MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE

HOUSE OF REPRESENTATIVES

February 22,

The thirty-second meeting of the Taxation Commit-
tee was called to order in room 312-1 of the state
capitol building by Chairman Devlin at 7:04 a.m.

ROLL CALL: All members were present as were Dave
Bohyer, Researcher for the Legislative Council, and
Alice Omang, Secretary.

CONSIDERATION OF HOUSE BILL 787: Representative
Hayne, District 10, explained that this bill would
reduce the severance tax on 0il produced from a well
producing 10 barrels or less per day from 5% to

4% and this will lower the severance tax on stripper
0il wells and in doing this, this will extend the
economic life of these wells and also extend their
taxpaying life.

PROPONENTS: William W. Ballard, representing the
Balcron 0il Company in Billings, gave testimony in
support of this bill. See Exhibit 1.

Chris Owen, representing the Rimrock 0il Company,
and from the First National Bank in Cut Bank, made
a statement supporting this bill. See Exhibit 2.

Leslie Ranck, from Cut Bank,‘offered Exhibit 3 in
support of this bill.

Scott Gage, a C.P.A. from Cut Bank, stated that

there were several state leases in his area and
offered Exhibt 3 to the committee. He stated that
this will show what is happening to some of the wells
that are in this ares.

Dale Smith, the area manager for Phillips 0il Com-
pany in Cut Bank, indicated that they have 44 strip-
per leases in the state of Montana and the bulk

of these leases are in Pondera, Teton, Glacier,
Toole and Liberty counties and they have 341 wells
on those l2ases. He explained that the total last
vear for Phillips in the state was 492,600 barrels.
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Darwin VanDeGraaff, representing the Montana Petrole-
um Association, indicated that the fiscal note said
that the assumption is that there will be 10% of the
production from strippers and historically they have
been around 6% to 8% of total production and the
impact would be less. He also informed the commit-
tee that North Dakota, Utah, Colorado and Wyoming
have gone to similar laws.

Brian Hattel from Shelby, stated that they are
looking at short term loss for a long term gain.

Darrell Lawrance, from Cut Bank, said that he operates
a service company and he would like to add his sup-
port to this bill.

Tucker Hill, representing Project 85, which is made
up of 80 0il and gas producers in the state, said
they support this bill.

Pat Melby, representing the Montana Oil and Gas As-
sociation, urged a do pass.

There were no further proponents.

OPPONENTS: Lynn Chenoweth, Assistant Administrator
for the Natural Resource and Corporation Tax Division,
stated that they were opposing this only because

they thought it needed more clarification. He ex-
prlained his concerns,

There were no further opponents.
QUESTIONS ON HOUSE BILL 787: Representative Ellison

asked at what point, on his chart, would it not be
economical to produce.

Mr. Ballard replied that would occur this summer -
there are two factors, one of which is the decline
of production itself and the other is the decline
in price and he thought the two curves would cross
in 1985.
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Representative Ellison asked what the production level
would be.

Mr. Ballard responded these would be approximately
one barrel per day.

Representative Raney asked if they would consider
something in the bill that would say if o0il reaches
$30.00 a barrel, they would go back to 5%.

Mr. Ballard replied that even with the price at any
level, the volume per day is going to decline and
the average rate is 10 to 15% depending on the well
and he indicated that he was not in a position to
say whether they could or could not accept that
without giving it some thought. He commented that
going back to $30.00 a barrel is going to extend
the life of all these wells.

Representative Asay asked how much longer they would
expect to extend that life.

Mr. Ballard answered that they have tried to make
some guesses on it and assuming that the price stays
where it is and it does not go any lower, and as-
suming their cost stays the same, this should be
able to extend that life at least 3 to 5 years.

Representative Asay asked if these wells would be
able to have tertiary recovery.

Mr. Ballard replied that scme of these wells may be
candidates for tertiary recovery, but many of

them will nct. He indicated that in Pondera field,
where they operate, he did not think they could use
it.

Representative Asay asked what effect it would have
if they passed both of these bills.

Mr. Ballard replied that he thought the total in-
come of the state would benefit greatly because
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there would be a number of barrels produced that
would not be produced otherwise and this would
mean tax dollars to the state and, if the opera-
ting expense can be held down, then you are adding
to the life of the well tremendously.

Representative Schye asked about some statistics.

Mr. Ballard answered that the state averages 80,000
barrels of oil a day, there are 4,414 wells in the
state, 2,100 of these are strippers and strippers
produce about 8,000 barrels a day.

Representative Ream asked if he was assuming a con-
stant price when he stated that they could extend
the life for three or four years.

Mr. Ballard indicated that was right and they were
assuming the price is at the bottom.

Representative Sands asked what they would project
for 1986 and 1987 for the cost of oil.

Mr. Smith answered that their company makes long
range projections on this, but they feel on the

short term that they will drop another $1.00 to

$2.00 a barrel and the o0il glut is real and they
are having a tough time trying to keep that oil

price up.

Representative Harp asked what the position of the
governor was in this.

Terry Johnson replied that he could not speak for
the governor's office on this particular issue,

but based on the fiscal note, there would be a drop
in general revenues and a drop in local government,
but it does not address the issue of what would happen
if they did not have this legislation.

There were no further questions.
Representative Haynes indicated that she would accept
the amendments and added that 95% of the wells in

western Montana are stripper wells.

The hearing on this bill was closed.
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CONSIDERATION OF HOUSE BILL 696: Representative Kitsel-
man, District 95, Billings, stated that this bill
strikes the language on the bottom of page 2 and allows
the valuation of property to use the list on lines

20 teo 25 on page 1 and lines 1 and 2 on page 2.

PROPONENTS: Dennis Burr, representing Mountain Bell,
explained that the purpose of this rule was to allow
the department some flexibility in determining the
cost factor of value. He indicated that the language
that was found objectionable by Mountain Bell is

the part that is stricken on page 2. He passed out
to the committee Exhibit 5. He said that there is
no question but what these taxes will be paid under
protest and the companies would probably ultimately
prevail.

John Alke, representing the Montana-Dakota Utilities
Company, stated that their earnings are limited, by
law, to original cost or depreciation and the depart-
ment's rule says it can be based on replacement cost
and this is blatently inconsistent.

Stan Kaleczyc, representing the Burlington Northern,
Inc., gave a statement in support of this bill.

