
MINUTES O F  THE MEETING 
TAXATION COMMITTEE 

MONTLVA STATE SENATE I 
March 2 1 ,  1979 

The f i f t y - f o u r t h  mee t ing  o f  t h e  committee w a s  c a l l e d  t o  o r d e r  
on t h e  above d a t e  i n  Room 415 of t h e  S t a t e  C a p i t o l  B u i l d i n g  w i t h  
Chairman Turnage  p r e s i d i n g .  

I 
ROLL CALL: R o l l  c a l l  found a l l  t h e  committee p r e s e n t .  I 
John  Lopach was p r e s e n t  t o  speak on House B i l l  845 ,  a b i l l  t h a t  

had been t r a n s f e r r e d  t o  t h e  T a x a t i o n  Committee. H e  gave  some back- 
ground on t h e  b i l l  and s a i d  d e r e g u l z t i o n  o f  t h e  a i r l i n e s  by t h e  f e d -  

1 
e r a 1  government  would b e  a  blow t o  Montana 's  a i r  t r a v e l .  Only i f  
f e e d e r  a i r l i n e s  c o u l d  r e c e i v e  t h e  a s s i s t a n c e  p r o v i d e d  f o r  i n  t h i s  
b i l l  would t h e y  be  a b l e  t o  remain o p e r a t i n g  i n  t h e  s t a t e  and t r a n s -  
p o r t  Montana 's  f l i g h t  p a s s e n g e r s  t o  t h e  main t e r m i n a l s  t o  meet  t h e  

I 
major  a i - r l i n e s .  H i s  t e s t i m o n y  i n c l u d e d  f i g u r e s :  B i g  Sky A i r l i n e s  
o f  Montana, a s  h i s  example ,  needed a b o u t  $ 3  m i l l i o n  t o  buy a b o u t  6 I 

S e n a t o r  Norman asked  i f  t h e r e  was a p r e c e d e n c e  f o r  an  agency o f  t h e  
s t a t e  t o  i s s u e  bonds ,  a s  i s  r e q u e s t e d .  The q u e s t i o n  was a l s o  r a i s e d  
why B i g  Sky d i d n '  t go t o  a  nea rby  town, t o  t h e i r  cent ra l  l o c a t i o n ,  and 
have  t h a t  town o b t a i n  an  i n d u s t r i a l  r evenue  bond. The Chairman a l s o  
p o i n t e d  o u t  t h i s  was a  new c o n c e p t  i n  bonding p r o c e d u r e s  whereby t h e  
lessee o f  t h e  p r o j e c t  i s  t h e  one who i s  b e n e f i t e d  and t h e  c i t y  o r  
o t h e r  e n t i t y  o b t a i n i n g  t h e  bonds i s  t h e  l e s s o r .  The p o i n t  was made 
t h a t  r a i l r o a d s  worked on somewhat t h e  same f i n a n c i n g  method w i t h  t h e  

I 
r a i i r o a d  s u b s i d i e s  b e i n g  g i v e n  them. The d i s c u s s i o n  c o n t i n u e d ,  how- 
e v e r  no d e c i s i o n  w a s  r e a c h e d .  The Chairman s a i d  he hoped t h e  commit- 
t e e  would s t a y  w i t h i n  t h e  t r a d i t i o n a l  c o n c e p t  o f  bonding and asked  t o  

I 
have  R e s e a r c h e r  T e r r y  Cohea and M r .  Lopach g e t  t o g e t h e r  on some pos- 
s i b l e  amendments t o  be i n t r o d u c e d  t o  t h e  comrnittee.  I 

S e n a t o r  Mathers  t h e n  d i s t r i b u t e d  c o p i e s  of  SB300 w i t h  h i s  amend- 
ments .  H e  p o i n t e d  o u t  t h e  new p e r c e n t a g e s  and e x p l a i n e d  h i s  r e a s o n s  1 
f o r  t h e  changes .  H e  s a i d  h e  a g r e e d  t h e  c o a l  impac t  a r e a s  s h o u l d  b e  
g i v e n  a d d i t i o n a l  f u n d s ,  p a r t i c u l a r l y  i f  C o l s t r i p  3 and  4 come i n .  
S e n a t o r  Towe s a i d  some p r o j e c t s  g e t  pushed a s i d e  when f u n d i n g  t i m e  
comes and t h e  A r t s  p r o j e c t ,  which he ment ioned s p e c i f i c a l l y ,  migh t  
n o t  f a r e  w e l l  w e r e  t h e y  t o  a s k  f o r  a p p r o p r i a t i o n s .  He a l s o  s a i d  he  

