two quarters reported in 
CY86 for CY's 87-88. Terry Johnson quoted 3rd quarter prices 
of $.58 for copper, $.19 for lead, $5.16 for silver, and 
$355.50 for gold. (EXHIBIT #2, #2a) 

Terry Johnson explained that price/production from various 
mines in Montana are included in the OBPP forecast, and said 
a look at general fund revenue comparisons show only one 
small difference in FY8S. He stated the OBPP included 
$220,000 in audit collections for FY88 and that the LFA 
shows a difference in the area of general fund balance. 

Judy Curtis Waldron stated LFA figures for CY86 are low 
because of low first quarter" figures for Troy Mines. She 
said prices for paladium and platinum are contract prices, 
and that the price of gold varies quite a bit from day to 
day, month to month and year to year. She added her 
agreement to Terry Johnson's statement that price 
differences are very small. (EXHIBIT #3) 
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Chairman Harp asked for copies of projections for the 
Subcommittee, explaining that the information should be 
provided at party caucus' to facilitate understanding of 
the Subcommittee's undertakings. 

Chairman Harp advised that Mr. Vasquez from Policy 
Economics would provide information for the Subcommittee 
on February 9, 1987. He said Policy Economics figures 
will reflect federal tax reform windfall because they are 
based on current law. 

Dave Bohyer stated the LFA estimates $78 million in windfall 
and the OBPP, $73 million. He said Policy Economics 
anticipated all states would be in the same bind and 
developed a computer model to estimate the effect to 
each state. Mr. Bohyer advised that Policy Economics 
merged state tax returns with population and other 
information to make its estimates. He said the variables 
used included employment, personal income, non-farm income 
and .historical data on tax returns, and that this information 
was sent by telex on 'January 21, 1987, to the Legislative 
Council. 

Dave Bohyer explained that an attempt will be made to bring 
in staff persons for the Joint Committee on Taxation 
(Congress} as DOR is basing its estimates on the figures 
adopted by that committee and by Mr. Vasquez. He added 
that Mr. Vasquez believes DOR overestimated windfall by 
55%. 

Chairman Harp asked where Montana would be without federal 
tax reform. There was no response. 

Sen. Neuman asked if the Subcommittee had DOR figures on the 
amount of capital gain claimed by farmers. Dave Bohyer 
replied that is one of the key elements of the Vasquez 
formula. 

Terry Johnson added that his office has computer runs on 
capital gains, taken from tax returns. 
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ADJOURNMENT: There being no further business before the 
Subcommittee, the meeting was adjourne 12:50 p.m. 

a:sub0122.txt 
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