MINUTES OF THE MEETING
FINANCE AND CLAIMS COMMITTEE
MONTANA STATE SENATE

April 2, 1987

The 22nd meeting of the Senate Finance and Claims committee
met on the above date at 8 a.m. in room 188 of the State
Capitol. Following roll call the meeting was called *to
order by Senator Regan, Chairman to hear House Bill 7.

ROLL CALL: All members present except Senators Story and
Haffey who were excused.

CONSIDERATION OF HOUSE BILL 7: This bill was the Long Range
Planning committee bill by request of the Depsartment of
Natural Resources; and is the Water Development Program,
Grants and Loans. The bill was sponsored by Senatar Thoft,
and in his absence Senator Van Valkenburg explained the
bill.

Senator Van Valkenburg said House Bill 7 1s & Bbill that
would appropriate money for water development projects in
the state. It has <=several aspects to 1t, the Water
Development Grant Program, the Water Development lLoan
Program, the Renewable Resource Development Program, snd the
Coal Tax bonds water loans program. The bill has $8483,00d
of water development grants in 1t, $1.1 million of water
development loans, $154,0800 of renewable resource grants,
924,008 of locans that hawve been reauthorized that were
previously authorized by the Legislature in other sessions,
and then $37 million of Coal Severance Tax lcansg, zome of
which are also reauthorization fram other sessions, and
finally $125,00¢ for emergency water development grants.
The loans in the bill are indicated with "1" on pages 4, 3
and &3 the grants are indicated with ag” He saild there
were conditions on the 1loans and on the grants and were
generally set out in the book that overy lagislater got. He
said the grants were a little illuzory since we do not have
$848,000 of expected revenue to fund 311 these. They ar=
ranked in priority order and the available funding would
appear to be only $295,92¢ which would mean anly the first
four grants would be likely to be TfTunded during this
biennium. He said he felt the cther thing that should be
brought to the attention of the committee was with respect
to the coal severance tax loarn portion of the bill which
begins on page 11, you will see language 1n each case fram
group a through group e, cetting cut the terms of the loans.
the interest rates, and there 1s a subsidy for a number of
the projects. He said the one that had the highest subsidy
is an agricultural project. and they are trying to keep the
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pragram  a&alive and well By making c=rtain there are

agricultural projects in it.

Senator Van Yalkenburg went through the bill giving comments
on different sections to explain it o lithtle further, =tals!
then said he would be available for quaestians.

There were no fTurther proponents. no coponants. and  Zenataor
Regan asked if there were guestiaons from the committae.

QUESTICNS FROM  THE COMMITTIEE: Senator Hammond said, it
seems to me that 2 vears ago we had languaege in the bill
that proczzsed these funds saying they should be generated
taward agriculture, encourage them to be generated toward
agriculture. Am I right? Madalyn Buinlan, ficcal analyst,
answered yes, and Senator Van Valkenburg said, I don™t
remember exactly where the language was, but there was a
clear Legislative intent, as I remember, that that iz what
should happen, and that’s what I was referring to when I was
talking about the Middle Creek praojesct.

Senator Hammond asked, why is there the difference 1n the
percentage pointg <0 far as the interest under the bond
interest = concarned? Some are 1/2 a percent some are
whole point under, why? Senator Van Valkenburg said, the
basic reason is that when the Department puts this together
they do so on their assessment of public need and technical
feasibility, and secondly on the basis of the zability cf the
borrower i1n the case of a loan, to repay the loan, and then
in comparison with the cost other water users are paving.
They try tn eep the costs not too far out of line with
similar water users.

Caralee Chenevy, Chief, Water Development Bureau saidd,
basically that 1is the process we use. ke loak at the
resulting water user rates, should there not be a subsidy,
and then the local incame.

Senator Hammond asked, what percentage of this water
development is given to the towns and cities of this fund.

Caralee Cheney said, we do have compariscons we’ve made 1in
various parts of the preogram. At this particular time
communities are getting about 37%, irrigation districts are
getting about 27%. She said she would get the information
for Senator Hammond. '

anplications. If the state in agriculture is such thai
people don’t even have the ability to put together
applications, you don’t have enough applications to even
take advantage of the morey that is potentially there.

