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This report is a summary of the work of the Environmental Quality
Council's study of House Joint Resolution 27 (2021). This report highlights key information from the

study. Additional information, including audio minutes, exhibits, and a digital version of this report with
links is available at the EQC website: www.leg.mt.gov/eqc
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EXECUTIVE SUMMARY AND RECOMMENDATION

Conservation districts are legal subdivisions of state government. Each of the 58 districts work with the
state and federal governments as well as local governments and other districts to conserve natural
resources. The EQC delved into the mission and work of conservation districts, including presentations

from representatives of districts in Gallatin and Garfield counties.

But the study focused on possible funding sources to maintain and enhance the work of districts. Money
for district work comes from a variety of sources, the main ones being revenues from the coal severance
tax, the state general fund, the federal government, and local property taxes.

The bulk of State and Federal Revenue Streams 2011-2021
funding comes
from coal
severance taxes,
which are in
decline. By 2031,
the Legislative
Fiscal Division R, TR
estimated SR .. =
declining coal . Mo
severance taxes General “ Coal Federal
Fund $9.8 Severance Government
would 'ane ﬁ million x $17.4 million m $380,000
conservation

districts short nearly $1 million a year from current levels.

While the EQC acknowledged the decline in coal tax revenue, members did not want to replace that
portion of funding entirely. The council is considering a bill draft that would provide conservation
districts up to $6 million a year. Whatever portion of that amount doesn't come from coal taxes, would

Coal Severance Tax
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$0 2008 [ 2009 | 2010|2011 | 2012|2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023
—+— Total 453 | 496 | 442 | 55,0 | 527 | 566 | 57.7 | 609 | 60.4 | 588 | 60.1 | 60.0 | 46.8 | 395 | 359 | 31.7
—e—General Fund| 11,9 | 13.0 | 10.3 | 129 | 124 | 133 | 147 | 16.1 | 142 | 138 | 141 | 141 | 109 | 96 | 87 | 7.7
GF Growth 9% | 10% |-21% | 25% | -4% | 7% | 11% | 9% |-11% | -3% | 2% | 0% |-23%[-13% | -9% |-12%
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be filled with taxes on marijuana. Tax revenue on adult sales of marijuana tax, which went into effect in

2022, is exceeding expectations.

Cannabis - Recreational Sales Tax
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SOURCE: DEPARTMENT OF REVENUE

History of Conservation Districts

These days, stories of the New Deal are relegated to the history books to describe the herculean efforts
aimed at lifting American out of the worst of hard times during the Great Depression. But one idea lives
on in every corner of Montana and across most of the country: The conservation district.

It is hereby declared to be the policy of the
legislature to provide for the conservation of soil
and soil resources of this state, for the control and
prevention of soil erosion, for the prevention of
floodwater and sediment damages, and for
furthering the conservation, development,
utilization, and disposal of water and thereby to
preserve natural resources, control floods, prevent
impairment of dams and reservoirs, preserve
wildlife, protect the tax base, protect public lands,
and protect and promote the health, safety, and
general welfare of the people of this state.

76-15-102, MCA

Conservation Districts (CDs) are rooted
in the sad history of the Great
American Dust Bowl. As winds ravaged
the plains in the 1930s, some began to
believe drastic changes were necessary
to prevent soil erosion. Topsoil from
Texas and Oklahoma settled down 300
miles into the Atlantic Ocean. In April
1935, Hugh Hammond Bennett
testified before the Senate Public lands
Committee in Washington D.C. A major
dust storm had blanketed the capital
before. Bennett, one of the country's
leading erosion experts, knew another
was coming that day and was counting
on it to be the star witness for his pitch
for a national soil conservation act. As
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his testimony wore on, Bennett kept an eye peeled outside.!

In the middle of the afternoon, the sky turned dark. Senators gathered at the windows to watch the dirt
rollin.

"This, gentlemen, is what I'm talking about," Bennett said. "There goes Oklahoma."?
Within days, Congress passed the act and funding for the Soil Conservation Service.

At first, the federal agency concentrated on demonstration projects with individual farmers to curb
erosion. The government provided technical assistance, materials, and labor while the landowner
allowed work to be done on the land and contributed labor. However, the projects were limited in time,
scope, and lacked widespread local support. In 1937, President Franklin Roosevelt prevailed on
governors to support state legislation to create local entities to combat erosion.?

