MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE SENATE

January 16, 1987

The seventh meeting of the Senate Taxation Committee was
called to order at 8:00 A.M. on January 16, 1987 by
Chairman George McCallum in Room 413/415 of the Capitol
Building.

ROLL CALL: All committee members were present.

CONSIDERATION OF SB 87: Senator Gage, Senate District 5,
presented this bill to the committee. He stated he

was approached by a number of people in the last two
years with vehicles 20 and 25 years old where the license
fee continues to accelerate on those vehicles. If none
of the bills dealing with this make it through the session,
this bill provides that those vehicles that are eight
years old or older would not continue to accelerate but
stay at the same level. The bill indicates the present
level to be $10 and $15 although he has received informa-
tion that should be $12 and $18. If that is the case and
this bill does roll those back to $10 and $15, the fiscal
note may be incorrect.

PROPONENTS: None.

OPPONENTS: None.

QUESTIONS FROM THE COMMITTEE: Senator Halligan asked
Senator Gage if he was anticipating that Senator Smith's
bill may not pass. ’

Senator Gage said he probably would have put this bill
in no matter what, in the event Senator Smith's bill did
not pass.

Senator Halligan asked why he had used eight years.
Senator Gage said that is the lowest that we could get.

Senator Mazurek said he is not sure how this works. Will
this preclude the legislature from pushing the fees up.

Senator Gage said it will preclude them from bumping ap
8 year old or older vehicles unless the legislature went
back and changed the law.
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Senator Hirsch asked Senator Gage about the district
court fees and some of the other things that were put
on in the past. He asked if they would be able to es-
calate also.

Senator Gage said this does not apply to the block grant
or district court fees.

Senator Gage closed by stating the committee may want to
check the language in the bill to leave it at $12 and $18
so that the impact is not so great at this time.

Hearing closed on SB 87.

CONSIDERATION OF SB 90: Senator Hammond, Senate District 9,
presented this bill to the committee. This bill would

give a tax break to people who might build new homes or

do some remodeling on their existing home. There were
block grant monies made available for low income people

to get low interest loans and then the taxes were increased
to the point that they didn't know if they could make the
payments. He reviewed the section of the bill dealing
with new residences on page 5 and the exemptions allowed.
He said this allows an individual to speculate, they can
build a house and hold it and still not be stuck for

the taxes for three years until the house sells. On page

6 it states, "the assessed value of improvements, as set
forth in 15-24-1501, may be limited to a percentage of
market value upon application by the taxpayer." He said
any expansion that is made will have a break on the tax
value based on the increase that would occur because of

the expansion. The Department of Revenue will make some
comments on the time frame for making application.

PROPONENTS: None

OPPONENTS: Gordon Morris, Executive Director, Montana
Association of Counties, gave testimony in opposition to
this bill. He said he would certainly like to review the
fiscal note for this bill. The state of Montana certainly
needs tax reform and this is typical of the types of bills
that the legislature has considered both in the past and
the current session.

Greg Groepper, Department of Revenue, said he has some
comments on this bill from the administrative side. He
does not have a position on this bill. They have run into
problems in the past in this particular kind of property
tax relief. They would like to see a finite definition

of the application period. He said they would like to

see something that says they have to apply in the year
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that construction begins. They also would like to see

a finite definition of the construction period. They are
not trying to decide the length of time but a finite period
from the start of construction to some fixed period. This
ends confusion as to when the construction period is over
so the property gets back on the tax rolls. He said he
expects when the committee sees the fiscal note that

there will be some money in there for administrative

costs.

QUESTIONS FROM THE COMMITTEE: Senator Brown asked
Gordon Morris to enlarge on his statements of opposition
to this bill.

Mr. Morris said the problem with this bill is that this
bill ‘is typical of the type of erosion that they see
occuring within the property tax structure with a
particular portion being singled out for separate
consideration. This bill is giving special considera-
tion to small segments of the total tax structure and
would have a substantial impact on local governments.

Senator Eck asked Mr. Groepper if he had looked at whether
this would overlap with similar exemptions for low income
and elderly tax payers.

Greg Groepper said generally, unless the legislature
specifically tells us otherwise, those kind of tax
exemptions would run concurrently.

Senator Mazurek said we made some changes last session
in how local governments can determine SID assessments.
He asked Mr. Groepper if anything that was done last

session could be affected by this bill and if there is

a possibility that this could affect someone's SID pay-
ments.

Mr. Groepper said you do not see that in the SID pay-
ments. We do not apply these kinds of relief to SID
and special taxes.

Senator Crippen asked Mr. Groepper how they would provide
notice to people if this bill passes.

Mr. Groepper said we take an ad in the newspaper and send
press releases informing the public of a change in tax
laws.

Senator Halligan asked Senator Hammond if the basis for
this bill was to provide tax incentives or shelters for
building new residences.
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Senator Hammond said the basis for this bill was to find
ways to encourage people to make improvements on their
property without raising property taxes.

Senator Lybeck asked Senator Hammond how he would respond
to Mr. Morris' assertion that you are just dealing with
a small segment of the population.

Senator Hammond said it seems to him that it would

bring more property on the tax rolls eventually. It
doesn't take anything away from what exists right now

and after five years there will be an increase in taxable
valuation.

Senator Eck asked Mr. Groepper how state assessment is
done now on remodeling.

Mr. Groepper said on new construction now, if you started
building a house today, January 16, we wouldn't pick

that up until next January 1 on the tax rolls. If you
make an addition to your property in a tax year we do

not pick that up until the following year because it

did not exist as of assessment day. Our guideline for
the past three years is that we do not pick up the little
stuff except as the result of appraisal. Generally, if
it is big enough to effect a building permit then we

will pick that up.

Senator Eck said you pick those up on building permits
but in her local area they do not require building
permits. She asked Mr. Groepper if there was any way
of knowing that there is some new construction or people
are building onto their home.

Mr. Groepper said we have several ways, a building
permit, statewide electrical permit and permits through
the Health Department for septic. tanks. Of course, some
of those do not get picked up except as the result of an
appraisal.

Senator Mazurek referred to page 10, the stricken language,
and said it appears that the remodeling break has been

in the law before but "in no case may the benefit described
in subsection (1) apply to statewide levies." He asked
Senator Hammond why he now made this statewide.

Senator Hammond said if you are going to give a tax break
it should be for the whole state.

Senator Crippen said this bill is talking about different
classes of property. He asked Mr. Groepper if it was
allowable to discriminate between pieces of property

in different classes.
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Mr. Groepper said if that is a problem the problem
already exists currently. We do not have any litigation
over that.

Senator Hammond closed by stating this bill is nothing
but an incentive to build and remodel and make the
surroundings look a little better.

CONSIDERATION OF SB 89: Senator Keating, Senate District
44, presented this bill to the committee. He stated the
measure before you is a reduction in tax on extracted
material. The constitution was amended to require that
there be a Resource Indemnity Trust which would eventually
amount to $100 million and the purpose of that trust

fund was for reclamation and environmental disturbances
to the state. The rate was not established in the
constitution, it merely established the trust fund and
the total amount that the fund was to reach in an un-
specified time. 1In statute the legislature established

a tax of $25 minimum, plus 1/2 of 1% of something over
$5,000 ayear in production. That tax does not seem

like much but it has amounted to as much as $6 million
per year on the extraction industry whereby the fund has
reached $53 million. This bill would reduce the tax to
1/10 of 1%. There would still be a resource indemnity
tax that would flow to the trust fund, it merely slows
the growth of the trust fund. There were several studies
about the economics of the state over the past 5-6

years and almost every study concluded that Montana
relied too heavily on severance tax and severance tax
should be reduced in Montana to encourage more mining

and development in Montana. He furnished information for
the committee, attached as Exhibit 1. :

PROPONENTS: Janelle Fallan, Montana Petroleum Assn.,
gave testimony in support of this bill. She stated that
while the Resource Indemnity Trust tax 1s not a large
tax it is an irritating tax. We pay a severance tax,
conservation tax and post a bond that says that we will
reclaim the land and repair any damages caused to the
land.

Doug Abelin, Montana 0il and Gas Associlation, stood in
support of this bill.

James D. Mockler, Executive Director, Montana Coal
Council, gave testimony in support of this bill. He
said it is obvious we pay fairly heavily in taxes. The
Resource Indemnity Trust tax is a small tax but our
recovery will depend on whether or not something is done
with the taxes.
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Gary Langley, Executive Director, Montana Mining Assn.,
gave testimony in support of this bill. He said

taxes on the mining industry in Montana are among the
highest in the nation. The Resource Indemnity Trust
has been in existence since 1973 and historically the
money has never been spent for its intended purpose,
which is direct damage done to the environment from
natural resource extraction. Unless this tax is used
for its intended use, it should be reduced or eliminated.
He supports SB 89 on the principle that it will give
companies that are looking at Montana a positive signal
that Montana is doing something to adjust those high
taxes.

Don Ingels, Montana Chamber of Commerce, stood in support
of this bill.

OPPONENTS: George Ochenski, representing the Montana
Environmental Information Center, gave testimony in
opposition to this bill. A copy of his testimony is
attached as Exhibit 2.

Stan Bradshaw, representing the Montana Council of
Trout Unlimited, gave testimony in opposition to this
bill. He stated Trout Unlimited groups are organized to
protect and enhance trout and the waters they live in.
Water quality is important because of this. When you
consider the damage to water in this state, a lot can
be attributed to the industries of this state. An
important function of the use of the fund has been the
reclamation of the streams which have been damaged by
the historic practices of industry in the state. He
thinks the Resource. Indemnity Trust can repair those
streams in the future.

