MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE SENATE

February 18, 1983

The thirtieth meeting of the Taxation Committee was called to
order at 8 a.m. by Chairman Pat M. Goodover in Room 415 of the
Capitol Building.

ROLL CALL: All members were present.

CONSIDERATION OF SENATE BILL 359: Senator Reed Marbut, Senate
District 49, sponsored the bill. This bill will place more revenue
in the counties' weed control programs at the expense of county
planning. Some weeds are alien to their environment, and in some
counties, we are seeing an increase in the weed problem. Since
pressure on county planning places pressure on agriculturalists,

it is appropriate to appropriate some funds to weed control.

PROPONENTS

John Holter, representing the Montana Farm Bureau, felt everyone
was aware of the weed problem and that we need to take steps to
solve it. See his written statement attached as Exhibit .

Jo Brunner, representing Women Involved in Farm Economics (WIFE),
submitted written testimony, and it is attached as Exhibit f5.

OPPONENTS

Jim Halverson, a Roosevelt county commissioner, and representing
the Montana Association of Counties, opposed any reduction in
county land planning funds. He agreed with Jo Brunner, though,
that 60% of the proportionate distribution should go to rural
and less populated areas and 40% to the largely populated areas.
His written statement is attached as Exhibit (.

H.S. "Sonny" Hanson, representing the Montana Association of
Planners, opposes the bill because of the diversion of funds
from county planning. They only have 10% now for county
planning. He felt there should be funds allocated but asked
that they come from another source. His statement is attached
as Exhibit D .

Questions from the committee were called for.

Senator Towe asked Senator Marbut for his comments on the
allocations suggested by Mrs. Brunner and Mr. Halverson.
Senator Marbut agreed with the other witnesses on that point.
The intent of the bill was not to fund all weed control through
the coal tax funds. The only problem is a need for increase

in weed control where development stress is being experienced.
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Cities will get part of the weed control funds, too, since they are
part of the counties. He is an agriculturalist himself, living

in an urban area (Missoula). They have only .7 of a mill for

weed control.

Senator Eck asked if they used this as an incentive to raise
the millage.

Senator Towe noted that in the Department of Revenue report,
only Roosevelt County was levying the maximum of 2 mills for
weed control.

The hearing was closed on SB 359.

CONSIDERATION OF SENATE BILL 379: Senator J.D. Lynch, Senate
District 44, said SB 379 was introduced because of the devastating
blow in that area about five weeks ago (Anaconda Company layoffs).
He wondered if a corporation had any responsibility toward a

local government when it left a community. The Butte area

people felt the company owed something for using the "Hill"

for the last 100 years (particularly when they can leave $10
million to Los Angeles for the Olympics, he said).

PROPONENTS

Donald Peoples, chief executive of the Butte-Silver Bow government,
spoke on the fiscal impact of the plant closure. The Anaconda
Company's taxable valuations represent 30% of Butte-Silver Bow's
total taxable valuation. Butte-Silver Bow's taxable value

will be significantly affected over the next three years, with

a $2.5 million tax revenue loss. School District No. 1's tax loss
will be twice that of Butte-Silver Bow's. The total taxable
valuation 1loss will be $7.5 million. Butte-Silver Bow has already
reduced its work force by 25% and they are going to reduce it

by another 25% over the next year or so. This does not include
the ripple effect that they are going t~ see. Jobs for about

1,500 people will be lost. A copy of the Anaconda Impact

Report is attached as Exhibit & .

Don Judge, representing the Montana AFL-CIO, said this does

provide vehicles for communities in which layoffs and plant

closures occur. He asked the committee's support for this bill

to help alleviate the impacts. He cited Anaconda Company unemploy-
ment figures for 1982 and 1983 for comparison. The impact to

local governments, he said, is that the 1local governments have

to pick up the tab in the form of higher premiums because of this
one plant closure. His written statement is attached as Exhibit /£ .

OPPONENTS

F. H. "Buck" Boles, representing the Montana Chamber of Qommerce,
testified and his written statement is attached as Exhibit & .

Gary Langley, representing the Montana Mining Association, said

he has problems with plant closure legislation of this type. There
have been measures introduced in the House also to take care of
this, and he asked the committee to take a look at those before
they seriously considered this bill.

R
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Questions from the committee were called for.

Senator Towe asked Mr. Boles what he thought the solution was.
Mr. Boles stated that there has to be some opportunity for a
company to shut down. Many times a company has no control over
the situations that make it close.

