MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE SENATE

March 31, 1977
The fifty-ninth meeting of the committee was held on the
above date in Room 415 of the Capitol Building, called to order
by Chairman Mathers.

ROLL CALL: Roll call found all the members present.

The following witnesses were present:

Gregg L. McCurdy Mont. Assoc. of Counties
Ted J. Doney DNR & C
James Madison Dept. of Rev.
Bob Gannon Montana Power
Richard Munger DNR & C
"

Don McIntyre

CONSIDERATION OF HB151: Rep. Vincent said the bill was sub-
mitted at the request of the Depart. of Rev. and he introduced Mr.
Madison to explain the bill in detail. Rep. Vincent said the bill
gives the committee the opportunity to raise some revenue, and
merely changes the method of computing energy producers' license
tax. He said under the present law 1.688% of the gross value of
electrical energy produced in the state is taxed. Under this bill
all electrical energy produced in Montana will be taxed at the
rate of $.0002 per KWH at point of production. His statement is
contained in Exh. #1.

Mr. Madison made an illustration on the board to show the
increase in revenue that would be realized from this bill. His
chart indicated an additional $420,338.71 revenue, or 43% increase
for the state. He said out of state consumers would be required
to pay the same tax as our own consumers and the sole reason for
the increase is to tax electricity shipped out of state. Mr. Mc-
Intyre said his interest in the bill is one of clarifying the ma-
jor facility siting act. He introduced Exh. #2, which he said
would clarify the act. Mr. Gannon said his main concern with the
bill was to have the tax applied to the net production rather than
gross production. Mr. Dore was also in support of the amendment
that was added in the House, allowing credit for consumption. He
said also that this would be a very easy tax to administer. Mr.
Madison said there had been a court case with the Washington Water
Power and the decision stated the State of Montana cannot look to
the final point of sale to determine the tax base. That would be
undue interference with interstate commerce.

There were no opponents to the bill and the committee then
gquestioned the witnesses. In response to a question from Sen.
Goodover, Mr. Madison said Idaho has a similar law and does not
apply to steam-generating power. Sen. Towe asked about the net
proceeds tax, rather than the gepss proceeds. Mr. Gannon said
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sald plant-use does not generate any revenue and is used for

other than financial gain. Mr. Dore said the difference between
net and gross in this instance would be the internal use. Sen.
Turnage then asked about taxing the gross and giving a credit for
the energy used for production. He said he thought a better de-
finition should be amended into the law. He therefore proposed

an amendment to insert "except for generating plant use"” on page 2,
line 3, also reinserting "gross" amount and deleting "net" also,
line 3.

Sen. Turnage Moved Adoption of Amend #1 to HB151; his mo-
tion carried unanimously. Sen. Towe then Moved Adoption of Amend
#2, to strike lines 16 through 19, page 5; motion unanimous. Sen.
Turnage then Moved to Add a Repealer to the title and in the body
of the bill, repealing 70-805. Motion carried unanimously. Sen.
'urnage then Moved to strike section 7 of the bill.

Sen. Turnage then Made a Motion that the committee delegate
Mr. Tippy to write a letter to the Finance and Claims Committee
informing them that the funds that now go into the general fund
from the otherwise earmarked revenue funds must be appropriated
to the department of natural resources and conservation. He is
to specify the figures used in the Fiscal Note of the bill.

The committee voted unanimously on Sen. Turnage's motion as
the amend #4 on attached committee report deletes that portion of
the bill which states the funds go into 'the earmarked revenue fund.
The committee then moved the bill.

DISPOSITION: Sen. Turnage Moved HB151 As Amended Be Concurred
In. The motion was carried unanimously.

CONSIDERATION OF HB156: Mr. Doney said the bill revises the
renewable resource development loan criteria in order to allow pri-
vate borrowers to be either owners or operators. The bill also
provides new lien and repayment criteria for public-sector loans.
He went through the bill explaining the amendments that had been
made to the present law. Mr. Munger also contributed to the testi-
mony. The committee asked questions of the witnesses.

Following the discussion the committee went over the proposed
amendments and the amendments were then moved.

Sen. Towe Moved to Adopt Amends #1 and #2, page 6. His motion
was carried unanimously.

Following adoption of these amendments the hearing on HB156
was closed.

The Chairman then permitted two representatives of the Anaconda
Co. to present additional testimony in regard to HB198, heard by the
committee on March 26th. Mr. Sternhagen presented Exh. #4, and ex-
plained some of the charts therein. He said Silver Bow County offi-
cials are satisfied with the same tax they had received over the
previous 15 years, but their aim through this legislation would be
to receive the tax on a yearly basis, rather than when the company
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pays the net proceeds tax. In this way the county and school dis-
tricts can better budget for the coming year. He admitted the
legislation would be advantageous to both the county and to the
company, however, he said some years the company pays no net pro-
ceeds tax and these are the years the county and school districts
have their difficulties. Mr. Crippin also appeared representing
the firm.