Shawn Egan, representing the Consolidated Government of
Butte Silver Bow, gave testimony in opposition to this
bill. He stated they feel any reduction in the tax

rate will seriously limit the state's ability to rectify
past environmental damages.

Larry Fasbender, Director, Department of Natural Resources,
testifying for the Governor, gave testimony in opposition
to this bill. He read excerpts from the House Journal,
Forty-Third Session, a copy of which is attached as Exhibit
He stated the Resource Indemnity Trust Account was passed
not to provide funds for operation of government, but so
that future generations would have some small share of the
resources that this state has. He thinks this is a small
amount to pass on to future generations.
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Russ Brown, Northern Plains Resource Council, gave
testimony in support of this bill. He stated the tax
is just, fair and necessary.

QUESTIONS FROM THE COMMITTEE: Senator Halligan asked
Senator Keating if he was concerned with how the money
is being spent.

Senator Keating said he does not have a problem with the
way the money is spent. The interest income is being
used for water development and environmental purposes.
He would point out though, contrary to the testimony
given, quite a bit of money is diverted to the general
revenue for the general operation of the state.

Senator Crippen said he thought the Governor wanted to
raid this during the special session. He asked Mr.
Fasbender to comment.

Larry Fasbender said you can't use the trust at all
although the interest has always been available for
general operation use or whatever.

Senator Crippen asked when the trust has been used.

Mr. Fasbender said the interest from the trust has been
spent in operation of government, in environmental areas
by the Department of State Lands and in health and
resources areas.

Senator Crippen said in listening to all the testimony
it seems like the central issue is that one side

says that business is bad and the industry is hurting
and the other side says business is great and gave

the figures to prove it. He asked Mr. Mockler to
comment.

Mr. Mockler said all you have to do is look at declining
production and declining prices to see what our production

will do in the future. Obviously our business is bad and
going down hill pretty rapidly. He said we pay $10 million
a year that goes into reclaiming all abandoned sites. He

thinks they pay enough.

Senator Mazurek asked Larry Fasbender if any projections
have been made on when we would reach $100 million in
the fund at the current rate.

Mr. Fasbender said given the present rate of $4 million
it would take between 8 and 10 years for the trust to
reach $100 million.
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Senator Mazurek asked Mr. Ochenski how he would respond
to the allegation from the various people who have
testified here today saying that they already pay under
the Hardrock Mining Act and Reclamation Law for any
damages.

George Ochenski said the new mines that are starting in
Montana do so without a great deal of environmental
objections. We do that with the understanding that we
have reached a point with both the tax structure and the
reclamation standards in the law whereby we feel our
state is protected. For this reason we decided we would
not come in with further increases in the RIT tax to
address environmental concerns. We now will have to get
back into the civil war and are no longer in harmony.

He cannot see where 1/2 of 1% tax can be construed as
placing an undue burden on industry.

Senator Eck asked Larry Fasbender if in the hearing on
this bill, the RIT tax, if it was stated that this should
be used fully for reclamation.

Mr. Fasbender said this is an ongoing debate. He 1is
unclear as to what the intent was. The idea was that
this would not be used for reclamation laws that were
being passed and laws on the books dealing with problems
of existing mines. Nothing was being done to address
the future laws and that was the reason RIT was put on
the books.

George Ochenski said you have heard comments about the
decline of revenues and it would seem to him that there
is only one reason for the decline and that is because
they are not producing that much o0il and not mining that
much coal.

Senator Eck said in looking at the chart of the taxes
that the industry pays, it appears that the highest
percent is county tax. She asked Senator Keating if

he thought the industry could get some support from

the counties in giving special consideration to lowering
their taxes.

Senator Keating said the legislature establishes the
county tax. The county has no way of adjusting their
tax on their own.

Senator Eck said she recognized that. We could give
the counties the opportunity of doing that if they want
to protect their industry. 1In most of those counties
their mill levy is way lower than the average across
the state. It would appear they could best afford to
provide some incentives to industry.
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Senator Keating said the legislature could have reduced
the county tax two years ago. In that bill the county
rate was set at 6% and then amended by Senator Towe

to 7%. He thinks the majority of the legislature acceded
to that amendment.

Senator Keating closed by stating this is a small tax

but by lowering the tax the industry will have more
capital for investment into projects in Montana, which
will create jobs and those people will earn a living in
Montana and pay income tax and property tax in Montana.
We should look seriously at the incentive of investment
and development in the state of Montana. The reclamation
is there and the damages will be reclaimed as they have
been. There is no jeopardy to the beauty and integrity
of Montana by the reduction of this tax.

Hearing closed on SB 89.

FURTHER CONSIDERATION OF SB 3: Chairman McCallum called
the committees' attention to a memorandum received from
William Johnstone, Bond Counsel for the Department of
Natural Resources. He asked the committee to review

this memorandum for consideration of this bill at a later
date. Memorandum attached as Exhibit 4.

DISPOSITION OF SB 6l: Senator Crippen made a motion that
SB 61 BE TABLED. The motion carried with Senator Halligan
opposed.

ADJOURNMENT: There being no further business the meeting
adjourned at 9:50 A.M.

1cCALLUM, Chairman

ah
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CONSTITUTION

Section 2. Reclamation. (1) All lands disturbed by the taking of natu-
ral resources shall be reclaimed. The legislature shall provide effective require-
ments and standards for the reclamation of lands disturbed. -

(2) The legislature shall provide for a fund, to be known as the resource
indemnity trust of the state of Montana, to be funded by such taxes on the
extraction of natural resources as the legislature may from time to time
impose for that purpose. = T T o T

(3) The principal of the resource indemnity trust shall forever remain
inviolate in an amount of one hundred million dollars {$100,000,000), guaran-
teed by the state against loss or diversion. ST e

STATUTE

~"15-38-104. Tax on mineral production. The annual tax to be paid by
- the person engaged in or carrying on the business of mining, extracting, or
sproducing a mineral shall be $25, together with an additional sum or amount
.computetd on the gross value of product which may have been derived from
the business work or operation within this state during the calendar year
.:immediately preceding at the rate of ¥ of 1% of the amount of gross value
"'of product at the time of extraction from the ground, if in excess of $5,000.
-Unless otherwise provided in a contract or lease, the pro rata share of any
royalty owner or owners may be deducted from any settlements under the
lease or leases or division of proceeds orders or other contracts.

P
ercentage Decimal
- 23 .005
- 2% .002
1% .001
OTHER TAXES
Percent
OIL 5.0 serverance tax
7.0 county tax
GAS 2.65 severance tax'
11.0 county tax
CONSERVATION .2
SENATE TAXATION
COAL § 30.0 severance tax . :
4.5 county tax EXHIBIT NO

-_ o/ /¢ -§7
Hard k i i
rdroc State Licensing BILL NO._'_S_&Zﬁ-—————-' »

first $250,000°gross

$250,000 to $500,000

$500,000 to $1,000,000

over $1,000,000

of gross x mil levy = county tax
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indemnity trust of the state of Montana, to be funded by such taxes on the
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STATUTE
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- Unless otherwise provided in a contract or lease, the pro rata share of any
royalty owner or owners may be deducted from any settlements under the
lease or leases or division of proceeds orders or other contracts.

P
ercentage Decimal
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- piLL N0 DB =
0 Lirst $250,000 -gross
0.5 $250,000 to $500,000
1.0 3500,000 to $1,000,000
1.5 over $1,000,000 :
3.0 of gross x mil levy - county tax



CONSTITUTION

Section 2. Reclamation. (1) All lands disturbed by the taking of natu-
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indemnity trust of the state of Montana, to be funded by such taxes on the
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»‘immediately preceding at the rate of ¥ of 1% of the amount of gross value
“of product at the time of extraction from the ground, if in excess of $5,000.
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The Montana Environmental lnformation Center Action Fund

January 16, 1987 * P.O. Box 1184, Helena, Montana 59624 (406)443-2520

TESTIMONY OF GEORGE OCHENSKI, REPRESENTING THE MONTANA ENVIRONMENTAL
INFORMATION CENTER ON SB 89

Mr. Chairman and members of the Committee:

ForatheArecord, my name is George Ochenski and I am here today
representlng the Montana Environmental Information Center.
The questlon before you is whether or not to reduce the
;Resource Indemnlty Trust Tax from nne half to one- tenth of
a percent. The Montana EnV1ronmental Informatlon Center - e
wopposes that reductlon for the follow1ng reasons.iE
Flrst, and perhaps most 1mportantly, is the outstandlng
success of the results of this very small tax. The Constitution
of this state established that "All lands disturbed by the
taking of natural resources shall be reclaimed." Of course,
this was adopted, with the Constitution, in 1972. -
In 1973, the Leglqlature establlshed the Resource Indemnlty

”1;_ .
~-Trust statutorlly. The con81tutlon was amended to 1nclude the

'pPOV151ons regarding RIT, and settlng a cap of $1OO mllllon
.{on'the trust. The rate of taxatiqn is set in 15—38—104 es _
n$25, together with an additional sum...of % of 1% of the...gross
value." | R : | |
- For those wne:wish‘more detailed history of the Resource

w .. Indemnity Trust,’Iﬁhave included a ELnngér& account for your
- : o - ' SENATE TAXATION
« Printed on 100% recycled paper- :
< to help protect the environment EXHIBIT NO
| o /=6 T
dp 0




further p=rusal,

Since the creation of the Trust, fotal deposits now znmount
to roughly $53 million. This produces roughly $13 million in
interest earnings per biennium. How these interest earnings
have been spent has been and ccentinues to be a topic of much
discussion. In general, however, I think it is safe to =say that
the money has been spent to help a broad spectrum of lMontana
citizens in a variety of ways.