Senator Crippen asked Senator Lynch what legislation there was
coming over from the House. Senator Lynch responded that there
bills concerning the resource indemnity trust tax and severance
pay, but whether the resource indemnity trust funds can even be
used is a question in itself.

Senator Elliott asked Mr. Peoples if the company had offered to
help the city. Mr. Peoples responded that they hadn't. There
are about 37,900 people in Butte-Silver Bow; and 700 jobs will
be affected on June 30.

are

Senator Elliott suggested striking "mining" from the bill so other

industries could be included. Senator McCallum suggested that
sawmills and logging should be included because of the 150 jobs
lost in his area due to closures.

Senator Goodover remarked that Arco had offered all 450 acres
of the smokestack property to the city of Great Falls. The
city refused to take it because there was a $664,000 tax impact.
Now, they don't have the property and they can't make money off
it either.

Senator Gage said that the local governments are happy when the
businesses are in there and doing well, but when the businesses
run into problems, the local governments don't want to help at
all.

The committee noted that SB 299 and a bill on a referendum basis
in the House that would allow borrowing from the local impact
and education trust fund also address the mining industry.

In closing, Senator Lynch stated that there wasn't a person in
the room who didn't recognize the problem in that area of the
state. Butte is coming back; it will take a while, but to
lose because of this doesn't make sense. Somehow, they can

do something to get up through the critical period they are
having.

CONSIDERATION OF SENATE BILL 407: Senator Delwyn Gage, Senate
District 7, sponsored this bill. The only taxes being paid to

a tribal government are the resource indemnity trust tax

and the oil and gas severance tax, which are assessed on the
Blackfeet Indian Reservation. This bill anticipates that

these taxes will be assessed by tribal governments on other
reservations where mining takes place. The state of Montana has
no jurisdiction over Indian reservations.
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PROPONENTS

Stanley Juneau, Blackfeet Indian Tribe o0il and gas committee
chairman, testified in support of the bill. If this bill
passes, it may increase oil and gas activity on the reserva-
tion. He cited a U.S. Supreme Court case ( v. Marion?)
which deals with the collection of taxes on minerals in place.

Representative Glenn Roush, House District 13, supports the
concept of SB 407. We may see people losing jobs if this is

not enacted, he said. Many oil wells are located on the reserva-
tion. If taxes have to be paid by producers to the tribal
government and to the state of Montana, you will see no ex-
pansion in the business there. It is important that you give
some strong thought to this kind of legislation to let the

oil and gas industry continue on reservations in Montana.

John Augustine, representing Conoco, Inc., submitted written
testimony, and it is attached as Exhibit .

James F. Zapp, Cut Bank, representing Phillips Petroleum Co.,
supports the bill for the same reasons. Any double taxation

of principals is wrong. It will shut down the wells pre-
maturely. SB 407 will keep jobs in the community, such as
service companies, etc. (See Exhibit_jg;.)

Terry Wisner, from Whitehall, representing himself and also

the Croft Petroleum Company in Cut Bank, said he has seen

o0il and gas production virtually stop on the reservation because
of the double taxation. Fee minerals were of value, but now

are not because of double taxation (See Exhibit J.)

OPPONENTS

John Clark, Deputy Director, Support Services, for the Depart-
ment of Revenue, said the state of Montana now has one case in
federal circuit court asserting the right tc tax those minerals.
SB 407 would reverse the situation.

Questions from the committee were called for.

Senator Towe, addressing Mr. Clark, said the case to which he
was referring was lost back in Judge Battin's court (U.S. District
Court, Billings Division).

Mr. Clark mentioned that Montana is in court on the seed
stripping case, too. That is about a $6.7 million per year
loss to the state. They rise in opposition to SB 407 because
they still want to assert the right to tax.

Maynard Olson, Deputy Superintendent of Public Instruction,
said they have two particular concerns. They understand that
the Blackfeet case involves o0il and gas on their reservation,
and the Crow Indians'case in Billings involves minerals on the
Crow Reservation. SB 407 would further erode the tax base for
the school foundation.
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Mr. Juneau stated that the total tax the tribe is levying now
is 2% to 2.5% based on oil and gas production less royalty
payments.

Senator Crippen said he thought the tribe had the power and
authority to levy the tax. The Department of Revenue asserts
that they also have the right.