I 
f e l t  c o a l  a r e a  hiyhways s h o u l d  c o n t i n u e  t o  g e t  r e v e n u e s .  S e n a t o r  
Mathers  s a i d  t h z  $ 1 6  m i l l i o n  i n  t h a t  fund  h a s  n o t  been touched .  H e  
s a i d  S e n a t o r  Manning had been t o  Washington D.C. t o  t r y  t o  g e t  some 

1 
matching f u n d s  and w h i l e  he was t h e r e  Kentucky a l s o  a p p e a r e d  b e f o r e  
t h e  commit tee  and t h e y  r e c e i v e d  t h e  n-oneys i n s t e a d ,  as t h e  f e d e r a l  
government  f e l t  t h a t  s t a t e  needed t h e  f u n d s  more s i n c e  t h e y  had a n  
impact  o f  l o n g e r  d u r a t i o n  t h a n  Montana 's .  d 

S e n a t o r  Manning t h e n  s a i d  o f t e n  t h e  c o u r t s  r u l e  t h e  c o a l  b e l o n g s  
t c  everyone  and  he  f e l t  Plontana s h o u l d  be c z r e f u l  i n  a l l o c a t i n g  C o a l  

I 
Tax Trust Fund moneys a s  t h e  zhanges c o u l d  b r i n g  a d v e r s e  d e c i s i o n .  (Ee I 



r e f e r r e d  t o  t h e  s u i t  f i l e d  by com2anies paying t h e  3 C %  c o a l  s e v e r -  
encc  t a x  which h a s  been a p p e a l e d  by them.)  

S e n a t o r  Mathers  c o u n t e r e d  by s a y i n g  h e  f e l t  t h i s  a l l c c s t i ~ n  forn-  
u l a  would s t r e n g t h e n  t h e  s t a t e ' s  p o s i t i o n  i n  t h e  l a w s u i t  and s a i d  h e  
f e l t  t h e  d a n g e r  l a y  i n  p u t t i n g  5 0 %  a s i d e  f o r  f u t u r e  g e n c r a t i o n s ,  a s  
t h e  c o u r t  might  judge f rom t h i s  t h a t  t h e  s t a t e  d i d  n o t  r e a l l y  need t h e  
funds .  H e  s a i d  he d i d  n o t  f e e l  t h i s  was e n d a n g e r i n 2  t h e  l a w s u i t  and 
i n s t e a d ,  t h a t  t h i s  was a b e t t e r  way o f  h a n d l i n g  a p p o r t i o n i n g .  

S e n a t o r  Severson  s t a t e d  h i s  a p p r o v a l  o f  most o f  t h e  a l l o c a t i o n s  
of S e n a t o r  Mathers ;  however,  h e  had q u e s t i o n s  a b o u t  i n c r e a s i n g  money 
i n t o  t h e  a l t e r n a t i v e  e n e r g y  program. There  f o l l o w e d  some d i s c u s s i o n  
on such  programs.  

I n t r o d u c t i o n  of  e x h i b i t s  i n c l u d e d  a  copy o f  t h e  b i l l ,  w i t h  Sena- 
t o r  Mathers '  p roposed  amendments. The amendments w e r e  f i n a l l y  accep-  
t e d  by t h e  commit tee :  

S e n a t o r  McCallum Moved t h e  Amendments t o  SB300 b e  Adopted. The 
mot ion  p a s s e d  by a  r o l l  c a l l  v o t e  9-3. 

S e n a t o r  McCallum t h e n  Moved SB300 A s  Amended Do P a s s .  T h i s  a l s o  
p a s s e d  on a  r o l l  c a l l  v o t e ,  8-4. 

