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PREFACE AND BACKGROUND 

HOUSE JOINT RESOLUTION 66 

In June 1981 the ~ v i r o n m n t a l  Quality Council (EQC) was assigned 
the task of studying the hard-rock mining industry of lbntana 
pursuant to House Joint Resolution 66. To accomplish this task 
an EQC Hard-Rock Mining Subcamittee (m) was £om&. Since 
the study was to  involve ccanplex taxation issues, the EQC invited 
the Legislature's Revenue Oversight Camittee ( R K )  t o  
participate in  the study. The joint =/ROC Hard-Rock Mining 
Subcannittee is ccsnprised of Rep. Dave B r m ,  D-Butte, Chairman; 
Rep. Dean Switzer, R-Richey; Sen. Mike Halligan, D-Missoula; 
Dennis Nathe (public rraember), Redstone; Rep. Jay Fabrega, R-Great 
Falls; Rep. Herb Huennekens, D-Billings; Sen. Jack G a l t ,  
R-Martinsdale . 
In order to  encourage participation £ran interested persons 
throughout the state who &e affected by or who are likely t o  be 
affected by large-scale hard-rock mineral develapment, the 
Suba*rmittee conducted numerous public meetings in  Helena and in 
camunities that are, or are likely t o  be, associated with 
hard-rock mining. 

A t  each of these metings the public was encouraged t o  express 
concerns, experiences, and expectations relative t o  hard-rock 
mineral devel-t. The Subcamittee also invited the public t o  
coarment on and participate in the actual deliberations of the 
Subcamittee. This input has played a significant role in 
shaping the Subcamittee's understanding of the facts and issues 
surrounding hard-rock mining. A l l  of the written camnents t o  the 
Subcamittee are found in Appendix 1. Verbal ccmmts are 
incorporated into the Subcoaranittee minutes and are available upon 
request. 

Belm is a synopsis of the Subcornnittee's discussions and 
deliberations a t  each of its public metings. 

October 2,  1981; Helena This meting was principally designed 
to  gain input f r m  interested persons in order to  define the 
sc* and &hasis of the HJR 66 study. The main points of the 
meeting were the following: 

o The MiMS expressed concern for the fact that the 1981 
regislature failed t o  appropriate funds for the operation of the 
Hard-Rock Mining Impact Board created by HE3 718. A spokesman frm 



the Governor's office indicated that  this matter would likely be 
resolved through an appropriation request in the special legislative 
session scheduled for member 1981. 

o The HRMS expressed a need t o  gather information relative to 
the study directly f r m  persons likely t o  be impacted by mining. It 
was decided t h a t  subsequent metings should be held in Troy, 
Stillwater County, and Butte/Wtehall and that  these metings should 
consist of working sessions as  w e l l  as public hearings. 

o Staff was directed t o  provide information on how the present 
taxation of the hard-rock mining industry operated, and how the 
revenues were being used. 

o Staff was directed to  investigate the issue of whether or  
not mnies collected under the Resource Indemnity Trust Tax could be 
used t o  mitigate the socio-econamic impacts of mining. 

o Staff was directed to  review HB 718 for the purpose of 
identifying potential problems with its application. 

November 17, 1981; Helena This meting resulted i n  the adoption of a 
f inal  study plan for HJR 66 and cmwnced the examination of hard-rock 
mining taxation. The main points of the meting were the following: 

o Staff proposed, and the HRMS adopted, a study plan for 
carrying out HJR 66, 

o The HRMS discussed the need to identify what the policy of 
the State of mntana is  relative t o  the mining industry and this was 
included in the study outline. 

o Staff presented a na3~rw> to the HRMS which explained for what 
purposes the funds collected under the Resource Indemnity Trust Tax 
cauld be used. It was stated that such funds could be used t o  
mitigate socio-econanic impacts of hard-rock mining. For further 
clarification, the HRMS requested an opinion on this matter f r m  the 
State Attorney General. 

o The HRMS discussed two major areas of concern with HB 718, 
one being the need t o  provide 
plans and the other dealing 
718. Staff was directed to  

a mcl-$nism for amending econcmic impact ' 

with the objection procedures under HE3 
study further and report on these and 

other issues regarding HB 718. 

o Staff presented the HRMS with a m explaining generally 
the federal and state taxation of hard-rock mining in Montana. The 
HRMS then directed staff t o  conduct a comparison of the effective tax 
rates that  different types of minerals i n  the s ta te  are exposed to, A 
camparison of Mxkana's tax structure with that  of other states was 
also requested. 

Februaxy 11, 1982; Colmbus This meeting included a working session 
primarily devoted to  taxation matters and several inform1 discussions 



with local citizens. The main points of the meting were the 
follawing : 

o Staff presented a s t a t m t  t o  the HRMS t h a t  sought t o  
describe the present policy of the State of bbntana relative t o  
hard-rock mining. 

o Chairman Brown info- the HRMS that  he had recently 
contacted the U. S. Bureau of Mines, Minerals Availability Off ice  t o  
request its assistance with the HJR 66 study. It was explained that  
the Bureau, through the use of cckoputer modeling, had the capability 
of assessing the effects of bbntana's taxation of the mining industry. 
The Bureau would hopefully be able t o  conduct a cmparative analysis 
of Pbntana's mineral taxation system with that  of other states. 

o Staff presented the HRMS with information explaining 
generally the c&pnents of the overall tax system in ~ n t a n a  - 
conparing it with other states i n  the nation. 

o Chairman Brown reported that  an opinion from the Attorney 
General concerning the use of Resource Indemnity Trust funds had been 
issued stating that  such funds could be used for the mitigation of 
social and econamic impacts of mining. 

o The HRMS agreed t o  so l ic i t  funds £ran private organizations 
in order t o  hire a consultant t o  provide assistance with the HJ"R 66 
study . 

o Jams Tulley , Hard-Rock Mining Impact Board member, reported 
on recent metings of the Board. 

May 5 - 6, 1982; Butte/Whitehall These reetings included a working 
session that focused on problems with HB 718 and mineral taxation, 
informal discussion with focal citizens, a tour of the Placer Amx and 
Anaconda Mining Company fac i l i t i es ,  and a meting to select a 
consultant t o  participate in the HJR 66 study. The main points of the 
meetings were the following: 

- - 

o Staff presented an outline of problems identified in  HE3 718 
which were discussed in detai l  by the HEWS and the interested public. 

6 

o Sweral consultants who responded t o  a Request for Proposals 
made verbal presentations t o  the HRMS consultant selection comnittee. 
The f inal  consultant selection hwever was deferred unt i l  a m r e  
thorough review of the proposals could be conducted. 

o Chainnan Brown announced that  the Bureau of Mines had agreed 
to provide its services t o  the HRMS and t h a t  som of the work had in  
fact  already been campleted. Efforts were said t o  be underway to  
develop three hypothetical mining scenarios that  would be used to  
examine mntana's taxation of the mining industry. 

June 9 - 10 - 11, 1982; Helena, Troy, Libby These metings included 
the f inal  selection of a consultant for the HJR 66 study, continued 



analysis of HE3 718, informal discussions with local citizens, and 
tours of the -0 and W. R. Grace mining facil i t ies.  The main 
points of the metings were the following: 

o Having reviewed the written proposals f r m  the consultants 
and having heard verbal presentations fram seven of these, the HRMS 
selected the firm of Eco-Northwest t o  assist  its staff with portions 
of the HJR 66 study dealing with taxation and the fiscal  impacts of 
mining on local gwerments. 

o Staff presented the HRMS with a revised outline of HE3 718 
which was used as  the basis for a detailed analysis and discussion of 
the act. Several m i h n t s  were proposed t o  r&dy difficulties that  
were identified within the law. 

July 8 - 9, 1982; Helena These meetings were entirely devoted to  
taxation matters and included a wesentation bv a re~resentative of 
the U. S .  Bureau of Mines on thg Bureau's recently completed mining 
tax study. The m i n  points of the m t i n g  were the following: 

o Staff presented memoranda to  the HRMS which provided 
background information on hard-rock mining taxation in  the eight 
states that are examined in the Bureau of Mines report. 

o Robert Davidoff of the U. S. Bureau of Mines Minerals 
Availability Office presented a report on his study which c q a r e d  the 
tax treatmnt of mining in Pbntana with that of seven other western 
states. 

o Based on the Davidoff study, the HRMS concluded that Fbntana 
generally appears t o  impose a slightly greater tax burden on hard-rock 
mineral developers than do other western states. The HRMS also found 
that lbntanafs tax system, which is  not based on mining profitability, 
tends to  collect disproportionately greater revenue from the industry 
when econamic conditions are unfavorable than when conditions are 
positive. 

o The HRMS agreed t o  examine s c m  alternatives for 
restructuring Wntana's existing tax system in order t o  shif t  same of 
the burden £ran marginal or sub-economic operations to  profitable 
ones. 

o Staff was directed to  examine the possibility of creating a 
state royalty on hard-rock mining in  lieu of some existing taxes. The 
HRMS explained however that any such royalty would have t o  provide a 
" l i fe  line" support system for local governments as well as making it 
possible for the state t o  "share1' in the mining profits when they 
occur. 

