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MINUTES OF THE MEETING 

TAXATION COMMITTEES 
HOUSE AND SENATE 

January  20, 1977 

Chairman Mathers opened t h e  meeting which was a  j o i n t  mee- 
t i n g  o f  t h e  House and Sena te  Taxa t ion  committees,  and h e l d  i n  
Room 415 of  t h e  S t a t e  C a p i t o l  Bu i ld ing  on t h e  above d a t e ,  con- 
vened a t  8:10 a .m.  The Chairman s a i d  t h e  meeting had been sche- 
du led  f o r  t h e  purpose of  d i s c u s s i n g  some of  t h e  problems t h a t  
t h e  two committees w i l l  be  f a c i n g  t h i s  s e s s i o n ,  p a r t i c u l a r l y  i n  
r e l a t i o n  t o  t h e  c o a l  t a x  funds.  t 

ROLL CALL: R o l l  c a l l  found a l l  o f  t h e  Sena te  Taxa t ion  Com- 
mittee members p r e s e n t  w i t h  t h e  excep t ion  o f  Sen. Healy. 

Chairman Mathers i n t roduced  Roger Tippy o f  t h e  L e g i s l a t i v e  
Counci l  who had d r a f t e d  a l l  of  t h e  c o a l  t a x  b i l l s  i n  t h e  l a s t  
l e g i s l a t i v e  s e s s i o n .  H e  s a i d  it would appear  t h e  cho ice  t h a t  
t h e  L e g i s l a t u r e  has  t h i s  s e s s i o n  is  whether  t o  set up t r u s t  
funds ,  i f  t h e  p r i n c i p a l  should be  i n v e s t e d  a t  o t h e r  t han  maxi- 
mum y i e l d ,  and quo t ing  from t h e  l e t t e r  from t h e  S t a t e  Board o f  
Investments  which no ted  t h a t  t h e  L e g i s l a t u r e  had t h e  r i g h t  t o  
a p p r o p r i a t e  t h e  p r i n c i p a l  by a 3/4 v o t e  of  bo th  Houses. H e  
s a i d  h e  had been asked t o  d r a f t  s e v e r a l  approaches which would 
use  a  p o r t i o n  of t h e  p r i n c i p a l .  

The Chairman then  asked i f  any of t h o s e  p r e s e n t ,  members of 
t h e  comniittees and t h e  i n t e r e s t e d  persons  i n  a t t e n d a n c e ,  i f  t hey  
had comments t o  make r ega rd ing  t h e  s u b j e c t .  F i r s t  t o  speak was 
Repr. Waldron who s a i d  h e  f e l t  s i n c e  t h e  money r e p r e s e n t e d  non- 
renewable r e s o u r c e s  from Montana, t h e  funds  de r ived  from t h e  c o a l  
t a x  shou ld  be i n v e s t e d  with,in t h e  s ta te  as much as p o s s i b l e .  Rep. 
k rabrega  a l s o  spoke and s a i d  he  t o o  f avo red  funds  i n v e s t e d  i n  t h e  
s ta te ,  c i t i n g  housing as one of  pr imary importance.  Rep. Tower 
asked about  making t h e  money a v a i l a b l e  t o  Montana hanks and sa -  
v i n g s  and loans  a g e n c i e s  f o r  u se  w i t h i n  t h e  s t a t e .  Rep. Meloy 
s a i d  t h e r e  is a b i l l  i n  t h e  House which concerns  i t s e l f  w i th  ob- 
t a i n i n g  funds  f o r  conse rva t ion  program and in t roduced  P a t  Binns 
who s a i d  he thought  t h e  problem o f  energy conse rva t ion  should be  
addressed  wi th  t h e  funds .  

Sen. Blaylock then  spoke,  s a y i n g  t h e r e  is a s t u d y  be ing  con- 
duc ted  w i t h i n  t h e  s ta te  concerning t h e  problem o f  s o l i d  was te  d i s -  
p o s a l  and i f  and when a  program is  adopted,  funds  would be  needed 
t o  l end  t o  c i t ies  t h a t  wish t o  adopt  such an impor tan t  p r o j e c t .  
Sen. Warden agreed  w i t h  h i s  s t a t e m e n t s  and s a i d  she  would be  car -  
r y i n g  a b i l l  d e a l i n g  w i t h  t h i s  problem. She in t roduced  Te r ry  
Carmody who s a i d  t h e y  had found t h e r e  was a chance t o  conserve  
'energy and a l s o  s o l v e  t h e  s o l i d  w a s t e  problem i n  Montana'should 
t h e  program r e c e i v e  a d d i t i o n a l  suppor t .  

