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February 17, 1979 Introduced and referred to
Committee on State Administration.
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46th Legislature tC 1370/01% LC 1370/01

1 MBILL NOD. 6 H expenditures beyond local govermment®s capability to
F4 INTRODUCED BY _1.5 2 finance: and

3 BY REQUEST OF THE DEPARTMENT OF COMMUNITY AFFAIRS 3 (¢} adequate public Facitities and services foster the
4 % econcmic development and sccial well-being of a3 community.
5 A BILL FOR AN ACT ENTITLED: "™AN ACT TO REPLACE THE COAL 5 (2) Thereforee the legistature heredby allocates a

& B0ARD WITH A COMMUNITY DEVELOPMENT BOARD EMPOWERED YO MAKE 6 portion of the revenue derived from the developsent of the
7 GRANTS AND LOANS TO LOCAL GOVERNMENT UNITS FOR CAPITAL 1 state's natural resources to & cossunity development
8 PROJECTS; REALLOCATING THE DISTRIBUTION OF THE COAL 8 account. Communities will receive loans and grants from this
9 SEVERANCE TAX FUNDS AND A PORTION OF OTHER TAXES ON NATURAL 9 account to provide essantial public services and facilities
10 RESOGURCES TO A COMMUNITY OEVELOPMENT ACCOUNT; AMENDING 10 to their residents;
11 SECTIONS 15-35-108, 15-37-207Ty 15-59-108+ 20-9-343, 11 BEM SELIION. Section 2. ODefinitions. AS used in
12 B5-1-332¢ 90-6-202, AND. 90-6~210+ MCA; AND REPEALTIMG 12 [sections le 2+ and 5 through 10}y the following definitions
13 SECTIONS 2-15-1104¢ 90-5-20%¢ 90-6~-203 THROUGH 90--6-209: AND 13 apply:
& GO0-6-211s MCA™ 14 (1) *Board™ wmeans the comsunity development board
15 15 created in [section 4J.
16 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 16 {2) "Capital project™ includes:
17 NEW SECTIONs Section l. Purpose. (1} The Montana 17 {3} the acquisition of lande rights-of-ways buildingse
18 legislature recognizes that: 18 or structures;
19 {a) development of the state’s coal and other natural 19 (b} preparation of sites;i and
20 resgurces nas stimulatad rapid growth in certain areas and 20 {c} constructione reconstructiony desolition. or
21 strained the ability of nearby comsunities to provide 21 alteration of existing facilitiess Incliuding but not limited
22 essential public facilities and services; 22 to streetss roads. and bridges.
23 (b} federal laws and regulations requiring upgraded 23 {3) “Energy developsent® means exploration for or
24 community watery, sewery and solid waste systems to meet 24 extractiones conversions storages processings or
25 national  environmental standards frequently require 25 transportation of natural resources necessary to the
jt ! )
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productione storager or transportation of energye

(4) ™Financial assistance® means grantse loanse+ loan
gquaranteess Or any combination thereof.

(5) ™Local government unit™ means countiesy citiesy
townsy school districtss and other political subdivisions of
the statey including rura?l improvement and special
improvemant districtse

NEM_SECYION. Section 3. Community developsent account
established — administratione (1) There is within the
earmarked revenus fund a community development accounte.

(2) Noney from the following sources are paid into
this account:

(a) the coal severance tax collectionss as provided in
15-35~1083 .

{b)} 25% of the tax collected from the lticense tax on3

{i) wetal mines imposed in 15-37-101;

(ii) micaceous wineral mimnes imposed in 15-37-201; and

{iii) cement and gypsum producers imposed in 15-59-102;

{c} 25% of the tax collected from the tax on
electrical energy producers imposed in 15-51-101;

{(d) 25% of tha tax collected from the oil and gas
severance tax imposed in 15-36-101; and

(e} 25%x of the monay collected from the water
resources projects under the terms of 85-1-332(2).