Mike Zimmerman, representing the Montana Power Com-
pany, stated that they support this bill for the
same reasons as stated by Mr. Burr.

There were no further proponents.

OPPONENTS: There were none.

QUESTIONS ON HOUSE BILL 696: Representative Raney
asked what effect would this bill have on the general
fund in respect to SB 48 and HB 240.

Gregg Groepper, Administrator of the Property Assess-
ment Division of the Department of Revenue, said

that probably the original cost depreciated is the
best and a fair indicator of the cost, but for a
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non-regulated utility, it is probably appropriate
that they look at other cost indicators and deter-
mine whether or not those are good indicators. He
explained that he did not think this change in the
bill will make a difference on how they value regu-
lated utilities and, if SB 48 goes through or if
HB 240 goes through, and this puts rail lines and
motor carriers and airlines in a separate class,
he would expect that it maybe did not make a dif-
ference. He said that he was going to take the
proponents at their word that they still have the
flexibility to look at these different measures of
cost.

Representative Harp asked how much property tax
each utility pavs. The response was that Montana
Power paid $20 million, Mountain Bell paid $17.7
million last year and Burlington Northern paid
between $8 and $9 million in 1984.

Representative Sands asked 1if there were any problems
with the separation of powers in this bill.

Mr. Burr replied that if you were going to have a
department amend the rule years ago, you did it by

a resolution, but on a number of occasions the legis-
lature passed resolutions to that effect, but the
department said they did not have to follow a resolu-
tion and now they have a bill to amend the rules

so they can pass a law that these rules are based

on, so he did not see a problem.

There were no further gquestions.

Representative Kitselman closed and Chairman Devlin
closed the hearing on this bill.

EXECUTIVE SESSION

DISPOSITION OF HOUSE BILL 696: Representative Harp
moved that this bill DO PASS.

The motion carried with Representative Keenan voting
no.
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CONSIDERATION OF HOUSE BILL 689: Representative Mena-

han introduced Dave Fisher to explain this bill, which

increases the percentage amount paid from the insurance
premium tax for deposit in the volunteer firefighters'

pension trust fund.

PROPONENTS: Dave Fisher, Fire Chief and member of the
Montana-Alberta Fire Assoclation, member of the Montana
State Fire Chiefs and member of the Montana Volunteer
Firemen's Association, gave a history of events leading
to this bill. He handed the committee Exhibit 6.

He indicated that this bill is amendable and that they
are not trying to hurt anybody's pensicn system.

There were no further proponents.

OPPONENTS: Lyle P. Nageli, Vice President At Large
f the Montana Volunteer Firemens' Association, offered
testimony in opposition to this bill. See Exhibit 7.

There were no further opponents.

QUESTIONS ON HOUSE BILL 639: Reprecentative llarring-
ton asked why did one of the volunteer firemen say
they want this and the other said they did not.

Mr. Nagel replied that they got what they wanted in
the last sessicn of the legisiature - they got their
pension limits raised from $10C0.00 to $200.00 and
they passed HB 197 on the senate, which increases

the pension benefits for surviving spouses and depen-—
dent chiidren from $2,000.00 to $4,000.00 and now,
they are saying they have to have 3% more and they
feel that this may jecpardize HB 197.

Mr. Fisher explained that they do not get a pensicn

up to $2u0.uU0, this was a cap on it and the cap 1is
that you cannct pay above that. He also intormed

the ccmmittee that the $2,000.00 to $4,u00.00 pasical-
ly has no effect and one of tne reasons 15 that the
funa is down as there was a 1css of $1 million of
insurance premium paid into the state and when this
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occurred, it affected their fund by some $30,000.00,
and he would remind the committee that he was the
gentlemen that lobbied for this.

There were no further questions.

The hearing on this bill closed.

CONSIDERATION OF HOUSE BILL 845: Representative Schye,
District 18, Glasgow, said that this was a bill that

was brought to him by the county commissioners and
he would have them explain it.

David Nielsen, County Attorney in Valley County, said
that a problem that has been obviocus is a provision
in the law that when improvements are removed from
real property and removed from the county, they do
not have an effective way to collect the taxes and

he gave the example of the Opheim Air Force Base,
wherein the government sold thirty units of housing
to a private party and they removed the units and
made no secret of the fact that they had no inten-
tion of paying the taxes on this.

Howard Cornwall, Chairman of the County Commissioners
in Valley County, stated that permanent real estate
has become mobile and three years is a long time to
wait to collect taxes.

Gloria Paladichuk, President of the Montana Associa-
tion of County Treasurers, testified that of the
taxes that are the most difficult to collect are
taxes on any property that has been moved.

Charles Graveley, representing the Montana Associa-
tion of County Treasurers, said that part of this
problem was covered in HB 172 and another bill, HB
425, but this bill goes a little further than the
other two bills and he did not see any conflict
with any of the other two bills.

There were no further proponents.



Taxation Committee
February 22, 1985
Page Nine '

OPPONENTS: There were none.

QUESTIONS ON HOUSE BILL 845: Representative Switzer
asked how long were the buildings empty and were they
on the tax rolls any lengtn of time before this fel-
low moved them away.

Mr. Nielsen replied that the deed conveying the hous-
ing was recorded last fall and many of the houses
were moved outside of Valley County.

Representative Switzer said he was trying to establish
if it was a very large amcunt of money that they are
talking about.

Mr. Cornwall informed the committee that they were

in anticipation of a much larger scale to this prob-
lem with the former Glasgow air base and they are
talking about millions of dollars of housing and there
are 1500 units of housing there. He continued that

it was not their intention to jeopardize people's
rights to have three-years grace period on their
delinquent taxes and the only thing they are asking

is if they move the property, the taxes have to be
paid.

Chairman Devlin asked if they move a house to another
county, doesn't that county pick up that house on their
tax rolls immediately.

Mr. Graveley replied that they should pick it up on
the next assessment.

Mr. Groepper clarified that the way it is right now
is if you move a structure onto a permanent founda-
tion, and that happens after the first of the vyear,
it goes until the following January 1, because it

is an improvement on real property, but if a unit

is moved out of Valley County today and goes to Jef-
ferson County, it will not be picked up on the tax
rolls until January 1, 1986 and the first tax due

on that structure will be November, 1986.
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Representative Asay asked if they have to have a moving
permit.

