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I 

The N a t u r a l  Resources Committee convened on February 10 ,  1977, a t  
10:15 a . m .  i n  Room 437 w i t h  Chairman Shelden p r e s i d i n g ,  and al-1 
members p r e s e n t .  

Chairman Shelden opened t h e  meeting t o  a  h e a r i n g  on t h e  fo l lowing  
b i l l s :  x 

HOUSE J O I N T  RESOLUTION 4 2  

REPRESENTATIVE JERRY KESSLER, D i s t r i c t  # 6 6 ,  t h e  b i l l ' s  c h i e f  sponsor ,  
s a i d  t h i s  h i l l  s imply g i v e s  d i r e c t i o n  t o  t h e  f e d e r a l  government t o  
p a s s  some s t r i p  mine and r ec l ama t ion  l e g i s l a t i o n .  

SARAH IGNATIUS, Northern P l a i n s  Resource coundi.1-, s a i d  t h e r e  are 
two r e s o l u t i o n s  i n t roduced  i n  t h e  House on t h i s  s u b j e c t "  She saic 
t h e y  f a v o r  House J o i n t  Reso lu t ion  4 2  on ly  because it l e n d s  g r e a t e j  
s u p p o r t  f o r  Sena to r  M e t c a l f ' s  s t a n d  t h a t  a l l  o u r  l ands  w i l l  he 
covered w i t h  a s t r o n g  s t r i p  mine and r ec l ama t ion  law. She s a i d  
t h e y  s u p p o r t  bo th  r e s o l u t i o n s .  

HOUSE BILLS 553 and 631 

REPRESENTATIVE J O H N  DRISCOLL, Dis t r ic t  #91,  t h e  b i l l ' s  c h i e f  sponsor ,  
s a i d  he would d i s c u s s  bo th  b i l l s  as they  d e a l t  w i th  t h e  same subjec t - -  
t h e  need f o r  an i n c e n t i v e  f o r  l o c a t i n g  and e x t r a c t i n g  n a t u r a l  gas .  
H e  handed o u t  c o p i e s  of a paper  on t h e  g a s  t a x  and roya. l ty  funds  
c o n t r o l l e d  by s t a t e  and l o c a l  qovernments f o r  t h e  y e a r  1976. Th i s  
i s  EXHIBIT 1 -of  t h e  minutes .  He s a i d  House B i l l  553 i s  a  s imple  
b i l l  encouraqinq e x p l o r a t i o n  i n  Montana f o r  n a t u r a l  g a s  t o  be con- 
sumed i n  FTontana by-suspending t h e  n e t  p roceeds  t a x .  House B i l l  631 
he sa id  siispeads t h e  severance  t a x .  M r .  D r i s c o l l  passed o u t  a  graph 
showing "Montana F i e l d  P r i c e  of Na tu ra l  Gas Trend v e r s u s  N e w  G a s  
Wel l s" ,  EXHIBIT 2 o f  t h e  minutes .  H e  r a i s e d  t h e  q u e s t i o n  i f  deregul-a- 
t i o n  and as  a r e s u l t  p r i c e  i n c r e a s e  w i l l  make a d . i f fe rence  as  w e  w i l l  
be competing w i t h  o t h e r  s tates f o r  o u r  gas .  H e  f e l t  t h i s  t a x  i ncen t ive  
on gas marketed h e r e  might make our  markets  more a l l u r i n g .  

ETI.T. PHRTSTIANSON, Energy O f f i c e ,  s a i d  d e r e g u l a t i o n  could  cause  t h e  
p r i c e  o f  n a t u r a l  gas t o  go t o  $2.20 and w e  w i l l  need t o  f i n d  some 
way t o  keep some of t h a t  g a s  i n  t h e  s t a te .  H e  s a i d  new g a s  w i l l  need 
t o  be found t o  keep i n d u s t r i a l  customers go ing  and s o  t o  keep jobs .  
H e  s a i d  he w a s  n o t  going t o  endorse  any c e r t a i n  concept  b u t  hoped t h e  
committee cou ld  come up w i t h  t h e  magic mo t iva t ing  number. 