S e n a t o r  Towe i n t r o d u c e d  a  memo i n t o  t h e  m i n u t e s  c o n c e r n i n g  a  
t e l p h o n e  c o n v e r s a t i o n  r e g a r d i n g  t h e  afore-ment ioned l a w s u i t .  See  i t ,  
Exh. #1, a t t a c h e d .  He t h e n  s t a t e d  h i s  concern  t h a t  t h e  s t a t e  would 
become dependen t  upon t h e  c o a l  t a x  i f  t o o  much o f  i t  was p l a c e d  i n  
t h e  G e n e r a l  Fund. H e  a l s o  e x p r e s s e d  t h e  f e a r  t h a t  t h e  s t a t e  c o u l d  
become ' s u b s e r v i e n t '  t o  t h e  c o a l  companies f rom b e i n g  t o o  dependen t  
upon t h e  r e v e n u e s .  H e  a l s o  s t a t e d  he  f e l t  t h a t  t h e  r o a d  moneys pa r -  
t i c u l a r l y ,  s h o u l d  n o t  be  c u t  f o r  t h e  impact  a r e a .  

S e n a t o r  Rosk ie  responded t o  t h e  above argument  by s a y i n g  h e  t o o  
f e l t  t h e  A r t s . n e e d e d  a p p r o p r i a t i o n s  b u t  t h a t  t h e  L e g i s l a t u r e  s h o u l d  
l o o k  a t  t h e  a p p l i c a t i o n  o f  t h a t  group.  H e  a l s o  responded t o  t h e  no- 
t i o n  o f  t h e  s t a t e  b e i n g  'hooked '  on c o a l  funds  and s a i d  t h e  s t a t e  had 
s u r v i v e d  b e i n g  'hooked '  on c o p p e r ,  o i l ,  u t i l i t i t y  t a x e s .  A l l  have  
paid large amounts o f  t a x  t o  t h e  state, a s  have  gas, timber i n d u s -  
t r i e s ,  and h e  s a i d ,  t h e  s t a t e  i s  'hooked'  on r e v e n u e s  from s u c h  en- 
t i t i e s .  He c o n t i n u e d  s a y i n g  h e  d i d  n o t  b e l i e v e  f u n d s  s h o u l d  b e  e a r -  
marked s p e c i f i c a l l y ,  due t o  t h e  l i m i t a t i o n s  t h e n  imposed. S e n a t o r  
Towe s a i d  you a r e  t a l k i n g  a b o u t  a t o t a l  o f  a b o u t  $ 2 3  m i l l i o n  g o i n g  
i n t o  t h e  G e n e r a l  Fund which ,  i f  doub led  i n  t h e  n e x t  10 y e a r s ,  would 
b e  a b o u t  l / l O t h  o f  t h e  b u d g e t ,  a  s u b s t a n t i a l  i n c r e a s e .  

The Chairman s a i d  i f  t h e  l a w s u i t  were l o s t  it would v e r y  p r o b a b l y  
b e  b e c a u s e  o f  t h e  s p e c i a l  earmarked funds .  S e n a t o r  Watt s t a t e d  h i s  
o p i n i o n  t h a t  h e  f e l t  t h e  s t a t e  s h o u l d  have  a  r i g h t  t o  b u i l d  up t h e  
t r u s t  fund ;  h e  d i s a g r e e d  w i t h  t h e  e l i m i n a t i o n  of t h e  e d u c a t i o n a l  
t r u s t  fund  and s a i d  h e  f e l t  funds  s h o u l d  be  r e t a i n e d  i n  t h e  highway 
a c c o u n t ,  and r e i n s e r t  a  s m a l l  a d d i t i o n a l  amount t o  it. H e  f u r t h e r  
stated h e  d i d  n o t  o b j e c t  t o  s e e i n g  some a d d i t i o n a l  go i n t o  t h e  Gen- 
e r a l  Fund. 

