HOUSE TAXATION COMMITTEE MEETING MINUTES
March 12, 1981

A meeting of the House Taxation Committee was held on Thursday,
March 12, 1981 at 8:00 a.m. in Room 102 of the State Capitol.

All members were present except Reps. Harp and Vinger, who were
excused. HOUSE BILL 791 and SENATE BILLS 207 and 208 were heard.

SENATE BILL 207, sponsored by Sen. Tom Towe, was the first bill to
be heard. Both this bill and SB 208 were originated in the Coal
Tax Oversight Committee, a Subcommittee of the Revenue Oversight
Committee. He explained that the Coal Board was the authority that
made grants to impacted communities to help make up some of the
costs incurred because of coal development. The Coal Board has

been in existence for six years and has been doing a very good job.
The Oversight Committee has recommended a series of bills to help
the Board become better able to take care of problems. This bill,
the "formula" bill, addresses what happens in the event of a major
coal development, for example a synfuel plant, which would have a
great impact. The 8 3/4% now allocated to the Coal Board is ade-
quate, but the impact from a snyfuel plant would cost hundreds of
millions of collars, and the money wouldn't be available. This bill
would provide a formula which requires the State to plan for such

a possibility and prepare for appropriation measures. It taps the
income from the Constitutional Trust. Although the Senate Taxation
Committee agreed tokeep the bill as theinterim Committee recommended
it, with the principle; it was changed to the income from the Trust
on the floor of the Senate. He felt it was appropriate either way,
because either way coal money is taking care of coal impacts. He
stressed that there was no need to worry about appropriating the
money until the impact happened.

He reviewed the mechanism in the bill by which it would be put into
motion. An outside figure is derived to find the impact costs. The
figure is compared with what the 8 3/4% will bring in and if the
figure is higher, then the Constitutional Trust, hopefully, will
provide the difference. 1In the budgeting process, the Legislature
shall determine the amount in advance and put it in an appropriation
bill. He stressed that the bill didn't appropriate any money; it
just set up a mechanism. He distributed a sheet showing how the
bill worked; see Exhibit "A." (1) This bill helps if there is a
significant increase in coal development, a question that hasn't
previously been addressed. (2) It ties the Constitutional Trust
Fund impacts; that is helpful in the defense of the coal tax suit.
This is probably the most important bill that will help the coal tax
this year. (3) Some guidance will be given to the Coal Board as to
the amount of money needed in impact areas. He asked that the
Committee concur in the bill.

Ed McCaffree, Montana Association of 0il, Coal and Gas Counties,
then rose in support of the bill. He stressed that there was going
to be impact in Eastern Montana.

Margaret MacDonald, Northern Plains Resource Council, reemphasized
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Sen. Towe's remarks that the defense of the severance tax will be
strengthened by this bill. She pointed out that the State hadn't
experienced the impact a synfuel plant would have, and when this
did happen, it would be great.

James Mockler, Montana Coal Council Executive Director, then rose

in OPPOSITION to the bill. He submitted that if the formula in the
bill was used, there would be much criticism. For example, major
impact in Great Falls won't be near what it would be in a smaller
area. Therefore, a formula is being set up that doesn't provide a
quantifiable figure. Impacts have to he figured on a case-to-case
basis. There are no applications for a synfuel plant at present,
although there is one possibility; no funds have been committed.

He stressed that future Legislatures couldn't be committed to fund-
ing. If one wanted to take the interest from the Coal Tax Trust Fund
and allocate it to the Toal Board, he is in support of this. He
stressed that if the Legislature wanted to do something about impact,
then they should do it, but this bill doesn't.

Questions were then asked. Rep. Bertelsen asked Sen. Towe about the
formula figures. Sen. Towe said that the "3" measures the number of
people that would come in for each employee that came in, including
the employee. People who would be employed locally and the people
who wouldn't be living in the community are subtracted. He said that
3.09 might not be the right figure and that is why it was not speci-
fied in the bill. He pointed out that in a place like Great Falls,

a different multiplier would be used.

Rep. Williams wanted to know about local effort, and why it was ig-
nored in the bill. Sen. Towe said that this bill doesn't address

the discretion the Coal Board must still retain. The Board would still
have to look at the specific local picture to determine if the appli-
cation was justified. If an average is used, and there is already

a school in place, the average would he reduced. This bill sets up

a formula to determine how much money should be put into the Coal
Board Fund so that they can make these individual decisions. The
bill is a method for the Legislature to determine how much money the
Coal Board needs. He stressed that the Coal Board must retain its
discretionary powers.