ROGER L. BILLINGS, V i c e  P r e s i d e n t  f o r  g a s  and o i l  f o r  Montana Power 
Company, spoke n e x t  a s  an  amender. H e  s a i d  Montana consumers w i l l  be 
a b l e  t o  compete a s  t hey  can a f f o r d  t o  pay more a t  t h e  wel lhead because 
of l e s s  t r a n s p o r t a t i o n  c o s t s .  H e  s a i d  MP s o  f a r  has  been a b l e  t o  
compete s u c c e s s f u l l y .  He warned t h a t  e x p l o r a t i o n  f o r  g a s  w i l l  n o t  
respond immediately t o  i n c e n t i v e s  a s  l e a s e s  for land  must be  acquired 
and t h i s  cou ld  t a k e  a  p e r i o d  of  years--so a s h o r t  t e r m  i n c e n t i v e  i s  
n o t  a good i d e a .  H e  s a i d  Montana Power p l a n s  on a f i v e  y e a r  cyc l e .  
H e  a l s o  s a i d  on ly  t h r e e  g a s  w e l l s  ove r  5,000 feet  have been completed 
i n  t h e  l a s t  5 o r  6 y e a r s .  I n  t h e  Over th rus t  B e l t  where t h e  b e s t  g a s  
p o t e n t i a l  i s  thought  t o  be t h e  w e l l s  w i l l  be deep  and s o  w i l l  t a k e  
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a d d i t i o n a l  c a p i t a l ,  and a  good i n c e n t i v e  could h e l p  encourage t h i s .  
M r .  B i l l i n g s  passed  t o  t h e  committee members a  reqorked HB 553 (sug- 
g e s t e d  amendments worked i n )  and a  copy i s  E X H I B I T  3 and p a r t  of t h e  
minutes .  

DON ALLEN, Montana Petroleum Assoc ia t i on ,  speaking a s  an amender, s a i d  
w e  know more w e l l s  w i l l  be d r i l l e d ,  bu t  w i l l  t hey  be  d r i l l e d  i n  Montana. 
H e  s a i d  i f  t h e  c i t i z e n s  of  Montana can come up w i t h  a  b i l l  t h a t  w i l l  
work, everyone w i l l  g a i n  b u t  u n l e s s  t h e r e  i s  an i n c e n t i v e  passed t h a t  
w i l l  mean something,  b e t t e r  n o t  t o  do anyth ing .  H e  s a i d  t h e r e  i s  a  
c o n s i d e r a b l e  d i f f e r e n c e  between n e t  proceeds  and severance  t a x  a s  f a r  
a s  i n c e n t i v e s  go--net p roceeds  i s  much more of an i n c e n t i v e .  H e  
handed i n  i n fo rma t ion ,  EXHIBIT 4 .  

W. CROFT, C r o f t  Petroleum Co., spoke as a  s u p p o r t e r  and an amender. H e  
f e l t  w e  should  be  d r i l l i n g  f o u r  t imes  a s  many w e l l s  a s  w e  now are--he 
s a i d  t h e r e  a r e  hundreds of townships w i t h  no h o l e s  dug i n  them. H e  f e l t  
i n c e n t i v e s  could  he lp .  

LES LOBLE, Montana Dakota U t i l i t y ,  speaking on 631, s a i d  i t s  e f f e c t  
would be  n e g l i g i b l e  and he would r a t h e r  n o t  s e e  it. He s a i d  a l l  it does  
i s  d e f e r  t h e  t a x  and he would r a t h e r  s e e  t h a t  c o s t  i n c u r r e d  f o r  t h e  pre-  
s e n t  ra te  payer  t h a n  a f u t u r e  one. Speaking on HB 553, he s a i d  it would 
h e l p  MDU by f r e e i n g  up money t h a t  it could use  t o  purchase  o t h e r  g a s .  
H e  s a i d  ano the r  i n c e n t i v e  would be t o  r e s t o r e  t h e  d e p l e t i o n  a l lowance on 
g a s  on ly .  Another way i s  a  su rcha rge  on r a t e s  charged by MDU w i t h  t h a t  
used f o r  e x p l o r a t i o n .  