Senator Towe said it was his understanding that there was a
decision in our favor in the o0il case. It was appealed to the
ninth circuit court in San Francisco and is still there. 1In
the coal case, summary judgment was granted and was then
appealed to the ninth circuit court, who sent it back for
factual information. Both of those cases are still in court.
Senator Towe said he supports the bill's approach. He asked
if there was some way we could get an agreement from the
tribes that if SB 407 passed, would they drop the litigation.
He asked if it was intended that SB 407 apply both to minerals
mined within the territorial boundaries and without, or would
it apply just within the reservation. Senator Gage said it
would apply Jjust where tribal governments have jurisdiction.

Senator Goodover asked Mr. Juneau if the tribal council had
considered the impact when they decided to impose this tax.
Mr. Juneau said that in 1976, the Blackfeet Tribe business
council submitted its argument to the U.S. Secretary of the
Interior regarding the ripple effect. In 1977, they decided
not to impose a tax at that time. Because of cutbacks in
federal programs, they lost money and services, and their
alternative was to use the same mechanism of taxation to
bring in money as the state uses.

James D. Mockler mentioned the Westmoreland Coal Company case,
which has been in Judge Battin's court for three to five years
now. The money involved has been escrowed.

Senator Eck wondered if changing "equal to" in line 13 of

the bill to "10%" would have a negative effect on the court
case. Senator Towe said they didn't know. That is why he
asked if there was any possibility of entering into an agree-
- ment with the tribe. He thinks Montana will lose the Black-
feet case but will probably win the seed coal case. Tribal
governments are not eligible to receive money regarding coal
impacts. Passing SB 407 could have beneficial impact because
we would be trying to help on the reservations.

Mr. Juneau stated that the tax was first imposed during the
last quarter of the last fiscal year. He was sure that the
tribal council would sit down and talk with the state about
this.

Senator Gage said that part of the bill goes back several years.
In 1975, the tribal council passed an ordinance giving the
tribal government full jurisdiction of everyone on the reserva-
tion. He questioned what the situation was in regard to children
who go to school on the reservation. It was significant that
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the governor's office and others came batck and said they
would keep an eye on them. When it hits the pursestrings,
the fees are high if the reservations want our help. The
Blackfeet Reservation has marginal wells, and without SB 407,
they could go out of operation.

CONSIDERATION OF SENATE BILL 361: Senator Turnage, Senate
District 13, sponsored the bill. He said SB 361 creates a
presumption that all land is agricultural. He explained the
exceptions set forth in the bill.

PROPONENTS

Gregg Groepper, administrator of the Property Assessment Division
of the Department of Revenue, said they support the bill. They
are attempting to bring before the legislature a measure that
would give direction to the Department of Revenue regarding the
"Green Belt Law". They now have parcels of the same size or
with the same conditions that may make the land agricultural
land or subdivision land. They would like the committee to
give some consideration to this as to what the intent is. They
want clear determination for parcels from one to 20 acres in
size. They think SB 361 sets this out clearly but they
requested the committee's assistance in amending if the
committee felt it was necessary.

Dennis Burr, representing the Montana Taxpayers Association,
supported the bill also.

OPPONENTS
There were no opponents to SB 361.
Questions from thé committee were called for.

Senator Towe gave an example of a subdivisicn with 1l0-acre
tracts. While selling off the tracts, the owner continues to
operate the remainder as an agricultural operation. What is
taxed as subdivision and what is taxed as agricultural?

Senator Crippen said that a horse pasture, then, certainly would
not qualify under (1) (c) (iii) of the bill. Mr. Burr said a
lot with a horse on it is not considered agricultural land.

Senator Severson said he tried to get the Revenue Oversight
Committee to address this problem four years ago. He asked

if Senator Turnage had consulted with the agricultural interests
to see what they thought should be done with agricultural land.
He felt the matter should be studied by the agricultural
industry. SB 361 would double to seven times his taxes, and
if done today, it would increase his taxes four times.

Senator Turnage responded that Senator Severson's was a tract
of land with a thousand acres and that SB 361 pertains to
parcels between one and twenty acres. Senator Severson then
said he assumed the bill was reassessing agricultural land.
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Senator Crippen asked about the farmer who sells a portion of
his land now and then by occasional sale. The buyer would
come under section (1) (c) on page 2 of the bill.

Senator Norman said that if the parcel was 20 acres or more, it
is agricultural land. Senator Turnage asked what you do when

a farmer sells a 20-acre tract to his daughter. Mr. Groepper
said his department reappraises the land under the agricultural
statutes. Senator Turnage asked what they would do if it was

5 acres. Mr. Groepper said that if the ownership changes,

they go check to see if there was a use change.