While we could debate this use extensively, for the purposes
of illustration, I would only like to touch on some of the
projects that have been funded. Complete lists of projects
and uses of the fund are contained in the accompanying material.

Last session, the Dept. of Agriculture received a $1 million
dollar grant to establish the Weed Tontrol Trust Fund. This
extremely beneficial project was ranked number 1 on the list.

Is there a noxious weed problem in Montana? You bet there is.
And where did it turn for funding in these tight budzet times?

-
In

Not to new or increased taxation, but tc the Resource Indemnity
Trust.

So, too, were projects to restore streams to health following
placer mining, to reclaim oil-saturated soils, sludgze pits, and
waste brine sites from oil extraction in the 1920's in Toole
County, a Williston Basin reclamation project, and a saline
seep project in the Triangle Conservation District funded.

This Legislature will consider funding projects to address
abandoned o0il refineries, plug wells, reclaim tailings, help
bring the Clark Fork back to health, and investigate effects

of coal mining on groundwater. SENATE TAXATION
EXHIBIT NO.___o2,

DATE /%~ /¢ -§7
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And what does it cost to administer this cornuccopia of
benefits for Montana's citizens? Less than 2% of the total
interest generated. Last biennium the Department of Natural
Resources spent $200,000 to solicit grants, rank them, and
present them to the Legislature. Not one FTE is employed
exclusively to administer the RIT program.

When I call this one of the most successful programs in
Montana government, I am not exaggerating a bit. If we could
reap these beneficial results from every one-half percent of
tax levied, we would be in better fiscal shape right now. This
program is a mocdel in good government.

But let me address the issue of whether or not even one-half

of one percent might be too much for our extractive industries

[

to bezr. Let's not deal in rhetoric or pathos, but look at the
numbers straight from the Revenue Estimates of the Governor's
Revenue Estimating Advisory Council, as presented in the

budget for the nrext biennium.

While the price of oil fell by realy half since 1985, the
production, even with the overproduction of OPEC, is expected
to decline by less than nine percent.

While the cheap price of international oil has slowed
developﬁent of new coal mines, our old mines continue to
produce'at nearly 1985 levels.

In metals mining, we are experiencing nothing short of a
boom. The five major companies operating in Montana are
joined by Centennial, Homestake, and the Stillwater project
by next year. This means the production level will nearly

dcuble in the next two years. SENATE TAXATION

EXHIBT NO.___ o2
DATE__/-/¢-87

BILL NO. <S5 & 29



4

Internationally, OPEC is bringing production under control
and trying to establish firm prices of around $18 per barrell,
by the best estimates. While not as high as they once were, it
will be a considerable improvement over last summer, when spot
prices dipped as low as $9 per barrell. This will help to
rejuvenate YMontana's coal and o0il prospects. If the OPEC
price should go higher, it would only enhance the attractiveness
of Montana's energy industry. So all is not gloom and doom as
you may have been led to believe.

This bill should be seen for what it is--an ill-supported
attempt to Unfairly represent the condition of our resource
extraction industries and hope to gain a tax cut in the process.
Given the numbers before you, I am shocked and disappointed in
this blatant attempt to blame a tiny, well-used, extrenely
beneficial tax program for industrv's reaction to cheap o0il on
the world market.

Consider the lists of projects tefore you. Ccnsider that
this fund drives the Water Development program, a progranm
Senator Gage referred to last session as "a super idea." Consider,
too, that for every project funded, many more did nct receive
funding. Consider the list of uncontrolled hazardous waste sites
you have before you...the cone hundred sites scattered through
literally every legislative.distriot in Montana. Those sites
are primarily leftovers from mineral extraction and prccessing
industry...the source‘of the tax, and the target of the proceeds.

When you put it all together, you will see that we have
done much, yet there is more to do. This tax is minimal, and

it's further diminution will not change the world price of oil.
SENATE TAXATION

EXHIBIT NO 2.

DATE_ [~/ -%7

~~ -



It is a fair tax, it is a wise tax, and it is the only tax

specifically used to repair damages caused by the industries
on which it is levied. It is our one pot of money to help
heal the scars, clean the waters, and make healthy the land.

I ask 7ou to take this into consideration and reject
soundly the proposal put forth in Senate Bill 89.

Thank you for your kind attention.

SENATE TAXATION
EXHIBIT NO. 4

DATE__ [/ ~/6-827

~ - P WY




REVENUE ESTIMATING AD

The Governor created the Revenue Estimating Advisory
( <uncil by Executive Order in April 1986, to establish the
~conomic assumptions necessary to forecast the revenucs of
the State of Montana. The Office of Budget and Program
anning (OBPP) was assigned to staff the Council.

The Council held public hearings on October 23rd, and
~ovember 10th to receive testimony from industry repre-
sentatives, economists, university faculty, state agency offi-
cials and legislative staff. The Council adopted the economic
sssumptions shown in the following tables. The Executive
Budget revenue estimate 1s based on those assumptions.

The Council’s public hearing process insures that the process
of creating the executive branch revenue es:imate is an open
nublic process. The input of outside experts will increase the
zccuracy of the revenue estimation process. Hopefully, the
process will allow for closer agreement on revenue estimates
so that the legislature can spend its time deciding the spend-
ing priorities of the state rather than debating how much
revenue is available.

The revinue estimate is presented in two parts. The Coun-
¢il's estimate based on current law is presented first. The
Governor’s proposals which provide general fund revenue

21

~-—wvneu separately to distinguish policy proposals from
current law revenues. The economic assumptions adopted
by the Council were used to calculate the revenue resulting
from the policy proposals. Those same economic assump-
tions will be used in preparation of fiscal notes.

Membership: Revenue Estimating Advisory Council

William Mathers, Miles City, Chairman
Fritz Tossberg, Hamilton

George Ruff. Helena

Nancy Nicholson, Helena

Cal Robinson, Kalispell

GENERAL FUND REVENUE ESTIMATES

General fund revenue includes receipts from levies upon
personal income, corporate income, mineral extraction, alco-
holic beverage consumption, insurance premiums and
numerous other fees, licenses and taxes. Since most sources
are influenced by the economic climate, forecasts formulated
for most revenues utilize the economic forecasts previously
outlined.

The tables that follow summarize estimated receipts fol-
lowed by a revenue description and the forecast
methodology used for each of the larger general fund reve-
nue sources.

Current Law
General Fund Revenue Estimates
(In Millions)

Actual
Source of Revenue FY 1986
Individual Income Tax $110.218323
Corporation License Tax 33.884815
Coal Severance Tax 20.001598
Qi Severance Tax 23.152504
Interest on Investmernits 13.285291
Long-Range Bond Excess 35487786
Ceal Trust Fund Interest 32.443208
Insurance Premiums Tax 16.7580399
Public Institution Reimb. 14.166104
Liquor Profits 4.500000
Liquor Excise Tax 5.836884
Inheritance Tax 8.364764
Metal Mines Tax 0.689852
Flectrical Encrgy Tax 2.530403
Drivers® License Fees 0.796349
Telephone License Tax 3.243935
Beer License Tax 1.287765
Natural Gas Severance Tax 2.890666
Freight Line Tax 1.195066
Wine Tax 0.946287
Other Revenue Sources 17.539483

GRAND TOTAL $349.541482

Estimated Estimated Estimated
FY 1987 FY 1988 FY 19%89

$123.742000 $133.176000 $147.194000
26.558000 30.816000 34.262000
17.855000 12.846000 13.367000
10.572000 12.539000 13.584000
15.857000 15.707000 17.476000
35.783000 37.602000 40.138000
32.612000 31.067000 34.307000
18.248000 18.937000 20.002000
14 114000 14.684000 14.829000
4.749000 4.151000 3.789000
5.625000 5.397000 5.179000
8.480000 7.211000 7.4350000
1.185000 2.293000 2.671000
2.583000 2.635000 2.621000
0.8035000 0.795000 0.809000
3.348000 3.4060000 3.459000
1.232000 1.156000 1.078000
2.241000 2.428000 2.833000
1.337000 1.339000 1.365000
0.984000 1.025000 1.068000
21.433000 14.630000 15.014000

$350.344000 $353.840000 $382.495000

Governor's Evecutive Budget Proposal
General Fund Revenue Adjustments
(In Millions)

Source of Revenue

Source of Revenue FY87 __FY88 FY89
Coal Severance Tax $29.206 $29.247 $24.843
Permanent Trust Earnings 4.940 2.030 (.146)
Other Revenue .
Vehicle License Fee ENA ATI 100 2.873 2.923
Poker License Fee SENATE TAX Z?ON 000 $(.028) (.028)
Total Adjustments  EXHIBIT NO —$34.146 $34.122 $27.592
DATE /- /16 -817
BILL NO. S.8.89