The amendments t o  H B 4 1 1  were t h e n  d i s c u s s e d  and a g r e e d  upon: 

S ~ n a t o r  Watt Moved t c  Adopt Arnendmznts t o  YB411. Motion 
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Sena to r  Watt t hen  Moved H I 3 4 1 1  A s  Amended B e  Concurred I n .  Motion 
c a r r i e d .  I 

The committee t hen  dec ided  t o  move SB312 o u t  of t h e  committee,  a 
b i l l  which had amendments a l r e a d y  cons idered :  I 

I Sena to r  Roskie Moved t h e  Amendments be Adopted on SB312. Motion 
c a r r i e d .  

S e n a t o r  Norman t h e n  Moved SB312 A s  Amended D o  Pass .  H i s  motion 
c a r r i e d  unanimously. 

Chairman Turnage reminded t h e  committee a t  t h i s  p o i n t  t h e y  would I 
have t o  make a  cho ice  between SB241 and SB142 because o f  t h e i r  s i m i -  
l a r i t y .  Sena to r  Towe then  exp la ined  h i s  b i l l ,  SB241, w i th  i t s  l i m i -  
t a t i o n  of 1 1 / 2 %  (p rope r ty  t a x )  of t r u e  market va lue .  Sena to r  Roskie 's l  
b i l l ,  SE142, was 5% of t h e  t a x a l e  va lue .  They exp la ined  t h e i r  pro- 
posed amendments and fo l lowing  t h e i r  p r e s e n t a t i o n s ,  t h e  b i l l s  were ac- 
t e d ,  upon. I 

I 
Sena to r  Towe Moved t o  Adopt Amendments t o  SB241; t h i s  motion was 

c a r r i e d .  1 

Sena to r  Towe then  Moved SB241, A s  Amended, D o  Pass .  H i s  motion 
f a i l e d  on a  r o l l  c a l l  v o t e  7-5. ( B i l l  i s  t a b l e d ,  w i thou t  mot ion.)  

Sena to r  Roskie t hen  Moved t o  Adopt Amendments t o  SB142. Motion 
c a r r i e d .  

Sena to r  Roskie Moved SB142, As Amended, Do P a s s .  H i s  motion c a r -  
r i e d  on a r o l l  c a l l  v o t e  8-4.  

The c o r n i t t e e  then  was shown a  F i s c a l  Note f o r  SE384, a b i l l  t o  I 

exempt expenses  i n c u r r e d  on wages earned  i n  Montana, (whi le  l i v i n g  i n  
a n o t h e r ) .  The f i s c a l  a n a l y s i s  showed an apparen t  major  impact  and 
Researcher  Te r ry  Cohea was i n s t r u c t e d  t o  ascertain i t s  accuracy,  

The committee t hen  d i scussed  o t h e r  b i l l s  sti1.l i n  committee and 
came up w i t h  motions t o  t a b l e  t h e  fo l lowing  b i l l s  : SB198, SB242 and 
SB176. 

Sena to r  Towe Moved t o  Table  t h e s e  t h r e e  b i l l s ,  SB176, 198 and 
2 4 2 .  Motion c a r r i e d .  Sena to r  Eager r e g i s t e r e d  a "No" vo te .  

Sena to r  Towe then  Moved SB163 be t a b l e d .  Motion unanimous. - 

Withcut  o b j e c t i o n  SB285, p rev ious ly  t a b l e d ,  t hen  r e c a l l e d ,  w i l l  
aga in  be cons ide red  Tabled f o r  ;he r eco rd .  

Following d i s p o s i t i o n  of t h2se  b i l l s ,  meet ing adjourned.  

2- d .-F?-, ---- 

JEAN A. TURNAGE - C H A I W i N  -:$ P / 
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TO: SENATOR THOPIAS TC?E 

FROM : .<9 fS./.C4 MIKE McGIUITH, A s s i s t a n t  At torney  General  . 
/ A / . .  

RE: Coal Tax Challenge 

DATE : 14  March, 1979  

On March 2 ,  1979,  I p a r t i c i p a t e d  i n  a  t e l ephone  conve r sa t ion  
w i t h  Senator  Mathers,  Senator  Bob Brown, Roger T ippy ,  and 
P ro fesso r  Walter  Helerst~~$n. __ _- _ -- of  t h e  Uhiversity of  ch icago  Law 
School, regarding the e f fec t  o f  r e a l l o c a t i n g  t h e  proceeds  
from t h e  Montana c o a l  severence t a x  on t h e  pending s u i t  
c h a l l e n g i n g  t h e  t a x .  This  me!nc >?as prepared a s  a summary of 
t h e  n o t e s  I took of  t h e  conve r sa t ion .  