Mr. Groepper replied that this is one of the things
that they talked about and they considered that they
could treat this as a mobile home as once they take
the house off the foundation, it becomes personal
property and would be treated as a mobile home, then
they would have to get a permit and they also would
have to pay their taxes and that would be one way of
doing it.

Representative Gilbert said he was concerned about
those houses that have a tax liability owing on it
at the present time and then are moved.

Mr. Groepper replied that if they had an assessment
after the first of the year and then moved, the treasur-
er would calculate that liability and they would have
to pay that.

Representative Zabrocki asked about federal property
being taxed.

Mr. Groepper responded that if it is owned by the fed-
eral government, it is not taxable, but if you have a
leasehold improvement that is on federal ground, then
the leasehold improvement is taxable.

There were no further questions.

Representative Schye closed by saying they are not
trying to double tax people - they are just trying to
collect the taxes that are due.

The hearing on this bill was closed.

EXECUTIVE SESSION:

DISPOSITION OF HOUSE BILL 845: Representative Ream
moved that this bill DO PASS. Representative Ream
moved that they amend the bill by adding "effective
upon passage." The motion carried unanimously.
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Representative Sands indicated that he was concerned
about the penalty and asked what they did about mobile
homes.

Mr. Groepper replied that if they are stopped and they
do not have a moving permit, they are fined $500.00
and it is not a misdemeanor.

Representative Ream moved that they amend the bill

to have it the same penalty that would coincide with
the penalty concerning mobile homes. The motion car-
ried unanimously.

Representative Ream moved DO PASS AS AMENDED. The
motion carried unanimously.

DISPOSITION OF HOUSE BILL 815: Representative Asay
moved that this bill DO PASS.

Representative Gilbert asked if they found out the
question of how much this would cost to administer.
The committee stood at ease while a fiscal note was
obtained.

Representative Gilbert said that if you look at the
bottom line of the fiscal note, it shows $15,000.00
a year and it figures out that 54.4% of the money
brought in will be eaten up in administration and
he made a substitute motion to DO NOT PASS.

Representative Switzer stated that he did not see how
it could be that expensive and he wondered who was
getting all the money and where does it go.

Representative Ellison indicated that they assume it
is going to be the same as the wild-game check-off
and he would submit that there are a lot more people
interested in school kids than there are in wild game,
and he thought they could possibly have three times
that amount.
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Chairman Devlin commented that the wild-game check-off
cost $9,000.00 and he cannot understand how this gets
to $21,000.00.

Mr. Groepper answered that last session there were
several bills like this and there was a 28% increase
in the amount of key strokes but there was no money

or staff to put the information into the computer

and so they are trying to make sure they have these
figures accurate and he felt that this was a much more
accurate reflection of the cost than the fiscal notes
were last time.

Chairman Devlin asked again about the $9,000.00 cost
on the other check-off bill.

Mr. Groepper replied that there is a cost of readjust-
ing the computer program, than there is a cost direct-
ly attributable to the amount of information and then
there is the added cost of each piece of legislation
and if there is a check-off, how much is it going to
cost to just change this thing.

Chairman Devlin noted that they have $1,000.00 down
for desk, chair and space and he asked if they were
out of space.

Mr. Groepper responded that space is tight and he did
not really know about the equipment.

Representative Cohen made a motion to TABLE this bill.
A vote was taken and it tied 9-yes votes and 9-no votes.
See Roll Call Vote. The motion failed.

There was considerably more discussion and a vote

was taken on the DO NOT PASS motion. The motion failed
with a 9 to 9 vote. The bill will be sent to the

floor of the house with a WITHOUT RECOMMENDATION vote.

ADJOURNMENT: There being no further business, the
meeting adjourned at 9:54 a.m. P
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DAILY ROLL CALL

-

HOUSE TAXATION COMMITTEE
49th LEGISLATIVE SESSION -- 1985
Date February 22, 1985

Cwaxe | ereEsexr | ABSENT | EXCUSED |
DEVLIN, GERRY, Chrm. X
WILLIAMS, MEL, V. Chrm. X
ABRAMS, HUGH X
ASAY, TOM X
COHEN, BEN X
ELLISON, ORVAL X
GILBERT, BOB X
HANSON, MARIAN X
HARRINGTON, DAN X
HARP, JOHN X
IVERSON, DENNIS X
KEENAN, NANCY X
KOEHNKE, FRANCIS X
PATTERSON, JOHN X
RANEY, BOB X
REAM, BOB X
SANDS, JACK X
SCHYE, TED X
SWITZER, DEAN X

ZABROCKI, CARL X 4

|

|

’i

|

|
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STANDING COMMITTEE REPORT

SPEALER:
MR SPEARER:

We, YOUr COMMITIE. ON ...ocvvveeiverieireeeniiiereenerenns ? MTIOE‘ ..........................................................
having had under consideration iiO{}Sﬁ ...............................................................
. A
firsc reading copy ( white )

color

Bilt Nosf}6 ........

Al ACT REBLATING TO 'TEE COST INDICATOR USED I TEE VALUATION

- OF CENTRALLY ASSESSED PROPERTIES;

Respectfully report as follows: That;"{‘}{}‘m3 ............................................................ Bill No...... 6 96 .....
DO PASS
care pus. co, Crmive T 'Ig’ ..................... G

Helena, Mont.

COrNAAAMMITTED: CEDETADY



STANDING COMMITTEE REPORT

DOREARERL
We, YOUF COMMITIER O .ereveeerereeeereeseeereeeseeseee o MRS E R GIR oeeee ettt ee st en e eens

having had under consideration .........ccccccvvininvinenecnnnn. HOUSE Bill No....245....

first reading copy (__¥hite )

A ACT PROLIBITING RELCCATION OF Ifi?ROVK?ﬁEHTS OB LEASEROLD IM-
PROVEMENTS FROM TEEIR TAXABLE SITUS UNLESS PROPERTY PAXES DUE
PAID; PROVIDING PEHALTIES:

Respectfully report as follows: That HOUSE Bill No..BA5%

e amended as fFolluwut

e Titla, lins 8,

?allawiza: DA

Tnwerl: M AHD PROVIDIHG AYM TIHBDTATE OPPROTIVE DATE AxND 3%
APPLICARTLITY Dapn”

ainaG iﬁ Jua&sﬁ ile a3 nrovided ir 1504004413

?s';zs:a,::.‘::;@z"
And as amended

DO PASS

STATE PUB. CO. GRRNY DrVLIN, Chairman.