{3) Any unobligated or unspent funds in the local
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impact and education trust fundes created in the former
90-6~202¢y to the credit of the coal board on {the effective
date of this act] shall be transferred to the community
development accounte

(4) The state treasurer shall draw warrants from this
account upon order of the boarde.

{5) A1l payment of principal and interest on loans
made by the board shall be deposited in the accounts

(6} At the end of each fiscal years any obltigated but
unspent balance of 2 grant or loan and any unobligated funds
shall be retained in the accounte

{7} The balance in the account shall be invested under
the unified investment programe The income produced from the
investment of the balance shall be placed in the general
funds

NEW _SECTIOMg Section 4. Community development board
~~ allocation -~ compositions (L) There is a communit*v
development board composed of seven mewmbers.

{2) The community development board is allocated to
the department of community affairs for administrative
purposes onlyr as prescribed in 2-15-121.

(3) The members of the board are selected as follows:

{a) The president and the wminority leader of the state
senate and the speaker and minority Teader of the state

house of representatives shall each appeoint one members

e
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(bl The governor shall appoint three members, one of
whom must be the director of the department of community
affairse

(4) No more than 4 members may be residents of the
same congressional district.

(5) Members® terms expire on January 1§ of the vyear
following the gubernatorial election.

MNEN SECTION, Section S5 Community development board
-— membership -- organizatione (1) The governor shall
designate the chairman of the boarde created in [section 4].
The chairman may make and second motions and vote.

(2) VYacancies on the board shall be filled in the same
manner as regular appointmentse and the sember appointed to
fill a vacancy shall serve for the unexpired ters to which
he is appointeds

{3) A wmember wmay be removed for cause by the officer
appointing that member to the boards

{4) A m2jority of the membership constitutes a3 quorua
to do businesse. A favorable vote of a2 sajority of all
members of the board is required to adopt any resolutions
motiones or other action concerning the awarding of financlal
assistance.

(5) The board shall weet semiannualiy and may meet at
other times as called by the chairman or a majority of the

meaberse
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{6) Members are entitled to compensation as provided
for in 2-15-127(7).

NEYM_SECTIION. Section 6. Community development board
-~ powers and dutiess {1} The board may:

{a} sue and be sued;

{b}) take and hold title to property given to secure
loans made from the community development account;

(c) grant financial assistance to 1local government
units to fund essential capital projectse

(2) The board shall:

{a) adopt rutes establishing procedures and quidelines
for evaluating and granting financial assistance;

{b} consider applications for financial assistance
from the community development account; and

{c) administer any grants awarded under the forser
90-6-20% for which funds are unspent on [the effective date
of this act]e

NEM _SECTION. Section Te Application for financial
assistances {1) The governing body of a local govermment
unit may apply to the board for financial assistance.

{2) The board shall provide the application forms and
require such information as it considers necessary to
evaluate the application under the criteria established in
[section B].

{3} The governing body must submit its application

-
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during a submittal period established by the board as
required in [section 9]«
NEW SECTION, Section 8. Basis for

applications and awarding flinancial assistances (1) By

evaluating

December 31+ 1979+ and before awarding any financial
assistances the board shal)l publish rules establishing
detailed gquidelines for avaluating the criteris listed in
subsection (2)e

{2) 1ln avaluating applicationss the board shatl
consider each of the following criteria according to the
guidelines established in its rules:

{a) whether the project would eliminate or reduce a
direct and obvious threat to the public healths safetys or
welfare; ‘

{b) whether the project is consistent with an owverall
plan in the cosmunity or area;

(c) the applicant®s ability to finance the project
through the issue of bonds;

(d) the applicant®s mill levy in recent years compared
to Yevies in similar local government units in the same
Years:

{e} the applicant®s efforts to secure financial
assistance from other sources for the project;

(f) the applicant®s history of management <capability

and fiscal responsibility; and
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{g) the funds available to the board.