Rep. Bengtson n e x t  spoke s a y i n g  s h e  thought  educa t ion  should 
s h a r e  i n  t h e  revenues  and s h e  in t roduced  John Dracon of  t h e  S t a t e  
School Admin i s t r a to r s  Assoc., who thought h i g h e r  educa t i3n  qee2,ed 



a  s h a r e  o f  t h e  revenues .  Lou i s  F o r s e l l  a l s o  o p t e d  f o r  f u n d s  
f o r  h i g h e r  e d u c a t i o n ,  s a y i n g  t h a t  t h e  p r e s e n t  6 m i l l  l e v y  might  
be  reduced  w i t h  h e l p  from t h e  revenues .  Repr.  D a s s i n g e r  spoke  
b r i e f l y  a l s o  and s u p p o r t e d  t h e  Bd. o f  I n v e s t m e n t s ,  s a y i n g  h e  
f e l t  t h e y  were i n v e s t i n g  t h e  moneys e n t r u s t e d  t o  zhem a s  w i s e l y  
a s  p o s s i b l e .  Repr.  Waldon asked  q u e s t i o n s  on  t h e  way t h a t  s t a t e  
funds  a r e  i n v e s t e d .  

J i m  Mochler,  r e p r e s e n t i n g  t h e  a s s o c i a t i o n  o f  c o a l  companies,  
a sked  t h e  l e g i s l a t o r s  t o  c o n s i d e r  t h a t  t h e  c o a l  t a x  was i n t e n d e d  
t o  have  monies a v a i l a b l e  f o r  t h e  impacted  c o u n t i e s  and t h a t  was 
t h e  p r imary  p u r p o s e  f o r  t h e  30% c o a l  t a x .  H e  s a i d  he  t h o u g h t  t h a t  
was t h e  o r i g i n a l  i n t e n t  o f  t h e  c o a l  t a x  and  h e  hoped t h e  L e g i s l a -  
t u r e  would answer t h i s  o b l i g a t i o n  t o  t h e  p e o p l e  o f  Montana. 

J i m  Howeth, Bd. o f  I n v e s t m e n t s ,  n e x t  spoke and s a i d  SB44 
p u t s  t h e  c o a l  t a x  t r u s t  fund  i n t o  t h e  t r u s t  and l e g a c y  fund .  H e  
s a i d  t h i s  is  a permanent  t r u s t  fund  a n d ' i s  ' i n v i o l a t e ,  u n l e s s  it 
i s  a p p r o p r i a t e d  by t h e  L e g i s l a t u r e . '  H e  s a i d  t h i s  would make it 
p o s s i b l e  f o r  t h e  L e g i s l a t u r e  t o  l i q u i d a t e  a l l  o r  a  p o r t i o n  o f  t h e  
p r i n c i p a l .  H e  c o n t i n u e d ,  e x p l a i n i n g  t h a t  i f  such  a  s i t u a t i o n  w e r e  
t o  o c c u r  t h e n  such  p r i n c i p a l  would n e c e s s a r i l y  be i n v e s t e d  i n  
s h o r t  t e r m  i n v e s t m e n t s .  S e v e r a l  o t h e r s  q u e s t i o n e d  t h i s  p o r t i o n  
of  t h e  law, and Sen. Towe s a i d  t h a t  o n l y  a  v e r y  ex t reme  c i rcum- 
s t a n c e  would prompt t h e  L e g i s l a t u r e  t o  v o t e  f o r  s u c h  a  change.  

M r .  Howeth responded t o  some o f  t h e  q u e s t i o n s ,  s a y i n g  t h a t  
it is n o t  p o s s i b l e  t o  i n v e s t  t h e  e n t i r e  amount o f  t h e  f u n d s  o f  
t h e  Board i n  Montana, a s  t h e  law demands t h e y  i n v e s t  t h e  f u n d s  
i n  t h e  most  p r u d e n t  o f  ways. 

