MINUTES OF THE MEETING OF THE APPROPRIATION SUB-COMMITTEE
ON LONG RANGE BUILDING
January 27, 1981

The meeting was called to order at 5:08 p.m. with REPRESENTATIVE
JACK MOORE, Chairman, presiding. The meeting was held in Room

104.

The roll was taken and all members were present. Also in
attendance was BOB ROBINSON, Legislative Fiscal Analyst.

The responsibility of this committee will be to appropriate funds
for building projects throughout the state of Montana for the
next two fiscal years.

CHAIRMAN MOORE asked the committee members if they would like
to adopt the following format for hearings. The hearings will
be grouped into projects as follows: Education, Institutions,
Fish, Wildlife, and Parks and all other in that order. The
committee members agreed unanimously with CHAIRMAN MOORE's
format on hearings. .

BOB ROBINSON was called upon to explain the sources of funding
for construction projects for committee members. (EXHIBIT 1)

LONG RANGE BUILDING SINKING FUND. A combination of earmarkings

from various revenue sources such as personal income tax, corporation
tax; 11% of their gross proceeds are run through this fund. There

is a 12¢ cigarette tax that Montana has enacted over the years;

of this 4.35¢ per pack goes through this fund, plus miscellaneous
other taxes which are basically taxes on other tobacco products.

The money comes through this fund and the function of the sinking
fund is to provide adequate revenues to pay the principal and
interest requirements on outstanding bonds.

Whatever money is left over after paying principal and interest
on outstanding bonds goes back into a general fund. There is
approximately 25 to 26 million dollars that will go back into
the general fund.

CAPITOL BUILDING FEDERAL AND PRIVATE REVENUE ACCOUNT. When

Montana became a state, the Federal government gave them a land
grant of 182,000 acres. Income from this land was earmarked

to construct the capitol building in Helena. The definition is
broad enough so that these funds can be used for the construction,
maintenance and remodeling of buildings within the capitol complex.

There has been a good deal of increase of revenues in this fund
over the last few years. 0il and gas leases have significantly
increased revenue’'since fiscal year 1978. They were running at
about $100,000 per year. Within the last few years they have
leased additional acres for oil and gas exploration and the
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revenues have increased to about $600,000 and estimates above
that are projected for the end of this fiscal year.

Timber sales in the past years have brought in $300,000 to
$400,000 per year. To date, Fiscal '8l they have only collected
$36,000, but given the sales that will be starting in March and
April, the best estimate is $118,000 from timber sales, most

of which are on the Thompson River.

CHAIRMAN MOORE stated he wanted all committee members to be clear
on the fact that these figures are "projected income sources"

for the next two fiscal years. At the end of fiscal '81, the
balance for this fund will be $1,660,957, and will increase to
$3,295,957 at the end of the biennium.

LONG RANGE BUILDING BOND CLEARANCE ACCOUNT. When bonds are sold
for construction purposes they are deposited in this account and
then dispersed for the various construction projects as phases
of the projects are completed. The money that is deposited in
the account can be invested and the interest accruing from that
investment goes back into the account and can be used for
construction purposes. In addition, 3.15¢ per pack of the 12¢
cigarette tax also goes into the account.

Currently there is an $804,922 deficit in this account. The
anticipated revenue for 1981, is $2,356,976 and therefore,
there should be a balance in June 1981 of $1,552,054.

There should be approximately $10,022,549 at the end of the
biennium for appropriation purposes from the various projects.

GENERAL FUND SURPLUS. The fiscal analyst estimates that $127,000,000
of general fund money could be available for various appropriations.
These funds can be used in lieu of the sinking fund or any other
fund. The legislative estimate of general fund revenue does

include $34,000,000 over the biennium from the Coal Tax Trust

Fund income and approximately $5,050,000 from the interest

generated from the resources indemnity trust fund. CHAIRMAN

MOORE questioned the $34,050,000 revenue from the coal tax. BOB
ROBINSON responded that over the biennium there will be a $70,000,000
to $90,000,000 balance in this fund. CHAIRMAN MOORE stated the
latest figure we have today in the Coal Tax Permanent Trust Fund

as of December, 1980, $57,111,053. As of June, 1980, the figures
were $39,003,000 therefore, the increased revenue into this fund

has been $17,000,000 to $18,000,000 in a six month period.