NEW_SECYIION. Section 9« Procedure for awarding
financial assistoncae (1) The board shall establish two
dates each year b which applications must be receiveds AT}
applications received in one of the submittal periods shall
be considared together and ranked acco;ding to their public
needss Except as provided in subsection (Z2)s the board may
not grant financial assistance to any applicant without
consideriny all other applications received during a
submittal periode

{2} The board may consider an individuval application
and award financial assistance prior to the end of the
submittal period ¥f the application invoives an imminent
threat to public healths safetys or welfares

{3}  The board shall award loansy rather than grantss
whenever possible and shall encourage applicants to seek
funding from other sources.

(%)} The board must award at Jleast one-third of ¢t
total funds awarded for financial assistance during any
bienniuas to projects designed to mest needs created by
energy developmenis

{5) The totai amount of funds the board awards each
fiscal year may not sxceed the balance in the community
develiopment accounte

MEM _SECTIDONs Section 10 Limitations on financial

~B-
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assistances {1} The term over which any grant is paid may
not exceed 3 yearse Any unspent balance of a grant reverts
to the community development account after 3 yearse.

{2) The amount of a loan may not exceed 90X of the
cost of the capital project for which it is granted.

{3} The term of the 1oan may not exceed 20 yearse

{#) Lecans wade by the board shall bear interest at the
same rate charged by the United States farmers®' home
administration or its successor for community facility loans
at the time the board makes the loane

NEW SECTIONes Section lle Education trust fund created
~- administratione {1) There is within the earmarked revenue
fund an education trust fund account. Money is paid into
this account under 15-35-108.

(2) Money in this account shall be invested under the
unified investment program established In 17T-6-201le Of the
income from such investments each years 10X shall be added
to the principal of the account to be segregated and held in
trust for the purposes of supporting the public schools and
university systems of the states Of the remaining 90% of the
income from such investmentsy three-fourths shall be
annually paid into the earmarked revepnue fund for state
equalization aid to public schools of the state and
one-fourth each year shall be paid to the board of reqgents

of higher education for use by the institutions of higher

-9
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learning in the stater subject to the budgeting authority of
the legislaturee The principal of the education trust fund
account shall be dedicated to sducation and forever remain
inviolate and sacred to this purpose as provided in sections
3 and 10 of Article X of the Montana constitution.

Section 12« Section 15-35-108sy MCAs is asended to
read:

®15-35-108. ODisposal of severance taxese Severance
taxes collected under the provisions of this chapter are
allocated as follo;s:

{1} To the trust fund created by Article IXs section
Ss of the Montana constitutions 25% of total collections a
yeare After ODecember 31« 1979y 50X of coal sevarance tax
collections are allocated to this trust funde The trust fund
moneys shall be deposited in the fund established under
17-6-203(5) and invested by the board of investments as
provided by lawe

{2} Coal severance tax collections reaaining after
allocation to the <trust fund wunder subsection ({1} are
allocated in the following percentages of the vremaining
balance:

{ay to the county in which coal is ainede 2% of the
severance tax paid on the coal mined in that county until
January l¢ 1980, for such purposes as the governing body of

the county may deterwmine;

-10~
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{b) 2 1/2% untit--becember-3iv-1979%v-ond—thereafter--5%
to the earmarked revenue fund to the credit of the
alternative energy research developaent and desonstration
account; .

{c) 2é6~iy2t-untit-duiy-iv-1979v-and-thereafter-37-iy28
16 1/2% to the earmarked reveanue fund to the credit of the
Focat-impect-ond education trust fund account; .