Sen. Watt  s a i d  t h e  3/4 v o t e  p o r t i o n  o f  t h a t  p a r t i c u l a r  law 
had been p u t  i n  f o r  ex t reme  emergency, i n  t h e  e v e n t  o f  s u c h  a  s i t u -  
a t i o n  a s  t h e  g r e a t  d e p r e s s i o n  o r  such  emergency. Rep. B e r t e l s e n  
s a i d  h e  f e l t  t h e  f u n d s  t h a t  eve ryone  i s  a s k i n g  f o r  s h o u l d  i n s t e a d  
s u p p o r t  t h e  c o u n t i e s  most a f f e c t e d  by t h e  impact .  

The p o i n t  was t h e n  b r o u g h t  o u t  t h a t  though t h e  p r i n c i p a l  
may a t  sometime b e  touched by f u t u r e  L e g i s l a t u r e s ,  u n l e s s  t h i s  
law is  changed,  t h i s  L e g i s l a t u r e  must  d e c i d e  how t h e  money i s  t o  
be i n v e s t e d .  Sen. Turnage s a i d  h e  f e l t  t h e  f u n d s  s h o u l d  g o  t o  
t h e  Board o f  I n v e s t m e n t s  f o r  i n v e s t i n g  and t h a t  t h e  money s h o u l d  
go  i n t o  t h e  Genera l  Fund f o r  a p p o r t i o n i n g  a s  needs  i n d i c a t e .  R e p .  
Fabrega  s t a t e d  f u r t h e r  h e  f e l t  t h e y  must  f i r s t  m e e t  c o s t  o f  t h e  
impact  i n  t h e  c o a l  a r e a s ,  a l s o  he  s a i d  h e  was impressed  w i t h  t h e  
performance  of  t h e  C o a l  Board. N e i l  Lynch, r e p r e s e n t i n g  e a s t e r n  
c o a l  c o u n t i e s ,  s t a t e d  t h e y  hoped t h e  4 %  s h a r e  of  t h e  c o a l  p i e  
migh t  s t a y  t h e  same and the counties t o  r e t a i n  t h a t  1% of t h e  r e v e -  
nue ,  where it i s  m o s t  u r g e n t l y  needed.  

M r .  Tippy p o i n t e d  o u t  f o r  t h o s e  who had f a v o r e d  e n e r g y  con- 
s e r v a t i o n ,  t h a t  t h e  s t a t e  banks who had se t  up E c o  l o a n s  had aban- 
doned t h e  program f o r  l a c k  o f  i n t e r e s t .  Rep. D a s s i n g e r ,  Sen.  Towe 
and Sen. Goodover, a l s o  Rep. L i e n  d i s c u s s e d  s e v e r a l  o t h e r  poi.i?ts 
b r i e f l y .  



Sen. Manning then made one more point, complimenting the 
Chairman on bringing the two committees and other interested 
persons together for the morning's meeting. He stated that 
he felt the meeting to be most worthwhile and the inviduals 
most concerned were able to get a picture of the thinking of 
all concerned with the fate of the coal tax revenues. He felt 
much had been accomplished by the meeting, to which others also 
agreed. 

ADJOURNMENT: Sen. Manning then moved for adjournment; the 
motion, as seconded by Sen. Goodover, carried. 

- .  r 

WILLIAM MATHERS CHAIRMAN 
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STATE OF MONTANA 1 

1 DEPARTMENT OF ADMINISTRATION 

BOARD OF INVESTMENTS ' 

J 

January 17 ,  1977 

ROOM 236, MITCHELL BUILDING 
HELENA. MONTANA 59601 

(406) 449-2656 

~ e p r e s e n t a t i v e  John D r i s c o l l ,  Speaker o f  t h e  House 
The S t a t e  Cap i to l  
IIelena, Montana 59601 

Dear Representa t ive  D r i s c o l l :  