REVENUE ESTIMATING ADVISORY COUNCIL

Revenue Estimate Assumptions

Oil CY 85 CY 86 CY 87 CY 88
Production (Millions) 29.352 27.045 26.136 25.437
Price $25.214 $13.734 $14.117 $16.000
Natural Gas CY 85 CY 86 CY 87 CY 88
Production (Millions)
MCF's 44.330 44.016 45.114 47.808
Gallons 4.340 4.309 4417 4.680
Price
MCF’s $2.329 $1.972 $1.972 $2.254 $2.451
Gallons $ .339 $ .287 $ .287 $ .328 $ .356
Coal CY 85 CY 86 CY 87 CY 88 CY 89
Production (Millions) . 31.213 30.682 30.000 31.000 30.316 &
Price $9.592 $9.171 $8.985 $9.019 $9.126
Metal CY84‘FY85 CY85/FY86  CYS86/FY87 CY87/FY§8 CY2S/FY 89
Production _
Copper (Million Ibs) 35.936 43,823 61.526 20.423 1003.244 &
Gold (Million ozs) .168 158 .160 210 275
Silver (Million ozs) 5.091 5.215 4.823 6.101 7.000
Le.d (Million Ibs) .402 136 126 4.624 10.125
Zinc (Million Ibs) 22.000 52.000
Molybdenum (Million 1bs) 3.027 7.200 7.500 W
Palladium (Million ozs) .038 075
Platinum (Million ozs) .013 .025
Price
Copper $ 616 $ .55 $ .560 $ 560 $ .560
Gold $359.591 $317.346 $342.390 $420.000 $420.000
Silver $ 7.385 $ 5.290 $ 5.120 $ 5.700 $ 5,700
Lead $ .255 $ 189 $ .188 $ .19 $ 190
Zinc $  .300 $ 300
Molybdenum $§ 2,500 § 2500 $ 2.500
P tadium $125.0600 $125.600
P .tinum $550.000 $550.000
Wood Products FY 85 FY 86 FY 87 FY 88 FY §9
Forest Receipts (Millions) $7.844 $5.922 $5.054 $5.012 $5.012
Population (Julv 1 Thousands) CY 84 CY 85 CY 86 CY 87 CY 88 i
All Ages 823 826 8§29 832 835
Age 16 and greaier 613 615 617 619 621
Age 18 10 24 92 96 98 100 103
[
Inflation (% Change) CY 85 CY 86 CY 87 CY 88 CY 89
CPI . 3.54 1.92 2.80 3.80 6.10
GNP 3.15 2.78 3.32 4.22 5.35
PCE 3.33 2.15 3.77 4.73 588
Interest Rates (%) FY 85 FY 86 FY 87 FY 88 FY 89
Stont-Term 9.80 6.46 5.85 6.39 7.11 |
Long-Term 12.10 9.78 8.00 8.40 8.81 |
i FY 85 FY 86 FY 87 FY 88 FY 89
TCA Average Balance (Millions) $260.501* $205.765* $194.500 $194.800 $194.800
IRANS Issue (Millions) $ 38.000 $ 46.000 $ 83.200 $ 68.000 $ 68.000
Includes TRANS Issue
Bond Calls (Millions) . -
ermanent Trust - ‘rr T % 5.464 $ 6.600 0 0 -
Education Trust SENATE TAXATION $ 1.983 $ 2.000 0 0
Common School Trust $ 3.353 $ 2.900 0 0

EXHIBIT NOp0eo— oo—m ————

pATE_____ /=76 -827

o oS8 87
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- TABLE §
ENERGY PRICES
COAL OIL NATURAL
CONTRACT WELL-HEAD GAS
SALES PRICE PRICE PRICE
cY $/TON % CHANGE $/BARREL % CHANGE $/MCF % CHANGE

1970 082
1971 084 2.44
1972 102 21.43
1973 3.843 162 58.82
1974 6.814 77.31 257 58.64
1975 4.224 7.845 15.13 394 53.31
1976 4.415 4.52 8.411 7.21 441 11.93
1977 4.344 - 1.61 8.582 2.03 735 66.67
1978 5.154 18.65 9.253 7.82 837 13.88
1979 6.951 34.87 12.279 32.70 1.202 43.61
1980 7.724 1.12 22.250 81.20 1.436 19.47
1981 8.686 12.45 34317 54.23 1.900 32.31
1982 9.758 12.34 31.311 - 8.76 2.103 10.68
1983 10.332 5.88 28.804 - 801 2.403 14.27
1984 9.846 - 4.70 28.066 - 2.56 2.512 4.54
1985 9.592 - 258 25.214 -10.16 2.329 - 729

PROJECTED
1986 9.171 - 4.39 13.734 -45.53 1.972 -15.33
1987 8.985 - 203 14.117 2.79 1.972 0.00
1988 9.019 38 16.000 13.34 2.254 14.30
1989 9.126 1.19 18.000 12.50 2.451 8.74
SOURCE:

HISTORICAL - MONTANA DEPARTMENT OF REVENUE
PROJECTED - REVENUE ESTIMATING ADVISORY COUNCIL

Interest Rates

Interest rates are highly susceptible to federal policies and
the actions of the Federal Reserve Board (FED). Factors
that are critical to the future direction of interest rates
inttude the following:

o the Federal
policy;

o the anti-inflation posture of the federal government;

0 possible resolutions 1o the federal deficit;

o a change in the value of the dollar.

Reserve’s philosophy on monetary

The Revenue Estimating Advisory Council expects interest
raes 1o drift downward until mid-1987 and then increase
stightly in 1988 and 1989. This is based on a less restrictive

monetary policy by the Federal Reserve, continuation of the
cenflict between private credit demands and the federal gov-
ernment’s financing needs and the expectation of higher
inflation rates.

Interest rates directly affect Montana's invesiment earnings
from both short and long-term securities. In addition these
rates impact other tax sources by influencing economic
variables such as construction activity, consumer spending
and business borrowing.

Tzble 6 reflects historical and prorected interest rates as pro-
vided by Wharton Economeirics. Arso presented in the table
is an approximation of the interest rates the state has earned
on short-term securities.




GENERAL FUND REVENUES - BY COMPONENT

GENERAL FUND INHERITANCE TAX COLLECTIONS

INHERITANCE TAX

SR, R2T RSP

MILAIONS OF DOLLARS
A

Meial Mines Tax

The metalliferous mines license tax is imposed on the pro-
duction of metals, gems or stones in the state. The tax rate
1s applied to the gross value of the product. which is defined
as the market value of the commodity multiplied by the
quantity produced. No deductions are allowed for smelting,
~eductions or treatments.

Fortax vears beginning after December 31, 1984, the tax
zicis as follows:

Gross Value Rate
$0-$250,000 Exempt
$250.000-$500,000 - .50%
$3500.000-$1.000,000 1.00%
Greater Than $1.000.000 1.50%

_to begin operating by the end of calendar year 1988 include

[

4

GENERAL FUND ™

FISCAL COLLECTIONS PERCENT

YEAR (MILLION §) CHANGE W

1970 4.233429

1971 3.645252 -13.89%
1972 4.233991 16.15%
1973 4457188 5.27%

1974 5.659992 26.99%

1975 5.395236 - 4.68%

1976 6.180106 14.55% g
1977 6.483191 4.90%
1978 6.312432 - 2.63%

1979 6.490196 282%

1680 8.537242 31.54% o
1981 6.195069 -27.43%
1982 7.680529 23.98%

1983 6.398489 -16.69%

1984 5.960471 - 585% o
1985 7.656622 2R.46%

1986 8.364764 9.25%

PROJECTED -=mmrmmmmmmmmmmmnss mmes 4

1987 8.480000 1.38%
1988 7.211000 -14.96%
1989 7.450000 3.31%

Historically. the metal mines tax has been deposited in the
general fund. Beginning in FY86, one-third of the receipts
were deposited in a hard-rock mining trust account.

Meatal prices, metal production and the effective tax rate ared
the major factors that determine the level of metal mines
tax receipts. Production for gold, silver and copper are
expected to increase modestly throughout the forecast period i
before the inclusion of any new mines. Prices are assumed

to remain relatively stable at calendar year 1986 levels.

Major companies that are currently operating in Montana
include Golden Sunlight, ASARCO, Montana Resources,
Landusky and Zortman. New companies that are anticipated

Centennial, Homestake and the Stillwater Project.

SENATE TAXATION
EXHIBIT NO <
DATE___/-76 -87
SR PG T




44 GENERAL FUND REVENUES - BY COMPONENT

GENERAL FUND METAL MINES TAX COLLECTIONS

METAL MINES TAX

EETAL FRD AR

8 A e

Electrical Energy Tax

The electrical energy tax is imposed on each person or orga-
nization engaged in generating., manufacturinz or producing
electrical energy in Montana. The tax rate of $.0002 per
kilowatt-hour is levied against all electrical energy produced
within the state. A deduction is allowed for “actual and
necessary’ energy used by the plant for the production of
the energy. All receipts are deposited in the general fund.

Total Montana electricity production is projected to grow by
approximately 2% from FY86 1o fiscal years 1987 and 1988

GENERAL FUND

FISCAL COLLECTIONS PERCENT
YEAR (MILLION §) CHANGE
1970 1.440898
1971 1.976202 - 37.15%
1972 1.313736 -33.52%
1973 1.828501 39.18%
1974 2.239654 22.45%
1975 3.099368 38.36%
1976 1.845076 -40.47%
1977 2.177777 18.03%
1978 1.978993. - 9.13%
1979 1.544518 -21.95%
1980 2.516820 62.93%
1931 1.564569 -37.84%
1982 1.861208 18.66%
1983 1.342061 -17.15%
1984 2630135 70.36%
1983 1.977324 -24.32%
1986 0.985352 -49.94%
PROJECTED ~m=memmvmmmem s
1987 1183000 19.72%
1988 2.293000 93.677%
1939 2671000 16.40%

and then remain level in FY89. This trend is consistent with
information obtained from the major electricity producers in
the state.

