MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE SENATE
February 4, 1 %1

The nineteenth meet ing of the committee was called to order at
8:05 a.m., Chairmar Pat Goodover presiding, in room 415 of the
State Capitol Builcing.

ROLL CALL: All merbers were present except for Senator Bob Brown.

CONSIDERATION OF SENATE BILL 208:

"AN ACT TO AUTHORIZE THE COAL BOARD TO :CONSIDER APPLICATIONS
FOR LOANS FR(M THE LOCAL IMPACT AND EDUCATION TRUST FUND
ACCOUNT; AMEMNDING SECTIONS 90-6-205, 90-6-206, AND
90-6-208, MCz."

Sen. Towe said thi: bill would grant the coal board loan authority.
They now have authority to make grants. A new section on page 4
requests that the ‘.oan not exceed 40 years, that the ‘board hold all
contracts within its office, and that contracts cannot be reassigned
or pledged in another market. Local government units must use or
commit loan money within a year. 1In Sec. 5, the board "may" require
the pledge of mill levy revenues sufficient to guarantee repayment
of the loan as a condition of the board making the loan. He said
this would increase flexibility of the Coal Board. Sen. Towe called
on Paul Palm, Montana Coal Board. Mr. Palm's statement is incorporated
herein as Attachment #1.

Dale Tash, Montana Coal Board, felt this bill would help impact, es-
pecially in "fringe areas" where criteria prevent an outright grant.

Mr. Jim Mockler, Montana Coal Council, said the bill allows some
leverage on the coal funds.

OPPONENTS: Pat Wilson, MONTCO, said they felt the bill calls for
cities and towns to indebt themselves for 40 years and places the
coal company in a peculiar situation as they pay severance tax and
part goes into the community. If loans made available must be paid
back within 40 years and those funds are acquired from property tax,
the company will be paying the loan back. She asked that limitations
not be placed on loan funds.

Sen. Towe closed saying that the purpose of the bill is to give more
flexibility and assist communities. He referred to a brochure,
Attachment #2, showing what the Coal Board has done in terms showing
the amount of money awarded, amount denied, amount reduced, and
amount requiring a local match. He said this bijil will supplement
that list, because there may be some that aren't entitled to a grant
because of mill levies. The hearing was closed on Senate Bill 208.
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CONSIDERATION OF SENATE BILL 207:

"AN ACT TO ESTABLISH A METHOD TO DETERMINE COAL DEV iLOPM. X%
IMPACT COSTS TO LOCAL GOVERNMENT UNITS AND TO FIX 'HE MAXIMUM
APPROPRIATION AVAILABLE FOR SUCH COSTS FROM THE CO ISTITUTIONAL
TRUST INCOME EARNINGS."

Sen. Towe said this is the formula bill designed to cove: situations
where existing money is not enough for impact. If one o: the synfuel
applicants started one plant it could bring in 25,000 pedple and re-
guire governmental assistance at the rate of $8,800 per person.

Sen. Towe said his original request was to take money neaded out of
the income of the coal tax trust fund, but revenue commi:ttee changed
that and requested it be taken out of the principle. This bill will
require a 3/4 vote in both houses of the legislature. Computations
to determine whether money is needed for an impact area ire on
Attachment #3. He felt the formula bill would not only 1elp by pro-
viding money needed by a great influx of people but woull help the
coal tax position in Congress. It would show Congress, if they are
serious about synfuel plants, that we will need the coal money we
have to take care of that.

PROPONENTS: Tom Harrison, representing Montana Association of Coal,
Gas, and 0il Producing Counties, and Senator Dorothy Eck.

OPPONENTS: Jim Mockler, Executive Director Montana Coal Council.
Pat Wilson, MONTCO.

There were no further proponents or opponents and questions were
called for from the committee.

Sen. Crippen asked Sen. Towe if he was prepared for handling the pre-
cedent that going into the trust fund might establish. Sen. Towe
said he felt that if ever there were a reason for going into it, this
would be 1it.

CONSIDERATION OF SENATE BILL 206:

"AN ACT TO REVISE THE UNDERGROUND MINING COAL SEVERANCE TAX
RATE; AMENDING SECTION 15-35-103, MCA."

Senator Towe said this bill doesn't relate directly to the coal board
or coal impact funds. He said while the tax for surface mining of

coal is 30% on a base that doesn't include state, local, or federal
taxes, there is a different figure for the underground mining of coal--
4%, rather than 30%. The underground rate was always ignored when
dealing with severance rate for surface coal. He felt Montana was
several years away from being faced with underground mining, but

that to be fair the tax rate should be set so that those coming in
would know what to expect. Senator Towe passed out a paper setting

out underground vs. surface mining costs, Attachment #4.