Arkansas passed the first state act a week later. Montana followed in 1939 largely adopting verbatim the
suggested language which remains in law today in Title 76, chapter 15 of the Montana Code Annotated.
The Legislature proclaimed the importance of agricultural lands, noted the detrimental effects of
erosion, and declared the importance of good land and water conservation.

Modern Day Conservation

The mission of conservation districts is broad. On the ground, districts offer a variety of services
depending on local needs. One of the major statutory duties assigned to districts is issuing permits for
work in streambeds, generally referred as 310 permits. But districts work also delves into forestry,
reclamation, prevention of aquatic invasive species, and watershed management. The DNRC allocates
money for administrative and other expenses to the districts. Over the last decade, about $31.5 million
passed from the DNRC to conservation districts. Appendix B shows the totals for each district. This
document breaks out each grant by district.

In addition to state and federal funds, conservation districts levy local taxes. Montana is one of few
states that give conservation districts that power.*

Each July, conservation districts estimate how much money is needed for the next year to fund,
"incidental" expenses and a conservation practice loan program if the district operates one.® That
estimate goes to the county commission for inclusion in the county mill levy.

! "For the Love of the Land: A History of the National Association of Conservation Districts." R. Neil Sampson, 1985.
2 "The Worst Hard Time," Timothy Egan, 2006.

3 Technical Assistance for Agriculture Conservation, Congressional Research Service, June 29, 2007.

4 National Association of State Conservation Agencies survey, 2013.

5>76-15-511-512, MCA.

MONTANA LEGISLATIVE SERVICES DIVISION
Legislative Environmental Policy Office



https://leg.mt.gov/content/Committees/Interim/2021-2022/Environmental-Quality-Council/meetings/January-2022/CD_combo%20file.pdf
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Many cities, including the larger ones in the state, were not included within the establishment of
conservation districts, and therefore are not assessed for the conservation district mill levy. However,
annexations after the creation of the conservation district are subject to assessment.®

Some districts lie in more than DO YOUR STATE AGENCY OR CONSERVA] -1M
TAX LEVY TO FUND CONSERVATION DISTRIC

one county, so the assessment is
proportional to the value of the .
property within each county.” .

The mill levy can raise enough

L/

money to generate what was
raised in the prior year plus one-
half of the average rate of
inflation for the prior three
years.® That means the amount of
money the conservation district
raises from local taxes should not
decrease. Higher taxable value

from new developments can also Catornia P by
Colorado vancs
increase revenue. = o e Py D S s
Nebraska varies by district
New Mexico varies per diswict
Prior to 2009, state law e e e e
prohibited conservation districts :,;“:w ::mm,,m,s..mmmmmswm

from levying more than 1.5 mills. s et

That was replaced by the concept of the "floating mill" that generates at least the same amount of
revenue year to year. Like other entities, conservation districts may propose a higher mill levy, but
voters must approve those increases. Some districts also make use of a permissive levy that is only used
for group medical benefits.

See Appendix C for local revenue raised by mill levy compared to district operating budgets.

CONSERVATION DISTRICT PROPOSAL — EQC DRAFT BILL

At the March meeting, the Montana Association of Conservation Districts (MACD) proposed increases to
the amount of state money granted to conservation districts for administration and operations.
Representatives of the association and conservation districts told the EQC that hiring and retaining staff
to administer the districts is difficult and hampers project work. A bit more than half a million dollars

¢ Understanding Mill Levies, Montana DNRC, 2020.
776-15-513, MCA
815-10-420, MCA
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https://leg.mt.gov/content/Committees/Interim/2021-2022/Environmental-Quality-Council/meetings/May-2022/MACD%20Funding%20Proposal_5.9.22.pdf
http://dnrc.mt.gov/divisions/cardd/conservation-districts/documents-trainings/copy_of_milllevyfinal2020.pdf
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goes to districts annually to shore up operational funding. The MACD proposal shows how each district
would fare if increased to $2.7 million and $3.7 million.

The proposed EQC legislation essentially doubles the total current funding to conservation districts.
While still using coal severance tax revenue, the legislation would provide up to $6 million a year
between the current coal tax formula and revenue from the sales of marijuana. It also provides for
inflationary adjustments.