August 31, 1982; Helena This, the final meting of the HfiMS prior to  
the issuance of its draft report, included a presentation fram 
consultant Bruce Finnie and resolved mst unfinished business of the 
SubcorrPnittee relative to  HE3 718 and mining taxation. The min points 
of the meeting were the following: 



o The bbntana Mining Association presented the HRMS with its 
recently completed report on the taxation of the mining industry in 
Montana. 

o Staff presented a revised r e p r t  on HE3 718 - problems and 
proposed solutions. 

o Staff was directed to examine the jurisdictional mismatch 
problem and seek t o  devise a feasible remdy. 

o Bruce Finnie (Eco-Northwest) , HRMS consultant, reported on 
the f iscal  impacts of mining on local g o v e m t  units and stated that 
generally the to ta l  revenue generated £ran a mine w i l l  exceed the 
to t a l  local government expenditures resulting from the mine. 

o Staff presented remranda on the pros and cons of various 
types of mtal mining taxes, on the history of mining taxation in 
Montana, and on several specific mineral taxation questions. 

o A number of proposals t o  adjust lbntana's hard-rock mining 
taxation system were studied by the HRMS. 

November 22, 1982; Helena This meting included a public hearing on 
the draft  HIiMS r e p r t  issued ear l ier  in November and a working session 
devoted t o  solving the jurisdictional mimtch  problem and developing 
appropriate amendmnts t o  bbntma's mineral taxation system. The main 
points of the meeting were the following: 

o Staff was directed to  amend the draft  report t o  reflect  a l l  
changes that the HRMS f e l t  were necessary in  l ight  of corxm~ts 
received a t  the hearing. 

o Staff was directed to  draft  two proposed b i l l s  designed t o  
correct the jurisdictional mismatch problem. One was t o  involve the 
substitution of a state level impact tax for existing local property 
taxation of mineral devel-ts while the other would require that  
the property tax base of a mineral devel-t be shared amng 
affected local govemmmts and then taxed the sam as  other property. 

o Staff was directed to draft  five b i l l s  incorporating 
proposals from HRMS naembers t o  amnd the present mining taxation ' 

system. 

January 6 ,  1983; Helena This, the f inal  meting of the W E ,  
consisted of an executive session held for the purpose of reviewing 
and adopting the HJR 66 study report camplete with r e c o ~ d a t i o n s  t o  
the 1983 Legislature. 



House Joint Resolution 66, adopted by the 47th Legislature, 
requested that an interim cormittee be assigned the tasks of 
determining the most effective mans of responding to  the social 
and economic impacts of hard-rock mineral development and 
examining mineral taxation and other related issues. This 
legislative concern over socio-economic impacts stemned £ran the 
fact that develop-ent of mineral deposits my cause an influx of 
people into local areas of developwnt significantly greater than 
the number of individuals directly involved in mining operations. 
Such rapid population grwth could increase the derrnd for local 
government faci l i t ies  and services, and rmy create a burden for 
the local taxpayer. The potential burdens are mst pronounced 
during the sGge of mine development. During that period, the 
total  workforce is highest and yet increases in local tax bases 
are not yet sufficient to  offset costs. In addition, some local 
government units my experience increased service dernands and 
never enjoy an increased tax base. These, as well as  other 
potential problems, constitute the basis for Resolution 66. The 
&solution specifically provides that the interim cornnittee 
shall : 

1. Consider: 

(a) alternatives for most effectively meeting the 
increased capital and operating costs to- affected 
local governments in the in i t ia l  stages of the 
development and haw these masures w i l l  be funded, 

(b) procedures for dealing with cumulative and ongoing 
impacts resulting from large-scale mineral 
developnent coupled with development of other 
resources or w i t h  multiple-mineral developments, 

(c) a mans of resolving hm impacts w i l l  be fairly and 
accurately determined, 

(d) whether existing statutory provisions for 
pre-payment of property taxes is an effective means 
of dealing with impacts, 

(e) whether the state should receive additional revenue 
from large-scale mineral development through 
severance taxes or other sources, 

(f) the tim frame in which planning for and meting 
impacts w i l l  occur, 

(g) the most effective vehicle for administering, 
overseeing, and enforcing the program for meting 
impacts, and 



(h) alternatives for most effectively meeting any 
impacts experienced with the closure of a 
large-scale mineral deve1op1~nt. 

2. Consult with representatives of the hard-rock mining 
industry, local governments, appropriate state agencies, 
and other interested citizens in conducting the study 
and developing recarm=ndations. 

3. Submit to the 48th Legislature a report of its findings, 
together with recarm=ndations for providing the mst 
effective means of respo~ding to social and economic 
inpacts resulting fran the increased developmnt of 
hard-rock minerals. 



ExEnJTIVE SUMMARY 

This study addresses m n g  other things, the basic question: 
Does a mine cover its costs? In other words, given the existing 
level of taxation, are revenues and expenditures balanced at the 
local level? The findings are as follows: 

o Total local tax revenues will generally exceed expenditures 
- the typical mine will pay for itself. 

o Sane local jurisdictions, usually counties, will enjoy a 
revenue suqlus, but other jurisdictions will experience a 
deficit. In particular, cities and elementary school 
districts may experience a shortfall since revenues and 
expnditures are not always generated in their 
jurisdictions. 

o Even though a mine may more than met its costs, there is a 
need for a mre equitable distribution of revenues m n g  
affected g o v e m t  units on the basis of where expenditures 
(impacts) are actually experienced. 

o Imperfections in how revenues and expenditures are 
distributed between cities, towns, counties, or schools are 
due to inadequacies in public policies and/or the current 
organization >f local garemts. This problem hwever is 
not unique to the minerals industry. 

o Mining impacts can be effectively mitigated within the 
context of the current tax system if fair and equitable 
distribution of revenue is acccanplished. No new taxes are 
necessary to satisfy the state's goal of offsetting social 
and econamic impacts. 

o F&mdial masures designed to ensure a mre equitable 
distribution of revenues m n g  affected jurisdictions m y  
result in an increase in the total property taxes paid by 
mineral developers. 

o To ensure fair mitigation of impacts to local government 
units, same refinerrents to existing legislation (HE3 718) are 
necessary. 



c- 1 
INTRODUCTION 

Mining has always been one of l/lontanals most important sources of 
primary jobs and incom. Although the overall econanic influence 
of the industry is less today than in the past, mining still  
represents one of the state's mst likely sources of future 
g-• 

mntanans have long been aware of the "visible" boom and bust 
cycle associated with mining. Mining, unlike mst other forms of 
e c o n h c  activi ty is by nature very site specific, employing a 
considerable m u n t  of resources (both human and capital) within 
a very concentrated area. Mines also are not permanent, with an 
e c o n d c  l i f e  generally of between 10 t o  40 years. Even though 
the l i f e  of other businesses may often be shorter, the impacts 
associated with the d e v e l o p n t  or  closure of a mine tend t o  be 
mre noticeable than the creation o r  loss of an equally 
significant number of jobs i n  other econamic sectors where change 
is both more gradual and mre dispersed. 

Mining is  different fram mst other types of growth i n  the sense 
that  employmnt levels are comparatively high, gr& impacts 
rapid, and the l i f e  of the operation "known" t o  be constrained by 
ore grade, reserves, and technology. That is, a mine's l i f e  can 
generally be predicted whereas the l i f e  of other businesses 
cannot be so readily determined. Additionally, sore types of 
mining may leave a footprint on the physical e n v i r o m t  a f te r  
closure. It must be noted, hawever, that  other large-scale 
developrents may have comparable effects. 

Several large mine proposals in the Stillwater Complex in 
southcentral Wntana, as w e l l  a s  other ,possible developments i n  
other areas of the state, have p r q t e d  the LRgislature to 
consider the costs and benefits of such projects. Since 
large-scale mining operations frequently resul t  in rapid 
population growth, there is a need t o  adequately plan for such 
growth and mitigate associated adverse impacts. 

Rapid growth may in certain areas place a considerable strain on 
the abi l i ty  of local governmnts and school systems t o  finance 
public services. The potential burden may become severe i n  those 
situations where the d m d  for public services increases without 
a corresponding increase i n  the local tax base. This study seeks 
t o  provide policy makers with information pertaining to: 

o The historical developmt and future of mining in Montana. 

o The likely range of population impacts that w i l l  be 
associated with mining developmnts. 



o The range of revenue and budget impacts that local 
governrent w i l l  face. 

o The affec t  of taxation policy on the profi tabil i ty of mining 
operations. 

o The problems and advantages associated with mining 
developmnts , and 

o The mitigation of negative impacts i n  a m e r  equitable t o  
both local comraulities and t o  the industry. 

1.1 OUTLINE OF DISCUSSION AND ANALYSIS 

The analysis is divided in to  the follawing parts: 

o The history and future of hard-rock mining i n  Wntana. 

o A review of mineral taxation issues and problems in mntana. 

o A case study of the ASARCO and Stillwater Complex mines. 

o A discussion of general factors which influence local 
impacts. 

o An example of the simulated range of impacts for  a &el 
mine. 

o A discussion of the problems with current mitigation 
(HB 718) legislation. 

o Conclusions and recommmdations. 