F . H .  BOLES, Montana Chamber, s a i d  t hey  suppor t  t h e  ex t ens ion  of t h e  i n -  
c e n t i v e s  t o  i n c l u d e  o i l  a s  w e l l  a s  g a s  and suppor t  t h e  u s e  of t h e  n e t  
proceeds  a s  an  i n c e n t i v e .  H e  s a i d  t hey  f a v o r  HB 553 over  631. 

----- LvfilL d-* - ------- 
L Y N C H ~  G a s  Count ies ,  opposed t h e  b i l l .  H e  s a i d  g a s  c o u n t i e s  a r e  

concerned about  t h i s  k ind of l e g i s l a t i o n  t h a t  e rodes  t h e  t a x  base .  I f  
what i s  needed i s  a change i n  a t t i t u d e ,  do it i n  some o t h e r  way than  wi th  
n e t  p roceeds ,  he  s a i d .  H e  ques t ioned  whether t h e  i n c r e a s e  i n  p r i c e  would 
cause  an i n c r e a s e  i n  p roduc t ion  a s  it h a d n ' t  so  f a r .  

ROBERT A. TOMCHECK, County Commissioner from Toole County, opposed t h e  
1 HP said  net proceeds  has  helped h i s  county.  

STEVE TURKIEWICZ, Montana ~ s s o c i a t i o n  o f -Coun t i e s ,  urged t h e  committee 
t o  c a r e f u l l y  c o n s i d e r  g a s  i n c e n t i v e s  t h a t  a r e  n o t  a  burden f o r  one seg- 
ment of o u r  s t a t e ,  t h a t  i s  t h e  county r ea i  p r o p e r t y  t a x  base .  

Rep. D r i s c o l l  i n  c l o s i n g  s a i d  t h e  purpose of encouraging e x p l o r a t i o n  i s  
f o r  Montana and n o t  f o r  t h e  whole country .  H e  handed i n  a  sugges ted  
amendment from B i l l  C h r i s t i a n s e n  ( E X H I B I T  5 ) .  He s a i d  t o  be f o r  Montana 
consumption you always hea r  about  u n c o n s t i t u t i o n a l i t y  and would l i k e  t o  
s e e  t h a t  t e s t e d  i n  c o u r t .  

Chairman Shelden asked i f  anyone would l i k e  t o  speak s p e c i f i c a l l y  on 
HB 631. 

DON ALLEN s a i d  t h i s  would r e a l l y  n o t  be a  meaningful  i n c e n t i v e .  
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NEIL J. LYNCH s a i d  t h e c o r n t i e s  go  on r eco rd  a s  opposing t h i s  b i l l .  

I During q u e s t i o n s  from t h e  committee--Mr. Al len  mentioned what t h e  g a s  
i n d u s t r y  needs  most i s  a s t a b l e  s i t u a t i o n  and a change i n  a t t i t u d e .  
These i n c e n t i v e s  could be  a demonstra t ion of  t h a t  change i n  a t t i t u d e .  
M r .  C h r i s t i a n s e n  s a i d  when d e r e g u l a t i o n  occu r s  t h e  i n t e r s t a t e  p r i c e  of 
g a s  w i l l  go  beyond t h e  i n t r a s t a t e  p r i c e ,  b u t  he f e l t  t h e  t r a n s p o r t a t i o n  
c o s t s  would p r o t e c t  u s .  Chairman Shelden asked t h e  i n d u s t r i e s  i f  t h i s  
b i l l  would p rov ide  t h e  needed i n c e n t i v e .  M r .  B i l l i n g s  s a i d  most em- 
p h a t i c a l l y  s o - - t h i s  would be 18 t o  20% and t h a t  i s  a s i g n i f i c a n t  i n -  
c e n t i v e  t o  new d r i l l i n g  p l u s  t h e  expected i n c r e a s e  i n  p r i c e .  M r .  
Loble s a i d  he f avo red  M r .  C h r i s t i a n s e n ' s  amendment as it would s o l v e  
t h e i r  problem w i t h  t h e  b i l l  a s  it r e l a t e s  t o  i n t e r s t a t e  systems.  