An adjustment to the forecasts has been made based on an
April 1986 completion date for Colstrip Unit 4. Production
capacity for both Colstrip Unit 3 and Colstrip Unit 4 was
assumed to be 60% the first year and 70% thereafter.

An audit by the Department of Revenue in FY84 generated
$552,000 in additional revenue collections. This one-time
adjustment has been accounted for in subsequent years.

SENATE TAXATION
EXHIBIT NO.__Z

DATE. /—~/6 -&7

e S48 87
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RESOURCE INDEMNITY
TRUST EARNINGS

The earnings from the Resource Indemnity Trust (RIT) are
1o be used to “improve the total environment and rectify
Jzmage thereto.” 15-38-203 MCA.

Legislation will be submitted to the 1987 Legislalature to
_arify the expenditure of RIT earnings. A scparate proposal
w1l be madc to earmark an additional 6% of the RIT earn-
ings to the Department of Health and Environmental Sci-
ences for creation of a “Superfund Trust.” The new trust
will be used for the state’s match for federal superfund
nrojects and to fund the costs of the state’s Natural
Pesource Defense Lawsuit.

fund activities of state government that are necessary and
relevant to improving the total environment and rectifying

LiMATAPPTOpPriations. Passage ol ICRISalion cicarn m
é; intent of the legislature regarding expenditure of

The 1985 Legislature uscd a portion of the RIT earnings to™w

59 *

. "

damage. The Governor recommends that some of those pro. &
grams continue to receive RIT funding, ‘T’f?

The 1985 Legislature also funded 22 special projects on a ﬁ
priority basis that met the criteria for RIT earnings. The
June Special Session instrucied the Department of Natural
Resources and Conservation to request and review proposals !
for special projects in the 1989 biennium. The Governor ﬁ
recommends that $2 million per year be spent on special
projects during the biennium.

A

The Government of Butte/Silver Bow I -s filed a lawsuit
challenging the expenditure of RIT earni:gs. The challenge i
does not ask for an injunction on expenditure of ‘87 bien-

The following table details the Governor’s recommendation
for expenditure of RIT earnings. i

monies will most likely render the suit moot.

e

RESOURCE INDEMNITY TRUST é
1686 1637 1988 1989 &
3ALANCE $2,176,069 $451,586 $481.185 0
INTEREST EARNED 6,487,967 7,342.G00 6,286,000 £.686,000
TOTAL $8,664,036 $7,793,386 $6,767,185 $6,686,000
EXPENDITURES 1
30% Water Development {f))\//Z,(.) $1,946.390 $2,203,000 $1,883,000 -$2,001,000 é
DHES Statutory 6% ' T 389,278 441,000 377.000 400,000
6% Superfund 0 0 - 377,000 400,000 - ...,
RIT 5% Contingency 175,000 0 175,000 _ - .6
DNRC .. — ( D,43 1,167,023 851.187 >I 248,481 ‘} - l 199 /09
Lands DW”) ) I 384,729 0 616,704 -7 - 395 291
Labor & Industry _ \’*"“‘M" 601.000 580,800 0 0
Bureau of Mines 300,000 0 0 0
Forest Experiment )
Station 552,308 0 0 0
U2 Montana 278,728 0 0 0
tar-opriation Bills 108.000 0 0 0
iB-v22 RIT Projects | - 1.082,102 3,063,687 2,000,600 2.500.000
11B-952 Water Marketing 227,892 5.000 0 0
Livestock.Rabies 167,727 0 0
Clark Fork 0 0 90,000 90,000
TOTAL «  $8.212.450 $7.312,401 S6,7§7 185 $6.6£6,000
-~ o J‘.,.A —___-
— AW {; h(). , .
< /2 f\(?
s o .
/ - AN
i ) {\ |
:
SENATE TAXATION -
EXHIBIT NO..__<
PRt /—=se =87
v 8.8, 85




The following projects are recommended for funding on a priority basis, The Departmem of Natural Resources and Conse»
tion has reviewed and ranked the projects.

1986 RIT PROJECT RECOMMENDATIONS

v

Lot

’n MQ‘-’

Information System
Natural Heritage
Program

SENATE TAXATION
EXHIBIT NO

Recommended Accumi:.
Applic Na f Project Fundi .
pplicant Name me of Proje uncing _~_\T\
I Montana Department Upper Blackfoot $107,000 $ 1070y
of State Lands ‘
2 Anaconda-Deer Anaconda Soil $ 66,854 $ 175y
Lodge County Stabilization
and Erosion
Control
3 Montana Department of Clark Fork $289,926 $ 4637
Health and Environ- Monitoring
mental Sciences '
4 Montana Department of High Ore Creek $263,245 $ 72703
Fish, Wildlife and Reclamation .
Parks Project
5 Montana Department of Snowshoe Creek $107,000 $ 834.0x¢
State Lands Steambank
Reclamation
6 Montana Board of Oil Plug-Wilkstrand $ 19,951 $ 853,97
and Gas Conservation Simero Well #1
7 Montana Department of Bannack State $101,200 $ 93517
Health And Environ- Park-Apex Mill
mental Sciences Hazardous Waste
Cleanup
§ Tnole County Provide Reclama- $150,000 $1,105,17¢
tion For Past Otl
and Gas Extraction,
Exploration, and
Processing
9 Montana Department of Nellie Grant Mine $ 84.900 $1.190.076
State Lands Reclamation
10 Montana Departmment of Aband.aed Oil $300,000 $1,490,076
Health and Environ- Refineries in
mental Sciences Montana
Solid and Hazardous
Waste Burcau
11 Montana Department of Cataract Creek $ 21,563 $1.511,64!
Fish, Wildhifz and Reclamation
Parks Project
12 Sheridan County Reserve Pitand $100,000 1,611,641
Conservation Oilfield Brine
District Disposal Assess-
ment
! 13 Montana Board of Plug-Sunburst $ 55,000 31,666,641
Oil and Gas Disotell Well
Conservation #1
s 14 Montana Board of Plug Well Leaking $ 46,330 $1,712,971
Oil and Gas Gas
Conservation Gas City Field
‘15 Montana State Library Natural Resources $177,970 $1.890,941

DATE £-76

-£7

BILL NO___ . F7
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__Applicant Name

6 “Montana University
System

Water Resources Center

University of Montana

|7 Montana Salinity
Control Association

'8 Mile High Conserva-
tion District

19 Butte-Silver Bow
Government

oo Lower Musselshell
Conservation District

1 “ontana Department
.7 Swate Lands

. “iontana Department
--* Natural Resources
.~ 2 Conservation
- .ter Management
Poreau

(X}

~1ana Department
“ \aate Lands

“wre Depariment
“.teral Resources
s Conservation
“enzuon Districts

~rmor's Office,
-2ivrs RC&D,
Ldpe County
TRNGoN
TRy

E

H-'.:ti Resources
T enervation
"= 2% Divigion
e .
"7 Assiniboine

el 4

=2 Tribes

Mg A,
1} . . -
E‘ N T
TR m
L SO ]
B 133

7402 Department of

Name of Project

Distribution and
Chemical Composi-
tion of Smelter
Tailings Deposited
In The Upper Clark
Fork Floodplain

Montana Salinity
Control Program

Berkeley Pit Re-
Industrialization
& Mineral Recovery

The Anselmo Mine
Yard Reclamation
Project

Groundwater From
Abandoned Mine
Workings For Irri-
gation & Insiream
Flows, Lower
Musselshell River

Hvydrogeochemical
Effects of Surface
Coal Mining In
Southeastern Montana

Sodium & Salinity
Sources In The
Powder River Basin
A Chemical - Budget,
Modeling Approach

Drill Hole Reclam-
ation In Montana
Hole Plugging
Trials Utilizing
Bentonite
Montana's Acceler-
ated Soil Survey
Program

Clark Fork Reclam-
ation Demonstration
For Floodplain
Systems Impacted
By Mining

Soil Stewardship-

A Lesson To Be
Learned By Every
Landowner

Groundwater

Resources And
Contamination of

The Alluvial Aquifer
Along The Poplar River

Reconnaissance

Survey Of Water

Quality In Montana

Bentonite Impoundment

To Determine Their
Reclamation Potential

Recommended
Funding
$ 34,565

$300,000

$250,000

$299,473

$242.320

$143,800

$ 89,257

£100,000

$300,000

$ 25.600

$ 6,700

$152,000

$ 12478

SENATE TAXATION

EXHIBIT NO.

61

Accumlative
Tota%y

$1,925,506

$2,225,506

$2,475,506

$2,774,979

$3,017,299

$3,161,099

$3,250,356

$3,350,356

$3,650,356

$3.675,356

$3,682,056

$3,834,056

$3,846,534

A

P e
s ey
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Applicant Name

29 Montana State University
Cooperaiive Extension
Service

30 Montana Bureau
of Mines and
Geology

Name of Project

Survey of Weeds
In Conservation

& Conventionally
Tilled Grain Fields
Of Montana

Groundwater
Information
Center Deep
Aquifer Databases

Recommended

Accum!agi

Fundi
unding -.~.~.lt\_
$ 54,150 $3,900.65.;
$155,950 $4,056,634

SENATE TAXATION
EXHIBIT NO Z
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SENATE TAXATION

EXHIBIT NO 2
DATE___/~/¢~87
BILL NO.___5.&. F7

Art. 1X, § 2 CONSTITUTION OF MONTANA 508

Minerals, Oil, and Gas, Title 82.