CHAPTER2 
HARD-ROCK F.IINING IN MONTANA 

2.0 HISTORICAL Dl3VEXQPMEWI' OF MONTANA - lN3XEKE OF MINING 

It is perhaps appropriate that  the Montana State Seal contains 
the words "oro y plata" (gold and s i lver ) ,  and displays the tools 
of an early miner. To this day, mining, mntanals original 
industrial sector, stil l  remains prominent. 

Heavy inmigration t o  Wntana cam with the discovery of gold in 
the early 1860's. Bannack, l?bntanals f i r s t  t e r r i to r ia l  capitol,  
was founded on one of these original gold discovery sites. The 
Territory of bbntana was created by Congress in 1864 to, amng 
other things, provide accessible government for the early mining 
populace. 

By the 18701s, the early placer gold camps began t o  f a l t e r  and 
there came about a shift tmard hard-rock mining. This lead to  
corporate organization, capital i m p r w m t s ,  better 
transportation, and generally a m r e  orderly business 
e n v i r o m t  . 
During the early 19001s, the populations of Butte and Helena were  
60,000 and 20,000 respectively. Both c i t i e s  developed a 
reputation for affluence. During this early period, the Anaconda 
Capany employed mre than 13,000 people; munt ing  t o  about 
three-fifths of the wage earners in  the entire state. H o w e v e r ,  
the technology of the day was t o  mark one of the darker periods 
of Mxkanals econmic history - an image or fear which may still 
be present today. The following quote by D. MacMillan vividly 
i l lus t ra tes  how this era was viewed by many bbntanans. 

IIPractically a l l  the vegetation i n  the t a m  [Butte] and on 
the surrounding hil ls ides had disappeared by 1890. A t  tims 
the srroke becams so thick the citizens l i t e ra l ly  groped 
their  way around. For days a t  a tinme the c i ty  would be 
wrapped in a dense cloud of smke. Carriages had t o  be 
driven slowly for  fear of knocking d m  pedestrians. 
Railroad engines collided with one another i n  the switching 
yards. Trolley cars had t o  creep through the c i ty  ringing 
thei r  bel ls  constantly; a t  night the conductors walked ahead 
of thei r  trolleys w i t h  lanterns i n  thei r  hands. Wrkers 
would lose thei r  way going o r  coming from work."l 

The census taken in 1890 reported that  t o t a l  state employmnt in 
mining, smlt ing and refining exceeded 8,400 persons. Seventy 
percent of this work force was employed in gold and s i lver  
operations. Approximately 2,000 were engaged in copper 

1 D P.lacPl.illan, E n v i r o m t a l  Pollution i n  Fbntana; Mountain 
Press Publishing Company, Missoula, 1972. 



productions. 2 By 1909, employrat i n  the m t a l  mining and 
swl t ing  industries had grown to approximately 21,000.3 Wta l  
mining employmnt alone was reported t o  be 16,587.4 Among the 
miners, 85 percent (14,251) were producing copper with the number 
a t  work in gold and si lver  mines d m  t o  2,336.5 Interestingly, 
in 1909, coal mining employed 4,800 workers, four times the 
current (1982) level. 

Most of the copper production occurred in Butte, which by 1910 
had a population of 39,165, mking it the largest c i ty  i n  
Pbntana.6 Snelters operated there and in Anaconda and Great 
Falls. The 1910 Census noted that a heavy degree of 
centralization existed i n  the copper industry, where 71 percent 
of the wage earners worked for five Butte corporations.7 In 
1910, the leading copper-producing firms were consolidated into 
the Anaconda Copper Mining Company. Fran that  t h  on, the 
history of metals production in the s ta te  was synonymus with the 
history of The Anaconda Company. 

2.1  DEXLINE OF THE INDUSTRY - POSSIBLE RESUIiGENCE? 

The mineral industries, mining and the processing of mineral 
products no longer play an overwhelmingly important role in 
kbntana. Where in 1909 they represented approximately 27,000 
jobs, they now provide less than half tha t  number. 

2 U.S. Departmmt of the Interior,  Census Office, -port on 
Mineral Industries in  the United States a t  the Eleventh Census: 
1890 (Washington, DC: US Govemmnt Printing Off ice, 1982) , pp 
59 and 155. 

3 Another 4,800 workers were employed in coal mines that year. 

4 U. S. Departmnt of C m r c e ,  Thirteenth Census of the United 
States Taken i n  the Year 1910 Mines and Quarries, vol. 11, Table 

5 U.S. Departrent of Comrce,  Thirteenth Census of the United 
States Taken i n  the Y e a r  1910: Mines and Quarries, vol. 11, 
Table 7, p. 111. 

6 U.S. De-t of Corm~rce, Bureau of the Census, Fourteenth 
Census of the United States Taken in the Year 1920  oml la ti on, 

.L 

1920, Mzmber and Distribution of Inhabitants, vol. 1 (washington, 
DC: U.S. Gwemmnt Printing Office, 1921, Table 48, p. 84. 

7 U.S. De-t of Comrce,  Thirteenth Census of the United 
States Taken in the Y e a r  1910: Mines and Quarries, vol. 11, 
Table 3, p. 109. 



Like many other resource based industries, mining has been a slow 
growth activi ty and my remain so throughout the century. 
Further, rapid technological changes i n  the industry have sharply 
reduced labor r e q u i r m t s  per unit  of output. Th i s  has reduced 
the number of available jobs and has adversely affected mining 
cammities throughout the nation. 

Both the overall employrrvl~lt lwel and the inter-industry m i x  of 
enployment have undergone dramatic change. Until 1950 mtal 

- - 

mining erqloyment was - significantly larcjer than in any other 
sector of the mineral industry in Wntana. Since the mid 19501s, 
substantial losses have occurred in this sector, mun t ing  to  
over 6,000 jobs. This has been a serious loss for the state, 
particularly i n  the Anaconda and Butte areas. The population of 
si lver Bow -County, for example, has decreased appro&mately 20 
percent since 1950, a decline which has not yet halted. 

To sumnarize, a significant decline has occurred in the metals 
industry. This is partly because metal mining is dependent on 
national and world demand for its products. Campetition from 
producers in other parts of the country and the world a s  w e l l  as 
f r m  other materials, has forced extensive changes in Wntana's 
m t a l s  operations. The sh i f t  from underground t o  open-pit 
mining, in particular, has greatly reduced labor requirenents and 
helped keep Wntana copper campetitive. A t  the same tim 
however, this has decreased employment substantially. 

Tables 1-3 show comparatively recent e m p l o p t  data for various 
types of mining within Pbntana. When reviewing Table 1, the 
reader should note the relative decline in  the importance of 
hard-rock mining in comparison t o  to ta l  mining emplqmnt. Since 
1950, one of the ear l ies t  years for which Montana Departmnt 
of Labor data exist ,  hard-rock mining declined fran 51 percent of 
t o t a l  mining employmnt t o  approximately the 15 percent it is a t  
today. Smiting and refining have 'also experienced major 
declines over this same period. Although to t a l  employmmt i n  the 
mineral industry has remained generally stable since 1960, this 
s tabi l i ty  is the result  of rapid (recent) growth in o i l  and gas 
exploration and to  a lesser extent coal d e v e l o v t .  

Table 2 shows that  the decline i n  statewide m t a l  mining 
employment was a l m s t  entirely related t o  reductions in The 
Anaconda Company enploymnt levels. Since 1950 Anaconda m a n y  
employmnt has fallen fran 9741 workers t o  approximately 800 
during the sumner of 1982. Even though copper and related 
processing enployrnent has sharply declined, other types of 
hard-rock mining have gram. Table 3 i l lus t ra tes  that 
approximately 400 new hard-rock (non-copper) jobs were created 
between 1970 and 1980. Interestingly, mst of t h i s  increase was 
found in small mining operations employing less than 50 



employees. S ince  1980 the ASARCO mine in Troy has  also came on 
line q l o y i n g  340 workers. P lace r  Amex (Whitehall) w i l l  also be 
opening a gold mine within t h e  y e a r ,  employing approximately 75 
workers. With ASEO, ' Place r  Amex, and the growth i n  r e l a t i v e l y  
smal l  ope ra t ions  dur ing  the 1970-1980 per iod ,  t o t a l  hard-rock 
mining (excluding The Anaconda Company) has  increased  by 
approximately 900 jobs, a very s i z a b l e  a d d i t i o n  to  bBntanals  
econoanic base. 

TABLIE 1 
DISTRIBUTION OF MINING EMPmYMENT 

Metal Mining 51.0% 

Primary Metals 26.1% 

Other 7.8% 

T o t a l  
m ? l o ~ t  15,300 

Metal Mining 7,800 

Primary mtals 4,000 

O i l  and Gas * 2,300 3,900 3,100 2,900 2,900 7,200 

Other  1,200 900 -700 1,100 800 1,100 

Coal N/A N/A N/A' N/A N/A 1,100 

* Note: Includes r e f i n i n g  
Source: Pbntana Depar tmnt  o f  Labor and Industry, 790 series. 

TABLE 2 
MINING AND PROCESSING EMP~YMENT 

mtal Mining (1) 
7,800 
8,400 
4,500 
4,600 
4,000 
3,100 
1,900 
2,300 

Sources (1) kbntana D e p m t  of Labor and Indus t ry ,  790 series 
(2) The Anaconda Company 



I 

1.973 1988 Chazge 
M e t a l  !lining 

Copper 3,749 1,275 - 2,474 
other (1) 199 628 429 

Non Metal 1vlinil-q 786 849 63 

Source Bureau of Fconomic and Business Research, University of 
Montcma , un~~u]:~lishecl. data. 