THE PRIORITY LISTING EXECUTIVE BUILDING PROGRAM PROPOSAL. (EXHIBIT 2)
In addition to the above sources, Federal and private and earmarked
revenues are available to support construction of certain prajects.
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There are now 64 items on the priority list at a total cost of
$49,345,991.

CHAIRMAN MOORE pointed out items 56 and 57, the construction of
two Job Service buildings in Polson and Hamilton will be paid
from employment security funds that come back into that account.
REPRESENTATIVE BARDANOUVE explained that these are paid for
with rental fees.

GENE HUNTINGTON, of the Governor's Office on Building Proposed
Planning, presented the Proposed Fiscal Year 1983 LONG RANGE
BUILDING PROJECTS. (EXHIBITS 3, 4 and 5). Mr. HUNTINGTON
stated the sinking fund is a pass through fund to the general
fund. He stated that there will only be $5,000,000 worth of
bonds sold to remodel the capitol. The project will take 3 to
4 years to complete and the $5,000,000 will generate additional
interest income.

THE CAPITOL CONSTRUCTION PROGRAM, GOVERNOR SCHWINDEN'S MODIFICATIONS.
(EXHIBIT 6). CHAIRMAN MOORE stated that the committee should

take these projections up at the time they come up in hearings.
CHAIRMAN MOORE stated The Children's Unit, on this exhibit, will

be in Warm Springs. CHAIRMAN MOORE has requested that a repre-
sentative from this Department appear before the Appropriation
Sub-Committee on Institutions on Friday, January 30, 1981 at

1:00 p.m.

The next meeting will be held on Tuesday, February 3, 1981 at
5:00 p.m. The subject for hearing on that dateée will be testimony
from the Department of Fish, Wildlife and Parks.

The meeting was adjourned at 6:05 p.m.

Thtie

JACKKMOORE r CHAIRMAN

dl



EXHIBIT 1
MAJOR SOURCES OF FUNDING FOR LONG RANGE BUILDING PROPOSALS

Long Range Building Sinking Fund

The long range building sinking fund is used to guarantee a source
of funds to pay interest and principle requirements on outstanding bond
issues.

Past legislatures have earmarked 11 percent of personal and corpora-
‘tion income taxes, 4.35¢ of the tax on each package of cigarettes and
taxes on other tobacco products to pass through the long range building
sinking fund before being deposited in the general fund. The amount
necessary to pay the principle and interest requirements on outstanding
bonds is segregated and the remainder is returned to the general fund.

The table below shows expected income into the sinking fund for
fiscal 1981 through fiscal 1983.

Projected Long Range Building Sinking Fund
(000 Dollars)

Fiscal Fiscal Fiscal
1981 1982 1983
Beginning Balance $ 3,768 $ 2,757 $ 2,759
Revenue
Personal Income Tax (11%) +15,304 +17,470 +18,620
Corporation License Tax (11%) +4,730 +4,631 +5,094
Cigarette Tax (4.35¢/pack) i +4,391 +4,435 +4,479
Other +600 +600 +600
Return Loan +2,000 -0- -0-
University Payments +964 +884 +879
Debt Service -3,768 -2,757 -2,759
Reserve Requirement -2,757 -2,759 _=2,760
Expected Transfer $25,232 $25,261 $26,912

Capitol Building Federal and Private Revenue Account

Income into this account is earmarked for acquisition, construction

and maintenance of the state capitol complex. Upon gaining statehood



the federal government granted to Montana 182,000 acres. The income
from this land is dedicated for the above stated purpose. Through land
trades related to the creation of Glacier Park the state aquired an addi-
tional 4,227 acres. All income generated by grazing and mineral leases,
mineral royalties and timber sales on this land is deposited into this dedi-
cated fund.

The projected account balances income for fiscal 1981 through fiscal
1983 are shown below. We project $3.3 million available in this account

over the 1982-83 biennium.

Projected Income to Capitol Building F.P.R.A.

Fiscal Fiscal Fiscal
1981 1982 1983
Beginning Balance $1,194,104 $1,669,957 $2,482,957
Revenue
Grazing & Agriculture Rentals 162,291 160,000 160,000
Oil & Gas lLeases 624,004 250,000 250,000
Timber Sales 118,000 350,000 350,000
Miscellaneous 19,931 53,000 53,000
Total Revenue $ 924,226 $ 813,000 $ 813,000
Outstanding Appropriation -448,373
Ending Balance $1,669,957 $2,482,957  $3,295,957

Long Range Building Bond Clearance Account

Proceeds of bond sales are deposited in this account for later payment
of construction expenses. Interest earned on bond proceeds investments
accumulates in this account along with 3.15¢ of the cigarette tax to generate
cash also available for construction use.