Hetlena, Mont.
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STANDING COMMITTEE REPORT

............... February 22 1933 .
MR. ....... SPLANERT o
We, yOoUr COMMItLEE ON ....vveveeirerecireesieenerieeens b2 € £ & OO
having had Under CONSIEration ...............oovoveereeeennes HOBESE. e Bill No..3X5........
first reading copy (__White )
color

AN ACT PO PROVIDL FUHDS FOR A¥ AGRICULTURE I HOMTANA SCHOOLS
PROGRAM THROUGH A¥ INCOME TAX RETURN CUZECKOPF.

Respectfully report as follows: ThathﬂSf‘i ........................................................... Bill No..... 315 ......

WITLOUT RUCOMMENDATION
BSEPABK

........... R R SR AR e b s b en
STATE PUB. CO. GERRY DLVLIN, Chairman.
Hetena, Mont,

o e B 4 L A Aemmtan B BME 4 B ok b Ppmmms A NSNS



ROLL CALL VOTE

HOUSE COMMITTEE TAXATION

DATE February 22, 1985 BILL NO. HB 815 TIME

NAME ’ AYE NAY
DEVLIN, GERRY, Chrm. X
WILLIAMS, MEL, V.Chrm. X

ABRAMS, HUGH X

ASAY, TOM X
COHEN, BEN X

ELLISON, ORVAL ' ' X
GILBERT, BOB X

HANSON, MARIAN X
HARRINGTON, DAN

HARP, JOHN . X
IVERSON, DENNIS

KEENAN, NANCY X

KOEHNKE, FRANCIS X
PATTERSON, JOHN X
RANEY, BOB X

REAM, BOB X

SANDS, JACK X
SCHYE, TED X

SWITZER, DEAN X
ZABROCKI., CARL X

Secretary Alice Omang Chairman Gerry Devlin

Motion: Table

Cs~31
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HE 787

2/ 23/ks

T0: House Taxation Committee ‘

Re: HB 787
Reduction of Severance Tax on Stripper Well

Dear Mr. Chairman: g

As operator of approximately 100 stripper wells in the Pondera 0il Field,
Pondera and Teton Counties, Montana, I am extremely interested in the fate of
HB 787 which reduces severance tax on strippers by 17. It costs as much to .
operate a stripper well as it does to operate any other, but because of the
low volume of production, these wells are marginally profitable. Anything
which will reduce the cost of operation will extend the productive life of
these wells, and as long as the wells are profitably producing, everyone
benefits: producers, royalty owners, state and county govermment, alike.

HB 787 should be passed for the following reasons:
(1) 957 of the oil wells in Western Montana are strippers;

(2) The price of oil today is the lowest that it has been in over g
5 years;

(3) The cost of operation is increasing (increased costs of electricity f%
pumping, water disposal, etc.) ' )

(4) Many wells will fall below the economic limit this year as a result J
of 2 and 3 above; :

(5) HB 787 will aid in extending the productive life of these wells thus
resulting in more tax income rather than less. A well that is plugged
yields 0 tax dollars.

I am presenting two graphs which relate income to expense on two stripper g
leases that I operate. Each graph has a curve that depicts gross revenue, -
total expense, operating expense and capital/workover expense. Graph No. 1
shows that without investment of additional capital, these leases would have g
become unprofitable to operate in 1985. Graph No. 2 shows that the workover
work that we did in 1983 (at considerable expense) extended the life of these
leases for at least 5 more years, provided that expenses do not accelerate.
(A decline parallel to that of 1980, 1981 and 1982 is anticipated.)

Small operators do not have the financial ability to workover all the
stripper leases in Montana, nor do all the strippers respond to treatment as
did the FLB and Thomas leases; therefore, graph No. 1 may be considered
more typical than Graph No. 2. However, the slight tax reduction of HB 787
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House Taxation Committee

will delay the crossing of income and expense curves and provide operators
with incentives to keep pumping these marginal wells and perhaps invest the
dollars for workovers that might further extend the productive life.

I strongly urge the Taxation Committee, and the Legislature as a whole,
to pass this bill.

Very truly yours,

W WM altrent

W. W. Ballard
Balcron 0il Co.
Billings, Montana

February 22, 1985
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FLB and Thomas Leases
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L £vhibs 72 CHRIS OWEN
. . HB 757 RIMROCK OIL

- 2/83/ps— - BOX 792

- CUT BANK, MT. 59427
CHAIRPERSON AND MEMBERS OF THE TAXATION COMMITTEE: |

| THANK YOU FOR THIS OPPORTUNITY TO EXPRESS MY FEELINGS REGARDING HOUSE
BILL 787. |

THIS BILL INDEED FOLLOWS THE SPIRIT AND SCOPE OF GOVENOR SCHWINDENS,
"BUILD MONTANA PROGRAM". IT IS AN OPPORTUNITY FOR STATE GOVERNMENT TO
PARTICIPATE HAND-IN-HAND WITH SMALL OIL PRODUCERS IN EXTENDING THE
ECONOMIC LIFE OF "STRIPPER WELLS". | THINK THAT WE NEED TO EXAMINE THE
POSSIBLE BENEFITS OF THE PROPOSED LEGISLATION.

PRESENTLY, THE STATE COLLECTS 6% OF GROSS REVENUE FROM "STRIPPER WELLS",
HOWEVER, THESE WELLS ARE RAPIDLY BECOMING NONECONOMIC. THE NONECONOMIC

STATUS OF ANY WELL CAN MEAN ONLY ONE THING, THE PLUGGING AND ABANDONING

'OF THAT WELL.' ABANDONMENT OF WELLS THAT HAVE BECOME NONECONOMIC BUT ARE

STILL CAPABLE OF PRODUCTION NOT ONLY STOPS AN INCOME SOURCE TO THE STATE,
BUT ALSO ELIMINATES TAXABLE VALUE FROM COUNTY TAX ROLLS. A REDUCTION IN
THE SEVERANCE TAX TO 4% WOULD PROVIDE SOME NEEDED RELIEF AND WOULD HELP
TO EXTEND THE ECONOMIC LIFE OF THESE WELLS.