Senator Van VYalkenburg said, part of the problem hera is
£
\
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Senator Himsl ashked, on page 16, would vyou devslop a littls

movye on  the state hydroelectiric projects? What’s the
ratignale for that? Especially now when we have the surplus
of power. what 13 the story on that? Senatov Yan Yaltsnburg

sald, 1! think Mr. Fasbender could answer that guestion.

Larry Fasbendar. Divector., Department af Natura Recource

o
said. The Broadwater Toztor project with the «tate o7
Montana. actually wcot a FERC (Federal Enevgy Re=qulatory
Commicsion) lizense on it 2 years ago, we have 2 veare left

-

to run on 1t. Beforz that we went through a process where
the state of Montana had to put out bids to see if anyone

wanted tc lease that hydroelectric project. The state of
Montana had a preference on it at the time and exercised our
preference on it, not having received any acceptable

recommendations from any other source. When I fivst came to
the Depactment in 1985, the avoided cost rate was about
172 to 7 cents. Because of the situation that was in effec
at that time the Public Service had set us an avaoided o=
rate, [ really didn’t think it was good public pelicy far
te of Mantana to enter intg a contract that was going
ise the rates of the rate pavyers in the state an amount
that app=ared to be guite high in relation to what wholesals
electric power was selling forj; consequently nothing was
done on the project. Since that time th% Public Service
Commizsion has lowered the avoided cost rate =nd our
estimates right now are that the cost would be approximatealy
3 174 and 3 1/2 cents per kilcowatt hour. That’s an average
2 there are a lot of factors in maklng that sort
te. Ancther factor that has charged since 19935, PR
that the Interest rates we were looking at back in 783  sere
much higher than they are right now. It would appear.
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depending on what is done with Coal Tax in this session

the Legliszslature, that we will be able to sell bonds bDelow
“. That nad a significant =2ffect on the <ozt of  Utha

project and itne amount we would have to have in order to gst

a return on the project. In 2 years, 1f we don’t begin to

develop that project -— actually if we don’t begin to

develop it by April of ’88 we will lose the FERC licenze.
At that time an individual could come in (because we changed
the law in ’RF), an individual could caome in and make
application and apply for that project and probably build
ity and their rate would be the same as the state is getting
“ight now. That public policy question has been zomewhat
changed; whethear we develop it cr Public Energy develops 14,
the cost to the rate payer is going to he the same. We have
taken a look at the project and it is probably one of the
two best sites in the state of Montana for develaopment.
Broadwater dam 1z owned by the state of Montana, the water
users in that particular area have been having some trouble
operating the dam with the gates that it has. We can see
quite a few benefits both to the water users and to the
state aof Montara if we were to put the dam i1nto effect. The
economic analysis done on the dam indicates that it would



Finance and Clat
April 2. 1987
FPage 4

have a net present value after we finally get everything
designed, completed and sell the bonds, we are estimating it
will bhe between $34 million and $2&6 million In the state of
Montana, which is rather significant. '

Mr. Fasbender said, one of the other things we have
discussed with the Laoang Range Buillding Committ=e iz the
problem we have with a number of state budgets, that owr
state dams aren’t safe. ~e  have not In  any way dJdone
anything basically to upgrade the more dangercus anes.
Right now we are down warking on Tongue River Dam dolng somes
minor repalvse, but the co=t of repairing that dam alone at
minimum. just to bring it up to a low level of risk would be
somewhere around %290 million. Obviously the state doesn’t
have the wherewithall. especially at the present time to
generate those kinds of dollars. Effecting the repair
doesn’t return anything to  the state of Maontana, either.
You’ve have made the decisions I’ve made the decision, ["ve
talked tao the Governor, and the Board of Natural Resources
-- we nave gone thyrough all the processes. We are now
planning on building that project. We will be sizing 1it,
designing it, and putting it up Tor bids sometime in the
next few months., One of the things the Board of Resources
did ask us to do before we finally completed the financial
structure and present it to them in June, 4as ask that we
would see 1f any private developers could develop it at a
zsomewhat lowser yisk to the state and 3£i1ll get a pretty sond
return., We are looking at that &t this time, bul we are
proceeding with the idea that the state will be building the
oroject.