OPPONENTS: Jim Mockler asked that the tax not be so high as to dis-
courage underground mining in the state. He dicagreed with the figures
and the logic of Sen. Towe's argument.
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Bill Robinson, Western Energy, Attachment #5
Pat Wilson, MONTO

Sen. Towe closed by saying he would hope that all bills dealing with
this matter could be read together as he agreed 8 3/4% wasn't enough
for all needs. He thought that when the existing law was read along
with this bill there would be enough information for an adequate
determination of monies.

Sen. Steve Brown wondered if ROC would consider the constitutionality
of making distinctions within a class. He questioned Sen. Towe's
statement that coal is a class. He felt if mining is done under-
ground it can be taxed at a certain rate and if above ground at a
certain rate. He suggested looking up a law regarding dredging.

Sen. Severson commented that we have very little coal being mined
underground and with imposition of the suggested rate it looked as
though we never would have. Sen. Severson said one of the places
he thought of was Roundup where there would be a positive impact
from underground mining. He felt the legislature is addressing the
problem of encouraging business.

Sen. Crippen suggested that if we had a policy to encourage mining
of coal in Montana wouldn't we be better able to approach taxation
on a gradual basis. We could always increase tax on underground
mining, but he felt if we started too high we might be closing the
door before we wanted to.

Sen. Towe wondered what our objective should be. Should people be
asked to come in even though it costs the state money or should we
say they should consider impacts as a part of doing business.

At Senator Eck's suggestion that philosophy be saved for an executive
session, the hearing was closed on Senate Bill 206.

DISPOSITION OF SENATE BILL 30:

Senator McCallum moved that Senate Bill 30 be passed; this is the
10% surtax repealer. He said the Governor has come out with his
program and since it is in the mill this bill should go also so both
can be worked on at the same time. :

A motion was made to amend dates in the bill. The amendments passed
by unanimous vote.

Senator McCallum moved that the bill be given a DO PASS, AS AMENDED.
The motion passed 11-2, Senators Towe and Norman dissenting.

Sen. Goodover announced, for the benefit of those sitting in and con-
cerned with the license bill, that a subcommittee had been requested
to discuss potential approaches to the liquor revenue bills to see
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if they could come up with anyt hing that would get committ=¢ approval,
the idea being a committee bil. would have to be adopted. He said
there would be no action unles: the committee decided they wanted

to pursue it, but that if ther¢ is a committee bill it would be pub-
lished for hearing.

The meeting was adjourned at 1(:00 a.m.
~
@m

PAT M. GO OVER, CHAIRMAN
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TAXATION COMMITTEE |
47th LEGISLATIVE SESSION - - 1981 Date 2/04/& /
NAME PRESENT ABSENT EXCUSED

Goodover, Pat M., Chairman

McCallum, George, Vice

Brown, Bob

Brown, Steve

Crippen, Bruce D.

Eck, Dorothy

Elliott, Roger H.

Hager, Tom

Healy, John E. "Jack"

Manley, John E.

Norman, Bill

Ochsner, J. Donald

Severson, Elmer D.

Towe, Thomas E.
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STANDING COF;

President

Taxation

We, your committee on......0 .0

having had under consideration ......cccoeeevevvveeiceieeececcrieeeeeeenn

Respectfully report as foliows: That......ccccevcvniiicecnencencinneen.

be amended, as follows:

l. Page 3, line 25
Pollowing: "January 1,°
Strike: ©1982"%

Insert: %1981°

2. Page 4, line 1
Pollowing: "Deceaber 31,"

Strike: "1981"
Insert: %"1930%

And, as so amended!,

DO PASS

»

STATE PUB. CO.
Heiena, Mont,

MITTEE REPORT
..................... February 4 02t

Senator Pat M. CGoodover

Chairman.



SENATE COMMITTEE TAXATION

| SB
Datc j&é, ﬁ VA2 W4 Bill No. o Time J- 40 @ -+ -
NAME _ YES NO
SEN. McCALLUM (Vice-Chairman) }//
SEN. BOB BROWN . /
SEN. STEVE BROWN -
SEN. CRIPPEN v
SEN. ECK iy
SEN. ELLIOTT Ny
SEN. HAGER L
SEN. HEALY v
SEN. MANLEY L
SEN. NORMAN rd
SEN. OCHSNER e
SEN. SEVERSON V//
SEN. TOWE e
SEN. GOODOVER (CHAIRMAN) o
7/ <
Betty Dean Pat M. Goodover

Secretary Chairman

Motion: ___HKa? 58 30 &_M’ Aa rminded.

(inc;ude enough information on motion--put with yellow copy of
comittee report.) '

-16-



Rationale for 5.1, 208 - Authorizing the Coal Board to make loans from the

Jdocal impact trust fund account.