ASIDE FROM DIRECT INCOME BENEFITS TO THE STATE AND PRODUCER, INDIRECT
BENEIFITS SHOULD ALSO BE EXAMINED. THIRD PARTY SERVICES WHICH INCLUDE
WELL SERVICING COMPANIES, CRUDE OIL PURCHASERS, PUMPERS, TRUCKERS, AND
MANY, MANY, OTHERS WOULD CONTINUE TO EXIST IN THE LOCAL ECONOMIES. 1
MIGHT ADD, THAT IN OUR ECONOMIC AREA WHICH INCLUDES TOOLE, GLACIER, AM™
PONDERA COUNTIES, "STRIPPER WELLS" PLAY A MAJOR ROLL IN SHAPING THE

BACKBONE OF OUR ECONOMIES.



ADDITIONAL BENEFITS FROM THIS BILL COULD INCLUDE ADDED INCENTIVES FOR

FURTHER DRILLING AND D_EVELOPMENT IN STRIPPER AREAS. ENCOURAGING NEW‘

PRODUCTION IN STRIPPER COUNTRY WOULD MEAN A NEW SOURCE OF INCOME TO
BOTH STATE AND THE PRODUCER, NOT TO MENTION THE EMPLOYMENT THAT

]

WOULD BE CREATED. BY EXTENDING THE LIFE OF PRESENTLY PRCDUCING WELLS

AND ENCOURAGING FURTHER DEVELOPMENT IN MARGINALLY PRODUCTIVE AREAS A

GREATER PERCENTAGE OF OIL IN PLACE COULD BE RECOVERED. THUS THIS BILL
WOULD DOUBLE AS A CONSERVATION MEASURE.

| URGE EACH OF YOU TO LOOK BEYOND PRESENT TAX REVENUES. RATHER, LET US

LOOK TOWARD LONG-TERM BENEFITS THAT WOULD RESULT FROM EXTENDING THE LIFE g
OF OUR WELLS. MORE TAX REVENUE COLLECTED FROM STRIPPER WELLS TODAY

COULD MEAN NO TAX REVENUE COLLECTED FROM THESE WELLS TOMARROW. WE IN H
THE OIL PRODUCING BUSINESS REALIZE THE DIFFICULTY ENCOUNTERED WITH ANY

TAX REDUCTION LEGISLATION. HOWEVER, WE FEEL IT NECESSARY TO SUPPORT

HOUSE BILL 787 FOR THE MUTUAL BENEFIT FOR THIS STATE AND ITS CITIZENS. |

o

ASK EACH OF YOU TO HELP US, THE SMALL OIL PRODUCERS, MAINTAIN OUR ECONOMIES

AND HELP BUILD MONTANA.

[ e

i
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The barrel of oil that the stripper well produces benefits not
only the producer, it also provides a livelihood for other busi-
nessconnected with the oil industry. The stripper well operator
will hire employees to help him operate the well and pay those
employees from the sale proceeds of the oil produced. The
stripper well operator will buy supplies from oilfield supply
houses who in turn employ individuals and pay them with the money
received from the stripper well operator. The stripper well
owner may hire or contract with individuals or businesses for
workover and servicing of existing stripper wells. The oil pro-
duced from the stripper well must also pay for these costs which

represent additional jobs for the community.

The individuals and businesses which supply goods and services to
the stripper well owner in turn must purchase goods and services
from other businesses .in the community. Therefore, it is easy to
see that the stripper well owner is at the bottom of a large
upside down pyramid of individuals and businesses whose well
being and livelihood depend upon the production from that

stripper well.

The vast majority of stripper wells in northcentral Montana are
not owned by major oil companies, rather they are owned by "mom
and pop" businesses, just as is the corner grocery store, the

local hardware store or the family farm.

It is also obvious that tax dollars generated from the indivi-
duals and businesses who rely on the production from a stripper
well will far out weigh any revenue loss from the proposed reduc-

tion in severence tax with respect to stripper wells.

In conclusion, I strongly urge the committee to recommend passage
of Representative Haynfs bill to reduce the severence tax on

stripper oil wells from 5% to 4%.

E\(A/A/ /”3
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STATE OF MONTANA OIL % GAS LEASE
NL/ZZNWL1/74 SEC. 18, 34 NORTH, 2 WEST
TOOLE COUNTY, MONTANA

YEAR ENDING DECEMBER 31, 1984

3379.08
27.83751

R40465.19

NUMEER  DF
OVE FRICE

> DOF 0TI
BEL.

SO.D

FFe

TOTAL PRODUCTION

FOYELLTY 0. 125
AN TEX GL O
FRODUCTION TaX 0.0008
FIT TAX 0. 008

11758.15
49:8.42
65.85
470.33

STATE

[sd sl

17232, 75

L

ASHUMES A 185Y DECLINE IN
FRICE THAT THE OIL I8

FRODUCTION AND THE FRICE OF THE
BEING FURCHASED

THE YEAR 1935
OIL 18 THE CURRENT

THE FOIMT OF THIS EXHIRBIT TS THAT AT
ETTHER FRODUCTION OR THE PRICE OF 0OIL.,
FROM THESE WELLS IS DECREASING. IT
REVENUE T0O THE GTATE, NOT ONLY IN THE SEVERANCE TAX, BUT ALSO IN THE

ROYALTY. IT IS ALSO A DECLINE IN THE WOREING INTEREST'S REVENUE WHILE
OFERATING COSTS ARE NOT DECLLINING.
STOM TS GOING TO HAVE TO RE
TR FRODUCTION. UNLESS TH
COMARGTRAL WELLS MAaY BE TAEEN OUT OF

THE PFRESENT RATE OF DECLINE IN
THE AMOUNT OF REVENUE OBTAINED

REETS SOME RELIEF FROM SOME SOURCE,
FRODUCTION.

SEAGON, IT IS FELT THAT A REDUCTION OF THE SEVERANCE TAX ON

THIS K
STRIPFER FRODUCTION WOULD RE
MELLS.  IF THESE WELLS ARE KEFT
THE TR RETURN THROUGH AN INCREASED L IFE
STATE STANDSG TD LOSE NOT ONLY THE SEVERANCE TAX,

ON STATE LEASES THAT HAVE MARGINAL STRIFFER WELLS

FOR

IN FRODUCTION, THE STATE WOULD RECEIVE
OF THE WELL.. IF IT DOES NOT,
BUT ALSO THE ROYALTY

IN THESE WELLS WHEN CONSIDERING

F O

[ ST N I T A

THE STATE S
PRI Y.