G

Senator Keating asked, with regard to the coal tax bonds
that are used faor the various water projects; could vou glva
us a little it of a +un downy a schematic of haw  that
works? We sell the bonds and lend the money to pesople and
then they pay the things back, and where does the <oal tau
money come in?  Mr. Fasbender answered, the coal s@verance
tax 1s actually used to back the bonds that we =sell. e
sell those bonds, the revenue bond is backed By the coa
severance tax and the <coal severance tar ie  used
guarantee the debt service on the bonds. Right rnow on  th
bond resclution we have a two times cCoverage clause i
which means that we have to have at least ‘two
money in a reserve that is zet aside before it goes 1
permanent trust. The coal severance tax has 3 di1f
funds in it. It has a bond fund, a permanent trust f
it has an income fund. Before the men2y 15 put into
permanent fund it is intercepted, =zo to «peek. for a period
of time, and that maney -- whatevze amount s ngeded to pa
the debht zservice on the cutstarcicrg bonds 12 cappasd at that
time. Everw month we g0 thyoughr ha
isn’t needed goes 1nto the permansy
time our severance tax bonds
as a general obligation bond.

Bracess and whatever
rust. At the prezent
11y have the same rating
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the bond vstlag those as very Joocd Honds. NI
backed with the pracess we  go through which guaranitees tihe
bond heldeays. e nave  about (4 times coverage with  the
oney that is {lowing vto Lhe coal severance tax ~ight  now
with the bonde that we have outstanding sa fav az gus debi
Service 1R Lons i, That will reduce somewhat,

we <ell mor

Lo -
AT

. more debt service, SO
atlo goes down. It 1s zlso going to be affected by the
amount of money going 1nto that, so whatever the legis!
daoes with the ccal saverance tax 1is going to  have  som
effect aon the amount of money that is available to back
honds. Me have auvthorization vight mnows to go up to a limit
of $2Z9 militon. @As s natural matter of fact if ths  soney
that is going into the coal severance tax right nwow —-—-  we
can’t sell more than about %180 million. We have ahout €349
million in bonds outbt now.
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Mr. Fashender said they refinmanced =ome bonds in 1789 BESTCRA
wers cald 10 "34, sold additional tonds. We may be sell

in the Water Development Pragram abcut 13 to 19 and then
would have the Water Development Project
Broadwater which could be up as high as %2& million.

Senatar Feating asked, to get into some specifics, 1f I oan
2ot vour memory. How much coal tax money then do we have
o have Tlaowing through that tbond fund in order to back inho
Omd%, the 938 million now and  theg anticipated addiiiounai
S miilion, s0 that would be about $88 millicn in bonds.
How much coa

o

tax do vou have to have flowing througn  trhere

to aot 2% wollateral? Senator Fasbhender answarad . MRTERE
wou sar according to what the interest vateaw
Cardlau C%en@y =31d, 1t WOl g he about €8 million., R

Fasher

1
zaid, that morey not necessartily b
the coal ssverance tax because we In turn veqguire that the
zell bontds and we buy the bonds from thems. and ©

the reveruaes they collect gnes to pay 27 the bonds. Ths
only thiog that comes out of the coal zeverancs Lax 1=z L
supsidy.

Cernator Feating asked, how much is  the (KR
Fasbhendar answered, the subsidy from 0ast o om
which we have lowered the inferest HECIEE AU L
HP3DE yd o 30D . B00 ., and chie viswl Lo R}
anathey FRE%, (A < We  are

Senator Hzating asked, iz that a4 wure  time e,

Fasbender said, that will go for the lifz of the oond.

Senatcy Teating asked, where does that 284,079
Mr. Fasbender sald that will come cut of the taw

Senalor e

ashed, is  there  any  obh=r sfate  monew
= pm;‘\/ fe<¥n) {

1.
zame ot these projwots are et
aroductive to pay the debt zervice 1¢ Lhe state liable? Mr.
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Fasbender said the state does guarantee the rate etc. to the
bondholder. Mr. Keating asked, no one has ever not been
able to service their debt thus far? Mr. Fashender said,
that is correct.

There were no further questions, Senator Van Valkenburg said
he closed.