Water Use, Title 85.

Fish and Wildlife, Title 87.

Renewable resource development, Title 90,
ch. 2.

Renewable energy sources research and devel-
opment, Title 90, ch. 4.
Constitutionz] Convention Transcript
Cross-References

Adoption, Trans. 2938, 2939.

Section 2. Reclamation. (1) All lands disturbed by the taking of natu—\:’

Committee report. Vol. IT 550, 352, 554, 55
561, 562, 931, 933, 935, 939, 1063, T

Debate — committee report. Trans, 1194
through 1271, 1274, 1275, 1637 through 1640,

Debate — style and drafting report, Trans.
2210, 2211, 2928.

Delegate proposals, Vol. 1 75, 96, 107, 108 ?3
193, 240, 252, 261, 308. 309. Ci

Final consideration, Trans. 2454, 2453,

Text as adopted, Vol. 11 1099,

ral resources shall be reclaimed. The legislature shall provide effective
requirements and standards for the reclamation of lands disturbed.

(2) The legislature shall provide for a fund, to be known as the resource%
indemnity trust of the state of Montana, to be funded by such taxes on thet
extraction of natural resources as the legislature may from time to time
impose for that purpose. .

(3) The principal of the resource indemnity trust shall forever rem-~"~ §
inviolate in an amount of one hundred million dollars ($100,000,000), guaig
teed by the state against loss or diversion.

%

Compiler's Comments

1974 Amendment: Constitutional Amend-
ment No. 1 {see Appendix to 1975 Laws of Mon-
tana) inserted subsection designation **(1)” and
added (2) and (3).

Cross-References

The Montana Resource Indemnity Trust Act,
Title 15, ¢h. 38.

Notice to surface owner of reclamation plan
prior to commencement of mining operation,
82-2-303.

Reclamation, Title 82, ch. 4.

Section 3. Water rights. (1) All existing rights to the use of anyﬁ
waters for any useful or beneficial purpose are hereby recognized and con-

firmed.

(2) The use of all water that is now or may hereafter be appropriated for 8

Restoration following plugging of oil or gasga
well 82-11-123,
Constitutional Convention Transcript
Cross-References ol

Adoyption, Trans. 2938, 2939,

Committee report, Vol. I 552, 553, 536, 931,
933, 935, 939, 1068.

Debate — committee report. Trans. 1199,
1200, 1275 through 1301, 1353 throuch 1363.

Debate — style and drafting report, Trans.
2211 through 2213, 2928.

Final consideration, Trans. 2455, 2436,

Text as adopted, Vol. 11 1099.

sale, rent, distribution, or other beneficial use, the right of way over the
lands of others for all ditches, drains, flumes, canals, and aqueducts necessar-
ily used in connection therewith, and the sites for reservoirs necessary for
collecting and storing water shall be held to be a public use.

(3) All surface, underground, flood, and atmospheric waters within the
boundaries of the state are the property of the state for the use of its peopl{
and are subject to appropriation for beneficial uses as provided by law.

(4) The legislature shall provide for the administration, control, and regy_
lation of water rights and shall establish a system of centralized records,

addition to the present system of local records.
Cross-References \Water Courts, Title 3, ch. 7.
Board of Water Well Contractors, 2-15-1862. Property tax exemptions fur certain water §

Water Pollution Control Advisory Council, projects, 15-6-205, 15-6-206, 15-6-212.
2.15-2107.




ATTACHM ENT 2

LAWS oF 1973 (HBSTS)

.

CHAPTER NO. 117,

AN ACT TO SUBMIT TO THE QUALIFIED ELECTORS OF MONTANA
AN AMENDMENT TO ARTICLE IX, SECTION 2, OF THE CON.-
STITUTION OF MONTANA ESTABLISHING A RESOURCE INDEM.
NITY TRUST IN THE STATE WHICH SHALL BE FOREVER INVIO-
LATE AND GUARANTEED BY THE STATE AGAINST LOSS OR
DIVERSION.

Be it ecnacted by the Legislature of the State of Montana:

Section 1. Article IX, section 2, of the constitution of the state of
Montana is amended to read as follows:

“Section 2. Reclamation. (1) All lands disturbed by the taking of natu-
ral resources shall be reclaimed. The legislature shall provide effective
requirements and standards for the reclamation of lands disturbed.

(2) The iegislature shall provide for a fund, to be known as the resource
indemnity trust of the state of Montana, to be funded by such taxes on
the extracticn of natural resources as the legislature may from time to time
impose for that purpose.

(3) The principal of the resource indemnity trust shall forever remain
inviolate in an amount of one hundred million dollars (8100,000,000),
gucranteed by the state agcinst loss or diversion.”

Section 3. When this amendment is submitted to the electors of the
state of Montana there shall be printed on the ballot the full title and
section 1 of this act and the following words:

" For the above amendment.
[J Against the above amendment.”

Approved March 11, 1974

SENATE TAXATION
EXH!BIT NO. <

DATE L ~/6 =87

BILL NO._S. & FS
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h'Mining Related

W oo~ W
.

Type

mine tailings
arsenic taili
arsenic taili
chrome tailin
phosphate tai

‘antimony tail

mine tailings
mine tailings
mine tailings

Petroleum Related

POTENTIAL ﬁNCONTROLLED HAZARDOUS WASTE SITES

ngs
ngs
gs
lings
ings

N

3
4
s

6

7

—-g.
9‘
- 10.
wll.
12.
13.

14,
-

Tige

uncontrolled
uncontrolled
uncontrolled
uncontrolled
uncontrolled
uncontrolled
uncontrolled
uncontrolled
uncontrolled
uncontrolled
uncontrolled
uncontrolled
uncontrolled
uncontrolled

surface
surface
surface
surface
surface
surface
surface
surface

surface

surface
surface
surface
surface
surface

.

%ﬁIndustrfél Related

‘Tvpe

chrome waste disposal
chrome waste disposal

NOT ANTICIPATED TO MAKE NPL LIST
(partial listing)

impoundments
impoundments
impoundments
impoundments
impoundments
disposal
disposal
disposal
disposal
impoundments
impoundments
impoundments
impoundments
disposal

solvent waste disposal

Location

Troy

Cooke City
Gardiner
Columbus

Butte

Thompson Falls
Boulder

York

Bannack

Location

Kevin

Cut Bank
Billings
Lewistown
Lewistown
Laurel
Chinook
Livingston
Billings
Sunburst
Cut Bank
Havre

Wolf Point
Kalispell

Location

Three Forks
Montana City
Billings

SENATE TAXATION

EXHIBIT NO.____ =2
DATE. /— /&6 -&7
BilL. NG, S 8. 29

County

Lincoln

Park

Park
Stillwater
Silver Bow
Sanders
Jefferson
Lewis & Clark
Beaverhead

Countx

Toole
Glacier
Yellowstone
Fergus
Fergus
Yellowstone
Blaine
Park
Yellowstone
Toole
Glacier
Hill
Roosevelt
Flathead

Countz

Gallatin
Jefferson
Yellowstone



Pesticide Related

disposal
disposal
disposal
disposal
disposal
disposal
disposal
disposal
disposal
. disposal

e e

O 00OV A WN

Type

(general)
(toxaphene)
(toxaphene)
(poison oats)
(penta)
(toxaphene)
(arsenic)
(arsenic)
(arsenic)
(arsenic)

Location

Great Falls
Ennis
Billings
Browning
Kalispell
Jackson
Lame Deer
Hardin
Highwood
Circle

Cascade
Madison

Flathead ¢
Beaverheay
Rosebud

Big Horn 2
Chouteau
McCone




uo1yddjas Jadoaduit ‘jarads jerand pum ueqin popindun Jo asnwdaq Apjunuiy
~UOO>—JUIIINII0 DAL $IDINOSII puy[ Ano Jo uond[dop puuv uonupuiida(g

ssands [ier puw sour uorssiwsuudy ‘syuvid 2omod
Jo Junis ayl [0Ijuo0d 03 djqe dq pINoYSs dIvIS IYJ JuHI I[qUuUOSEIL SI I puy
‘suonnys sud Jo o uonudo] 9y3 apwoap 03 Ljuaoyjnu oyy ssassod sumoy puwn
sol1)  csuonvipeisut posodoad jo spoudwt ayy ssasse Appjunboapr o) awing
Juololjias vuriuofy aard s juygy [piq Aduips quuid aomod v asodoad j

‘[9Ad] [uOO] Puv DIUIS ‘[LIOPOJ Y} T SADINOSAL
siqeqivae [jv Sunjquuasse £pnys aalsuayaidwod © pudwuiosdr I ‘9juys anoe uo
aavy [am sjuvid Jamod pasodoad jo syoayjo ayj Ljngy pumjsiopun of