The committee gquestioned at some length in regard to the fi-
gures presented in Exh. #4. They also asked if the bill was in
proper form and Mr. Tippy said it must be amended to conform with
HB70. The committee reiterated their position they would like se-
veral of the terms used in the bill better defined by Mr. Tippy.
This closed the hearing on HB198.

CONSIDERATION OF HB737: Rep. Huennekins presented his bill
and said this problem has been an increasing one in recent years,
as he said there are many retired people who find it more diffi-
cult to pay taxes on their mobile homes or trailers used partly
for their living quarters. He felt these people needed some help
from the state. The Chairman reminded Rep. Huennekins that if
SB193 is passed it would do away with the need for this bill. The
committee then decided to hold the bill until action had been ta-
ken on SB193. The hearing on HB737 was then closed.

A number of amendments had been proposed for SJR44 and Sen.
Towe went through them again, further explaining them. Sen. Towe
then Moved to Adopt Amends #1, 2 and 3. Motion was carried. Note
for record absence here of Sen. Turnage. Sen. Goodover reserved
his vote. Sen. Goodover then Moved to add "or business” to title
and to be also included in the body of the bill. Motion carried.

DISPOSITION: Sen. Towe then Moved SJR 44 As Amended, Do Pass.
A roll call vote was taken which resulted in an 8-1 vote.

The meeting was then adjourned.

; ) :
A,) Ry (X

WILLIAM MATHERS CHATIRMAN
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SENATE TAXATION COMMITTEE
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SEN. WATT

SEN. BROWN

SEN. GOODOVER

SEN. HEALY

SEN. MANNING

SEN. NORMAN
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SEN. TOWE

SEN. TURNAGE
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SENATE COMMITTEE _ TAXATION

pate T J; jg Bill No. ___4_/‘_/ Time_

NAME ' YES NO
SEN. WATT ><
SEN. BROWN P'e
SEN. GOODOVER X
SEN. HEALY X{
SEN. MANNING X
SEN. NORMAN )(
SEN. ROSKIE NV
SEN. TOWE X
SEN. TURNAGE dzx%QLanZf
CHAIRMAN MATHERS X

5 /

Nita Fijeseth William L. Mathers

Secretary
///7 szg;zw{;7¢

?f/:“ é?/ 3;, %Z’ éﬁ/éﬁzehf/

(include enough information on mtim"'Put with yellow copy of
camittee report.)
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iy 45 ;f HOUSE BILL NO. 151 / Nate
ELECTRICAL ENERGY -

House Rill No. 151 is to change the method of taxing electrical energy
produced in Montana. Under the present law, Section 84-1601, R.C.M., 1947,
the electrical energy is taxed at 1.688% on the gross value of the electrical
energyv produced in Montana.

An audit program was begun in October, 1975 on the electrical companies.
The companies were assessed on total KWH produced in Montana, using an
average price per KWH to determine total gross value of energy produced in
Montana. |

This was 1litigated In Lewis & Clark District Court and determined that
the method of determining gross value was interference with interstate
commerce and onlv Montana sales on Montana electrical production could te
taxed.

Under the proposed bill all electrical energy produced in Montana will
be taxed at the rate of $.0002 (2/100 of a cent) per KWH at the point of
production. The tax would increase the revenue to the State of Montana
but would reduce the Montana residents share of the tax. See attached
schedules.

A call was made to all the major electrical energy producers in
Montana and in all cases the tax would be less on a 1000 KWH of residential
useage at the proposed tax rate versus the rate now in existence.

The attempt of the new bill is to obtain the same amount of revenue

as the Department of Revenue interpreted under the present law.



Al DMLRG TO ., B. 150

DEPARIMENT 0F NATURAL RESOURCER: AND CON NG ISRVATLOL

amend the title on page 1, line 10, of the House Third
kesding copy by deleting the phrase "AND-84-1605" and in-
serting in lieu theveof ¥,84-1605 and 70-805"

and further amend on page 6, after line 1, by inscrting
the following: :

"Section 9. Section 70-805, R.C.M. 1947, is amended to
read ags follows:

"70-805. Surcharge on electric energy produCﬁ"‘s
*axw-"ﬂminlﬁt_at’vo expenses- ~tax on gasification, ligu
uranivm enrichment facilities. (1) ”“C’j"mp’eﬁ PP*"“&:
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~hy ap L@
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i
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*Ly-fhc~unﬁuﬁ%*wi -Leod
~the~aleetrical-energy

wie

(2) The legislature shall appropriate sufficient funds
to finance the ucpnrtmun('s activities in carrying out its
duties under this chaptex. The Jo'*:'.r,]_a’ture shall provid
a tax on gasification, ]Jun faction, coal conversion, und
urarium enrichment facilities sufficient to produce an amount
of revenue equal to that derived from . lectrical enexgy
producers under this section.™™ ‘

e
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SENATE
March 31, 1977

SENATE COMMITTEE ON TAXATION AMENDMENTS TO HOUSE BILL 198

That House Bill 198, Third Reading, be amended as follows:

1. Amend page 18, section 7, line Z23.
Following: '"period."
Strike: "If the extracted ores are milled, smelted,
or reduced within the state of Montana, the metals
are considered salable after this processing."
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r ) STANDING COMMITTEE REPORT
L e March 31, 77
I MR, SRESIDENE
I We, your COMMITIEE ON .....ceeecereveaneraivennnans TAXATIQPI ....................................................................................................
I having had under consideration .......ccceevenervnncns SEHATKJOMRE,SQLU‘!ION .......................... Bill No. 44 ...........
Respectfully report as folfows: That.......c.cceeuuun. SENATEJOINTRESOI‘UTIOH ......................... Bill No. 44' .........
introduced bill, be amended as fOIIQV!z
1. hwend the title, line 8. .

Yollowing: “PEASIBILITY OF"

Strike: "AN AGRICULTURAL LAND BANK"

Insert: "using such funds, through loans or otherwise, to help
neople yet a start in agriculture or business®

2. Awend page 1, lines 18 through 24. ‘
"ollowing: line 17 :

l Strike: "WHEREAS, the province of Saskatchewan deals with this problam with
a wroyram whereby the province purchases agricultural land and leases it for
lifetime periods with an option to buy in optimally sized units for a fawmily

I operation to qualified citizens desiring to engage in farming or ranching but
unable to raise the initial capital required; and*

3. huwend page 2, line 17. . -
Pollowing: line 16 :
Strike: “"establishing an agricultural land bank in Montana, on the
saskatchewan model or”
pxRx9ex Insert: “"making funds available, through bank loans or otherwise
or through® :

CONTIWUED

STATE PUB. CO. Chairman.
l Helena, Mont.



ragae 2
SENATE JOINT RESOLUTION

4. Awend page 2, line 19,
Following: "agriculture”
strike: ¥, and"

5. hmend page 2, line 20.
following: “governments®

March 131, 1977
TAXATION COMMITYLL

Insert: “and that will enable other young people to gst a start in

wusiness”

AdD A8 SO AMLNDED,

U _PALS

WILLIAM HATHERS = CHAIRMAY



L ............................... March 31 o T

STANDING COMMITTEE REPORT

MR PRESIDLIT

T

Respectfully report as follows: That......ccveieii s LT
third reauing bill, be amended as follows:

1. Amend the title, line 11l.
Following:s “ @E"EALING"
strike: "SECTION

Insert: "sections”
Following: "84-1606"

Insert: "and 70-805"

2. Amcnd page 2, section 1, line 4.

rollowing: "showing the®

Strike: "WET"

Insert: '"gross”

¥ollowiay: "amount"

Insert: "except for actual and necassary plant use ;aquirad to produce

the energy”

3. Anmend page 2, section 1, lines 16 through 19,

vollowing: "thereafter.”

Strike: "PHii AMOUAT OF SLECTRICITY AND ELECTRICAL EMERGY GENERATLD,

DO - HMANUPACTURED, OR PRODUCED BHALL BE THE TOTAL ENERGY
PRODUCED EXCLUGLVE OF CENERATING PLANT USE."

....................................................................................................

STATE PUB. CO.
Helena, Mont.



Page 2

HOUSE 8ILL 151

March 31,

1977

TAXATION COMMITTEE

4. Awead payge 5, sacction 7, lines 15 through 24,

rollowing: line 14
strike: 3Section 7 in its entirety
Renuwaber: followiny section

5. Anmand page 5, section 8, line 23.
rollowing: "Repealer.”

strice: "Section”

Igasert: “&Sections®

rollowing: "84-1606"

Insert: “and 70-805"°

rollowlug:  “1947,"

Strikae. “'ig”

inaert: “are"

A A3 5O AMBENDEDL,

B COACURweD L

WILLIAM MATHERS

- -



April 1, 1977

Senator C. R. Thiessen
Chairman, Committee on Finance and Claims.
Montana Senate

Dear Senator Thiessen,

vhie Paxation Committee has voted to amend House Bill
1ol, tne electrical eucryy producers' tax bill, to strike
the provision allocating 15% of the revenues to an energy
elanining/siting carmarked account in the general fund.
1NLs neaans Ltoe amuropriatian to the bepartment of iatural
Resouurces «ad conservation from this earmarked revenue
account would be voided, tinat general fund receipts would
iacrease a conmensurate account, and that the appropriation
Lo tae Jdegartiaent for this program should therefore be drawn
£row tne guncral fand. The Taxation Comuittee has agreed
O Cuygacsi youdr committee to amend the appropriations bill
accordingly.

It has been the policy of the Taxation Committee this
sessicn to avoid allocating any new tax reveaues to carmarked
accounts whnerever feasible, in order to improve the budgeting
and appropriations process.

Sincerely,

William L. Mathers
Senate Taxation Committee

WLHM/s3jh
cc: Representative Francis Bardanouve

John LaFaver
Ted Doney
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