( 1 ) Note : Includes minirly services 
(2)  Note : Current (Septmber 1902) copper enrplcqnnent i s  

~ p p r o x j m t e l y  8 60. 

2.3 FUTlJRE PROSPECTS FOR GROWI'ZI 

Hard-rock mining has of ten been touted as ~ntana's g r h .  source 
of the future.  li!%ilc this m y  be true, no one r e a l l y  hods what 
the future  w i l l  bring since w e  can only l m k .  a t  pas t  trends and 
speculate a b u t  the future. 

Before speculating,  hodever, it. is important t o  consider sore 
general perspectives about the influence of mining. During the 
19701s, which was a period of r e l a t i ve  prosperity and economic 
gr& i n  Pbn-Lma, mst grawth (over 758 of a l l  employmnt and 
population increases) was a t t r i bu t ed  to  expansion i n  coal ,  o i l  
and gas, wood products, and tourism. Hard-rock mining played 
only a limited ro l e ,  with t he  exception of the  Butte/Anacc)nda 
area where the growth of mining w a s  negative. While more  recent  
mineral expansion in t he  Tray and Whi.teha1.l a reas  has occurred, 
it is important t o  r ea l i ze  t h a t  the ove ra l l  (o r  statewide) growth 
impact of mining has k e n  r e l a t i ve ly  minor, 

The r e l a t i v e  impact of fu ture  hard-rock mining, hmever,  m y  be 
mre important. F i r s t ,  the growth sources of the 1970's may 
change; i.e., coal., o i l  and gas,  wood products, and tourism 
probably won't experience t he  same increase t h a t  t m k  place 
during the 1970's. Second, possible increases i n  hard-rock 
employment i n  i-he St i l lwate r ,  B u l l  Lake area,  Clancy d i s t r i c t ,  
andl other  po t en t i a l  areas ,  m y  r e s u l t  i n  major grcwth sources, 
par t i cu la r ly  a t  t he  loca l  level .  

While even the bes t  of predict ions  a r e  not  t h a t  r e l i a b l e ,  as 
witnessed by the expected growth boa-n in coal  during the ea r ly  
1970 ' s  that never rrmterialized, the  hard-rock employrent 
prospects now include the following: 



POTENTIAL NEW JOBS BY 1990 
(Estimate) 

Stillwater 
Jardine 
Clancy 
Bull Lake 
Other 

Total 

If these possibilities do materialize, resulting in som 1000+ 
jobs, the prime effect will be local in nature but, nevertheless, 
very important for the state. 

2.4 STATE POLICY TCkJARD HARD-ROCK MINING 

While the policy of Wntana regarding the extraction of hard-rock 
minerals is not stated expressly the laws of the State of 
kbntana, an implicit policy can be gleaned £ran pertinent 
statutes. The folluwing is an integrated canpilation of language 
from Wntana law which seems to constitute a de facto policy 
toward hard-rock mining.8 This should prwide a fair and 
appropriate backdrop for an examination and analysis of the 
state's actual treatmnt of the hard-rock industry. 

The extraction of hard-rock minerals is a basic and 
essential activity in this state which has a profound 
irrpact, both beneficial and adverse, upon all caponents of 
the human environrrrent. While this activity contributes to 
the econcanic welfare of the state and nation, it cannot 
occur without the disturbance of the earth's surface and 
subsurface, the production of waste materials, and the 
disturbance of social and econamic structures within the 
state. In recognition of these facts, [it is the policy] of 
this state to alluw for the d e v e l o ~ t  of hard-rock 
minerals when such develapment can be conducted in a manner 
that prevents unreasonable depletion and degradation of 
natural resources, ensures the protection of the 
environmntal life support system, and minimizes the adverse 
social and econdc impacts on local g o v e m t  units. In , 

order to achieve this policy objective, it is necessary to 
require that developers of hard-rock minerals reclaim all 
lands and surface waters involved in mining to the extent 
practicable to allw for their subsequent beneficial use, 
prwide security against loss or damage to the environmnt, 
and prwide mitigation of social and econdc impacts 
resulting from large-scale mineral dwelopmts. 

8 Article IX, Wntana State Constitution; Resource Indemnity 
Trust Tax. 15-38-102 et seq; Pbntana Environmntal Policy Act, 
75-1-103 et seq; Metal Mine Reclamation Act, 82-4-301 et seq; 
Hard-Rack Mining Impact Act, 90-6-301 et seq, EKIA. 



CHAPTER 3 
TAXATION POLICY 

E&mmd Burke, the British statesman, orator, and writer, once 
observed that  

To tax and t o  please, 
No more than t o  lwe and be w i s e ,  

Is not given t o  men. 

The diff iculty of fonning tax policy has been recognized by many 
generations of public policy makers since Burke uttered his  
statement i n  1774. 

mntana taxation policy makers have struggled with the problem of 
creating a 'pleasing' taxation system with regards t o  mining 
activi ty since the very beginnings of the state. The problems in 
doing so have been exacerbated by differing perceptions about 
mining taxation. 

3.1 POINTS OF VIEW 

Historically i n  Pbntana there have been two fundmntally differ- 
ent perspectives on the manner in which metal mines are taxed. 
The differing points of view are i l lus t ra t ive  of the substantial 
confusion that  exists  relative t o  mining taxation i n  the state. 

The f i r s t  point of view was ably expressed by Mr. C. F. Kelly, 
vice-president of the Anaconda Copper Company i n  the early 20 th  
Century, In an address before the Montana Joint Legislative 
Ccnmittees on Tax Investigation in 1918, Mr. Kelly argued: 

"So fa r  as  the surface of mining property is concerned, it is 
precisely in the same situation as  i s  any other real  estate,  
taxed a t  a price cormensurate with its value for purposes 
incidental t o  the working of the mine ... every dollar 's  worth 
of property that  is placed upon the surface of a mining 
claim, whether it is  machinery, a mining imprwemnt , a 
building, o r  what not, is  under the lawPt&able as is  a l l  of 
the property i n  the state. N m  I submit as  a fundamntal 
propbsition that  when you have taxed the surface of a mining 
claim a t  its f u l l  value for the purpose for which it is 
used, o r  is capable of being used, and when you have taxed 
the improvemnts that  have been made upon that  surface, you 
have gone as  f a r  in the matter of taxation as the law 
reaches any other class of property i n  t h i s  state." 



In M r .  Kelly's view, the imposition of a net proceeds tax consti- 
tuted the imposition of an additional tax upon mining property 
that other classes of property did not have t o  bear. 

A different position on mining taxation w a s  expressed by Louis 
-vine i n  his book Mine Taxation in BWntana. Mr. -vine argued 
that since the bbntana Constitution forbade the local tax 
assessors from incorporating the value of mineral deposits with 
the  value of surface land there w a s  a f u n d m t a l  difference 
between the assessment of mines and other property. Mr. &vine 
argued that: 

. . "to mke up for  this [difference] , the Constitution and 
the laws of bbntana provided for  the assessment of net 
proceeds. The tax on net  proceeds is  not i n  addition t o  the 
taxes on surface and improvemnts. It is  merely a device 
for  obtaining a s  nearly a s  possible the t rue  value of a 
mine, The law simply implies that a mine is a form of 
property, to ta l ly  different  f r m  other kinds of property; 
that it is impossible t o  assess it i n  the manner in which 
land o r  banks br gas companies are assessed; and that it is 
necessary, therefore, t o  have recourse t o  a different  device 
which should be a s  w e l l  adapted t o  this form of property as  
possible. The device is t o  assume tha t  the t rue  value of a 
mine equals approximately the net  proceeds of the year plus 
the nominal price paid for  the surface and the value of the 
improvexrents. " 

These perspectives, one tha t  mines are treated differently than 
other property and singled out for  additional taxation; the other 
that they are not treated differently a t  a l l ,  have been a t  the 
center of the public debate about mining taxation i n  mntana. 

3.2 MINING TAXATION IN MONTANA - A BRIEF OVERVIEW 

The argumnt between Mssrs. Kelley and Levine did not begin i n  
1918. In general, there appear t o  be four phases t o  Mntana 
mineral taxation policy. The phases often overlap. During 
t e r r i t o r i a l  days, b e s  and 
£ram taxation. Property tax 
minerals i n  the ground during 

mining claims w e r e  usually exempt 
was not collected on the value of 
mst of this period. 

From 1889 t o  1924, taxation of mtal mines occurred primarily a t  
the local level  using a net proceeds method t o  value minerals. 
All other mining property was taxed i n  the sam manner a s  other 
property i n  the state. 

A th i rd  phase began in 1925 with the imposition of s t a te  taxes 
based on gross mineral revenues. This phase included the 
creation of the Metalliferous Mines License Tax and the Resource 
Indemnity Trust Tax. 

A fourth phase began a f t e r  adoption of the 1972 Wntana 
Constitution. After 1972 the Legislature began t o  adjust 



property taxation of mines from a net t o  a gross proceeds basis. 
Wta l  mines were changed t o  the gross proceeds basis i n  1977. 