The t h r u s t  of  t h e  conve r sa t ion  concerned whether o r  n o t  
i n c r e a s i n g  t h e  p o r t i o n  of  t h e  Severance Tax a l l o c a t e d  t o  t h e  
General  Fund by reduc ing  t h e  p o r t i o n s  o f  t h e  t a x  s p e c i f i -  
c a i l y  earmarked f o r  o t h e r  funds would have an negative 
impact  on t h e  s u i t .  P ro fe s so r  H e l l e r s t e i n  i n d i c a t e d  t h a t  he 
c o u l d n ' t  s a y  much wi th  conf idence ;  t h e r e  i s n ' t  much law t h a t  
c l a r i f i e s  t h e  q u e s t i o n .  He i n d i c a t e d  t5at t h e  b i l l  cou id  
have a  n e g a t i v e  impact  on t h e  s u i t  b u t  t h a t  he wasn't r e a l l y  
able t o  s a y  f o r  s u r e .  

He d id  s t a t e  t h a t ,  i n  h i s  op in ion ,  it would be be t t e r  t o  
leave t h e  t a x  as o r i g i n a l l y  conceived;  t h e  less tampering 
wi th  t h e  t a x  t h e  b e t t e r .  

The c o n v e r s a t i o n  l a s t e d  approximately 20  m i n u t e s .  There was 
some d i s c u s s i o n  about  t h e  p r e s e n t  status of t h e  l a w  s u i t .  
Some of the arguments t h a t  t h e  s t t i t e  may o r  may n o t  use i n  
t h e  f u t u r e ,  i n c l u d i n g  what  law niay o r  may n o t  apply should  
t he  s t a t e  l o o s e  i t s  motion t o  d i smi s s  t h e  c a s e  i n  t h e  
d i s t r i c t  c o u r t ,  were addressed .  Time  as a i s o  devoted t o  
t h e  v a r i o u s  a s p e c t s  o f  t h e  c o n s t i t u t i o n a l  t r u s t  and i t s  
i n t e n t  t o  cope wi th  f u t u r e  prcblens t h a t  ?!ontans could  
s u f f e r  as  a result of  c o a l  development. 

The conve r sa t ion  concluded wi th  a d i s c u s s i o n  of  t h e  l e n g t h  
sf t ime t h e  siiit could be pending i n  t h e  c o u r t  system. 
P r o f e s s o r  H e l l e r s t e i n  r e i t e r a t e d  t h a t  he was unable t o  s a y  
whether r educ ing  t h e  amount of  earmarked reTJenue would 
a f f e c t  t h e  law s u i t .  While earnbarking can c u t  bo th  ways, lt 
does prov ide  an argurnent t h a t  would n o t  be a v a i l a b l e  s h o u l d  
a i i  t h e  revenue be p l aced  i n  t h e  General Fund.  
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I~G;;u 5 tl ...... having had under consideration .................................................................................................................. Bi l l  No. ..$.$.A t. 

I iQx~e  Respectfully reporr zs follows: That ......................................................................................................... Dill No ..... f;.!.?.! .... 
+?:irC L- r e a d i n g  %ill, be ar;iczided as fo l l c :?~ :  

1. T i t l c ,  l i n e  5. 
F o l l c t w i r i j  : 'ALTT2iORI Zi?TIC.:u' 
Izscrt: ''ZL'l:iQ YJ ~ X ~ : ~ ~ ~  TILAY n:r CL;CTic:: :xsF EE fT;LD E';Fa7-y S?,lza;.z 

r ?--f 7.- P r ! AL3I'?ICj.i?.L ?!ILLS Z5i.Y 1:; J.,L A L L  

r?- 2. ,itlc, line 5. 
Fcllo~.:inlr~: ' ' ? 2 . ~ ; ~ ~ ~ I ~ ~ G ~ '  
.?A- - - : " STCTIOS" 
I n s e r t :  " SZCTIOilS' 