CONSIDERATION OF SENATE BILL 434: Senator Thomas Towe, Senate
District 34, sponsored the bill. He said it takes money from
the coal tax pie and puts it into this highway reconstruction
account. See his diagram attached as Exhibit K . Thirty-
eight percent (38%) of the pie (19% of the remainder after
allocation to the trust fund) goes to the general fund. He
wants to earmark 30% (15% of the remainder after allocation to
the trust fund) for highway reconstruction. This is a planning
proposition only. It would not affect revenue this year.

Using a $100 million figure for coal tax collections per year,
we are asking for $15 million per year, or $37 million to

$38 million per biennium. The original coal tax pie had 10%
allocated for highways. 1In 1977, we readjusted that to 13%,
but it was terminated on July 1, 1980. Three hundred one.
miles of roads were outlined. We expected to get $17 million
of this money; we expected to match 60/40 with federal moneys
for what was to be $63 million worth of roads. From Senator
Manning's many trips to Washington, D.C., we got nothing.
Somehow we managed to get $33 million and built 101 miles of
roads. We have 200 miles left of the 301 miles proposed. That
200 miles will cost $100 million+ to build. We have regressed
in roadbuilding in the coal area alone. We made a mistake when
we terminated the.13% allocation. Now, we are requesting 15%
from the coal tax funds for roads.

Senator Towe said there are two other proposals which are
both bad--one requests 20% out of the trust fund for highways
(HB 443), and the other is the equalization plan (Waldron's

bill, HB 9). Senator Towe didn't like either of those. The
interest income will increase by almost as much as what is being
taken out of the coal tax fund. (See written testimony attached

as Exhibit L..)

PROPONENTS

Senator Dave Manning, Senate District 25, said he comes from a
coal mining impacted area. If the 10% would have continued on
year after year, we would have been through with the negatively
impacted roads. Today, there are 2,000 vehicles a day on these
roads. The funds should be dedicated where there is severe
impact. He thought the bill should be kept alive to see what
could be done with it.

Gary Wicks, director of the Department of Highways, supported
the concept of using the coal tax money (not the coal trust
money). There is a proposal (HB 730) to be heard next week
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in the House. They suggest the funds should come from the
growth or other earmarked account. As we testified before the
House Taxation and Highways Committees, you would capture

the growth and put it into the highway program. He thinks

HB 730 is the best proposal.

Jim Halverson, representing the Montana Association of Counties,
said they recognize the need for reconstruction of the highways.
See Exhibit 1} .

Larry Tobiason, representing the Montana Automobile Association,
said that whether a person drives or is a passenger, he is
using the highways. He would like to see earmarking from the
coal tax fund through a constitutional amendment to make perma-
nent funding.

OPPONENTS

There were no opponents to SB 434.

Questions from the committee were called for.
Senator Turnage suggested the following amendments:

Page 1, line 20.

Following: "law"

Insert: "; provided however, from and after December 31,
1982, until December 31, 1992, 30% of the funds deposited
in the fund established under 17-6-203(5) is allocated
to the highway reconstruction account established in
[section 2}1"

Page 3, line 14.
Strike: all of line 14

Page 4, lines 3 and 4.
Following: ‘"curves."
Strike: remainder of line 3 and all of line 4

Senator Towe said the coal trust fund will continue to produce
income whether there is money coming in or not. An additional
$35.8 million of interest income from the trust will be received
over the amount received this year. He said he doesn't like
taking the money out of the trust fund, and he doesn't like to
squeeze because it's too easy; if highways can do it, so can
others, he said. He suggested holding this bill in committee
until the committee had a chance to look at the other bills
mentioned.

Chairman Goodover announced that the committee would meet
at 8:30 a.m. on Saturday, February 19, instead of at 8:00 a.m.
on that date.

The meeting adjourned at 10 a.m.

Chalrman 5>//"
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NAME : John Holter L;%g%%ZLTeb 18,1983 ]

ADDRESS : Bozeman

PHONE :

Y, - ™ .
REPRESENTING WHOM? Montana Farm Bureau Federation

APPEARING ON WHICH PROPOSAL: SB=359
DO YOU: SUPPORT? X££X AMEND? OPPOSE?
COMMENTS : Mra. Chairman,

Thig lesislation is a solid step forward in

solving our severe noxious weed problem in Montana.