3.3 CATEGORIES OF PLIINING TAXES IN MONTANA 

On the broadest level, there are two kinds of taxes on hard-rock 
mining in lbntana: s ta te  taxes and local property taxes. On the 
s ta te  level, two taxes are exclusively imposed upon mining 
activi t ies;  the Pktalliferous Mines License Tax (MMLT) and the 
Resource Indemnity Trust Tax (RITT) . 
Both of the s ta te  level taxes are imposed against a percentage of 
gross mineral value. The MMLT is calculated using a graduated 
ra te  with a maximum of 1.438% of gross value. The RITT is 
imposed a t  a f l a t  ra te  of -5% of gross value. Both the MMLT and 
the RI?T ac t  as  state level incorn taxes, the formr a l l w s  no 
deductions and the l a t t e r  allows only limited deductions. 

The other major type of mineral tax in Ylntana is  the property 
tax. Mines pay property taxes in two ways. Firs t ,  real  and 
personal property on the surface i s  taxed based upon the s a r ~  
assessnent procedures c o m n  t o  other real  and personal property. 

Mineral values are taxed differently. The value of minerals is 
assessed each year on the basis of 3% of the gross value of 
mtals extracted in the course of the previous year's mining 
activity. This value is added t o  the taxable value of the taxing 
jurisdiction in which the mine is located, The local m i l l  levy 
then is applied t o  determine the tax due. 

In an area where the levy is 220 mills, for example, the effec- 
t ive  tax ra te  for the gross proceeds property tax would be -66% 
of gross product value (gross product value x 3% x .220 = -66).  
Another way of looking a t  t h i s  is that  the tax, a t  the mill  levy 
ra te  of 220, would be 66C for each $100 of mineral product value. 
A t  400 mills, the tax would be $1.20 per $100 of value. 

3 .4  PROS AND CONS OF VARIOUS TAXES 

It seems f a i r  t o  say that  there is  considerable debate as  t o  the 
exact effects of taxation upon mining activity. Generalizations 
are dangerous since there are many factors that enter into mining 
ccmpany decisions and the formtion of public policy. Sandra 
Blackstone, writing in the Colorado School of Mines Quarterly 
(vol. 75, #3) notes: 

"The economic effects of different types of taxes mst be 
considered on alrnost a case by case basis, depending on the 
particular mineral involved, the characteristics of the 
deposit and the firm, and the market conditions for that  
mineral a t  any particular time." 



While some caveats are necessary, it is possible t o  mke general- 
izations. Sandra Blackstone has sunmarized the economic effects 
of s ta te  taxation of mining activities. The follming is a 
sum~lry of her conclusions plus additional considerations £ran 
various sources : 

Incom Taxes 

The mineral industq  generally prefers i n c m  taxation to  
other forms of taxation because it is based upon 
profitability. It, therefore, has the least  effect on 
direct o r  indirect costs unt i l  the break even point is 
reached. Frm a resource conservation point of view, income 
taxes have less  effect  on raising ore cut-off grade i.e., in 
reducing economically recoverable ore reserves. Inam 
taxes also have the advantage that  they do not adversely 
affect mineral operations during periods of unfavorable 
econmic conditions. 

A criticism of the incaw tax is that it rewards inefficient 
operations. Fran a g o v e m n t  revenue collection point of 
view, the tax is criticized because it fluctuates with 
market conditions and the s ta te  of the econamy. Stability 
of revenue under this tax can be a problem. 

Property Taxes 

There are two approaches t o  property taxation of metal 
mines. The f i r s t  involves establishing the value of the 
mine based on annual gross income, net incore, o r  some other 
incam measure. The other mthod involves determining the 
present value of future earnings on the mineral deposit. 

Both approaches involve arguable assmptions about the best 
method of establishing the ' true market value1 of the 
mineral deposit. Property taxes based upon gross or net 
i n c m  have econcanic effects similar t o  those of an ad 
valorem severance tax. 

The method that  determines the present value of future 
earnings represents an additional fixed cost of operation 
and has the effect  of raising the ore cut-off grade. This 
tax is less desirable than others £ram a resource 
conservation standpoint. The tax discourages exploration 
and developmt of reserves ahead of actual mining. From a 
government revenue standpoint it provides a stable source of 
property taxes. The tax, hmever, is hard t o  administer and 
requires c q l i c a t e d  assessment techniques. 

Severance/Production Taxes 

To the extent that  severance taxes represent an additional 
variable cost of operation they tend t o  raise the cut-off 
grade of ore. The higher grade requirements w i l l  tend to 



luwer the t o t a l  level of mineral recovery and marginal 
grades of ore may becare waste instead of being mined, 

Severance taxes based upon uni t  production tend t o  be more 
discriminatory against low-grade ores. The ad valorem 
severance tax discriminates p r k i l y  against ores with high 
mining costs. Severance taxes in general discriminate 
against less profitable mines since the tax does not vary 
with mining costs. 

On the positive side, severance taxes do not discourage 
exploration and d e v e l o m t  of mineral reserves and 
operations are not penalized when production is  curtailed 
due t o  adverse econamic conditions. 

Severance taxes are relat ively easy t o  administer and can be 
specifically a imd a t  mining act ivi ty.  The severance tax 
serves to campensate the state for  the loss of a natural 
resource. Assuming tha t  the tax is high enough t o  increase 
prices and decrease consumption, the tax can have the  ef fec t  
of conserving resources. Severance taxes administered a t  a 
state level  can equalize the tax burden between taxing 
jurisdictions. The tax can also solve problems of unequal 
distributions of wealth and need for  social services. 

3.5 RECENT CKANGES IN M0M:ANA 

As noted earlier, fo r  nearly a century, property taxes for  
mntana naetal mines w e r e  based on the net  proceeds of the value 
of ore produced each year. N e t  proceeds were defined as the 
gross value of a mineral produced less: 1) a l l  royalties; 2)  
a l l  expenditures for  labor, machinery, and supplies; and 3) the 
cost  of improvement, repairs,  and expansion, 

Because declared costs of production varied widely, local 
g o v e m t s  could not rely on mtal mines as a steady revenue 
base. In Silver Bow County, for example, the taxable value of 
copper net proceeds varied fran $0 t o  $15,789,844 in the years 
from 1956 to 1976. In six of those years, the county received no 
net proceeds tax a t  a l l ,  

Under the pre 1977 net  proceeds approach, allowable deductions 
occasionally exceeded the gross revenue of the mine. For 
example, in 1976 copper prices were a t  ,6535$/&., - the second 
highest level  i n  20 years. Allowable deductions for  the Anaconda 
Cc~npany, haever ,  totaled 127.1% of the gross value, so the 
company had no net  proceeds and paid no property tax on its 
production. * (See Table 4)  . 
Besides the issue of tax s t ab i l i ty  the net proceeds tax was 
d i f f i cu l t  t o  administer - the Departnent of Revenue could not 
easi ly identify expenses that were legitimate deductions. 



TABLE 4 

CaMPmsor~ OF NET st GROSS PROCEEDS 
CONSTANT 1967 DOLLARS 

Y e a r  

Anaconda Campany 
Deductions as a % of 

N e t  Proceeds Gross Proceeds 3% of Gross 
(000) Since 1957 (000) 



Sources: 1923 to 1976 data are £ran  Taxation o f  Metal Mines 
(mntana  L e g i s l a t i v e  Council: November, 1978) pp. 45-46. 
Note: (1977 t o  1982 data are from Reports o f - t h e  Department of 
Revenue. The va lues  are ad jus ted  for i n f l a t i o n  us ing  the CPI and 
Chase Econ-trics estimates for 1982. 

* Part of the increase in deductions in later y e a r s  was due to 
t h e  h igher  cost of e x t r a c t i o n  f r a n  lower grade ore. Content of 
recoverable copper i n  the ore has decreased from 0.98779% in 1957 
to 0.48816% i n  1976. O f f s e t t i n g  this cost, hcwever, were reduced 
costs o f  mining, due to  open p i t  opera t ions .  



Table 4 also i l lustrates the tax base exposed t o  the m i l l  levy 
under the net  and gross fomaxla approaches. The reader should 
note that  the current gross proceeds tax base is significantly 
less than the tax base generated under the net proceeds approach. 
Also, since 1977, the 38 gross tax base (in constant dollar 
terms) has been steadily falling, the result both of mining 
production levels and mtals prices. 

3.6 MINERAL PRODUCTION IN SILVER BaV COUNTY 

In the preceding chapter the effect of changes in Anaconda 
Company employment levels on to t a l  (statewide) hard-rock 
employmnt were clearly visible, The same effect,  due t o  reduced 
Anaconda output, is  readily apparent on net and gross proceeds. 
Table 5 shms the historical dominance of Anaconda in the m t a l  
mining business in mntana. 

TRYABLLE m PROCEEDS OF MINES 
SELECTED YEARS 1902 - 1981 

Silver Baw as  % 
Year Silver BOCq Countv State Total of State Total 

*3% of gross proceeds since 1977 

Source: Biennial reports of the mntana State Board of 
Equalization and the mntana De-t of Revenue. 

The Anaconda Company has produced the majority of a l l  metals 
extracted in IWntana during the past one hundred years. Although 
copper represents w e l l  over half of the value of metals produced 
in mntana, the company produced the majority of gold and silver 
as  well .  In 1969 Anaconda produced 99.8% of the gold mined in 
PBntana. Ten years later production in Silver Bow County still 
accounted for 97% of a l l  mtals mined in PQntana. 