The new s e c t i o n  of t h e  c o n s t i t u t i o n a l  amnendment e s t a b l i s h i n g  t h e  Coal 
T r u s t  Fund is going t o  be extremely d i f f i c u l t  i n  admin i s t e r ing ,  investment  
wise,  because of  t h e  c o n f l i c t i n g  language which i s  used. The heading 
r e f e r s  t o  a  permanent t r u s t  fund, which t o  Ine would i n d i c a t e  i t ' s  somethrncj 
t h a t  i s  l z s t i n g ,  fo reve r .  Also,  t h e  s e c t i o n  s t a t e s ,  " t h e  p r i n c i p a l  of  t h e  
t r u s t  s h a l l  f o r eve r  remain i n v i o l a t e . "  Here aga in ,  t h i s  would i n d i c a t e  
t h a t  t h e  p r i n c i p a l  of  t h e  fund would remain i n t a c t  fo r eve r .  I f  t h i s  were 
t h e  c a s e ,  w e  would be w i s e  i n  i n v e s t i n g  t h e  funds on a  long-term b a s i s ,  
thereby ,  ob t a in ing  a  maximum r a t e  o f  r e t u r n .  However, t h e  s e c t i o n  goes 
on and adds,  "un l e s s  app rop r i a t ed  by vo te  of  t h r ee - fou r th s  of t h e  members 
of each house o f  t h e  L e g i s l a t u r e . "  This  would i n d i c a t e  t h a t  a t  any l e g i s -  
l a t i v e  s e s s i o n  t h e  p r i n c i p a l  could be spen t  i n  i t s  e n t i r e t y ,  which from 
a  prudent  investment  d e c i s i o n  would prevent  us  from i n v e s t i n q  t h e  funds 
long-term and i n v e s t i n g  tllem on a shor t - te rm b a s i s  which would reduce t h e  
p o t e n t i a l  r a t e  o f  r e t u r n  on t h e  investment  s u b s t a n t i a l l y .  I t  would appear  
t o  me w i t 1 1  t h e  use of  t h e  language "permanent and fo reve r "  it would be t h e  
i n t e n t  t o  always main ta in  t h e  p r i n c i p a l  and t h a t  i t  would be extremely 
remote and d i f f i c u l t  f o r  t h e  L e g i s l a t u r e  t o  eve r  spend t h e  p r i n c i p a l  o f  
t h e  fund i n  i t s  e n t i r e t y .  

In  w r i t i n g  t h e  s t a t u t o r y  I~.,~vs perta.inj .ng t o  t h i s  fund,  we should poi-nt o u t  
t h a t  we  ill i n v e s t  t h e  funds on a  permanent b a s i s  and t h a t  should any 
1e.r j is la ture  app rop r i a t e  t h e  p r i n c i p a l ,  it coulfi. r e s u l t  i n  a  l o s s  of  t h e  
p r i n c i p a l  because of  a  forced  l i -qujdat i -on of t h e  investments .  I would 
sugges t  avnmding  79-309 Investment funds,  followS.ng ( 5 )  : new " ( 6 )  t h e  Coal 
T r u s t  Fund e s t a b l i s h e d  under s e c t i o n  5 ,  Ar t i -c le  I X  o f  t h e  C o n s t i t u t i o n  of -- -- 
t h e  S t a t e  of  Montana.  he j?r inc ipa l  of t h e  t r u s t  fund  s h a l l  be perr ,anent  -- 
and inves t ed  t h e  pe rmis s ib l e  inves tments  enumerated i n  s e c t i o n  - ----- 
79-310. Should t h e  L e g i s l a t u r e  e v e r  accep t  i t <  r i g h t  t o  a p p r o p r i a t e  t h e  -- 
p r i n c i p a l  by vo t e  of t h r e e - f o u r t h s  o f  t h e  members of each house o f  t h e  - 
L e g i s l a t u r e  according t o  t h e  S t a t e  c o n s t i t u t i o n ,  t hey  may c r e a t e  a  loss --- -- - 
or gajn  i n  t h e  p r j n c i p a l  because of  liquidation." -------- 



I ] l ave  d i  scusseci the y r o b l c  ~n bii-th I?oger T l r ~ p y ,  therefore,  I am sendj .nq 
);in1 a vopy of t h j  s l e t t e r .  

l- Investment O f f i c e r  

cc; Roger T i p p y  . 
Jack Crosser 