The MFBF recommends a DO PASS report on S3-359. g

John Holter

Montana Farm Bureau

Federation

PLEASE LEAVE ANY PREPARED STATEMENTS WITH THE COMMITTEE SECRETARY.
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NAME__ JO_ BRUNNER BILL NO.SB 359

ADDRESS__ 563 3rd ST. HELENA DATE _February 18

REPRESENT WOMEN INVOLVED IN FARM ECONOMICS

e — - s

SUPPORT X ____OPPOSE AMEND

COMMENTS:

My name isjo brunner AND I SPEAK TODAY FOR THE MEMBERS OF THE WOMEN
INVOLVED IN FARM ECONOMICS ORGANIZATION.
MR. CHAIRMAN, WE WISH TO SPEAK IN SUPPORT OF SB 358 BUT WITH
RESZRVATIONS ON THE DISTRUBUTION OF THE PERCENTAGES ALLOCATED TO THE
COUNTIES.
W.I.F.E. MEMBERS ARE FULLY AWARE OF THE DESPERATE NEED FOR WEED CONTROL
WE BELIEVE THAT SBCH CONTROL IS INDEED THE RESPONSIBILITY OF ALL THE
CITIZENS OFTHE STATE OF MONTANA, AND THAT IN ITSELF CODLD BE UTILIZED
AS TAND PLANNING. WE DO PREFER THAT IT BE SEPERATE AND DESIGNATED AS
NOXIOUS WEED CONTROL.//c Suppen? StaeTie Marbar opeoss /3 7cmenr
A A AGRICaL o6 1EFs -
(| ovr cowcErN 1s mHAT UNDER THE ATTOFATED PERCENTAGE REQUESTED IN THIS
BILL, THE NAJOR PORTION OF THE FUND WILL GO TO THE COUNTIES ALREADY
MORE ABLE TO FURNISH NOXIOUS WEED CONTROL. LARGE, SPREADOUT COUNTIES
ARE LESS ABLE TO FUND THEIR CONTROL. COUNTIES WITH BOTH LARGE LAND

AREA AND WITH LARGE CITIES WOULD RECIEVE THE GREATER PROPORTION OF THE

FUND.
WE DO NOT WISH TO DOWNPLAY THE NECESSITY OF CONTROL IN ANY AREA OF OUR
STATE. WE DO WISH TO UTILIZE 1..% © SOURCES OF FUNDING \:: AVAILABLE

IN THE AREAS MOST IN NEED OF HELP, AND WOULDLIKE TO REQEST THAT

SUB PARAGRAPHS A AND B, SECTION 4 LINES 15-20 BE TURNED AROUND AS FAR
AS THE PERCENTAGES APPLY- THUS 60% OF THE MONEY WOULD BE APPORTIONED
TO THE COUNTIES WITH THE HIGHEST LAND AREA AND 40% WOULD BE TO THE
COUNTIES WITH THE LARGEST POPULATION. .

WE ALSO WOULD REQUEST THAT LANGUAGE BE INSERTED THAT WOULD NOT ALLOW
BOTH CRITERIA BE CONSIDERED FOR THIS ALLOCATION; EITHER THE LAND AREA
OR THE POPULATION, NOT BOTH WOULD BE THE METHOD OF ALLOCATION.

THANK YOU.

\ “Hell has no fury like a woman scorned” J/
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AN ANALYSIS OF THE IMPACT
ON BUTTE-SILVER BOW CAUSED BY THE
ANACONDA MINING SUSPENSION




Office of Budget Adiniuisiraiio.:
Butte-Silver Bow Courthouse
Butte, Montana H9707]
406/723-8262

TO: Donald R. Peoples, Chief Executive
FROM: Gary Rowe, Budget Administrator r if
RE: Anaconda Impact Report
DATE: January 25, 1983

Attached please find the Anaconda Company mining suspension
impact report which you requested to be prepared. At this time,
the projected impact is based on estimates gathered from the best
available sources. As noted in the report, actual losses for fis-
cal year 1983-84 will be available in late March or early April.

In my opinion, the projections of revenue loss contained in
this report are conservative. The primary criterion applied to
these estimates was not to overstate the potential economic impact
_to Butte-Silver Bow. It is intended to update and expand this re-
port as more information becomes available. At this point staff
members are currently researching secondary impacts caused by the
ripple effect.