Considering these di f f icul t ies ,  the 1977 Iegislature passed HB 
198 which replaced the net proceeds method of valuation and 
substituted a gross proceeds method in its place. As introduced, 
HE3 198, proposed a tax ra te  of 6% of gross proceeds but a f te r  
debate the tax ra te  was lowered to 3%. 

The 1977 Legislature acted t o  adjust the mthod of calculating 
the property tax on mtal l i ferous  minerals out of a desire t o  
provide a steady tax base for local g o v e ~ t s .  While there was 
considerable legislative debate about the ra te  of the tax it was 
set a t  3% partly because the county most affected by the new law 
(Silver Bow) did not express concem over the ra te  of tax and 
because there was concem that a tax increase would impose a 
hardship on the mining industry a t  a time when copper prices were 
law* ) 

3.7 COMPARATIVE STATE TAXATION PRACTICES 

During the s m r  of 1982 the Hard-Rock Mining Subcornnittee 
retained the services of the U.S. Bureau of Mines, Minerals 
Availability Office t o  conduct a comparative tax study of kbntana 
with seven other mineral producing states. The Hard-Rock Mining 
Subcormittee undertook the tax analysis with the Bureau of Mines 
i n  order t o  assess the tax burden that  mntana places upon 
mineral producers a s  c-ed t o  other states. The 
Subcctrnnittee's goal was t o  understand how mntana's tax structure 
campared t o  other mineral producing states. 

The results  of the study are sumnarized in this section. Given 
the importance of this study, it is suggested tha t  interested 
persons review the original docunwt.9 

' 

9 Robert Davidoff, "A Comparison of the Impact of Ix>cal, State 
and Federal Taxes Upon Several Types of Mineral Operations a t  
Different Profitability Uvels,  U.S. Bureau of Mines, Departmsnt 
of the Interior,  Denver CO, 1982. (Copies are available a t  the 
Pbntana EQC off ice. ) 



The Bureau of 
knuwn as MAS 
internal rate 

Mines study utilized a computer simlating system 
(Minerals Availability System) to estimate the 

of return for three different types of mtal mines 
(gold, copper, and platinum) under two different mineral price 
scenarios (High and Im) and for three different levels of ore 
grade (economic, marginal, and subeconomic) . The basic 
assumption of the mdel is that there is only one variable; 
different state tax structures and rates, All other cost factors 
(labor, transportation, construction, energy, environmntal, 
etc. ) are assumed to be constant fran state to state. Cost 
factors were esthted by the Bureau and were designed to be 
reflective of "average" gold, copper, and platinum mines.* 

The primary results of this analysis are sham in Diagram 1-3. 
The reader should note two items in reviewing the diagrams. 
First, two different assumptions are used for metal prices -- 
a mtal price that generates no profit (or a zero rate of return 
for mntana) and a price that produces an 18% profit for each 
type of mine. Secondly, three different levels of ore grade are 
used: economic (good) , marginal (fair) , and subeconomic (poor) . 

* Both the Bureau of Mines1 Report and general taxation 
literature discuss nmrous difficulties in assuming that taxes 
are the only costs that that vary frcan state to state. aviously 
production factor costs also vary considerably from area to area, 
region to region, and state to state, While it would be useful 
to examine mine d e l s  that provided multi-faceted variables, 
such mdels do not exist. The Bureau's analysis is the best 
available for inter state comparisons. Hawever, its weaknesses 
should be kept in mind when comparing plbntana's tax structure and 
that of her neighbors. 



0
 
C

, 
rl 

C
IW

 
0

 
0
 

c
d

k
 



99
 Z 

U
T

L
V

L
 TA

X 
PA

YM
EN

TS
 O

VE
R 
tH

E 
LI

FE
 O

F 
TH

E 
PR

O
PE

R
TY

, 
m

ar
tia

n 
ol
 d

ol
lo

rr
 

o
 

8
 

8 
N

 
N
 

U
 

o
 

o
 

8 
f 

u
c

n
m

 
= 

C
D
C
D
O

 
* 

M
A

-
 

u
v

 
I
D

D
C

I
 

% 
P*

 S 
ID

 
o

'd
 

Y
 
s 

P
, 

w
iD

 
c 

e
 

Y
 

PI
 

CD
 

t-' 
P,
 

G
 4

 
P

, 
0
 X

 
h

m
 

C
U

M
U

LA
TI

V
~ 

TA
X 

PA
YM

EN
TS

 W
E

R
 T

H
E 

L
IF

E
 O

F 
TH

E 
P

R
O

P
E

R
TY

, 
m

ill
io

n 
of

 d
ol

lo
rr

 

C
U

W
L

A
T

IV
E

 T
AX

 P
A

YM
EN

TS
 O

VE
R

 T
HE

 L
IF

E
 O

F 
TH

E 
P

R
O

P
E

R
TY

, 
m

ill
io

n 
of

 d
ol

lo
rs

 



Y
 L'C

 



Diagrams 2 and 3 present various ra tes  of return in the various 
states for  platinum and gold. The reader can observe the ef fec t  
of each s t a t e ' s  tax system upon the ra te  of return t o  the mine in 
each of these mtals. ' In diagram 3, for  example, the economic 
gold mine in Pbntana receives an 18% ra te  of return w h i l e  three 
other states (Arizona, Utah, and Wisconsin) receive smaller ra tes  
of retum on invested capital.  The difference is due solely t o  
the tax structure of each state.  Under the econamic gold 
scenerio, Colorado, Idaho, Nevada, and New Mexico have sl ightly 
bet ter  rates of return than does Pbntana, 

Given that c q u t e r  simulations are subject t o  a range of error ,  
the MAS is nonetheless reliable, It represents the combined 
effor ts  of professional mining engineers, mineral economists, and 
financial experts, from both the private and public sectors. 
Outputs of MAS may therefore, be regarded as  state-of-the-art and 
probably the best  information available. 

A sumnary of the general conclusions that can be drawn f r m  the 
Bureau of Mines analysis is a s  follows: 

Montana's effective tax ra te  is higher than for any other 
state. This could affect  prof i t s  and corresponding 
develogmnt potential. A copper mine i n  Idaho, historical ly 
r ich in copper, would receive a higher ra te  of return than 
an identical mine in mntana. 

Gold 

In the Bureau's analysis, rates of return (profi ts)  on a 
plbntana gold mine are not greatly different than in other 
states, There is n m  information available on South Dakota 
through a report by the Bureau of Mines a s  ccanpleted for  the 
Hmstake Mining Ccanpany, 

Platinum 

Rates of return on the &el platinum mine suggest that 
plbntana taxes are not significantly different than those i n  
other states. This conclusion, hawever, assumes that 
platinum ex is t s  in other states which is not the case, 
Economically recoverable platinum in the U.S. is k n m  t o  
ex i s t  only in mntana. 



CHAPTER 4 
ASARCo (TROY) blINE AND PROPOSED ANACONDA 

(STILLWATER) MINE -- A BRIEF CASE STUDY 

4.0 INTRODUCTION 

The purpose of this section is t o  review the population and 
employrrmt impacts of an existing mine (ASARE)) and the projected 
impacts of a potential mine (Anaconda). This case study approach 
w i l l  then be compared t o  a mre general approach to estimating 
mhe related impacts in Chapter 5. 

The Tray deposit lies under IQunt Vemon near the tm of Tray, 
bbntana. Copper mineralization was f i r s t  discovered on munt 
Vernon in the l a t e  1940's. Later exploration, begun in 1957, led 
t o  an exploratory dr i l l ing program in 1964 conducted by Bear 
Creek Mining Company, a subsidiary of the Kennecott Corporation. 
The dr i l l ing  program outlined an ore body 60 fee t  thick, located 
about 1,100 feet  belaw the top of Mount Vernon. Subsequently, 
tunnels w e r e  driven into the ore body to confirm the results  of 
the dr i l l ing and t o  obtain ore samples for  engineering and 
mtal lurgical  studies. In 1973 Asarco, Inc. leased the Troy 
property fran another Kennecott subsidiary which now owns a 25% 
royalty interest.  

W i t h  environmntal studies under way, Asarco in 1974 began 
engineering and feasibi l i ty studies. The engineering study 
ccmpleted in 1975 indicated that devel-t of a mine was 
econcxnically justifiable. In 1976, permit applications w e r e  
submitted t o  the U.S. Forest Service and the kbntana Departmmt 
of State Lands (DSL) . The permit applications w e r e  follawed by 
the preparation of a joint Federal/State mvironmntal Impact 
Statemnt (EIS) which was campleted i n  'October 1978. Follawing 
two public c m t  periods, the necessary permits were issued by 
federal and state authorities in Novenhr 1978. 

Construction of the Troy mine and mill began early in 1979 and 
was ccmpleted i n  September 1981. tbre  than 30 years had elapsed , 

since discovery of the ore deposit, 17 years since dr i l l ing had 
delineated i ts bounds, and nine years since Asarco began active 
investigation of the property's mining potential. 