See Appendix D for the draft legislation.

MONTANA LEGISLATIVE SERVICES DIVISION
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Chart 2: Conservation District Account Budget and Proposed increases

This chart shows the current budget for the Conservation District Account within DNRC. Proposed budget changes are
highlighted in Yellow.

e Expenditure Current Budget 80k Base (Proposed) | 100k Base
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1 10X Director's Office-Fimancial Services 16,893.00 16,893.00 16,893.00
2 3003 CDB Operations*® 670,697.00 670,697.00 670,697.00
3 3003 CDB Operations (RST) 25,589.00 25,589.00 25,589.00
4 3005 DMRC Conservation Dist Project Grants 162,869.00 162,869.00 162,869.00
5 3007 DMRC Envirothon 35,000.00 35,000.00 35,000.00
[ 3010C DMRC 310 Projects-Technical Assistance 10,000.00 10,000.00 10,000.00
7 3010G DMRC 310 Projects-Grants 250,000.00 250,000.00 250,000.00
& 3015 DMRC Saline Seep -MT Salinity Control Assoc 273,000.00 273,000.00 273,000.00
9 3018 Federal Match 5,000.00 5,000.00 5,000.00
10 3019 DMRC Cons. Dist. Operational Funding 548,000.00 2,727,490.00 3,6%8,000.00
11 3021 DMRC Pollinator Grant 50,000.00 50,000.00 50,000.00
12 3030 CD Additional Grants 200,000.00 200,000.00 200,000.00
13 3044 Milk River Watershed 35,000.00 35,000.00 35,000.00
14 3045 Grass Conservation Commission 30,616.00 30,616.00 30,616.00
15 3046 DNRC Sheridan CCD (Groundwater) 33,000.00 33,000.00 33,000.00
16 3047 DNRC Yellowstone Council® 110,400.00 110,400.00 110,400.00
17 3048 DNRE Missouri River Council* 110,400.00 110,400.00 110,400.00
18 3201 CARDD Administration 149,755.00 145,755.00 149,755.00
19 3202 CARDD Finance 1B7,678.00 187.678.00 187,678.00
20 3203 Admin Unallocated 44,483.00 44.483.00 44,483.00
21 3205F Admin Fixed Costs 115,115.00 115,115.00 115,115.00
DNRC Renewable Resources CD Grant
22 3403 Admin. (RST) 23,572.00 23,572.00 23.572.00
23 Mew Public Private Partnership - MACD** M 200,000.00 200,000.00
24 Total Expenditures 3,070,174.00 5,449,664.00 6,420,174.00

**This is just a shift of part of the MACD budget from dues (mill levy) to state funds. Owerall, this will hawve a net-zero impact on
individual CD budgets and funds. District would still pay a small amount of dues to cover any direct legislative/lobbying expenses.
MACD provides statewide coordination and support. (For example, the CD river councils receive state funding, as does Montana
Rural Water and other coordinating bodies. ] Again - this is not a major increase to MACD funding - rather it is to keep more Mill Lewy
daollars local and allocating state funding to the coordinating role of MACD.

*Consideration should be given to using some of the proposed funding increases for the CD River Councils and DNRC Staff to support

imncreased district activity.

MONTANA LEGISLATIVE SERVICES DIVISION
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APPENDIX A:

ENVIRONMENTAL QUALITY COUNCIL MEMBERS

The House and Senate leadership appoint lawmakers to interim committees. Members of the EQC, like most other

interim committees, serve a 20-month term. Subject to term limits, elections, and appointments, members may

serve multiple terms. This information complies with 2-15-155, MCA.