The total impact to Butte-Silver Bow in future fiscal years
is difficult to precisely predict because of the delayed nature
of secondary impacts and the exact amount of the Anaconda Company's
real and personal property dispositions is unknown. However, the
scope and magnitude of the potential revenue loss is such that it
compels Butte-Silver Bow to act now.

The government's current policy of minimizing non-priority
expenditures and maximizing non-tax revenue sources must be more
aggresively pursued. The importance of fiscal assistance from the
State of Montana has been ten-fold increased by this economic blow
to the community.

GR/cm



The purpose of this report is to provide a foundation from which
Butte-Silver Bow can construct a continuing analysis of impacts caused
by the closure or suspension of Anaconda's mining operations. The
reader is cautioned to use the projections cited in this report as
estimates only. However, the figures cited in the schedule labeled
"Inventory of Anaconda Taxable Valuations and Taxes" are very accurate.

Economic Background

Butte-Silver Bow has been in a progressively increasing cut-back
mode of management since consolidation. The government's initial re-
ductions were attributable to elimination of duplication of services
and economies of scale. Butte-Silver Bow continued to cut-back in the
last few years of the 1970's in a reaction to inflation and a stagnant
local economy.

In the 1980's the community was particularly affected by the
national economic downturn because copper's primary markets are in the
areas of housing and autos. This, in turn, increased pressure on local
government management to continue to scale back services to meet de-
clining tax revenues.

It is readily apparent to the most casual observer that the announced

Anaconda Company suspension simply(exacerbates Butte-Silver Bow's already
bleak economic profile.

Schedule I and its narrative attempts to place into perspective the
size and scope of mining's contribution to the Butte-Silver Bow local
government operation.



Inventory of Anaconda Taxable

SCHEDULE I

Valuations and Taxes

Property
Classification

Gross Proceeds

Real Property:
- Commercial
- Other

TOTAL

Personal Property:
- Furniture
- Pollution Devices
- Machinery & Equipment
- Trucks
- Rights of entry

TOTAL

GRAND TOTAL

1982-'83

Taxable Valuation

$2,485,265

$1,
251,377

$2,076,538

$

8,
1,
2,593

$9,824,190

$14,

825,161

53,069
4,870
179,354
584,304

385,993

1982 Taxes

$1,027,433.40

$ 827,804.76
102,312.95

$ 930,117.71

$ 21,939.24
2,013.30
3,403,664.68
654,967.12
1,072.96

$4,083,657.30

$6,041,208.41



Schedule I inventories current taxes and valuations of the Anaconda
Company. The total valuation of $14,385,993 represents 30% of Butte-
Silver Bow's total taxable valuation of $48,164,803. Of the $6,041,208.41
in Anaconda taxes for 1982-'83, Butte-Silver Bow should receive approxi-
mately $2,235,000 which represents 33% of all property taxes Butte-Silver
Bow has anticipated for FY 1982-'83.

For FY 1982-'83, total anticipated revenue* in all property tax-
supported funds amounts to $11,811,197. Anaconda property taxes due
Butte-Silver Bow represents 19% of this figure. However, the suspension
of operations will not result in an immediate loss of Anaconda tax revenue.

The cycle for Anaconda Taxation is roughly as follows:

December End of year for tax purposes

March Declarations of Property due to Department of Revenue

July Dept. of Revenue notifies Assessor of Anaconda'a valuations
November Taxes due on previous year's property declaration

June Second half taxes due

The gross proceeds listed on Schedule I is for Anaconda operations
ending December 31, 1981 which means Butte-Silver Bow can expect a year and
a half more of this tax. A yearly history of gross proceeds is as follows:

1977 $1,375,335
1978 1,102,496
1979 1,084,112
1980 1,842,803
1981 1,293,681
1982 1,027,433

The largest single classification of property valuation is "Machinery
and Equipment" which has a taxable value of $8,179,354. This (and also
"rrucks"”) appears to be the most unstable valuation. It is already known
that much of their "Trucks" and "Machinery and Equipment" were disposed of
recently which will affect our next yeaf's valuation.

Projected Taxable Valuation Decline

The following schedule attempts to estimate losses in taxable valu-
ation that are likely to occur as a result of the reduction of mining's
role in the community. The loss estimates on the schedule are based on
informal information gathered from unofficial sources and as such should
be used with caution.