There was s t i l l  a q u e s t i o n  of t h e  c o n s t i t u t i o n a l i t y  of having t h e  t a x  
i n c e n t i v e  o n l y  f o r  t h e  g a s  t h a t  would be  used i n  Montana. 

H J R  40 REP. ERNIE DASSINGER, D i s t r i c t  No. 50, t h e  b i l l ' s  c h i e f  spon- 
s o r ,  s a i d  t h i s  b i l l  s u p p o r t s  f e d e r a l  c o a l  s t r i p  mine reclama- 
t i o n  l e g i s l a t i o n  under c e r t a i n  c o n d i t i o n s .  

LEO BERRY, S t a t e  Lands, s a i d  t hey  suppor t  H J R  40 as  it i s  p a t t e r n e d  
a f t e r  and w i l l  f o l l ow t h e  Governor ' s  energy p o l i c y .  

Chairman Shelden opened t h e  meeting t o  e x e c u t i v e  a c t i o n  on t h e  fol low- 
i n g  b i l l s :  

HOUSE J O I N T  RESOLUTION 24 

Chairman Shelden t o l d  t h e  committee t h i s  b i l l ,  which had been passed ,  was 
r e r e f e r r e d  t o  t h e  committee a t  h i s  r e q u e s t .  He s a i d  he heard a rumor 
t h a t  t h e  Great F a l l s  Gas Co. had a s u b s t a n t i a l  i n t e r e s t  i n  an i n s u l a t i o n  
f i r m  i n  t h e  w e s t .  H e  s a i d - i t  was j u s t  a  rumor. Rep. Cooney moved t h a t  
H J R  24 do  p a s s  and t h e  motion c a r r i e d  unanimously w i t h  t h o s e  p r e s e n t  
(Reps. B u r n e t t  and Q u i l i c i  gone ) .  

HOUSE J O I N T  RESOLUTION 42 

Rep. Bengtson moved do p a s s .  Rep. Harper moved a s u b s t i t u t e  motion t h a t  
t h e  nzze sii page 1, l i n e  12 ,  of Gerald  Ford be s t r i c k e n  and a s  amended 
do  pas s .  Rep. Huennekens moved a s u b s t i t u t e  motion f o r  a l l  mot ions  
pending of do n o t  amend a t  a l l .  Motion c a r r i e d  w i t h  9 y e s  and 6 no 
( v o t i n g  no w e r e  Reps. Harper,  Bengtson, b a v i s ,  Hurwitz, K e s s l e r ,  Nathe, 
and a b s e n t  were Reps. B u r n e t t  and Q u i l i c i ) .  Rep. Harper moved t o  amend 
by t a k i n g  o u t  t h e  proper  name of t h e  former p r e s i d e n t .  Rep. F r a t e s  sug- 
g e s t e d  amending f u r t h e r  on l i n e  11 by s t r i k i n g  t h e  words "by t h e  former 
p r e s i d e n t  of t h e  United S t a t e s ,  Gerald  Ford" .  These amendments were ap- 
proved by t h e  committee w i t h  Rep. Metcalf v o t i n g  no and Rep. B u r n e t t  
absen t .  The committee went back t o  t h e  s u b s t i t u t e  motion of do p a s s  a s  
amended. Motion c a r r i e d  unanimously w i th  Rep. Burne t t  gone. 

HOUSE J O I N T  RESOLUTION 40 

Rep. Cooney moved do pas s .  Motion c a r r i e d  unanimously w i t h  t h o s e  p r e s e n t .  
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HOUSE BILL 190 

Rep. Cooney, who was chairman of  t h e  subcommittee on t h e  n u c l e a r  was te  
b i l l s ,  s a i d  it was dec ided  t o  amend bo th  t h e  b i l l s .  H e  went th rough  t h e  
amendments, EXHIBIT 6. Rep. Kimble 's  190 would s t i l l  s a y  no n u c l e a r  
was tes  could  be  s t o r e d  i n  Montana. The subcommittee recommendation was 
t o  p a s s  254 as  amended and t o  gi-ve 190 a do n o t  p a s s  a t  t h e  r e q u e s t  of  
t h e  sponsor  r a t h e r  than  t o  t a b l e  it. 