The Troy mine, one of the largest s i lver  mines in the United 
States, reached f u l l  production in 1982. The operation presently 
employs approximately 340 workers and represents a significant 
contribution t o  Lincoln County's econmiy, a region which has been 
historically depressed. me of the more interesting aspects of 
the mine's e c o n d c  impact is the very high ra te  of local labor 



force participation. A recent survey of the Asarco workforce 
conducted by the consulting firm TAP, Inc. reports that  only 39 
q l o y e e s  were hired f r m  outside of the local area.10 The 
direct  population influx (including family h r s )  sterrPning from 
the 39 mine employees new t o  the area was 123, resulting in an 
average household size of 3.2 people. 

The effect  of this high local participation ra te  is very 
significant. Because few newcmrs were associated with the 
project, the derrrand for  public services rerrained essentially 
unchanged. This is normally not he case, particularly in rural  
areas. 

The Asarco (TAP) sumey also showed t h a t  304 new secondary jobs 
(service, trade, and govenmvznt spinof f s )  resulted from the 
project. The mine's employees, secondary employment, and 
associated families account for about 7% of the county 
population.11 These current estimates are compared with the 
pre-developmnt projections by the Department of State Lands in 
Table 6. 

TABU 6 
A CWARISON OF IMPACT ESTIMATES AND PRCLECTIONS 

(Lincoln County Only) 

Estimate Projected 
After Before Difference 

w i n g  (1) e n i n g  (2) 

Direct Mine Ekployment 
Indirect EXlployment 

Total 

Miners Hired Locally 
Miners New t o  Area 

Total 

Population 

Sources : (1) ASARC0 Ekployee Survey, TAP, Inc. 1982 
(2) TROY PRCXTECT, ASARCO, INC. , Draft Ehvironmntal 

Impact Statement, Wntana Department of State 
Lands, 1978, pp. 358-361. 

10 ASARCO hlployee Survey, TAP, Inc., 1982 

11 Ibid 



Even though the estimates of the t o t a l  population and employmnt 
levels associated with the mine are similar, there is one 
noteworthy difference. Specifically, the DSL projections assumed 
that  50 percent of the di rect  workforce would be hired from 
outside the local area. The TAP survey, however, reveals tha t  11 
percent were newcmrs. A t  the time the DSL impact s ta temnt  was 
written, the higher non-local assumption seen& t o  be reasonable 
since local employment conditions w e r e  much better, i.e., 
unemploymmt was considerably lower than a t  present. Hindsight, 
h m v e r ,  suggests that  the 50 percent a s s q t i o n  was invalid for  
sweral reasons. F i r s t ,  the occupational structure of Lincoln 
County is significantly different than the norm. There is a 
disproportionately large number of craft- and operators in 
Lincoln County, which mans that local workers w e r e  generally 
qualified for  the new jobs. This pattern of high local workforce 
participation was also evident during the Libby Dam construction 
when a reported 60 percent of the construction workforce was 
local, as opposed t o  the norm of 40 percent. Second, and equally 
important, ASARC0 diligently implemnted a successful local 
hiring program. 

The estimates in Table 6 require one additional and e x t r m l y  
important point of explanation. Both the TAP and DSL population 
figures are expressed i n  terms of the number of people which the 
mine supports - approximately 1000. This figure does not imply 
that 1000 people w e d  into the area a s  a resul t  of the mine. In 
fact  probably no more than 300 people m e d  in to  the area, about 
tsm percent of 1980 county population. Since 1970 Lincoln County 
has experienced consistently high ra tes  of both out-migration and 
unemployment (double o r  t r i p l e  the state norm). Between 1970 and 
the present, several thousand people have l e f t  the area due t o  
the Libby Dam canpletion. mre recently the wood products 
industry has been i n  a depression. -Realistically, the Troy mine 
did not add t o  county population and service demands but rather 
helped t o  hal t  a severe decline. 

C o m t s  on the Ehvironmental m c t  Statement - Some 

The following select  ccarments on the DSL draf t  environmental 
impact statmmt are quoted directly f r m  the Final EIS, Volume 
111. These responses t o  the DSL projections are offered t o  
provide the reader with an indication of public concerns prior t o  
the opening of the mine. 

Ccarment: " I t  also appears that  the draf t  EIS underestimates 
the m u n t  of land that  w i l l  be developed by the new 
residents of the B u l l  Lake area. Apparently, the same per 
capita land use figures used i n  the 1971 Libby Caprehensive 
Plan w e r e  used t o  project the land requiremnts of the 400 
new residents of the Bull Lake area. The draf t  EIS claims 
that these 400 new residents w i l l  require the developmt of 
only 45 acres of land." mntana ~ v i r o n m n t a l  Quality 
Council, Letter, 7-28-78 



Ccrmnent: "What are the max- school capabilities, and haw 
mch decrease i n  funds when the project winds down? There 
w i l l  also be a loss of service and teaching related jobs in 
direct relationship t o  the mine's cycle." mntana 
Wilderness Assoc., Letter, 8-9-78 

Ccarment: "My second area of concern deals with the lack of 
an economic analysis regarding public services and increased 
county tax load. The fact  that increased populations 
require m r e  funds for the services that  are provided than 
the revenue provided through taxation of the land and 
inp roven t s  of this new population. Therefore, the 
existing tax sources w i l l  find an increase tax load t o  
support the newccmrs." Iiuss Hudson, LRtter, 7-24-78 

mt: "To recap some of my thinking - I sincerely 
believe s o m n e  truly missed their  homwork when they stated 
300 men working - i f  they m l d  be total ly honest they would 
state - beginning Crew 300 - with an average family of 3.3 
people = 1000 people - t o  be absorbed into a relatively 
restricted area - for these 1000 people there would be 
another 2,000 people m e  in (workers with families) t o  care 
for the needs of the f i r s t  1000 people." Beatrice Woessner, 
Utter, 8-4-78 

Cement: "On page 367 the EIS identifies a major problem. 
Of a l l  the local gwemmnt ent i t ies  in Lincoln County, it 
is likely the camunities of Libby and Troy w i l l  experience 
the greatest expenditure impact with the least  offsetting 
direct revenues. This important issue is  not even addressed 
i n  the mitigation discussion." mntana De-t of 
Camrrunity Affairs, Utter, 8-8-78 

Camnent : 
numerous 
service, 

"A second inadequacy i n  the data analysis is 
projections are 'based upon the present level 
i n  which simply a r i thmt ic  multiplication is 

that  
of 
used 

t o  project a ccanplicated relationship. If  a l l  the n e w c a r s  
were people l ike  the locals in the study area, and i f  
adequate fac i l i t i es  and services were available upon their  
arrival ,  then one might say that  X number of additional 
people w i l l  require one more deputy, doctor, etc. But 
research in other rural  areas experiencing rapid 
industrialization shows that  there is certain t o  be a 
serious lag bemeen need and availability of mst services 
and housing which, coupled with the unkncrwn characteristics 
of the construction population, w i l l  demand mch mre than 
is planned £ran the personnel and the budgets of such 
services a s  law enforcerrent and public health agencies. 
Similarly, the a s s e s m t  of impact on welfare services does 
not take into account the history of other developrent sites 
where strikes and other work stoppages have occurred." 
Institute for Social Research, Letter, 8-7-78 



Camnent: "The EIS should have seriously considered the 
creation of a new village camunity a t  Li t t le  Joe t o  lessen 
the population impacts upon the other local ccxmrunities." 
Rep. Art Sheldon,'Troy Public M t i n g ,  7-24-78 

Commnt: "A second major omission is consideration of 
impact on the local residents whose in- would not be 
increased by construction and operation of the mine; e. g. , 
the elderly,* other retirees, and those who are employed on 
relatively fixed i n c m s .  This problem is dramatized i n  the 
statemmt beginning on page 377 that  ' Init ial ly,  with 
relatively high wages being paid the construction workers 
and the mine workers, there would be an increased abi l i ty  of - 
the local population on the whole t o  purchase goods and 
senrices.' According t o  he most optimistic estimate (page 
358) only 30 to  60 locals would be eligible for those 
in i t i a l ,  relatively high wages. It seems apparent then that 
most locals w i l l  have substantially less purchasing paver in 
the competition for goods and services." *Although Lincoln 
County has a low d a n  age, probably because of - 
in-migration during the dam construction, the more rural 
parts of the county have a large nurmber of retired persons." 
Insti tute for Social Research, Utter, 8-7-78 

Cmm~t: "ASARCO'S plan t o  hire local people is 
c m d a b l e ,  however, I am skeptical. I do not see any 
evidence of local people being contacted about their  desire 
t o  work in this mine. What I fear w i l l  happen is a large 
influx of people a f te r  announcement of the develo-t of 
this ore body. These people w i l l  have been living i n  the 
area only months t o  weeks before employment begins, and 
ASARC0 w i l l  have no way of m i n g  whether they are local 
people or  not. I would suggest-that ASARCO address this 
problem i n  the final EIS, and present a plan t o  alleviate 
the problem. For example, ASARC0 could begin contacting 
local q l o y m . n t  agencies n w  and have any local person who 
is interested in mine ertploymmt sign up now, before the 
influx of outsiders. I also feel a job training program 
should be initiated." Brad Sheppard, Letter, 8-1-78 