‘swwnsucd jerysnput £q pazijodouowt jou st
UOIBAIINL PUR UOIIRALLIL 10] Paginbdl J0juAL JuY] dANSSE 07 NEALL S, vuRjUOy
QUIWIJIAP PUB YSI[QUISI 0} PUL AOU INSST [IIFLID SIY} JIPISUOD 0} [RIJUISS)
St 9] “13juav Jo sonnjuenb  9juuploul dwnsuod (1A uoldar jrwug jrog
ay3y a0y pasodoad sjuvpd uonjeaijised [vod pue uonnraudd weals ayJ,

quawdo(aaap unx puw iy v Lq pafoajsap purv pajojdap
8q 03 9sUQ JAINOSIL I[ABAMIUIL S} AO[[B 0] IPMIUILW dLI0ISIY JO INUISIU
B 9q pinom 31 puy -Awoucd3 §,9381g 943 JO Sisug 9Y3 Si 2N} ndIIy

'sivaf Surwod ayj ur Awouod’d jeuoljru I3 —

30 sjustuannbaz a3yl 793w 03 SI2IN0SAI [eANRU S3T ysmbuippr [[im 9mg
SIY} ISNLIIQ PUBWIP 03 YONW 00} JoU ST SIYJ °SIDINOSII [ranjeu S, vUTIUOJY
Jo davys spoijqud ayj aq pinoa punyg ISnL], AJIUWSPU] 22In0SdY Oy,

*PURIUOTY UL {I0M pue DAl 0}
anunuod 03 o1doad oy sajtunjioddo Mau 1YS{[qLIsd puUL SBIIV [BUOIFELIIIDL
aptaoad ‘aFvwep [vIULUIUOIAUD 3301100 03 paijdde oq prnom punjy ayj uasy],
‘podidap LPjrwij[n aae $32INOSAT PAXT) B} UIYm pazijin 3 03 Ipise
328 9q pinoa jwdiduwud ayg -swajqoxd ajerpawiwl I0y djquicav 3q pjnom
dWOdUl 3SIIIJUL Y, °PIIsAaul IQ pinoa Xej SH{} woay sdujured ayj,

*$32IN0S3X 2§31} U0 S$21Ad] 2aniny punv 3Jul
-3SIX3 [ JO DAISH[OXd aq [[IM punjy Isnn siyJ, ‘awak 1ad uoliu 1§ £9uw
-1xoadde asiex pjnom sy, -uoponpoid sed [evinjru pur [0 ‘ssun wjow
“le0d jo anjra ss0ud ayj U0 PIssasse aq pmom judd 1ad duo Jo j{uy-ouo
Jo AA3] V¥ "BUTIUOJ{ Ul PIJILIIXD $IIINOSAI d[qEMDIUII-UOU [[E€ UG KAD] ©—
pung 3jsni], AJIUWIPU] IIINO0SIYP T JO UOIJLAID PUIWWIOIAL 'D10J3I0Y]} ‘]

‘paystulwiIp st 913§
J13Yy3} JO Yj[uaAav 221n0SdX 9Yj Uaym paIjesuadwiod 3q P[noys suvuvjuoly
2A9113q T puy 9jeis SIy} J{Ing pue Pa[)3ds OYAL ULWOM puv uUswW ayjy—
suvurvjuoly 03 Juoidoq L[juapl $20In0S3AT ISIYJ, "pade(dar dq avAdU Uwd Juy)
Suwyjowos saso] evurvjuoly ‘punocad dyj) woaj uayel st sed juanjuu Jo joog
JIqnd ¢ Jo {10 jo [aaitq ® ‘aaddod jo punod e ‘[e0d JO U0} v dwl} AI19Aj]

‘AAINOSAI
ojqeasejdosrt siyy Jo judwdoldadp BYj woly uinjal jsnf dow v dje3s
ayj apiaoad 03 pasealrdul 3aq [eod uo uoj xad x®y 3y3 juvi) asodoad osjv

‘pandord o0y
paawojje aq jou pinoys Jutunu digs ‘jowr aq jouurd sjudwannbaa asoyy Ju
puy -sasodund 19430 J0 UOILAIdAL ‘AININILITT—ISO [RIDIIIUIG 0} POInSAL
2q jsnw 3] °"393332 2139ws0d L[UO JOJ pawIIe{IaI 3Q Jou SN puvi Y],

‘L1qunod suyy jo
Kioisiy ayy ur suonzeindoa jorjuod Juiunu diays 3sa3ucils oyl mvup oul udis
Isnw [ pus Jovud jsnw NoAk :o_:.:«m.ua sy} jo Ayppiqissod ayy Luop o,

«astp snouostod Yi1a §914S In0 JUIPN[O0 pUL SUIELII}S INO OJUL SIISTA JIpiow
Huwyova[ sxurq [rods jo adwaspue] Appaosmun ug ojuy paifuvya aq (s surepd
2yl jo Ajnuaq Mamys ayj puy ‘sueuvjuojy 1oy uonjusuadiod vjviadoadde
Jnoyna poyrojdxa g 1A Sadanosax anQ -uledu pajuadaa aq [{Ia a[24d 3snq

L AVA JALLVISIOIT ANODIS

SENATE TAXATION

3
e /- /X T
BiLL No._SB-8F

EXHIBIT NO

PuL wooq darpnsap ayy ‘Aepoy SINIjIqIsuodsdt ano 3dodav jou op am
J1 coaanos Sioud duwt dois do waul uv Ko st stuepd uanwRa s e pue
UOLLI0UIE WLdys Ul pazin Puv puef dYj WoJy ulo} 9q 03 |wed Iyl

Prroan oy
ut gsadliug ayy Jo auo 9q [[10> ddanos AHaoud sy} uo pasvq juoutdojasap
praasnpur oy, csunngd 9y iwaneq potng  voa anydns-mop dfqudduns,
JO SUOY UON[I4 0f PIJRWISd UL 218 ooy, ‘ALIoUd 10§ PULWIAIP pojuup
-920adun ue Jo 9sneddq PAIIAGISIPAl UIAQ SUY VULIUOJY UIdISTH MON

h—

Ypiwo o) woay Jurai[ pivy ¥ uied 0) IJWEd UIWHI0IS Pu¥
SIAULINT DY} puy £1Unod ayy Jo Jopurviual ayj Aq udpodiol sum puuy ayj
‘sorrojuowtoad 3y} Wi0dF 19ADI0F PIYSIUBA PuY 9ows Juuths oY) UsyAy

'siem ueipuj
241 Jo sapuq Meradsap 9sv[ ay3l jo uonudo] ayj—puadaj Jo pue] v e
s{iy auid  pun suyunow puw soureaxd 8y cA1junod sty Jo JIoladjul IseA
Y} ul 3SOf ‘udlv paloudi pur 930WAI ¥ IDUO STAL TUBIUOJY uldjse

*ojdood ano Joy £31andas pue sanjiunjzoddo juswford
-wa 9praoad dwiy dwes ayj je pue dAl 03 doejd Jewads e rULIUO] ojrw
Jey3 331 jo soipqenb ayj 3vojoad 03 st [eod [rvjuswLpuny e AAq

"ua1p[iya
J1dY3} J0J pue 9jris JIayjl I0] juem suruvjuoly sieod syl 29 jsSnwW ISIYL
's$so1doxd a0y sonlioild ‘euvjuoly Joy S{eod 33s da jeY) B} Sl 3]

‘SUOISIIOP PoWIOJUl pPU¥ [EUOlIBI dYBW 0} Wayjz dqe
-ua 03 soAnUUINYE Y} pur spIuJ Yl Yim djdoad spiaoad o3 uonriiqo ue
DALY A\ CAULISOP UMO JIDY] [0IFUOD SN UL} JSIIJ AY) J0f SUTUBIUOJY

197€)S 119y} JOF JuEA SUBUCIUOIY By SIY3 s g
¢ Juouwrdo(dAdp ay3 103 aA19931 9jdoad ano pur eUuTIUOCIY [[IM JBYA 2

{ £131005 ano pue Lwouod?
INo ‘JUdWUOCIIAUI 1IN0 U0 dAey juawdofaAap ayj [[im 399j}3 jeym I

‘JuawWw
-dofoaap Aue 03 pivdax ul suoijsonb [erjuUISS? P21y} IoMSUR JSNW M puy
*$321IN08AI Ino Jo uoljisodsip Y} jnoqe sapnjljjt Ino a3ueyd SN A

Juissed 1104} JO SOLI0WI UIO[I0] A} NG JUIgjou Yim SN 3J3] Pue dI1dYm
-9s[9 sjrjoad Y3 Juds ‘s2a1n0SaT JY) PajorlixXa pue Ul dwed SIIPISINQ

‘pajtojdxd A[1pooad udoq JATY SIVINOSIL S, BUTIUOTY ‘UOIJOUIIXI [enjdlA
ojul ofeijng dYj paadjyIne(s siojuny AIeuddlawr uays sfep ayj oo:_w\

*morIow
-0 J0F pivdal jnoyjim Spurwap asayj 393w 03 A[YSI[00] SNUIILUOD jJouUuBD
aM puy puel Y1 woay 2311d 2[QLUID} B PIJIRIIXD dAVY SPUNWIIP JIWINS
-uo]) "12030ad 0} ONJTA JO JUIYOWOS dARY [[IIS M 1AM TUBIUO[Y up AL1e[n
-onaed ‘A1junod Siyl Ul dIYd pur] MU T SIqUIS? oA Jui} Jwi St 9]