DISPOSITION OF HOUSE BILL 7: Motion by Senator Manning that
House Bill 7 be concurred in. Voted, passed, unanimous of
those present.,

DISPOSITION OF HOUSE BItL 621: AN ACT APPROPRIATING OIL
OVERCHARGE MONEY FOR PROGRAMS ADMINISTERED BY THE STATE OQOF
MONTANAS; ESTABLISHING AN ENERGY CONSERVATION AND ENERGY
ASSISTANCE ACCOUNT, etc.

Senator Regan said she thought there were some problems in
the bill that should be addressed.

Motion by Senator Manning to amend House Bill 621 on page 3,
line 14, et. This would use a portion of the stripper well
money for insulation, heating plant, cost effective windows,
etc. for new construction. We have to apply for the grant
and the proposals have to be set up to certain guidelines.
He said this would be for the people, on schools and
hospitals on new construction, and subsection 3 funds would
be used for retrofitting existing schools and hospitals for
energy conservation.

Senator Regan asked i1f the members of the subcommittee would
take a look at it and comment if they so desired.

Senator Van Valkenburg said, I would like to ask Senator
Manning who the money is being taken from. Senator Manning
said out of the Institutional Conservation Program. Senator
Van Valkenburg said, it would come out of the Institutional
Conservation Program and be put into the Weatherization
account. This 1s an amendment that the subcommittee
considered and rejected. It sets aside $200,908 for new
schools and we considered this in the form of a bill that
was presented to the committee. It in essence, came down to
one or two schools in the Flathead area. They had a
situation there where a school burned down in West Glacier
and they are building a new school. We thought this was too
specific a use of this money. As long as this money was 1in
Institutional category that those schools would be able to
apply for it and compete for the money just the same as
everyone else in the state. If we adopted this amendment it
would in essences be a direct appropriation to that
particular school district.

Substitute motion by Senator Tveit that the amendment do not
pass.
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Question was called, voted, passed.

Some amendments were passed ocut by Senator Van Valkenburg
and he said it had 2 aspects to it. The first is to deal
with the energy share program. He said, you may recall when
the bill was presented, we were told Representative Addy had
amended the bill on the floor of the House, but the
amendment was not done properly, because to put the money in
the energy account it needed to come form the stripper
account and half of this money comes from the Exxon
overpayment. The first amendment would simply fix that so
all the money comes out of the stripper account. It would
leave the dollar amount the same so the energy share would
get what the House put in the bill.

Motion by Senator Van Valkenburg to move the above
amendment, page 3 lines 14 and 17.

Senataor Regan asked if this did not have a dollar for dollar
match. Senator Van Valkenburg said he thought it did.

Carl Visser, Energy Share Program; Billings, and with the
Human Resource Council said, the situation with energy share
is that there is a dollar for deollar match, and during the
last year as a private donation we had 318¢” individuals in
the state of Montana that donated a little, and each of the
dollars they put in were matched by this fund. We would
understand it to be a one time situation.

Senator Manning asked, is this a group of individuals that
fall through the cracks, they are not below the poverty
level low enough? Carl Visser answered, in this particular
situation this assistance would go to those people that are
just above. In the LIEAP program, you have to take the
income for the last 12 months, and there are sometimes
situations when the people become unemployed during that
time and they are not eligible because of the 12 maonth

determination. There also a number of seniors who have
medical bills, etc and can’t quite qualify for the federal
program. This i1s a private, non—-profit program.

Senator Hammond asked, this is by application? Mr. Visser

said vyes.

Senator Hammond. asked, it goes to the people above the
poverty level who haven’t been able to pay their bill? Mr .
Visser said, yes.

Buestion was called, voted, passeds unanimous of those
present.

Senator Van Valkenburg said, My second amendment is one that
would appropriate $%65,000 to the Department of Commerce for
the purpose of repairing the roof on the West Yellowstone
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airport, and $85,809% into the Institutional Conservation
Program. The reason we are doing this is that there is
158,300 of additional ocil overcharge money that has become
available since the subcommittee considered this bill. The
Institutional Conservation Program has been cut back already
$100,000 because of some earlier changes we had made in the
bill. That is why we thought it appropriate that $85,0090 of
that money should go back into that particular program.
When we considered the LRB bill the subcommittee deleted
funding for a roof at the West Yellowstone airport. We had
done that because we were of the opinion that the state
really should not be in the airport business.