{d} fFor-sech—of-the-2-f+secal-yeors-foliowing—dune—38y
1977 ¢-13N-to—the—earsarked-revenve—fund-to-the-credit-of-the
ecsot-—aree-—highway—isprovement-account 203 tg the earsarksd
reyaous fuad to the credit of ihe comsupity development
accounts

{e) 10X to the earmarked revenue fund for state
equalization eid te public ;choo!s.of the state;

(f) L3 to the earsarked revenue fund to the credit of
the county land planning account;

+giy-—2-iyi—to—the—sinking-fund-te-the-credit-of—the
renewsbio-resource-development-bond-eaccount?

thi{gl 2-iy2S—through-June-38y-i959y—one—helf 1 1/43
to the earmarked revenue fund for the purpose of
acquisitions operations or maintenance of sites and areas
described in 23-1-102 and protection of works of art in the

state capitol and other cultural and aesthetic projectse

subject to legislative appropriationses and ome—hadf )1 1743

to the earmarked revenue fupd to be invested in 3 trust fund
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for the purpose of parks acquisition or managementes #After
dune-38v—19¥%y-5i—to—the-trust—-fund-for-the-purpose—of-porks
aesquiesition——or--menegementy Income from the Lrust fund
established in c'.s subsection th}y (g)l may be appropriated
for the acquisition of sites and areas described in 23-1-102
and the operation and maintenance of sites so acquired and
protection of works of art in the state capitol and other
cultural and aesthetic projectsta

++3th) ald other revenues from severance taxes
collected under the provisions of this chapter to the credit
of the general fund of the state.™

Section 13. Section 15-37-207T« MCAs is amended to
vead:

®]15-37-207. Disposition of procceds of taxe A3+ Of the
license taxes collected under the provisions of this parts
15x shall be deposited to the credit of the general fund of
the state and 25% to the credit of the community development
accpount created ip {section 3]-*

Section l4e Section 15-59-108y MCAe is amended to
read:

*15~-59-108. Deposit of taxese AH+ Of the license taxes
coltected under the provisions of this parts 13% shall be
deposited to the credit of the general fund of the state apd
creatad in [section 2A]."
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Section 1=, Section 20~9-3&3¢ MCAs is amended to read:

n20-9-343. Definition of and revenue for state
equalization 2ide (1) As used in this titles the term “state
equalization <id®™ wseans those wmoneys deposited in the
earmarked revenue fund as required in this section plus any
legislative appropriation of soneys from other sources for
distribution to the public schools for the purpose of
equalization of the foundation programe

{2} The following shall be pald into the earmarked
revenue fund for state equalization aid to public schools of
the state:

{3) 25% of all moneys received from the collection of
income taxes under chapter 30 of Title 153

{b) 25% of all moneys received from the collection of
corporation license taxes under chapter 31 of Title 15s as
provided by 15-1-501;

{c) 102 of the moneys received from the collection of
the severance tax on coal under chapter 35 of Title 15;

(d} 62 1/2% of the moneys received from the treasurer
of the United States as the state®s shares of oll, gass and
other mineral royalties under the federal HMineral Lands
Leasing Acts a5 amended;

(e) interest and income moneys described in 20-9-341
and 20-9-342;

(f) income from the }ecei—itwpact-and education trust
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fund account; and

{g} in addition to these revenuess the surplus
revenues collected by the counties for foundation program
support according to 20~9-331 and 20-9-333 shall be paid
intoc the same earmarked revenue fund.”

Section lbe Section 85-1-332y MCAs is amended to read:

"g5-1-332. Disposition of moneys collected. (L} For
the purpose of carrying out the provisions of this chapter
and such other water resource authoritys powerss and duties
as are confarrad-upon the department by 1aws the following
moneys shall ba deposited in the earmarked revenue fund for
the use of the department:

(a) all sums of money donated or Contributed by the
federal government or any department or agencies thereof;

(o) 311 giftse donationssy bequestsr and devises made
to the state therefor and proceeds of the sale thereof; and
the proceeds of the sale or redemption of and the interest
earned by the securities purchased or acquired with money
received under this subsaection;

{c} all reiwbursemsents for wmoney advanced for the
payment of the assessments upon states scheol-granteds and
other public lands for the improvement thereof as provided
by Yaw;

(dy a1l reimbursements for money advanced for the

investigation and survey of reclamationy electrifications

“1l4 ;"._;j ;"’L '._
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and rehabilitation systems or projects proposed to be
financed in whole or in part by the reclamation of lands and
dikings drainages and diking and drainage dams for
conservation of water to be used in reclamation of land or
stock reserveoirs or for the constructions maintenances and
operation of plants or projects for the manufacture or
distribution of electric current;

{e} all reisbursements for costs of surveys and
investigations for wmoneys advanced to countiese citiess or
towns or their praportion of the cost thereof or from any
othar sources.