*Excluding FAA Grants
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The estimated taxable valuation loss can be converted into an estimated
tax revenue loss by applying the current year mill levy to subsequent years.
The following schedule summarizes this information:

SCHEDULE III

Estimated Tax Revenue Loss

Cumulative Loss

Est. Taxable 1982-83 1983-84 1984-85 1985-86
Year Val. Decline Mill Levy Tax Loss Tax Loss Tax Loss Total
1983-84 $2,905,426 .15379 $446,825 $446,825 $446,825 $1,340,475
1984-85 2,515,140 .15379 -0- 386,803 386,803 773,606
1985-86 2,518,782 .15379 -0- ~0- 387,363 387,363
TOTAL $7,939,348 $446,825 $833,628 $1,220,991 $2,501,444

Budgetary and Service Level Impacts

A revenue loss of $2.5 million over three years is potentially devestating
to the level of services provided by Butte-Silver Bow.
Butte-Silver Bow has been cutting back for the past six years so the majority of

As previously noted,

all marginal activities have been eliminated. The cuts, which will have to be

made to offset the revenue loss from the Anaconda suspension, will deeply affect

Butte-Silver Bow's service delivery capacity.

There are two probable courses of action available to Butte-Silver Bow
to reduce its total budget. The first is an across-the-board reduction and
the second would be to priortize every function and eliminate entire offices
and departments from the bottom up.

The latter course of action is unlikely because it would require amend-
ments to the current governmental structure as provided by the Butte-Silver
Bow charter. Local government management is therefore left with the unsavory
prospect of cutting all functions and activities budgets including primary
services.

Schedule IV spreads the estimated tax loss to every function or activity
within every tax-supported fund. It also depicts the level of budget cuts
required to absorb the revenue loss predicted on Schedule III. Schedule IV
is organized by primary and other services which are broken down into the
categories of Salaries and Benefits, Operation and Maintenance, and Capital
Outlay.
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Schedule V represents a breakdown, by function, of full-time equivi-
lent positions which will be eliminated through budget reductions outlined
in Schedule IV.

SCHEDULE V

Estimated Personal Reductions

Fire Department: Average Employee Salary $19,937
Employer Provided Benefits (26%) 5,184
TOTAL $25,121
Pers. Budget Average Cost Reduction
Year Reduction Per Employee Required
1983-84 $51,697 $25,121 2,05
1984-85 44,753 25,121 1.78
1985-86 44,818 25,121 1.78

5.61 position reduction

Sheriff Department: Average Officers Salary $19,453
Employer Provided Benefits (26%) 5,058
TOTAL $24,511
Average Support Staff Salary $11,707
- Employer Provided Benefits (23%) 2,693
TOTAL $14,400
Pers. Budget Average Cost Reduction
Year Reduction Per Employee Required
- 1983-84 *Officers $58,698 $24,511 2.39
Support 12,884 14,400 .90
1984-85 Officers 50,812 24,511 2.07
Support 11,154 14,400 .77
1985-86 Officers 50,885 24,511 2.08
Support 11,170 14,400 .78

|

-

Pay

OFFICERS 6.54 position reduction

SUPPORT position reduction

= |

*Officers represent 82% of the current budget for personal services.



Public Works: Average Employee Salary $21,286

Employer Provided Benefits (35%) 7,450
TOTAL $28,736
Pers. Budget Average Cost Reduction
Year Reduction Per Employee Required
1983-84 $60,738 $28,736 2.11
1984-85 68,851 28,736 2.40

1985-86 68,951 28,736 2.40

6.91 position reduction

All Other Departments: Average Employee Salary $16,000
Employer Provided Benefits (25%) 4,000
TOTAL $20,000
Pers. Budget Average Cost Reduction
Year Reduction Per Employee Required
1983-84 $137,935 $20,000 6.90
1984-85 119,406 20,000 5.97
1985-86 119,579 20,000 5.98

18.85 position reduction

The "Ripple Effect"

It is important to keep in mind that the financial effects of the sus-
pension presented in this report are primary in nature. That is, these effects
are those caused directly by the reduction of the Anaconda Company's role in
financing local government services. Secondary impacts include the loss of
primary and secondary Jjobs and the potential closure of support businesses.

It is likely that secondary impacts will be experienced gradually over a
long period of time. For example, the tax base will not be immediately affected
by the closure of any support business. The valuation of the business would re-
main part of the real property tax base until it is tax deeded or its valuation
will sufficiently erode until it becomes insignificant. However, it is also
likely that Butte-Silver Bow will experience a dramatic rise in its tax delin-
quency rate.