Rep. Sivertsen submitted that the bill was trying to help the Coal
Board because in the past they have not had a formula upon which to
base their grants. Mr. Mockler said that the funding portion of the
bill didn't do anything. He didn't think a set formula could be work-

able.

Rep. Sivertsen cited the case of Great Falls: using the formula, if
there was a positive impact in the Community, just not as much money
would be coming from the formula. Mr. Mockler said the bill should
specify that the formula is used on a case-to-case basis, He said
he would have no objection to that part of the bill if it could be
amended in this way. Conceivably, if a school is built, taxes could
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be dropped and the overall levy amount dropped. Therefore, it is
impossible to apply a formula, He felt that HB 121 and SB 208 pro-
vided better ways to do this. He submitted that this bill provided
a blanket formula.

Rep. Sivertsen responded that unless a formula was developed or
suggested, the State might continue to be accused of not treating an
area properly. He wanted to know if Mr. Mockler didn't feel the Coal
Board was in a bad position by not having a formula in writing. Mr.
Mockler said the formula needed to be a good one,and said he didn't
feel the Legislature could address this area bhecause of the difference
in impact from area to area. He submitted that the Coal Board was
designed to take the heat from its decisions.

Sen. Towe then closed. He didn't believe that Mr. Mockler really
understood the bill. The number that the Coal Board is using in
making the grants is not quantified at all. The multiplier will vary
from biennium to biennium according to where the new development is
going to take place. An upper limit of the amount that should be

made available to the Coal Board is being quantified in the formula.
The formula helps the Legislature determine how much money should be
made available. The bill sets in operation the procedures to handle
any new major development. The State will know what kind of multiplier
it is dealing with and will be able to make estimates for the next
biennium. Most important of all this bill will help the Coal Tax and
its defense. (1) It allows the defenders of the tax to point out that
provisions are being made for large impacts out of the Coal monies.

(2) It allows them to say that the Trust Fund is being used for impact
needs. He felt the State should be able to levy the tax, and not have
to justify it, but others want more justification. He said that the
Congress feels that the Trust Fund isn't being used, and therefore the
money isn't needed. He submitted that impacts had to be met with coal
money and this bill will see to that. The Congressional Budget Office
booklet is being used to arrive at the figures and this would tie the
State into it to determine their impacts. He suhmitted that all that
was needed was to run some figures through the formula. The hearing

on SENATE BILL 207 was then closed. '

SENATE BILL 208, also sponsored by Sen. Towe, was then heard. This
bill is a simple bill, and also came out of the Coal Tax Oversight
Committee. This bill broadens the authority of the Coal Board by
allowing them to make loans [to local communities] as well as grants.
Also, organized districts with their own board of directors would be
eligible. The reason for the bill is to provide flexibility. Ex-
tremes in taxable valuation influence whether or not grants are
given but in an area with a low mill levy, a loan rather than grant
would be advisable, because they would be able to repay the money in
time. This bill allows the Coal Board to do their job better. He
went through the mechanics of the bill.

James Mockler, Executive Director of the Montana Coal Council, then
rose in support of the bill. He asked that the Senate amendments on
P. 2, lines 9 -12 be removed. He said that the income from the Trust
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wouldn't be jeopardized because there would be income from the loans.
Allowing loans from the Trust Fund will provide a true mechanism for
providing front-end money to the Communities.

gd McCaffree, Chairman of the 0il, Gas, and Coal Counties, rose in
support of the bill. It would eliminate some criticism that the Board
has received in the past and would make funds available in a better
fashion than what was being provided now under prepayment of taxes,
which reguires a tremendous amount of bookkeeping.

Margaret MacDonald, Northern Plains Resource Council, then spoke. She
recognized that grants were not always appropriate in dealing with
impact, and in some cases, loans would bhe more appropriate.

There were no OPPONENTS to the bill. Questions were then asked. Sen.
Towe said that the Board would determine the interest rates on the
loans. He felt that the Board should have the option of setting the
rate.

Rep. Williams wanted to know if Sen. Towe had any objections to de-
leting the Senate amendment. Sen. Towe felt that deletion would
accomplish what Mr. Mockler was saying. He didn't think anyone would
seriously try to make loans out of the trust fund; grants have never
been made from it.

Rep. Nordtvedt submitted that if there were no set interest rates
and if loans were allowed from the Trust Fund, then the income from
the Trust could be destroyed. Sen. Towe said he would insist on
adequate security and reasonable interest rates if this was done.