(2) ¥he 0Of _the followinga I3X shall be deposited in
the state general fund and 253 in the earsarked reweoye fund
to_the ceedit of the comsunity developsent account:

(a) all income or profit and revenue of the works and
all wmoney received from the sale or disposal of waters use
of waters water storages or other service and from the
operatians leases s3sales or other disposition of the workse
propertys and facilities acquired under this chapter; and

{b} all sums received by the department for the use of
electricity in excess of the saintenance and operation of
the electrification system or project.”

Section 1T« Section 90-6-202y HMCAy is amended to read:?

»90-6-202 Aeecounts Account established. {1} Fhere-is9

within——the-—ecorassr ted- ~revense-—fund-—a--}ocat--irapsct—-and
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education——tivat-—Ffund-eccountv-MHoneys—are—payebie—into-this
aceount-ander—i5-35-186v-—-Fhe-—state- -treasvrer-—sholi-—draw
warrants—from-this—ececount—upon—order—of-the-coal-boerds

t2y~~There ‘3 within the earmarked revenue fund a coal
area highway improvement accounte

42} This account §s abolished June 30s 19681. Any
unebligated funds _remaining _in _the _account on thai date
ahall he transferred to the general fuonda™

Section 18. Section 90-5-210¢ MCAs is amended to read:

®90-6-210. (Coal area highway reconstruction programe
{1} The department of highwayse within the area designated
as the eastern Wontana coal field economic growth center as
cortifiod to the secretary of transportation by the governor
under section 143, Title 23, United States Codes shall
prepare a special construction program for the
reconstruction of deficient sections of these highwayse

(2) The department of highways shall expedite the
planning and reconstruction program for oprojects on + o
desi gnated portions within this area by using funds
etiocoted-under-this—subseetion in the cpal area highway
improvaesent account and any faderal funds that may be made
available to match such fundse Until federal funds are made
avaitable to satch che funds sltocoted——under-—this
subsection jp tie acdoupts the department of highways mays

upon approval of the Hontana state highway commissions
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expend such funds for planning and reconstruction projects
With or without assurance fros the federal government that
unmatched state expenditures will be retroactively
recognized for matching purposese

{3) Funds sa¥loeceted-under—this-subsection jn _the caal
area_highway igprovement account shall not be used to wmatch
apportionments made for primary and secondary highways under
the Federal-Aid Highway Acts; howevers nothing in this
subsection should be cons trued to prohibit the
implementation of projects otherwise funded by
apportionments made under the Federal-Aid Highway Acts;
furthermores planning and reconstruction projects may be
financed in whole or in part by public and private funds
provided such projects conform to the applicable standardsy
regulationss and procedures of the departmsent of highways
and the federal highway administratione®

Section 19« Repealer, Section 2-15-1104y 90-6-201s
90-6~203 through 90-6-209y and 90-6-211¢ MCAes are repealede

-End~
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STATE OF MONTANA
REQUEST NO, _410-79

FISCAL NOTE
Forim BI-15

In compliance with a writien request received ,ﬁ@.l?ur_l.l_il.r.y_ 20,19 29 , there is hereby submitted a Fiscal Note
for .. HB &G pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.
Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members

of the Legislature upon request,

DESCRIPTION OF PROPOSED LEGISLATION:

This proposed bill replaces the coal board with a community development board empowered to make
grants and loans to local government units for capital projects; reallocating the distribution of the coal
severance tax funds and a portion of other taxes on natural resources to a community development

accotmt,

ASSUMPTIONS: ‘

1. The change mentioned in Technical Note No. 2 is made.

2. Department of Revenue projections for the coal severance tax, oil producers severance tax,
natural gas severance tax, clectrical energy producers tax, cement and gypsum producers tax,
micaceous mines tax and metal mines tax are correct.

