
MINUTES OF THE MEETING 
ENERGY, EXTRACTION AND CONVERSION SUBCOMMITTEE 

February  1 5 ,  1977 
7:30 p.m. 
Room 434 
S t a t e  C a p i t o l  Bldg. 

Meeting was c a l l e d  t o  o r d e r  by Chairman K e s s l e r .  R o l l  was t a k e n  
and it  was n o t e d  t h a t  a l l  members o f  t h e  subcommittee w e r e  p r e -  
s e n t .  

Chairman Kessler s t a t e d  t h e r e  were two b i l l s  which needed t o  be  
c o n s i d e r e d  - HB 561 and HB 553. 

R e p r e s e n t a t i v e  Metca l f  r e p o r t e d  t h a t  HB 561 had a l r e a d y  been 
a c t e d  upon by t h e  subcommittee t o  h i s  s a t i s f a c t i o n  and he f e l t  
it was ready  t o  be b r o u g h t  i n t o  f u l l  committee. A l l  a g r e e d .  

Chairman K e s s l e r  t h e n  s t a t e d  t h a t  t h e r e  seemed t o  b e  some language 
problems w i t h  HB 553 a s  f a r  a s  t a x  laws.  A copy o f  t h e  proposed 
amendments t o  HB 553 were passed  o u t .  Chairman Kessler p o i n t e d  
o u t  t h a t  t h e  amendments proposed were f a i r l y  minimal .  B a s i c a l l y  
t h e  p r o p o s a l s  w e r e  made by t h e  L e g i s l a t i v e  Counc i l  i n  o r d e r  t o  
make t h i s  b i l l  mesh w i t h  e x i s t i n g  t a x  laws.  H e  t h e n  c a l l e d  upon 
T e r r y  t o  e x p l a i n  what t h e  problems a r e .  
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M r .  D@& r e f e r r e d  t o  t h a t  p a r t  of t h e  proposed amendment t o  
S e c t i o n  2 ,  S u b p a r t  ( b )  which r e a d s ,  " ~ f ~ r y i n - g  a t  l e a s t  1 0 0 0  n a t u r a l  
g a s  consumers w i t h i n  Montana." M r .  k ? h ! l  s t a t e d  t h a t  i n  check- 
i,ng he found t h e r e  were 3  companies t o t a l l y  w i t h i n  t h e  s t a t e  of  
Montana t h a t  would be exc luded  from t h i s  exemption a s  t h e y  d i d  
n o t  have a  thousand cus tomers .  H e  f e l t  t h e y  shou ld  n o t  be 
exc luded  because  t h e y  o n l y  had 200 t o  300 consumers a s  t h e y  
were t o t a l l y  i n  t h e  s t a t e .  I t  was a g r e e d  by t h e  subcommittee 
t o  recommend t h a t  t h e  proposed amendment t o  S e c t i o n  2 ,  S u b p a r t  ( b )  
o f  HB 553 be  changed t o  r e a d  " d i s t r i b u t e d  by a n a t u r a l  g a s  
d i s t r i b u t i o n  sys tem s e r v i n g  s o l e l y  Montana cus tomers  o r  a t  l e a s t  
1000 n a t u r a l  g a s  consumers w i t h i n  Montana." 

~ h e g  I 1 r * ,  );-L~c t l r d ~  
ei%ts t a x  which now goes M r .  ~ + s e d l  t h e n  b rough t  up t h e  n e t  &r 

t o  t h e  s t a t e .  H e  p o i n t e d  o u t  t h a t  t h e r e  i s  a s m a l l  amount of  
t h i s  money a l l o c a t e d  t o  t h e  U n i v e r s i t y  sys tem and t o  h i g h  s c h o o l s  
and g r a d e  s c h o o l s .  I n  comparison t o  t h e  t o t a l  m i l l  l e v i e s ,  t h e  
amount t o  c o u n t i e s  i s  ex t remely  s m a l l ;  approx imate ly  5  o r  G per -  
c e n t .  I t  i s  s p e c i f i c a l l y  a l l o c a t e d  f o r  h igh  s c h o o l  o r  g r a d e  
s c h o o l  d e f i c i e n c y  f u n d s  and c a n n o t  go t o  t h e  g e n e r a l  fund.  I t  
i s  recommended exempting from t h e  t a x  l i a b i l i t y  t h e  s t a t e ' s  s h a r e  
and t h e n  g i v i n g  h a l f  t o  t h e  c o u n t i e s .  I f  you a r e  n o t  g o i n g  t o  
g i v e  t h e  c o u n t i e s  a  s p e c i f i c  p e r c e n t a g e  t h e y  do n o t  want  any.  
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Chairman Kessler p o i n t e d  o u t  t h a t  a  f u l l  b e n e f i t s  t a x  meant  
t h e y  would have  t o  g o  a l l  o r  n o t h i n g .  They would have  t o  s a y  
s o r r y  t o  t h e  g a s  companies  o r  s o r r y  t o  t h e  c o u n t i e s .  