Senate Members

Senator Mike Lang, Chair
P.O. Box 104

Malta, MT 59538-0104
(406) 654-1117
Mike.Lang@mtleg.gov

Senator Pat Flowers
11832 Gee Norman Road
Belgrade, MT 59714-8416
(406) 580-0035
Pat.Flowers@mtleg.gov

Senator Steve Hinebauch

610 Road 118

Wibaux, MT 59353-9058

(406) 365-7967
SteveHinebauch@midrivers.com

Senator Tom Jacobson

PO Box 325

Cascade, MT 59421-0325
(406) 868-9814
Tom.Jacobson@mtleg.gov

Senator Ryan Lynch

PO Box 934

Butte, MT 59703

(406) 498-6625
Ryan.Lynch@mtleg.gov

Senator Cary Smith
6133 Timbercove Drive
Billings, MT 59106-8544
(406) 698-9307
Cary.Smith@mtleg.gov

House Members

Representative Willis Curdy
11280 Kona Ranch Road
Missoula, MT 59804-9790
(406) 546-0523
Willis.Curdy@mtleg.gov

Representative Paul Fielder
P.O. Box 2558

Thompson Falls, MT59873-2558
(406) 210-5943
paulfielder@blackfoot.net

Representative Steve Gunderson
310 Conifer Road

Libby, MT 59923-2965

(406) 334-4370
Steve.Gunderson@mtleg.gov

Representative Jedediah Hinkle
1700 Drummond Blvd

Belgrade, MT 59714

(406) 585-0722
jedediah.hinkle@mtleg.gov

Representative Jim Keane
2131 Wall Street

Butte, MT 59701-5527
(406) 723-8378

Representative Marilyn Marler
1750 S. 8t St.

Missoula, MT, 59801

(406) 544-7189
marilyn.marler@mtleg.gov
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Public Members

Brad Hamlett, Vice Chair
P.O. Box 49

Cascade, MT 59421-0049
(406) 799-5885
Bradley.Hamlett@mtleg.gov

John C. Brenden

P.O. Box 970

Scobey, MT 59263-0970
(406) 783-5394
senatorbrenden@gmail.com

Dave Galt

4575 Liberty Dr, Helena, MT 59602
(406) 461-1314
galtdavidmt@gmail.com

Monica Tranel

401 Washington St
Missoula, MT 59802
(406) 926-2662
mtranel@tranelfirm.com

Governor’s Representative

Mike Freeman

Governor's Office

P.O. Box 200801

Helena, MT 59620-0801
(406) 444-3111
Michael.Freeman@mt.gov
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Environmental Quality Council
Staff

Joe Kolman

Research Director, Environmental Analyst
jkolman@mt.gov

(406) 444-3747

Joe Carroll

Legal Staff
Joe.Carroll@mt.gov
(406) 444-3804

Nadine Spencer
Legislative Secretary
Nspencer@mt.gov
(406) 444-4838
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APPENDIX B: DNRC GRANTS TO DISTRICTS 2010-2021

Conservation District Total Grants 2010-2021 Conservation District Total Grants 2010-2021

Beaverhead S 717,388 | Little Beaver S 345,444

Big Horn S 227,364 | Lower Musselshell S 910,580

Big Sandy S 121,096 @ Madison S 401,821
Bitterroot S 259,525 | McCone S 1,091,342
Blaine County S 99,593 | Meagher County S 396,113
Broadwater County S 723,257 | Mile High S 118,932
Carbon S 217,414 | Mineral County S 271,817
Carter County S 304,883 | Missoula S 277,483
Cascade S 440,043 | North Powell S 60,534
Chouteau County S 51,163 | Park S 286,994
Custer County S 1,551,241 Petroleum County S 2,090,881
Daniels County S 200,764 | Phillips S 321,317
Dawson County S 136,631 Pondera County S 3,283,066
Deer Lodge Valley S 1,581,573 | Powder River S 238,496
Eastern Sanders S 198,779 | Prairie County S 217,720
Fergus S 473,955 | Richland County S 697,571
Flathead S 379,625 Roosevelt County S 151,705
Gallatin S 386,654 | Rosebud S 663,560
Garfield County S 678,007 @ Ruby Valley S 1,112,403
Glacier County S 177,941 | Sheridan County S 256,594
Granite S 881,085 | Stillwater S 644,842
Green Mountain S 218,600 | Sweet Grass S 1,767,245
Hill County S 79,311 | Teton S 362,015
Jefferson Valley S 260,893 | Toole County S 179,860
Judith Basin S 796,141 | Treasure County S 1,367,705
Lake County S 453,578 | Upper Musselshell S 173,932
Lewis & Clark S 505,774 Valley County S 220,836
Liberty County S 75,119 | Wibaux County S 167,997
Lincoln S 662,241 | Yellowstone S 557,194