Rep. Asay wanted to know if the bill could authorize the Coal Board
to buy bonds. Sen. Towe said possibly this could be done. He would
hope the Board would use its authority sparingly because if the money
could be gotten elsewhere, it should be. He rose in support of the
Board and said he had no problem with giving the Board the authority.

Rep. Nordtvedt submitted that to have a tax-free agency and tax-free
bonds would be self-defeating.

Sen. Towe then closed. He added that on SB 207, the word "local"
should be inserted before the word "government"” on P. 2 line 9.
Rep. Nordtvedt pointed out that in the Revenue Oversight Committee,
this had been discussed. Sen. Towe said he would be happy to abide
by whatever the Committee decided to do.

Rep. Williams then had a gquestion regarding SENATE BILL 207. Sen.
Towe said a budget was being devised for the entire State, and that
was why the word "State" was used and not "local impact area." If
the system were perfect, a Coal Board wouldn't be needed; however,
it isn't, and the Board is needed to make the individual decisions.
the hearing on SENATE BILIL 208 was then closed.
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HOUSE BILL 791, sponsored by Rep. Francis Bardanouve, was then heard.
This bill creates a Community Economic Board rather than the present
Coal Board. The bill does for Montana what the Coal Board does for
impacted areas, and covers the same areas as the Coal Board does. He
presented some amendments to the bill which had been drafted by the
Department of Community Affairs; see Exhibit "B." At present, there
are impacts in several areas of the State. He would like the Committee
to look beyond a piecemeal approach to try and set up an economic
solution for each area, as it is impacted. He stressed that the State
not be provincial in its approach to the problem. He said he would
like this bill to be included in other new concepts being enacted.

The amendments will broaden the intent of the bill. Regarding the
fiscal impact, it could be limited as much as the Committee wanted

to. The input of the Committee was recommended, and he stressed

that a vehicle was needed that reached beyond the Coal Board.

Dave Wanzenried, Department of Community Affairs, reiterated that
the approach that was proposed in this bill proposes a more compre-
hensive approach than is being taken at present. A single Board
would be established to administer the program and provide a more
comprehensive response, at the State level, to impact. This bill rep-
resents the best understanding of the experience the Coal Board has
had. The amendments would provide for grants for other than capital
projects. This would give the new Board the flexibility the Coal
Board currently has. He feels the bill is consistent with the atti-
tude that more government isn't needed. The Board would replace the
prospect of having a Board for every area which will have an impact
in the State. Two-thirds of the revenues generated by bringing these
accounts together would restore the money to the area of origin.

James Mockler, Montana Coal Council, then rose in OPPOSITION to the
bill. He feels this bill wouldn't be a good argument in favor of

the severance tax and would not be helpful in defense of the lawsuit.
The bill allows two-thirds of the money to go back to the impacted
area but he felt this should be an individual question. This Board
would handle all impacts all over the State and that would be guite
a job. He cited the problems the Coal Board has had with its job,

35 times smaller.

Ed McCaffree, First Vice President of the Montana Association of
Counties, and a Rosebud County Commissioner, then rose in opposition
to the measure. The Coal Board has proved itself. If the new Board
was set up, administrative costs would grow by leaps and bounds. He
was not sure that the language on P. 2 of the bill was something the
State would want to get into. He was surprised that the Administra-
tion would propose something like this hill. He suggested that it
might be in retaliation to the mandate that they be subject to the
same requirements that local governments be subject to.

Don Allen, representing the petroleum industry, suggested that the
Committee look at all the things they are doing in conjunction with
each other rather than looking at one bill at a time.
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Questions were then asked. Rep. Sivertsen wanted to know if the
language on P. 4, line 24 meant that there could be a new Board
after each Gubernatorial election. Rep. Bardanouve said it was
potentially possible, but the same people could be reappointed, as
has been done in the past. He pointed out that the Governor didn't
control the Board. Also, it would be appointed in a broader manner
than the Coal Board.

Mr. Mockler commented that the language on the bottom of P. 10

and the top of P. 11 divided 37 1/2% and came up with 40% and sub-
mitted that the figures should be 17 1/2%. Rep. Bardanouve said he
was agreeable to correcting an error if there was one.

Rep. Bardanouve said that if the Committee wanted to put emphasis

on Coal, the Board could bhe called the Montana Coal and Community
Impact Board. This bill doesn't say that any diversions will be made
from Libby. It is not necessarily taking any money from coal areas.
The total package consists of several sources of revenue and maybe
there would be no impact on the Coal itself.