3. Title, line E. 
Tfh? 7 ' 7 - - .J~-.O ;2--79 : {-3'$-213/1" .. 7 --.? - 1  1.- I r l ~ e r t :  LLUI-. 7 - 3 ' ! - ~ A 3 3 "  



. ,. 7-34-2125.  ~ i c r t i o n  rc-irr.5 ';; z!:--*-,-- ,..,a . .~":r'ci:?i i?...<. ;,'kc .".L r.j.11 
I c v y ,  (1) Before the  esch a d d i t i o n a l  le-qr ;J,CCI-J~SGG La,.r ic -.- -- 
7-34-21312 nay be B Z ~ C ,  the ch;25t19z ;1'-:s'HZ !;r, suLziktc i l  t~ s m t a  - 
of ":-- L..U pkm2-jTe at 2me-ccz.rmts-f-3~-~~-3r:.L~~3: a crb-ar i  clr:.-etio2 E e l 2  - -*2-2".--* - -- 
in an c-~co-nc'izEj~jc(3year f 2 t". ffol lo2.i3.::f; ?,'om.: -- --- --- 

fjg311 there be 2n cddi.elo:;zl l t i r y  ~2 ( s p f i t i i y  I:::L'L"--\ ~ i f  ZS 
-A d 

z j . ~ , ~  t--',~ ",a2<*Po j,;rc?qrty aE bt \ - .  -.-- ( 2  -- - - .-, in- ,,,,, ;if;aJ. .irf-Lzf . + ce) 
C r *  C r t  
I ., _ 9 ~ z - p . . ; ~ , - ' _ y  .in r2l.s- t-:.r-? r7:-2 cf ( z ; f ~ i F 7 r  ::'?? . ~ , - s n ~ ~ : ~ ~ - - - ~ ~ t c  - " 1  .--, 11 - 

.z---.-~-~, ,-; bhS rsi;scc >y t i 3 ~  aC.:ici r::->~ 1 k4z:: ICY-?) f ; ~  y l ~ _ .  ~;.J~;:c;.L, cjz 
S f .  . ( s y > c l f y  paqase f a x  w.?ictr t,:lcr 2.x E ~ I C J ' J :  XC';~' is ;:zc'r.)T 

/ Fa2 ;?9r, Lcy-7 to =.r,i:--: t::: sz-: ef (st,;;;.. 222 

2 :ir;zicc of tire c lcct ion,  clczrl;. s t.?tl~~,- St--. ;", al:d t : ;~  
..? --. - --.;C 0: EIE radditior;a% H ~ i p ~ * ,  ~li.i~t 5:: b; f_~cn  :,rj' ";:::a. - '  ,~l.jc~.j-ofi 
'-_:*it, c:;t: con.,ic.cted end the re",cy:;s ~:2.3s ir: ~1.1 rc:;i;c*;.ks i v i  3-'- LA .i= - 
-.. -. *- - - .  , 7 -  >reacxii;cd 2y le;j ;;it3. r c . 7  ;;=~,3 t.3 ",he ;~ub:zers ;::\-: 21' 
li- , A ~ , . ~ t i ~ ~ 3  ,... - hlo t i f @  ~ ~ c C I C Q T ~  X R ~ L S  t);t:i,: ~ ~ Z E Z J ~  e l c - c t i r ~  f c;-.f?, ' 

I 
7-1- ,- C E  ", s*dse;ucnt sec t i c n  



NAME 

SEN. GOODOVEil ( V i  ce C h a i ~ n ~ t n )  -- -- -- -- --- 

SEN. EP.OKV --- 

SEN. HACZII --- - -- 

SEN. I-VYXLEL' 

SEN. F?t"lP.'tiING - ---- 
SZN . Fic.c,'QE, I,II>! - -- - 

SCiu'. NC)'!<:.l.."*.N 

-- 

------- 

SI'N. ROSf; Ti: 

SEN. 5E:VERSC)f.i - - -  
SEN. TOWE 

SEN. WATT 

C H A I  RalTi;: 'I'iJ RN.-'iGE - 

-- - - -- 

- -- -- 

-- 

E a c h  Gay A t t a c h  to M i n u t e s .  