\-,< \ <  LCQ 

M r .  kik-&xA!L went  on t o  s t a t e  t h a t  i n  work ing  i t  o u t  u n d e r  
c u r r e n t  t a x  r a t e s  exempt ing  t h e  s e v e r a n c e  t a x  c o m p l e t e l y  a n d  
1/2 c u r r e n t  n e t  p r o c e e d s ,  t h a t  would amount t o  a  r e d u c t i o n  o f  
1 . 7 5  p e r  w e l l  head  o r  a  r e d u c t i o n  o f  9 .75  p e r c e n t  o f  t h e  w e l l  
p r i c e .  T h a t  i s  r o u g h l y  1 7  c e n t s  on t h e  1 . 7 5  w e l l  head  c o s t .  
T h i s  would mean a  t a x  b r e a k  o f  a b o u t  18-20 p e r c e n t .  

I t  was a g r e e d  by t h e  subcommi t t ee  t h a t  t h i s  would b e  a  s i z e a b l e  
r e d u c t i o n .  

R e p r e s e n t a t i v e  E r n s t  c a l l e d  f o r  a v o t e  t h a t  t h i s  b e  s e n t  t o  t h e  
commit tee  o n  t h i s  b a s i s .  
f;z f .  
M r .  M e t c a l f  s econded .  

L\ h u e l ,  r s  
M r .  D£=&s-es3-1 d i d  sonie c a l c u l a t i n g  on t h e  e s t i m a t e  o f  d o l l a r s  
t h a t  co i i l d  b e  i n v o l v e d  i n  3-4 y e a r s  based  on M r .  F r i s e l l ' s  
redbook on n a t u r a l  g a s .  Montana h a s  p roduced  a p p r o x i m a t e l y  40 
b i l l i o n  c u b i c  f e e t  d u r i n g  t h e  p a s t  y e a r .  I t  i s  e s t i m a t e d  t h a t  
i n  3-4 y e a r s  t h i s  w i l l  i n c r e a s e  t o  55-65 b i l l i o n  c u b i c  f e e t .  
Making t h e  a s s u m p t i o n  t h a t  t h i s  i n c r e a s e  would b e  a l l  new gas--  
it c o u l d  b e  due  some t o  expand ing  o i l  w e l l s ,  s h a l l o w  w e l l s ,  etc.-- 
t h e  t o t a l  d o l l a r s  i n v o l v e d  a t  a 1 5  b i l l i o n  c u b i c  f e e t  i n c r e a s e  
a t  $2.00 p e r  c u b i c  f e e t  i s  2.8  m i l l i o n  d o l l a r s  p e r  y e a r .  An 
i n c r e a s e  o f  25 b i l l i o n  c u b i c  f e e t  would i n v o l v e  6 . 3  m i l l i o n  d o l l a r s  

I t  was b r o u g h t  up t h a t  t h e  L e g i s l a t i v e  C o u n c i l  recommended t h a t  
even  t h o u g h  t h e s e  companies  r e c e i v e  t h e  t a x  exempt ion ,  t h e y  
s t i l l  would l i k e  t h e  t a x  r e p o r t s  and  fo rms  n o r m a l l y  s u b m i t t e d .  - 

(?c ,3. 

M r .  F r a t e s  a s k e d  when t h e  3  y e a r s  s t a r t e d ;  i f  it was t h e  day  
t h e y  began  d r i l l i n g  o r  when. 

I t  was c l a r i f i e d  t h a t  t h e  amendment s t a t e d  "The 3  y e a r  exempt ion  
p r o v i d e d  by t h i s  s e c t i o n  s h a l l  b e g i n  when n a t u r a l  g a s  f rom a 
q u a l i f y i n g  w e l l  i s  f i r s t  p l a c e d  i n t o  a  n a t u r a l  g a s  d i s t r i b u t i o n  
s y s t e m . "  I t  was a l s o  c l a r i f i e d  t h a t  t h i s  exempt ion  a p p l i e d  t o  
d r i l l i n g  commenced a f t e r  December 31,  1976 b u t  b e f o r e  December 31,  
1980.  
C h.$ r * c  J 

P4z. Kessler t h e n  i n t r o d u c e d  S e c t i o n  7  which  d e a l s  w i t h  c o n s t i -  
t u t i o n a l i t y .  A s e v e r a b i l i t y  c l a u s e  was e x p l a i n e d  and  it was 
a g r e e d  by t h e  subcommi t t ee  t h a t  i f  p a r t  o f  t h i s  a c t  i s  i n v a l i d ,  
a l l  v a l i d  p a r t s  t h a t  a r e  s e v e r a b l e  f rom t h e  i n v a l i d  p a r t  r ema in  
i n  e f f e c t .  
fi7v f? 
M. F r a t e s  moved t h a t  HB 553 w i t h  t h e s e  amendments b e  s e n t  t o  
f u l l  commi t t ee .  
/?e iq - 
M z .  Cox seconded  t h e  n o t i o n  and  it was c a r r i e d .  
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Chairman Kessler then asked that the subcommittee work on the 
Alleuvial Valleys, It was agreed by the subcommittee to wait 
on this to see what the Senate does with SB 317. It will be 
heard in the Senate on February 17, and if it is killed there 
it can be assumed that this would also not make it. It was also 
agreed to wait on the Load Center Conversion. 

Meeting was adjourned. 

Respectfully Submitted, 

,, & / i  ,, 
Gerald R. Kessler 
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