The Budget Office and Public Works staffs are currently analyzing secondary
impacts. This analysis will include an inventory of local businesses which
exist primarily to serve the Anaconda Company and a perspective on primary and
secondary jobs.
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HIGHWAY COAL TAX IMPROVEMENT ACCOUNT.

The 1975 Legislature passed into law Chapter 502, 1975 Session Laws, which

established the Coal Area Highway Imprcvement Account.

That law amended Section 84-1309.1, RCM 1947, to allocale for the next
four fiscal years, 10% of total coal tax collections to the Coal Tax Earmarked
Account. The total amount collected by the Department of Highways in the coal
tax highway improvement account was $15,117,191.28. These monies wer to be
obligated by Junc 30, 1979, but subseque:nt legislation changed the date to

June 30-, 1983.

These monies were earmarked for censtruction and/or reconstruction of
roads in the impact area which was designated by the legislature as Rosebud,
Treasure and Big Horn Counties. No set b'criteria was established for selecting
projects within this arca, nor was it required to fund projects in each of the

counties.

In order to build as many miles of roads as possible, Department of High-
ways personnel, plus legistaters, made trips to Washington, D.C. in efforts to
obtain special federal funds for energy impacted areas. The ﬁlan was tc malch
the special Tederal funds with the coal tax improvemeni funds; however, thes’e
federal. funds were not appropriated. By attempting to oblain these special
‘ederal Tunds, we delayed awarding contracls utilizing the coal tax funds until

August, 1980,



The following two coal tax projects have been let to contract:

Listed

Colstrip-Forsyth Road (South Section). This project extends
from one mile south of Colstrip to five miles north of Colstrip.
Project Number - CT 39-1(11)21.

Length - 5.8 miles.

Project cost - $5,524,038. Project is funded with $5,196,709 coal
tax monies and the remaining with private utility company monies.
Project' status - 76% complete as of August 1, 1981.

Project completion date - September 15, 1981.

Contractor - COP Construction Company.

Colstrip-Forsyth Road (Center Section) five miles north of
Colstrip to 16 miles north of Colstrip.

Project number - F-CT 39-1(9)27.

Length - 10.9 miles.

Project cost - $7,810,514. Project is funded with $1,500,000 coal
tax funds and remaining amount with primary system monies.
Project statl;zs ~ One percent complete as of August 1, 18381.
Project completion date - September 15, 1982.

Contractor - Hilde Construction Company.

below is a recapitulation of coal tax monies as of present date:

Coal Tax Income $15,117,191.28

Coal Tax Project Commitments 61(59(§,709.00

Unobligated coal tax monies $ 8,420,482.28



The following projects may be considered for coal tax funding:
1. Big Horn County
A. Busby - South through Cheyenne Indian Reservation 13.0 miles.
(1) Estimated cost - $4,000,000.
(2) Bureau of Indian Affairs conducting engineering and R/W

phase. Could be advanced to contract early 1982.

B. Crow Agency - Busby (West Section) 8.0 miles.
(1) Estimated cost - $5,500,000.
(2) Negotiation on 2 tribal, parcels is holding the job from being

able to go to contract award.

C. Busby - South (South Section) 7.5 miles.
(1) Estimated cost - $3,000,000.
(2) The project is in prejiminary engineerinig phase. The
project is presently sche::du!ed for contract award by May,

1983; however this date is very optimistic.

2. Treasure County
A. Sarpy Creek Road (Center Section) 5.0 miles.
(1) Estimated cost - $1,750,000.
(2) Project has some rights-of-way parcels open. [t is

scheduled for contract award in March, 1983.

3. Roschud County
A.  Roschud - South (South Section) 4.0 miles.
(1) [stiiated cost - 47,500,000,

NB_



(2) Project presently scheduled for October, 1985. It could be

ready to let to contract by February, 1982.

B. Colstrip-Forsyth Road (Armell's Creek N & S) 6.4 miles
(1) Estimated cost - $9,200.000,

(2) Presently scheduled for contract award in fall, 1981.

@]

Rosebud South Overfay 8.0 miles
(1) Estimated Cost - $750,000

(2) Presently scheduled for a contract award in March, 1982.

Various considerations are given to project selection. Some are:

1. Recommendations by the three affected county commissions.

2. Projects must be ready to be fet to contract prior to June 30, 1983.

3. Projects must have a need for reconstruction.

4. Senate Bill 422, which was enacted during the last session, reguires
the Department of Highways to reconstruct these highways in consul-

tation with the governing bodies of the counties in the area.

/I

N
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