We anticipate more than $10 million being available over the 1982-83

biennium. |If other bonds are sold this amount would also increase.

-2~



The tables below show the status of the account 12/31/80 and projec-

tion through fiscal 1981 and the coming biennium.

Long Range Building Bond Clearance Account
Financial Condition 12/31/80

Assets $11,985,362
Appropriation Liabilities 12,790,284

Balance ($804,922)
Revenue for Remainder of FY 81 $2,356,976
Available Balance 6/30/81 $1,552,054

Available Revenue for 1982-83 Biennium

FY 1981 FY 1982 FY 1983
Cigarette Taxes $3,210,800 $3,242,900
interest Earnings 1,128,920 887,875
Balance Available for
Appropriation $1,552,054 $5,891,774 $10,022,549

General Fund Surplus:

Surplus general fund revenues can be used for state building con-

struction. The legislative fiscal analyst's office estimates that $127,654,000 U\‘s‘; cc—'
q%°!
will be available for appropriation for projects other than state agency ,bf\.

059 i }‘ b\\c(o

operations over the biennium.
P 5’],‘“»

The legislative estimate of general fund revenue includes $34,050,000
of interest from the Coal Tax Permanent Trust Fund and $5,449,000 of

interest generated by the Resource Indemnity Trust Fund.
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EXHIBIT 5

/

Long Range Building Program
Revenues

The Long Range Building Program is separated into two
sections; the first section of the program is funded with
current revenues that will be available over the next biennium,
the second section of the proposed building program is funded
through the sale of Long Range Building Bonds. The two primary

" current revenue sources are 3.5 cents per package tax on a pack
of cigarettes that is deposited in the Long Range Building
Account, and the funds deposited in the Capital Fund Grant
Account. The revenue estimates for these accounts is as

follows:
Long Rénge Building (Cash Portion)
Beginning Balance FY 81 14,815,016
FY 81 Revenue Estimate 4,145,000
18,960,016
Less Continuing Appropriations ’ (16,559,945)
2,400,071
Add Reversion 631,745
FY 82 Beginning Balance ' 3,031,816
FY 82 Revenue
Cigarette Tax 3,200,000
Interest 1,300,000 /
Fees 51,000
4,551,000
FY 83 Revenue :
Cigarette Tax 3,200,000
Interest 610,000
Fees 51,000
3,861,000
Total Revenue
' 11,443,816
Less A/E Operations (816,595)

Revenue Available for LRBP 10,627,221



EXHIBIT 6

ADD TO CASH

CAPITAL CONSTRUCTION PROGRAM
GOVERNOR SCHWINDEN'S MODIFICATIONS

'

|

‘Water Distribution System

Capitol Complex
Upgrade Prison Perimeter Security

Plan DNRC Building

ADD TO BONDS

/1.

/' 2‘.
MODIFY

1.

. 2.

Worker's Compensation Building

Children's Unit

Reduce Energy Retrofit by $ 340,000

Move Clinical Psychology from cash program
to bond program. ’

$

380,000
125,000

400,000

4,000,000

2,000,000



Funded From Source of Debt

Project LRBP Bonds Service

Capitol Remodel 5,000,000 Payments from the Capitol
Land Grant Account

Visual Comﬁunications, MSU 4,598,000 Increase Cigarette Tax
Polson Job Service 755,000 Federal Funds
Hamilton Job Service 755,000 Federal Funds
Cottage, Sch. Deaf & Blind 1,400,000 Increase Cigarette Tax
Vo-Tech Center Butte . 3,971,633 Increase Cigarette Tax
Cisel Hall, EMC . 1,190,000 Increase Cigarette Tax
Fine Arts, UM 4,500,000 Increase Cigarette Tax
Clinical PéYchology UM 440,000 Increase Cigarette Tax
Childrens'! Unit 2,000,000 Increase Cigarette Tax
Workers' Compensation Bldg. 4,000,000 Workers' Compénsation

Operating Account

28,609,633
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