/@Mf/ (ﬂv%\»ﬁf;

Z-22 A

ITNVESTHENT

1% REALIZED THAT THIS IS A DECLINE IN

THIS MEANS THAT WITH THE MARGINAL WELLS,
MADE AS TO WHETHER THE WELL IS FEASIBLE
'y MANY

THE

# ' Exhidb,F ¢
HEB 2827 ﬁ
2/22/6 5"

Se o G-a.7-¢,

8257 83
3468.21

46,24
EEOEiI

12102.39

13-4 ¢ 2N

CONSIDERED AN INVESTMENT BY THE STATE IN THESE




- @ HE 694
1984 - . Ras/5 s
ST - Denncs Burm .~

MOUNTAIN STATES TE-ILEPHONE & TELEGRAPH i

REVISED

N

i COST INDICATOR: . i
N Piant Depreciated . S 6,l+l49,Ll99.;00‘0"'.,‘1"il
LEO Plant Held for Future Use 4,756,000;
' ' "Materials & Supplies 57,607,000
6,511,862,000 947 7730°°
INCOME INDICATOR: e
1982 1983 L
% 542,238,842 619,962,823 SEET
CC Avg. 581,100,833 |
Cap Rate 13% 4, 470,006,000
CONCLUSION OF VALUE $ 5,286,748,000 G:%-éﬁ)lliloa.
Work in Progress , 210,605,000
5,497,353,000 6,799,13600
ALLOCATION 6.59% $§  362,276,000. 4'/48;[0'[;;'9;&:
vt
‘:'..'-.—..s

23% inerease  in

Al D N\ YT aesol T

TN e~

=

~ Qe buuiiaPrt s DU Sow
*\,"\,...«“Y'L‘},f\\ _—2a iR . -




|

EvhebrV b
HE 659

PREMIUM TAX DISTRIBVTION TC LOCAL FIRE DEPARTMENT RELIEF ASSOCIATION FOR THE

TWELVE MONTH PERIOD ENDED DECEMBER 31, 1982 (FY84) ;3/Qgﬁé/j;f~f i
M /9N -7, A Dav e F/d@

CITY AMOUNT %

ALBERTON S 265.

BELGRADE 3,442

BELT 600.

BIG SANDY 892.

BIG TIMBER 2,138

BOULDER 1,017

BRIDGER 867.

BROADUS 965,

BROADVIEW 233.

BROWNING 633.

CASCADE 673.

CHESTER 1,574

CHINOOK 1,890

CHOTEAU 2,177

CIRCLE 1,1,

CLYDE PARK 243.

COLUMBIA FALLS 5,134. -

COLUMBUS 2,163.

CONRAD 4,557

CULBERTSON 1,10,

CUT BAXK 5,076

DARBY 538.

DEER LODGE 4,352

DENTON 454

DILLON (4,933

DODSON e

DRIRDICND 457.

DUTTON 374,

EAST HELENA '5,757.

EXALAKA 5547~

ENNIS 971.

EUREKA 1,203

FAIRFIELD " at0.

FAIRVIEW (l;9§§5

FORSYTH
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CITY AMOUNT
FORT BENTON 2,381
FROID 366.
FROMBERG 417
GERALDINE 360.
GLASGOW 6,475
GRASS RANGE 112
HAMILTON 4,628
HARDIN 4,576
HARLEM 1,110
HINGHAM 281
HOBSON 225
HCT SPRINGS 490
HYSHAM 468.
JOLIET 647.
JORDAN 561.
JUDITH GAP 119.
LAUREL 7,832
LAVINA 165.
LIBBY 5,716
LODGE GRASS 281.
MALTA 3,757
MANHATTAN 1,305
MEDICINE LAKE 370.
MOORE 210.
PHILLIPSBURG 822.
PLAINS 1,388.
PLENTYWOOD 3,929,
PLEVNA 176.
POLSON 4,115.
POPLAR 939.
RED LODGE 3,013.
RONAN 2,199,
ROUNDUP 2,381.
RYEGATE 304.
SACO 296 
ST. IGNATIUS 525.
SCOBEY 1,501.
SHELBY

3,703.



Page 3

CITY AMOUNT
SHERIDAN 816,
SIDNEY 9,327.
STANFORD 714.
STEVENSVILLE 1,335.
SUNBURST 418.
SUPERIOR 1,194,
TERRY 966. —
THOMPSON FALLS 1,609.
THREE FORKS 1,434.
TOWNSEND 2,086.
TWIN BRIDGES 681.
VALIER 831.
VIRGINIA CITY 255.
WALKERVILLE 509.
WESTBY 209.
WEST YELLOWSiiil 2,169,
WHLTE FISH 6,120.
WHITE SULPHUR SPRINGS 1,171.
WHITEHALL 1,168.
WIBAUX 879.
WINIFRED 137. _
WINNETT 158.
WOLF POINT

"

$

3,767.

167,614.00
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wont. Vol., Firemens ASsn.
IInuse Of Renresentatbives Re: [iB 689
Taxation Comnmittee
Gerry Devlin, Chairman

Ren. Devlin and Conmittee Liembers:

During the 19381 legislative session theiont. Vol. Firemens
Assn. asked the lezislature to change the way that fthe portion
of the tax on fire insurance premiums that goes to a fund to
fund the vensions for vol. firemen not in incorporated areas is
fizured. This would help our fund grow faster thereby allowing
1a;ger pension payments to be made. This legislation was passed.

During the 1983 session we agzain asked that the limit on
the Vol. firemen's pension be raised fromel00.00 perrmtionth to
£200,00 per month. This legislation also passed.

During this 1985 session we have asked, with HB 197, to
increase the maximum death benefits payable to a surviving spouse
or denendent children from $2000.00 to $4000,00., e are hapvoy to
mow that this bill has vassed the house and been transmitted to
the senate.

Je had agreed that if we could get the lezislation that we
asked for in the past sessions we would not try to increase our

&
:

portion of the tax on fire insurance premiums for our pensirn r1und.