SOURCE: DNRC

MONTANA LEGISLATIVE SERVICES DIVISION
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APPENDIX C:
DISTRICT LOCAL REVENUE; OPERATING BUDGETS
Conservation District 2020 Mill Levy Revenue Operating Budget
Beaverhead Conservation District $32,869.00 $42,120.58
Big Horn Conservation District $24,744.69 $24,994.17
Big Sandy Conservation District $15,380.00 $23,501.37
Bitterroot Conservation District $167,036.38 $172,088.35
Blaine County Conservation District $20,633.00 $30,445.37
Broadwater County Conservation District $15,066.00 $41,247.40
Carbon Conservation District $54,321.01 $56,316.85
Carter County Conservation District $6,213.00 $40,000.00
Cascade Conservation District $167,498.00 $168,870.14
Chouteau County Conservation District $31,209.00 $31,895.07
Custer County Conservation District $16,623.01 $21,185.38
Daniels County Conservation District $13,674.00 $23,360.00
Dawson County Conservation District $25,843.81 $33,743.81
Deer Lodge Valley/North Powell Conservation District $33,353.00 $53,393.03
Eastern Sanders Conservation District $16,733.00 $23,408.07
Fergus Conservation District $33,004.00 $41,496.88
Flathead Conservation District $408,741.00 $413,356.38
Gallatin Conservation District $266,729.05 $272,092.87
Garfield County Conservation District $7,661.00 $33,861.00
Glacier County Conservation District $31,953.00 $36,000.00
Granite Conservation District $18,968.28 $36,628.97
Green Mountain Conservation District $29,474.00 $42,370.06
Hill County Conservation District $40,662.46 $40,662.46
Jefferson Valley Conservation District $41,474.79 $43,595.37
Judith Basin Conservation District $10,816.00 $40,374.22
Lake County Conservation District $80,547.68 $80,921.90
Lewis & Clark Conservation District $137,201.94 $139,197.78
Liberty County Conservation District $32,489.24 $32,489.24

MONTANA LEGISLATIVE SERVICES DIVISION
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Lincoln Conservation District $51,792.16
Little Beaver Conservation District $13,212.00
Lower Musselshell Conservation District $31,737.00
Madison Conservation District $141,019.73
McCone Conservation District $10,833.00
Meagher County Conservation District $9,799.00
Mile High Conservation District $3,580.74
Mineral County Conservation District $12,075.00
Missoula Conservation District $272,414.35
North Powell Conservation District* (See Deer Lodge Valley) $0.00
Park Conservation District $49,639.94
Petroleum County Conservation District $4,274.00
Phillips Conservation District $16,919.00
Pondera County Conservation District $23,317.00
Powder River Conservation District $5,405.00
Prairie County Conservation District $18,459.00
Richland County Conservation District $57,507.36
Roosevelt County Conservation District $21,000.00
Rosebud Conservation District $77,872.46
Ruby Valley Conservation District $17,974.00
Sheridan County Conservation District $18,398.00
Stillwater Conservation District $30,720.00
Sweet Grass Conservation District $10,490.00
Teton Conservation District $18,555.00
Toole County Conservation District $20,929.00
Treasure County Conservation District $11,283.00
Upper Musselshell Conservation District $16,311.00
Valley County Conservation District $23,191.00
Wibaux County Conservation District $4,211.30
Yellowstone Conservation District $113,700.72

SOURCE: DNRC

$54,973.03
$40,124.74
$48,246.77
$143,140.31
$10,833.00
$29,493.22
$3,830.22
$40,686.07
$274,971.52
$686.07
$52,571.33
$41,559.25
$30,765.48
$25,817.00
$33,510.54
$40,158.31
$57,694.47
$31,801.85
$78,452.93
$41,559.25
$40,187.11
$43,056.13
$41,808.73
$25,091.03
$40,000.00
$27,157.22
$16,747.59
$40,187.11
$4,336.04

$116,943.96
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APPENDIX D: EQC BILL DRAFT
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Unofficial Draft Copy
As of: 2022/03/30 10:46:38

67th Legislature Drafter: Joe Kolman, 406-444-3747 PD 0015
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*kkk BILL NO. *kkk