Rep. Harrington asked Rep. Bardanouve how this bill would interact
with his bill, which set up a Metal Mines Board. Rep. Bardanouve said
the point of his bill was that so many boards were being set up that
the picture of impact was being fragmented. If this bill was passed,
he said it would have a political impact on Rep. Harrington's bill

and if this bill was passed, Rep. Harrington's bill might be killed.

Rep. Bardanouve then closed. He said he understood the concerns of
the coal industry but he feels the impacted areas must be looked
beyond and Statewide impact must be looked at. It may be that if the
Legislature alleviated the impact in coal areas and there was no
pressing emergency, some of the money might flow to other areas of

the State. However, if the Coal Board remains operating, this wouldn't
be possible. Therefore, this is a mutual thing; if the coal impact is
helped today, then other impacts might be helped tomorrow. He said

he was confused by Mr. Allen's testimony. Many Counties are asking
for help; therefore he doesn't understand the statement that the bill
is only representing the coal counties. He said he was puzzled about
why Mr. Allen was puzzled.

The hearl on HB 791 was then closed.

The meétl was ad 9:30 a.m.

Rep. Ken Nordtvedt, Chairman

da
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Amend House Bill 791, Introduced Copy/as follows:
/

10.

11.

Amend page 1, line 6

Following: "UNITS"

Strike: "FOR CAPITAL PROJECTS"

Insert: “AND STATE AGENCIES TO ASSIST LOCAL GOVERNMENT UNITS™

Amend page 1, line 20
Following: ‘"strained"
Insert: "or exceeded"

Amend page 1, line 25
Following: "goyernment's"
Insert: "financial”

Amend page 1, line 25
Following: ‘"capability"
Strike: "to finance"

Amend page 2, line 1
Following ";" ;——”’/””—_,,,—
Strike: "and"

Amend page 2, line 2
Insert: new subsections
"(c) major resource development intensifies the need for
the adequate and timely provision of human services in rural areas;
(d) it is inequitable for existing residents and taxpayers to
bear the public costs of resonurce development; and"
Renumber: subsequent subsection

Amend page 2, line 8
Strike: ‘"essential"
Insert: '"needed"

Amend page 2, line 15
Strike: -subsection 2
Renumber: subsequent subsections

Amend page 2, line 22
Strike: "Energy"
Insert: "Resource"

Amend page 2, line 24

Following: "transportation”
Insert: "or transmission”
< 5

Amend page 2, line 24
Following: ‘“resources”

Strike: '"necessary to the production, storage, or transportation of energy”
Insert: "or their energy-related products”

I A

{
j



Amendments to House Bill 791
Page two

12.

13.

14.

15.

16.

17.

18.

19.

Amend page 6, line 1
Strike: "“grant"
Insert: '"award"

Amend page 6, line 2

Following: "fund"

Strike: 'essential capital projects” _

Insert: ‘“needed services and facilities and to state agencies to assist
local government units meet the impacts of resource developmen
No state agency may receive grants which exceed 5% of the mopey
allocated to_the board for each fiscal year."

Amend page 6, line 5
Strike: ‘"“granting"
Insert: "“awarding"

Amend page 7, line 11
Following: '"bonds"
Insert: "or other appropriate means"

Amend page 8, line 9
Following: "possibie®”
Insert: "and appropriate"

Amend page 8, line 10

Following: ‘"sources"

Insert: "To the extent funds are needed to evaluate and plan for the
impact needs caused by resource development, consideration of
bond issues and millage levies may be waived."

Amend page 8, Tine 11
Strike: ‘"one-third"
Insert: "two-thirds"

Amend page 8, line 14
Strike: “energy"
Insert: 'resource"



House Bi1¥ 791, Introduced Copy is amended as follows:

1. Amend page 4, line 13
Strike: "community affairs”
Insert: "commerce"

2. Amend page 19, line 16
Insert: new subsection
"(4) If Senate No. Bill 432 (L.C. 1350) is not passed,

reference to "department of commerce" is changed to
"department of community affairs."”

-end-
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Respectfuily report as follows: That
third reading {blue) ke anended as follews:

i. Page 1, linz 13.
Following:; “of”

Serike:  “community affairs”
Insert: Tcomaerce”

2. Pzgoe 1, lire 23.
Following: “of”
Strike: “ecomnunity affairs”

Rep. FKen Hordtvelt. Chairman.
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