Senator Van Valkenburg explained that the problem i1s the
state has a perpetual agreement with the federal government
to operate this particular airport and maybe something of a
moral obligation to at least take care of the immediate
needs of the airport. Members of the subcommittee have
talked to the feds on this. I think if we fix the roof that
there is at least a reasonable chance to turn it over to the
West Yellowstone authorities. He said he is proposing they
have the $65,00@ and fix the roof, and if the town will not
take it the Department of Commerce is directed to come back
to us in 2 years with a plan for closure of that airport.
L d

Senator Smith said he hoped we didn’t get caught up in this
like the legislature did with the Daley Ditch.

Senator Boylan asked, bas any contact been made with the
people of West Yellowstone on this?

Dave Needler, Aeronautics Division said they had in the past
contacted both Galatin County and the city of West

Yellowstone offering them the airport for $1 and have been
turned down. :

Senator Regan asked, how much does it cost to maintain that

airport? Dave Needler said the expenses this past season
totaled $42,9008.

Senator Hammond asked how did we get 1it? Senator Boylan
said the Federal government built that and Mike Mansfield

had that done years ago. It is a big airport, and an
expensive airport. It does bring in a lot of private planes
to land there. There were commercial airlines in there but

they are in and out, don’t stay.

Senator Hammond asked, how did the state get 1t? Mr .
Needler said, it 1is my understanding that in 1264 the
airport was proposed to serve Yellowstone National Park. At
that time the city of West Yellowstone was not incorporated
and therefore not an eligible sponsor. Galatin County took
the position that they were already responsible for 2
airports, and therefore the state of Montana in the
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The meeting was adjourned.

Senator R

1y Chairman
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2nd

1) Page
Strike:
Insert:

2) Page
Strike:
Insert:

3) Page
Strike:
Insert:

4) Page
Insert:

Senator Manning

3-31-87
House Bill 621

yellow

3, line 14.
"$1,550,000"
"$1,800,000

3, line 17,
"$950,000"
"$700,000"

8, line 5. .
"$900,000"
"$700,000"
L
8, following line 9.
"(6) There is appropriated $200,000 from the stripper

well payment to the department of natural resources for making
grants to school districts or hospitals for the installation of
energy conserving measures in schools and hospitals to be
constructed."”

Renumber: subsequent subsections




- EK
) . s " &
't:q__ i
(/L/ 'l [’ l - 4 I Ji *
| 1= i " <
./‘/14 53 {‘ kﬁ\"
/ 3 e 5 vy o ®
Y ~ ' \\\)\
< i AN )
\1 t / _ 1)
~ /\\, o

Acdmendments to HB &621:

Fix or repeal the "Addy" admendment

Fix ”4&6

Repeal —*7%5

1) Page: 3 ' 1) Page: 3
Lines: 3-19 Line: 14
Strike: Section S Strike: 1,335C.000
) Insert: 1,430,000
Page: 7 ’
Line: 25 2) Page: 3
Strike: 1,900,000 Line: 17
Insert: 2,000,000 « Stritke: 950,000
Incert: 830,000
Page: 8
Line: S ”

Strike: 9C0,000 ‘
Insert: 1,000,000

Repair the Ws=t Yellowstcone Airport Roof:

- ~N . " ) ﬁ .
1) Page: 7 P /.35 o .*'r-;/ - - AV éw//;/: 'r-_f/? A T,

W)

Line: !3 7 : 'I' s

Insert : New Section: Sectiosr 9. Thera is appropriata2d from
the Strigper Well Paymsnt  contained 1n the Federal ‘pecial
Revenue Fund to the Department of Commarce &6T5.C70 "o repair of

the roof at the West Yellowstone Airport.

2) Page:s 7

Line: 2%
trike: 1,7CC.030
[ns=art: 1,985,000



Senator Van Valkenburg
Amend House Bill 621

1. Page 3,
Strike:
Insert:

Page 3,
Strike:
Insert:

Line 14

"$1,550 "
"$1,650,000"

Line 17

” 950 QQQ"
"$850,000"

2. Page 7, Line 25

Strike:
Insert:

Page 9,
4 Insert:

)

" 1 O "
""$1,985,000" ,

Following line 12

"New Section: Section 9. There is appropriated from the
Stripper Well Payment, contained in the Federal Special
Revenue Fund to the Department of Commerce, $65,000 for
repair of the roof at the West Yellowstone Airport. The
Department of Commerce is directed to take the steps
necessary to transfer ownership of the West Yellowstone
Airport to the City of West Yellowstone or another local
public authority willing to own and operate the airport. If
no public entity is willing to take over the airport, the
Department shall present a plan to the 51st Legislature to
close the airport.