INTRODUCED BY ****

BY REQUEST OF THE ****

A BILL FOR AN ACT ENTITLED: “AN ACT TRANSFERRING TAX REVENUE FROM MARIJUANA SALES TO
THE DEPARTMENT OF NATURAL RESOURCES AND CONSERVATION FOR GRANTS TO
CONSERVATION DISTRICTS; PROVIDING FOR AN INFLATION ADJUSTED INCREASE; AMENDING

SECTIONS 16-12-111 AND 76-15-106, MCA; AND PROVIDING AN EFFECTIVE DATE.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. Section 16-12-111, MCA, is amended to read:

"16-12-111. Marijuana state special revenue account -- operating reserve -- transfer of excess
funds. (1) There is a dedicated marijuana state special revenue account within the state special revenue fund
established in 17-2-102, to be administered by the department.

(2) The account consists of:

(a) money deposited into the account pursuant to this chapter;

(b) the taxes collected pursuant to Title 15, chapter 64, part 1;

(c) license and registered cardholder fees deposited into the account pursuant to this chapter;

(d) taxes deposited into the account pursuant to 16-12-310; and

(e) civil penalties collected under this chapter.

(3) Except as provided in subsection (4), money in the account must be used by the department for
the purpose of administering the provisions of this chapter.

(4) Atthe end of each fiscal year, the department shall transfer funds in excess of a 3-month
operating reserve necessary to fund operating costs at the beginning of the next fiscal year in the following
order:

(@) an amount not to exceed $6 million must be transferred to the healing and ending addiction

through recovery and treatment (HEART) account established in 16-12-122;
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(b) the net balance remaining after distribution to the HEART account must be distributed as follows:

(i) 20% to the credit of the department of fish, wildlife, and parks to be used solely as funding for
wildlife habitat in the same manner as funding generated under 87-1-242(3) and used pursuant to 87-1-209;

(ii) 4% to the state park account established in 23-1-105(1);

(iii) 4% to the trails and recreational facilities account established in 23-2-108;

(iv) 4% to the nongame wildlife account established in 87-5-121;

(v) the amount determined pursuant to 75-15-106(2)(b) .

&4(vi) 3% or $200,000, whichever is less, to the veterans and surviving spouses state special
revenue account provided for in 10-2-108;

{yiy(vii) for the biennium beginning July 1, 2021, $300,000 to the department of justice to administer
grant funding to local and state law enforcement agencies for the purpose of purchasing and training drug
detection canines and canine handlers, including canines owned by local law enforcement agencies to replace
canines who were trained to detect marijuana;

{wi)(viii) $150,000 to the board of crime control to fund crisis intervention team training as provided in
44-7-110; and

fii(vix) the remainder to the general fund. (Subsection (4){b}{+-(4)(b)(vii) terminates June 30, 2025--

sec. 117(2), Ch. 576, L. 2021.)"

Section 2. Section 76-15-106, MCA, is amended to read:
"76-15-106. (Temporary) Conservation district account. (1) There is a conservation district

account in the state special revenue fund established by 17-2-102 to be administered by the department of

natural resources and conservation for providing funding for conservation districts.

-2- PD 15



Unofficial Draft Copy
As of: 2022/03/30 10:46:38
67th Legislature Drafter: Joe Kolman, 406-444-3747 PD 0015

4 76-15-106. (Effective July 1, 2023) Conservation district account. (1) There is a conservation
5  district account in the state special revenue fund established by 17-2-102 to be administered by the department

6  of natural resources and conservation for providing funding for conservation districts.

7 (2) Funds deposited in the account include:
8 (a) coal severance taxes pursuant to 15-35-108 (4); and
9 (b) from the dedicated marijuana state special revenue account established in 16-12-111, the

10 difference between the amount allocated pursuant to subsection (2)(a) and $6 million adjusted annually for

11 inflation using the method provided for in 15-10-420(1)."

12
13 NEW SECTION. Section 3. Effective date. [This act] is effective July 1, 2023.
14 - END -

NOTE ON INFLATION ADJUSTMENT -- 15-10-420. Procedure for calculating levy. This is the
procedure available to other local governments where the budget can increase one-half of the average
rate of inflation for the prior 3 years by using the consumer price index, U.S. city average, all urban
consumers, using the 1982-84 base of 100, as published by the bureau of labor statistics of the United
States department of labor.
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