EB 689 was not sponsored by the iont., Vol, Firemen's Assn..
When the attachedletter dated Feb. 15, 1985 was mailed out it was
the first that some of the assn. offlicers znd firefighters had
heard of H3 689, Thils letter asks for support or comments for
B 689, To this date I have not received any written or oral
sunvort for this bill,

Also attached to this statement 1s a letter dated Dec. 17, 1
}984. It was sent to the Chairman and membewms of the House
?tate'ﬁdministration Com1, and the Iiouse Appropriations Comm.
in this letter I have highlighted portions that state that this
is not the time to make any chanzes in our pension fund except
Tor the increase in survivor benefits (EB 197).

tased on the information in this statement and the attached

letﬁe?sﬁw§>would hore that the committee wai 1d consider a
DO 0T FA35 decision on HB 689, Thank you for your time.

Lyle Piyliagel, aceagmmat

Y . - . .
_~ LoDbyist, iit. Vol. i'iremens AZin,

,.7‘,
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Montana Stat: Volunteer
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L : From the Office of
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- . 1914 Sherman . E

Butte, Montana 59701
December 17, 1984
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Honorable Walter.R. Sales, Chairman
House State Administration Committee -
39Q0 Stagecoach Trail

Manhattan, Montana 59714

Dear Representative Sales: “

You may be heazing from the Local Government Service Division or
other parties in regards to the Velunteer Firemen's Pension Fund,
which is now almostc $4 million and growing, and they may have some
suggestions or recommendations for action by the 1985 Legislature.
However, as the Secretary-Treasurer of The Montana State Volunteer
Firemen's Association for the past 24 ycars and as one of the members
who before 1960 began toc work and lobby to set up a pension program
for volunteer firemen in unincorporated areas, I sincercly hope that
there will be no suggestion of either grouping this fund with any
other group, or making any changes in the program, and I hope you
will see fit to just let it operate as it is. We are happy with the
people that are making our investments and believe the fuud is in
good hands.

To just help you understand more about this fund I would like to
list some of the whys, where and how we hope it will continue, so
that volunteer firemen in these unincorporated areas will benefit in
years down the line for all public service they have rendered in
their little communities, towns and villages. We believe that these
volunteer firemen are a dedicated group of volunteers who without pay
and sometimes criticized, get up at all hours of the night in freezing
weather, or serve in extreme heat, to fight fires or assist in first
aid, and sometimes even risk their lives. The pension is a very
modest reward in recognition of their efforts after 20 or 30 years of ¥
free public service.

Dedicalod Lo lﬁo. Boadlosmeond o/ the Fre @‘y/olmy Service

It is not what this Assoriatios fe doing for you, but what ore vou doing for the Asscciaticn



The program promotes and encourages proficiency, because to be
eligible a firemen must take regular training (at least 30 hours/year)
during his active years. 20 years' service is required for full
eligibility, although partial eligibility can be established with
shorter service, in case of disability or in other limited circum-
stances. -

The program is funded through a small part of the tax on fire
insurance premiums. The State Auditors Office i1s responsible for
collecting fire insurance premium taxes throughout the state. The
Volunteer Firemen's Pension Fund receives approximately 57 of the
monies collected. The interest derived from this fund also goes back
into the fund.

In the mid 1960s and afterwards, with the help of Mr. Andrew J.
Kiely, Fiscal Officer with the Industrial Accident Board, or what it
is now called the Division of Workman's Comp., Mr. Larry Nachtsheim,
Administrator of P.E.R.S., along with several officers and members of
the Volunteer Services, and Mr. Keith Johnson, our attorney, this
program was devised and developed. 1In order to build up a fund that
would support a reasonable pension, it was provided from the beginning
that the fund would accumulate and no pensions would be paid until
the fund reached $1 million. After that, 957 of the excess over $1 &

million has been paid out in pensions each year, and the other 5. is _X\

retained to let the fund grow further. This is a sound fiscal arrange-=
\".

ment, and makes sure that down the line there will be a fund for the
younger volunteer firemen who may retire in future years. 1In the

future when the fund is large enough we could perhaps amend the law
to make sure that those volunteer firemen will receive a more reason-
able pension, but this is not the time to make any drastic changes,

with the minor exception of one bill that will be introduced in the
coming legislative session to increase the maximum from $2,000.00 :to

$4,000.00 which may be paid to the widow or children of a qualified
volunteer firemen. '

It was in the late 1970s that the first pension was paid and the
' benefits finally reached-a peak in 1982, ‘paying approximately $114.00
per month, and in 1984 it dropped to approximately $71.00 per month.
The reason for this was a drop of approximately 127 in fire insurance
premium taxes in the state and a raise of 147 in the number of retired
volunteer firemen. It's obvious that the fund should be allowed to
grow further in order to eventually provide for. some reasonable
amount of pension, and we'd like to see the fund reach a base of
about $10 million. Even then it won't allow for much more than a
token pension, but it will at least continue to serve as an incentive
to service by-volunteer firemen, and a small expression of apprecia-
tion for their service.

After this program was set up in a fiscally sound way and has
. been successful in its operation, it would be a serious mistake to
r{allow any part of the fund to be diverted for any other purpose.

-
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I1f you'd like further information I will be happy to bring other
members to meet with you at anytime, and discuss any questions you

may have.

Very truly yours,

o /é/m

r hur J. Korn,
Secretary- Treasurer

cc: Members, State Administration Committee
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From the Office of
1914 Sherman

Butte, Montana 59701
" February 15, 1985
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_As the Secretary-Treasurer of the Montana State Volunteer Fireman's
Association for the past 24 years and as one of the members who before
1950: began to work and lobby to set up a pension program for volunteer
firemen ‘in” unincorporated areas- I would like to list some of the whys,
where and how we hope it will continue, so that volunteer firemen in
these’ unincorporated areas will benefit in years down the line for all
public«service ‘they have rendered in their little communities,

villages

.

towns and
We'believe that these volunteer firemen are a dedicated group

of ‘Volunteers who without pay and sometimes criticized, get up at all
to fight

of ‘the

£ gt

hours
fires”

night in freezing weather, or serve in extreme heat,
or+assist*in first aid, and sometimes even risk their lives. The

pension‘i'va“very modest reward in recognition of their efforts after 20

¥

or 30.years‘of ‘free public service.4
ARSI 1 ,‘_mwc,r; R ti‘u
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Tne program promotes and encourages proficiency, because to be
e“a fireman must take r reguIar training (at least 30 hours/year)

during%hig ‘dctive years. 20 years®' service is required for full eligi-

bilfty,
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although ‘partial eligibility can be established with shorter
service in case of disability or in other limited circumstances.