J%hu“m y gupgegue\-ﬂ" Sectioms

AMEND2:sva.
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STATE OF MONTANA

Offcc& o[ the fsga[atius Guscal O4na.[yst

STATE CAPITOL
HELENA, MONTANA 59620
406/444-2986

JUDY RIPPINGALE
LEGISLATIVE FISCAL ANALYST

March 27, 1987

TO: Senator Pat Regan
FROM: Taryn Purdyfr\_ . WB
Assistant Ana y%

SUBJECT: Family Practice Residency

In the 1983 legislature, the Montana Family Practice Satellite Unit
Program requested general fund for certain administrative costs due to its
loss of funding from the "Old West Region." The program was approp-
riated $65,000 in fiscal 1984 and $6,000 in fiscal 1985. The program had
originally requested $65,000 in fiscal 1985.

No tapes exist of Finance and Claims meetings prior to the June, 1986
special session. In the minutes of the Senate Finance and Claims Commit-
tee of April 13, 1983, Senator Judy Jacobsen is quoted as saying, "I think
if I felt that this was an on going thing I would agree not to replace it '
with general fund. Dr. Cook (who had represented the program in the
hearing) said they can get it started. They will not come back next
time..." A Dr. Norris is quoted as stating during the hearing that
", ..basically we are looking for a way to fund that position for the next

two years to get it off the ground..."

No other mention is made in the
minutes as to the intent of the committee as to whether the appropriation
was to be a one-time allocation. No record exists concerning Mr. Cook's
comments relating to Senator Jacobsen remarks, and written testimony

includes no mention of the length of time they were requesting state

financial assistance.

TP1:Kkj:sr3-27.
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STANDING COMMITTEE REPORT

MR. PRESIDENT
FPIAANCE AMD CLAINS

VG, Y OUN COMIMUTEEE DN cueuiniers i seieaassanennsersensnrntessssneraesesessnsnsestsssisssssenssresssestasessasnrneneses
having had under cons;deratnon‘iogsngLL ................
third reading copy { _...____blue )

WATER DEVELOPMENT PROGRAH GRANTS AND LOAHS

THOFPT

Respectfully report as follows: That........c.cooiiviviiiiiiiein 3 Oﬁ'SEBILL ................

BE CONCUREED 1IN

ZEZXXXX

DO PASS
XXLXXXXX

x%o’r‘\a& PA§S

BENATOR REGAR

Chairman.



STANDING COMMITTEE REPORT

MR. PRESIDENT

thixd reading copy (®lue )

color
ALLOCATE FEDERAL OIL OVERCHARSE MOMRY

YUILICI (dalker)

Respectfully report as folows: That............cooovrurereeeeiiieee e, gouse . B1il)................... No...54&X.«
be anmendad as follows:

1. Page 3, line 14. .
Serike:s ’$1.550,006'
Insert: 8I,550,000"

2. Page 3, line 17.
Striker “$350,000"
Insext: *33%0,000°

3. Page 7, line 25.
Strika: “51,.%900,000"
Ingert: *31,985%,000"%

4. Page 3, Following line 12.

Insart: “Hew Section. Section 10. There i3 apvropriated frxom the
atripper well payment, contained in the faleral speciasl revenue fund
te the departsent of conmerce, $65,302 for raepair of the rxoof at
West Yellowstone alrport. The department of commerce 1s directed
to take the steps necessary to transfer ownership of the ¥West
Yellovwstone airport to the city of West Yellowstone or another
local public authority willing to own aad operate the afrpoxrt. If
no publlic entity is willing to take ovar the airport, the department
shall preseat a plan to the 518t legislature to close the airport.®

Renumber: subseqguent sectioas

AED AS AMENDED
BZ COHCURRED I

PEFREL
5E¥EF RIS

Senator Regan Chairman.