3. Collections from the taxes mentioned in assumption No. 2 are homogencous,  (One quarter
of the estimated fiscal year collections is collected cach quarter.)

4. The 1980-81 exceutive budgee called for an administrative staff to support the Coal Board
of five people.  The same number of people would be needed to support the Community
Development Board with no increase in cost to state government.

FISCAL IMPACT: _
The proposed legislation will provide over $8 million per year for community development and program
administration.  General fund revenues will be reduced by approximately $1 million per year (sce attached).

TECHNICAL NOTI:

1. Scction 15-1-501 MCA should be amended to reflect the change in allocations of several
taxes. Without this change two statutes would allocate the same monies.

2. To avoid ambiquity on distribution of the various taxes, cffective dates should be included.
It is suggested that for all taxes changed, with the exception of the metal mines license tax,
that the tax distribution become effective on production in all quarters beginning on or after
July 1, 1979, The metal mines license tax allocation should become effective on production
in calender years beginning on or after January 1, 1979.

,é-,,..;j\ \"-»—0 I] 3;\-.-_ ty\
BUDGET DIRECTOR )

Office of Budget and Program Planning
Date: _ /2> / 27




FISCAL IMPACT - (F.N, Req. 410-79 for House Bill 866)

MILLIONS OF DOLLARS

FY 80 ¢ FY 81
Current Proposed ) Current Proposed
Law Law Change Law Law Change

Coal Severance Tax -

Coal Tax Trust 15.342 15.342 0 27.136 27.136 0

County of Origin .552 .552 0 0 0 0

Alternative Energy . 997 .614 ( .383) 1.357 .678 { .679)

Local Impact & Educational Trust 11.644 2,439 (9.205) 10.176 0 (10.1786)

School Equalization 3.375 3.375 0 2.714 2.714 o

County Planning .338 .338 ¢ .271 271 0

Renewable Resources . 844 .230 ( .614) .678 0 ( .678)

Sites & Areas 1.457 614 ( .843) 1.357 .678 ( .679)

Coal Area Highways 1.197 1.197 0 0 0 0

Education Trust 0 4.050 4,050 0 4,477 4.477

Community Development 0 4,909 4.909 0 5.427 5.427

General Fund 13.347 15.433 2.086 10.583 12.891 2.308

49,093 49.093 0 54.272 54.272 0

0il Producers Severance Tax

General Fund 7.148 5,361 (1.787) 7.241 5.431 { 1.810)

Community Development 0 1.787 1.787 0 1.810 1.810
Natural Gas Severance Tax

General Fund ' '1.031 .773 ( .258) 1.089 .817 ( .272)

Community Development 0 .258 .258 ] £272 .272
Electrical Energy Producers Tax

General Fund 2,426 1.820 ( .606) 2.507 1.880 ( .627)

Community Development 0 .606 .606 o .627 627
Cement & Gypsum Producers

General Fund .150 .112 ( .038) .150 112 ( .038)

Community Development 0 .038 .038 0 .038 .038
Micaceous Mines

General Fund .010 . 007 ( .003) .010 .007 { .003)

Community Development 0 .003 .003 0 .003 .003
Metal Mines

General Fund 1.975 1.481 ( .494) 2.045 1.534 ( .511)

Community Development 0 494 494 0 .511 .511
SUMMARY

General Fund 26.087 24,987 (1.100) 23.625 22,672 ( .953)
- ~Community Development 0 8.095 ... .B.095. ... 0 8.688 8.688