Rep. K e s s l e r  moved t h a t  HB 190 do p a s s  as amended, The motion f a i l e d  
w i t h  8 v o t i n g  y e s  and 9 v o t i n g  no (yes  v o t e s  were Reps. Shelden,  Harper,  
Bengtson, Cooney, Huennekens, Kess l e r ,  Metca l f ,  Q u i l i c i ) .  Rep Davis 
moved do n o t  p a s s  and t h e  s e c r e t a r y  was i n s t r u c t e d  t o  r e v e r s e  t h e  v o t e s .  

HOUSE BILL 254 

A s  t h e  amendments had been gone through on HB 190,  Rep. Metcalf  moved 
t o  adop t  t h e  amendments. Rep. Kess l e r  moved a s u b s t i t u t e  motion of 
adopt ing  a l l  b u t  s e c t i o n  5. He f e l t  by l e a v i n g  t h i s  s e c t i o n  o u t ,  people  
might look  t w i c e  b e f o r e  s e t t i n g  up a n u c l e a r  p l a n t .  Rep. Q u i l i c i  s a i d  
he  o b j e c t e d  t o  t h i s  l a s t  motion because t h e  l a s t  e l e c t i o n  i n d i c a t e d  t h a t  
people  are i n t e r e s t e d  i n  looking  i n t o  n u c l e a r  r e s e a r c h .  Rep. Kess l e r  
withdrew h i s  motion.  Chairman Shelden c a l l e d  f o r  a v o t e  on Rep. M e t -  
c a l f ' s  motion of  t h e  amendments a s  p re sen ted  be adopted.  Motion c a r -  
r i e d .  Rep. Metcalf  moved a s u b s t i t u t e  motion of do no t  p a s s  as  amended. 
He s a i d  w i t h  t h e  b i l l  we w i l l  have s t o r a g e  of  nuc l ea r  was t e s  i n  Montana. 
Rep. Cooney thought  i f  w e  do have nuc l ea r  f u s i o n  p l a n t s  i n  Montana, 
w e  should be  r e s p o n s i b l e  f o r  ou r  own was tes .  Rep. Harper s a i d  n e i t h e r  
of  t h e  b i l l s  p r o h i b i t  a  n u c l e a r  p l a n t  b u t  M r .  Kimble 's  would p r o h i b i t  
t h e  storage of n u c l e a r  was t e s  and he s a i d  he s u p p o r t s  t h a t  b i l l .  Ques- 
t i o n  was c a l l e d  and a r o l l  c a l l  t aken  on Do Not P a s s  a s  Amended--motion 
f a i l ed  (vo t ing  yes  w c r e  Reps. Harper,  Bengtson, C u r t i s s ,  K e s s l e r ,  M e t -  
c a l f ,  and a b s e n t  was Rep. B u r n e t t ) .  Act ion was taken  on t h e  do p a s s  a s  
amended motion and t h i s  c a r r i e d  w i t h  Harper and Kess l e r  v o t i n g  no and 
B u r n e t t  a b s e n t ) .  

HOUSE BILL 197 

Rep. Q u i l i c i  went th rough  t h e  sugges ted  amendments, E X H I B I T  7. H e  
moved t h e  amendments be adopted ,  Motion c a r r i e d  unanimously (Rep. 
B u r n e t t  a b s e n t ) .  Rep. Metcalf  moved t h e - b i l l  a s  amended do  p a s s .  There 
was di- ---- - aLuaaioii by t h e  ccinmittee members and it was dec ided  a l i t t l e  more 
r e s e a r c h  was needed. Rep. Metcalf  withdrew h i s  motion and moved t h e  
b i l l  be  passed  f o r  t h e  day.  

Meeting adjourned a t  1 p.m. 

R e s p e c t f u l l y  submi t ted ,  

eas 