‘0dy sival
paapuny w jo siamsue 3Yyj yjlm suolisandb juawddeurwd 3dXIN0SIX puv puv]
03} puodsar am udjo 00, ‘pajojdap ASSo[}0ad UdAq davy $ddanosal puu dn
PIYoo| pur poprIIdp UdAq svy pur( 8y, "poIucyd daTy sawl], dWIjuI aq 03
POIDPISUOD 30U DM JEIAY Y] Jo [eludajod 901n0sad ay) pue pue| uadQ

apedap Siyj Jo siwed Juluiewal ayy pue g167

ur diysaopesy eongod jo adudijeys [uonid ayy st vuvjuoly jo suonuidad
-X2 JRAH oyl pul SAN[LIT Y} WOIMIDQ SuodIprRIU0d Yy Juruvjeg

‘dutayp quosep e
uand jounvd oya dpdoad Luvw ysisse Lpjenbape 0} $22IN00s31 Y3 aavy jou
op om Juq slayie Huidppy jo sidduisd 2o13u0ay YY) priLIdyul daty A

NOISSIS QUIHL-ALYOJI—TVNUNOCL m@;)ﬁ 9

1 3 e o o e s OTP



Clae WwiW et v

JEM 15 et lod L) DulabY & WHITHEY ) w0

on

Memorandum

Re: Montana Coal Severance Tax Bond Program

From: William Johnstone

(Y

The .purpose of this memorandum is to summarize briefly
the statutory and contractual obligations of the State of
Montana (the State) in connection with various outstanding
bonds payable from or secured by the coal severance tax (the
Tax) and to discuss the relationship between those obligations
and suggested legislation relating to the Tax,

Bonding Programs

There are presently three bonding programs authorized
by State legislation which provide for use of the Tax as the
security or source of payment for bonds:c (i) Title 17, Chapter
5, Part 7, MCA, as amended and 1985 Montana Laws, Chapter 717
(the Severance Bond Act) authorizes the issuance of up to
$89,000,000 of Coal Saverance Tax Bonds (the Severance Bonds)
for various water projects; (ii) Title 85, Chapter 1, Part 6,
MCA, as amended, (the Water Development Bond Act) authorizes
the issuance of up to $10,000,000 of general obligation water
development bonds to finance water development projects; and
(iii) Title 17, Part 5, Chapter 15, MCA (the Economic
Development Bond Act) as amended authorizes the Montana
Economic Development Board to secure Economic Development Bonds
issued thereunder by pledging receipts of the Tax in the
In-State Investment Fund,

Saverance Bonds

The State has outstanding approximately $28,000,000 of
Severance Bonds, consisting of Series 1985A ($16,700,000) and
Series 19858 (3$11,300,000). The proceeds of the Severance
Bonds have been or are committed to be loaned to various
political subdivisions or water user associations for the
purpose of financing water projects, The Severance Bonds are
payable and secured by a first lien on the following revenues:

(i) loan repayments and other revenues of the State
with respect to the projects;

(ii) the receipts from the Tax which are required by
the constitution to be deposited in the Trust
Fund (1/2 of annual receipts); and
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(iii) investment income and other incidental revenues
(the Series 1985B Bonds are also secured by a
letter of c¢redit from the Long-Term Credlt Bank
of «Japzan).

The pledge of the Tax is accomplished by requiring that the Tax
receipts are first deposited to a Bond Fund in the Trust Fund.
While in the Bond Fund the tax receipts may only be used to pay
principal and interest on the Severance Bonds or other Bonds
hereafter made payable therefrom. Monthly the State Treasurer
transfers surplus Tax receipts from the Bond Fund to the
Permanent Fund of the Trust Fund. Surplus Tax receipt are
those in excess of that required to pay the principal and
interest due on the Severance Bonds during the succeeding 12
months. Tax receipts in the Permanent Fund are not pledged to
the Severance Bonds and may be appropriated by a 3/4 vote of
each house of the legislature for any authorized purpose.
Income from investment of the Tax receipts in the Bond Fund and
Permanent Fund is transferred to the Income Fund., The Income
Fund is also not pledged to the Bonds. | - .

Pursuant to the Bond Resolution and the Severance Bond
Act, the legislature has agreed:

The legislature shall provide for the continued
assessment, levy, collection, and deposit into the
coal severence tax bond fund of the coal severance tax
which, togsther with such other revenues, assets, and
money as may be deposited to one or more special bond
funds pledged for the benefit of coal severence tax
bonds, will be sufficient to produce an amount that is
at least the amount necessary to pay, when due, the
annual debt service charges on all outstanding coal
severence tax bonds,

Section 17-5-709(1) Montana Code Annotate., This agreement
constitutes a contract between the State and the holders of the
Severance Bonds, ,

To further secure the Severance Bonds, the State has
agreed that no additional Severance Bonds may be issued and
made payable from the Bond Fund unless the Tax receipts pledged
to the Bond Fund plus certain other revenues pledged thereto
received in the praceding tnree years have averaged two times
the maximum annual debt service due on outstanding Severance
Bonds and the proposed Addltional Bends.,

SENATE TAXATION

EXHIBIT NO
DATE____/~2¢-87

BUL NO___ .8, 3




B
-1

SRERFO I
t’:'.:. _,sflj F

JAN 15 787 16:20 DORSEY & WHITMHEY P.d. o

: \
Water Development Bonds

b

The State has outstanding approximately $3,600,000 of
Water Develcpment Bonds. The Water Development Bonds were
issued to make loan to individuals (primarily farmers and
ranchers) to finance private water development projects. The
Water Development Bonds are general obligations of the State
for which the State's full faith and credit and taxing powers
are pledged. In addition the Water Development Bond Act pledges .
to the Water Development Bonds: (i).1-1/4% of the one-half of
the Tax receipts not pledged to- the Trust Fund and (ii) all
loan repayments realized from the loans made from proceeds of
the Water Development Bonds. Because the Water Development
Bonds are general obligations of the State, the Water
Development Bond Act permits the State to change the pledge of
the specific Tax and loan repayment revenuess as long as the
revenues pledged are sufficient to pay the principal and
interest on the Bonds.

The Water Development Bond Act does not permit the
issuance of additional Water Development Bonds, unless the
annual Tax and other revenues pledged to the Water Development
Bonds are determined to be sufficient to pay the principal and
interest on all outstanding Water Development Bonds ancd the
Water Development Bonds to be issued,

]

Guaranteed Economic Development Bonds

Twenty five percent (25%) of the annual deposits of
Tax receipts to the Trust Fund after June 30, 1983 (after
'passing through the Bond Fund) plus certain investment earnings
are gsegragated in the In-State Investment Fund (which is a part
of the Permanent Fund) and invested by the Economic¢ Development
Board in in-state investments. The Economic¢ Development Bond
Act authorizes the Economic Development Board to pledge the
In-State Investment Fund to guarantee or secure Economic
Development Bonds issued to finance loans for econonic
developments., The Montana Supreme Court has determined this
authorization to be unconstitutional. No Economic Develcpment
Bonds so guaranteed or secured have been issued.

Proposed Legislation

We are aware generally of various legislative
proposals. The following is not intended to be a detailed
analysis of any specific proposal, but rather a general
discussion of certain considerations which are required from
the existing Bond Programs.
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1. Reduction or Elimination of Severance Tax. The
legislature may, consistent with the contracts with cwners of
the Water Development Bonds and the Severance Bond, reduce the
rate of taxationy preovided that after such reductions the Tax
receipts and other revenues pledged to the payment of the Bonds
remain sufficient to provide for their payment 1in accordance
with the contracts. Any such raduction, at least if it results
in a reduction in Tax receipts, will limit the State's ability
to issue additional Severance Bonds and Water Development
Bonds. It may also, particularly with respect to the Severance
Bonds, cause a downgrade in the Bonds' credit rating. If
additional Severance Bonds were issued, the rate of interest
would be increased, .

Absent the retirement or defeasance of the Severance
Bonds or Water Development Bonds or the provision of an
alternate source of payment which is equivalent to the
Severance Tax, the Severance Tax could not be rspealed by the
legislature, To do so would impair the contract with the
owners of the Bonds in violation of the United States .
Constitution, ’ '

2. Division of Severance Tax From Trust Fund. So
long as the Severance Bonds are outstanding, the State is
contractually obligated to deposit the Tax receipts in the Bond .
Fund. However, if the constitution were amended the Tax
.teceipts flowing through the Bond Fund to the Permanent Fund
could be diverted to other purposes. Even if the constitution
were not amended, with a 3/4 vote of each house of the
legislature Tax receipts in the Permanent Fund could be
appropriated for any authorized purpose.

3. Pledge of Severance Tax To Qther Bonding
Programs, The Tax receipts to be deposited in the Trust Fund
could be used to pay and secure other Bonds issued under other
programs authorized by the legislature in either of two ways.
First, the Bond Resolution authorizing the issuance of the
Severance Bonds permits additional Bonds to be issued
thereunder and made payable from the Bond Fund to finance other
programs authorized by the legislature. Presumably a program
to finance infrastructure improvements, for example, could he

- 80 authorized. Any such additional Bonds could only be issued
if the additional Bonds test in the Bond Resolution and
Severance Eond Act (regarding the sufficiency of the piedged
revenues) were satisfied. Second, Bonds to finance other
programs could be made pavable and secured by the Tax receipts
after they flow through the Bond Fund to the Permanent Fund.

SENATE TAXATION \
EXHIBIT NO.

orre__[=/6=&7
BILL NO._xS.8., 3