Within the enabling legislation creating the Montana Coal Board,
to assist local governmental units which have been required to expand
the provision of public services as a consequence of large scale develop-
ment of coal mines and coal using energy complexes, the mechanism was
established to give grants to such agencies. The enabling legislation
did not mention the ability to loan money to such agencies, but it did
not exclude by statute, the loan concepts.

During the early years of coal mining operations, the coal impacted
communities desperately needed the grants provided by the Coal Board.

More recently, because of thlie taxation mechanism and because the
grants awarded by the Coal Board seemed to particularly satisfy some of
the most urgent and obvious needs, the Coal Board has been wréstling with

(1) more applications dealing with indirect impact

(2) government entities with increased taxable valuation

(3} conflicts in population growth expectations

‘(4) Yearly mill levy variatibns

>(5) gfaﬁﬁ‘féqﬁésts forimoré1SoCialrtYpéélof‘brograms‘aﬁd projects.

With‘the passage of Senate Bill 208, the Loan Program would addréss
the following areas:

BETTER UTILIZATION OF IMPACT AID FUNDS

Senate Bill 208:
(1) would provide an option to the established grant program to
provide a more comp1ete impact aid program.
(2) would be able to provide better interagency involvement to better
utilize Federal impact money.

(3) would provide a better method of dealing with "indirect" impact on



neighboring communities.
(4) would serve to streamline Coal Board time and staff efficiency

in dealing with yearly bond relief requests.

MORE LOCAL ASSISTANCE. AND RESPONSIBILITY

Senate Bill 208:
(1) would provide an option to local government units when:
(A) mill levies are not equal to the average mill levy as
defined by the Coal Boards Local Assessment System.
{(B) mill levies are above the average mill levy -but the population
is down,
(Cj there is no history of bonded indebtedness.
{D) when mill levies are low and taxable valuation is high because
of other types of industry.
{2) would provide a better way of handling cost over-runs on construction

projects.

LOWERING OF PROPERTY TAX

Senate Bill 208:
(1) would provide for 1ess‘bbnding necessity dn‘ibéaltﬁax payers.

(2) would distribute local assistance over a longer period of tiue,

BETTER UTILIZATION OF AID FOR PLANNING OF POTENTIAL IMPACT

Senate Bill 208:
{1) could provide immediate assistance to areas that have not been
able to plan for specific types of impacts.
(2) would provide an option in dealing with special improvement districts

and local developery in potential impacts areas.
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UNDERGROUND VS. SURFACE MINING COSTS

Value of Coal (dollars per ton)1

Underground Surface

Total (U.S.) $30.94 $16.53

Wyoming $20.88 $ 8.97

Colorado $26.20 $12.70
Average Tons Produced per Miner per Day2

Underground Surface

8.38 25.78

Capital Costs or a Percentage of Labor Costs

Underground Surface
21% 54%

1 Bituminous Coal and Lignite Production and Mine Operations -
1978 U.S. Depirtment of Energy Publication DOE/EIA-0118(78)

p- 16.
2 Ibid. Dept. of Energy, p. 19.
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SEKATE BILL 206

Prepared Testimony: Bill Robinsun
Western Energy Company

My name is William Robinson. I represent Western Energy Company
and would like to make a few comments regarding Senate Bill 2(6.

In section 15-35-101, MCA, the legislative findings and declaration
of purpose are stated. I think it would be beneficial to review several

statements made in this section:

(1) 15-35-101(1)(g) -~ "Coal produced in underground mines has
higher producticn costs and underground producers are able to pay lesser

amounts of royalty and production tax than strip mine producers can

"

pay.

(2) 15-35-101(2)(d) - The purpose of the coal severance taxes are
to be accomplished by "establishing categories of taxation which rec-
ognize the unique character of coal as well as the variations found

within the coal industry."

Underground mining is not half as expensive or half as difficult as
strip mining. A good measure of mining ability is productivity. A
typical strip mine can average between 145--175 tons per man shift while
an underground coal mine averages between 10--25 tons per man shift. A
median average chows strip mining to be about 9 times more productive
than underground mining for coal.

Underground coal mining is important for the State of Montana. Not
only is it important for new industry, but it is also important to re-

vitalize some of the older communities like Belt, Red Lodge, and Roundup.



An increase in severance tax of 233% or 2257 does not create an atmos-
phere conducive to underground coal mining investments. In fact, this
rate of taxation would prohibit underground coal mining.

Western Energy Company opposes Senate Bill 206 and believes that in
a time of bad economy, rising costs, high inflation and interest, an
increase of over 200% is unreasonable. This increase will add more
financial burdens to an already heavily taxed industry. The Bill is not
in the best interest of the majority of the people in the State of

Montana.