The' program is funded- through a small part of the tax on fire insur-

ance premiums. The State Auditors Office is responsible for collecting

‘firé ‘insurancé premium taxes throughout the state.

Pension 'Find ‘receives approximately 5% of the monies collected.

interbst derived from this fund also goes back into the fund.
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It is not what this Association is doing for you, but what are you doing for the Association
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The Volunteer Fireman's



In the mid 1960s and afterwards, with the help of Mr, Andrew J.
Kiely, Fiscal Officer with the Industrial Accident Board, or what it is
now called the Division of Workman's Comp., Mr. Larry Nachtsheim,
Administrator of P.E.R.S., along with several officers and members of
the Volunteer Services, and Mr. Keith Johnson, our attorney, this
program was devised and developed. In order to build up a fund that
would support a reasonable pension, it was provided from the beginning
that the -fund -would accumulate and_no pensions would be paid until the.
fund reached $1 million. After that, 95% of the insurance tax received
each year has been paid out in pensions and the other 5% is retained to
let the fund grow further along with interest from this fund. This is
a sound fiscal arrangement, and makes sure that down the line there will
be a fund for the younger volunteer firemen who may retire in future
years, In the future when the fund is large enough we could perhaps
amend the law to make sure that those volunteer firemen will receive a
more reasonable pension, but this is not the time to make any drastic
changes, with the minor exception of one bill that will be introduced
in the coming legislative session to increase the maximum from $2,000.00
to $4,000,00 which may be paid to the widow or children of a qualified
volunteer fireman.

It was in the late 1970s that the first pension was paid and the
benefits finally reached a peak in 1983, paying approximately $114,00
per month, and in 1984 it dropped to approximately $71.00 per month. The
reason for this was a drop of approximately 12% in fire insurance premium
taxes in the state and a raise of 14% in the number of retired volunteer
firemen. It's obvious that the fund should be allowed to grow further
in order to eventually provide for some reasonable amount of pension, and
we'd like to see the fund reach a base of about $10 million. Even then
it won't allow for much more than a token pension, but it will at least
continue to serve as an incentive to service by volunteer firemen, and a
small expression of appreciation for their service.

Now, in regards to HB 197 and HB 689, to make a brief explanation
of the reason for HB 197, raising the spouses benefit from $2,000.00 to
$4,000,00, the approximate number of spouses on the volunteer firemen
retirement averages at 4 spouses per year. As one spouse is [ully paid
off probably another spouse has become the beneficiary of the fireman.
Again, this averages out to approximately 4 each year since 1975, You
must remember, however, that some of these spouses are only entitled to
the $1,000.00 benefit as their volunteer firemen have not completed the
full 20 years and it i3 a well known fact that a retired volunteer fire-
man has reached his full 20 years and is over the age of 55 and will have
started to receive monthly benefits. So, there again, should he die his
spouses benefits would decrease by the amount of checks he has already
received. Assume, however, that there are approximately 4 each year and
we raise the_limit to $4,000.00, this still only means an $8,000.00 over-
all expenditure. So, this is merely a drop in the bucket to be taken out
of the overall pension benefit. The percentage would amount to about a
%% drop on each retirees benefit. At the present he receives approximately
$71.70, so the %% would make his pay check approximately $71.00.

-2 -



Now, on HB 689, there are approximately 386 retired volunteer
firemen drawing this pension. It is possible that there will be another
14% increase in the number of retirees in the 85-86 fiscal budget,

" however, we are not sure what happens to the insurance premiums. So,
taking all of this in consideration, the additional 3% for the retired
volunteers would mean about $278,000.00, thereby, bringing the volunteer
fireman's portion back up to approximately $100.00 per month. So, in
clarifying both issues, I would assume that both bills would be well
.received by both the spouses and the present retired firemen.

I have just received information from a good source that the paid
firemen and police are seeking additional percentages of insurance
increase. So, it seems we may as well get on the band wagon alsc.
Again, I would like to state that we would like to have your support ® & COMMENTS.
of both HB 197 and HB 689,

If the information I received is correct, HB 603, the 40 year age
limit bill, I believe, was killed in committee.

Sincerely yours,
7 ’,/
‘ ﬁéf/ 'ﬁz?é;//"

Arthur J, Korn,
Secretary-Treasurer
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PLEASE PRINT OR WRITE LEGIBLY

VISITORS' REGISTER

TAXATION COMMITTEE

BILL NO. HB 787 DATE February 22, 1985

SPONSOR Representative Hayne
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IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR WITNESS STATEMENT FORM.

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY.
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IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR WITNESS STATEMENT FOR],

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY.
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IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR WITNESS STATEMENT FORM.

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY.
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PHILLIPS OIL COMPANY €8 28 neyy

EXPLORATION AND PRODUCT!ON GROUP

CUT BANK, MONTANA 58427
BOX 938

February 26, 1985

Projected 0il Prices for
Cut Bank Crude
DCS-119-85

UFS: L15-2

Montana Petroleum Association
2030 11th Ave., Suite 23
Helena, Montana 59601

Attn: Mr. Darwin Van De Graaff

The following are the Phillips Oil Campany forecast crude oil
prices for the stripper wells in northwest Montana:

1985 $25.75/bbl
1986 $26.25/bbl
1987 $27.25/bbl

Your transmittal of this data to the House Taxation Cammittee
would be appreciated. During my testimony on February 22 on
the stripper tax bill, HB 787, I promised to furnish the above
projections to the Cammittee.

Sincerely,

A i

D.C. Smith
Area Manager

DCS/mke

cc: L. Williamson
D.F. Henderson
File (RC)
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77{044'444 PETROLEUM ASSOCIATION

A Division of the ROCKY MOUNTAIN OIL AND GAS ASSOCIATION

D. Van De Graaff

Executive Director 4 ¥

B ; 2030 11th Ave. Suite 23
=% Helena, Montana 59601
=== Helena Phone: (406) 442-7582
Billings Phone: (406) 252-3871