CDnrent: "Comparing Lincoln County t o  Rosebud and Big Horn 
Counties is misleading for several reasons. The only 
similarity is large scale mining d e v e l o v t  in an area with 
sparse population. The devel-t of coal resources was 
anticipated by the legislature and the taxation of coal is 
designed t o  handle many of the costs associated with its 
developmt. This is not the case with copper mining. In 
the first place the proper tax based on gross proceeds of 
coal is much higher than than of mtal mines. Coal is taxed 
a t  45 percent of gross proceeds for s t r ip  mined coal an 
33-1/3 percent for coal mined underground. The taxable 
percentage for m e t a l  mines is only 3 percent. In other 
wrds,  gross proceeds of coal are taxed a t  15 tims those of 
copper. " Montana Department of Revenue, Letter, 7-14-78 



Cammt: "ASARC0 should construct a parking l o t  and provide 
transportation for  each sh i f t ,  t o  eliminate the need for  600 
plus cars t o  travel  daily up and dawn Mt. Vernon." Iaurie 
Blazich, Utter, 8-10-78 

Cammt: "The major flaw in the analysis is the rention of 
the fact  that additional expenditures should be covered by 
the increase i n  the tax base and then mentioning the 
possibility of decreased m i l l  levies by comparing Lincoln 
County t o  Rosebud and Big Horn Counties. In the long run it 
is possible that additional revenues may be sufficient t o  
cover the expenditures necessitated by developmnt of the 
Troy ASARCO Project. Hmever, in the short run t h i s  i s  not 
the case because there is a substantial lag between the tirrre 
f i r s t  impact actually occurs and the time when the new 
construction b e a m s  par t  of the local tax base. As 
mntioned i n  the statenat, during the construction period 
there w i l l  be a substantial in-migration t o  the impact area. 
These construction workers w i l l  generally l ive  in temporary 
housing which w i l l  contribute l i t t le  t o  the tax base. 
However, these same workers w i l l  be demanding services from 
local g w e m t  units. There w i l l  not be any revenues £ran 
the property tax based on the gross proceeds from the mine 
and the mine f ac i l i t i e s  w i l l  be taxed only on the portion of 
the fac i l i ty  c q l e t e d  by a s s e s m t  day. There w i l l  
necessarily be increasing expenditures t o  met the demnds 
of the workers without accompanying increase i n  taxable 
value. The only way t o  ra ise  the needed monies during 
construction is t o  ra ise  the m i l l  levies thereby adversely 
impacting local property owners." lbntana Departmnt of 
Revenue, Letter, 7-14-78 



Current Attitudes Ward ASARCO 

While the preceding c o ~ t s  may have illustrated extrem concern 
by the Troy citizenry and others toward the proposed S O  
mining project, the results of the recent TAP public survey 
suggest that much of the fear has dissipated since the project 
has caw on line. 

How Tray Area Residents Feel About Their Cormunity 

* Like Best * Like Least 

1, The enviromt 1. Distance to medical 
2. The people facilities 

2, Limited shopping 
3. Restricted job 

opportunities 

The Area Wflects "Settled In" Residents 

Years in Troy Area Percent of Residents 

Under 5 Years 
5 to 10 Years 
11 to 20 Years 
Over 20 Years 

How Troy Area Residents Feel About the ASARCO Mine 

1. ASARCO has been a needed boost to the area economy 

* Agree 
* Disagree 
* No Opinion 

2. ASARC0 has caused significant enviromtal pollution 

* Agree 
* Disagree 
* NO Opinion 

3. ASARC0 increased job opportunities for local young persons 

* Agree 
* Disagree 
* No Opinion 

4. The mine has created other jobs in the area 

* Agree 
* Disagree 
* No Opinion 



5. The school system has been adversely affected as a result of 
ASARC0 

* Agree 
* Disagree 
* No Opinion 

6. ASARC0 has shwn a concern for the environmnt 

* Agree 
* Disagree 
* No Opinion 

7 ,  ASARC0 has developed a good corporate image 

* Agree 
* Disagree 
* NO Opinion 

8. Wsidents overall feeling on the mine's economic and social 
effect 

* V e r y  Positive 
* Positive 
* Little E f f e c t  
* Negative 
* Very Negative 
* No Cpinion 

Source: -0 Survey, TAP, Inc,, 1982 



The proposed Anaconda platinum/palladium mine ( in  Stillwater 
County) is similar t o  the Troy project i n  s- respects but 
potentially very different i n  others. A s  i n  the Eull Lake area, 
recoverable reserves have been thought t o  exis t  for  a t  l eas t  40 
years. W e r a t e  scale mining for  chrom actually took place i n  
the general vicini ty during World W a r  11. A t  present, no mines 
are operating but the Anaconda Company and Stillwater PGM are 
seriously considering developent prospects. While the Troy 
project is located in a fa i r ly  industrialized area, an agrarian 
comumity surrounds the Stillwater project . The residential,  
occupational, and social structures are different and the 
population level is lawer. A l l  of this suggests greater 
economic impacts i f  devel-t is t o  occur. The following 
description of the proposed project is taken directly from the 
recent DSL Draft EIS.12 

Brief Description of the Anaconda Company's Proposal 

Anaconda Minerals Capany proposes t o  mine platinum and palladium 
from a steeply dipping mineralized zone lying within the 
Stillwater mineral ccpnplex. Anaconda has begun exploration 
act iv i t ies ,  and i f  its permit is approved, the campany could 
ful ly begin mine developnmt in l a t e  1982. The project could 
l a s t  20 years. The company plans t o  mine an average 1,000 tons 
or  ore per day by underground mining. Ore would be trucked seven 
miles on county roads t o  a concentrating m i l l  tha t  would be 
located i n  Hertzler Valley. Tailings £ran the milling process 
would be deposited in a ta i l ing pond adjacent t o  the m i l l .  The 
proposed project area covers 780 acres, including 90 for  the mine 
and 690 for the m i l l  and ta i l ing pond. 

The greatest change would be in the population structure of 
Absarokee and Nye. The occupational structure of Absarokee wu ld  
sh i f t  t o  a large proportion of jobs i n  mining. Sorrre current 
residents of the Absarokee community would have less influence 
over camunity matters than they now have. By 1991 Stillwater , 

County1 s population would increase 12  percent, -and the c m i t y  
of Absarokee's by 54 percent, over the levels that would exist 
without the project. 

Comnunity Services 

The project would resul t  i n  additional demand for staffing, 
space, equipmmt, and operating revenue for  the following: 
Absarokee school system, the City of Colmbus, the Stillwater 

12 Draft E n v i r o m t a l  Impact S t a t m t ,  The Anaconda Capany, 
Stillwater Project, Mntana Departnwt of State Lands, 1982. 



County law enforcenaent system, the Absarokee Water Users 
Association, sewer d is t r ic t  nunhers five and seven, and possibly 
the Stillwater County Welfare Department. Additional housing in 
the county would also be needed as  a result of the project. 

The operation of the proposed mine would create a to ta l  of about 
263 new jobs in Stillwater County. The new jobs would represent 
--thirds of the to ta l  e m p l o ~ t  growth projected for the 
county during the 1980s. An additional 50 short-term jobs would 
result  between 1989 and 1992 when a second internal support shaft 
muld be developed. 

The industrial composition of the county's economic base would be 
affected slightly. Growth in mining employment would make up for 
projected losses in agriculture, but agriculture would continue 
as  the county's largest basic industry employer. 

The 263 new jobs created by the project would represent an 
increase of 12.5 percent w e r  the 1979 figure for to ta l  number of 
jobs i n  the county and 9 percent over the projected 1989 and 1999 
figures. 

During the 30-month c o n s t r u c t i o n / d e v e l o ~ t  phase of the mine, 
direct employment would average 172. Actual emplayment would 
fluctuate fran mnth t o  month on a seasonal basis between a law 
of 59 jobs in mnth six and a high of 243 jobs in mnth 14. 

The permanent operating work force is expected t o  number 200 
throughout the 20-year l i f e  of the mine. Developmt of an 
internal support shaft i s  currently projected for 1990, 1991, +d 
1992. This would cause a short-term increase of as  many as  35 
jabs a t  the mine for this period. 

Local gov-t and area business employment would increase by 
about 83 jobs in response t o  the new employmmt a t  the mine 
(Br i scoe ,  Maphis, m a y ,  and l a m n t  (EMXL), 1981, pp. 3-8 and 
4-10). Trade and services employmt would increase by 30 jobs, 
local govemmnt q l o y m n t  by 27 jobs, and the remainder would 
be divided among other industries. 

Each of the three ~ h a s e s  of the mine would exhibit a different 
employment cabinaiion of in-migrants, camuters, and local 
residents. The development phase construction work force would 
largely consist of empfoyees of Billings area construction firms, 
(BWfL, 1981, p. 5-4) . Thirty-eight percent of t h i s  work force 

would prefer t o  c m t e  daily; the res t  would probably c m t e  
weekly. 

Mine development is a highly specialized task.  Because of this, 
80 percent of the development phase work force is expected t o  be 
provided by a contracted firm fran outside the state. The 
remining 20 percent would be hired locally i f  training is 



provided. bbst of the mine develaprnent work force would reside 
i n  Stillwater County. 

The permanent operational work force would be made up of 
in-migrants (60 percent) , local residents (30 percent) , and daily 
c m t e r s  fran outside the county (EQML, 1981, p. 5-5). Based on 
the number of local people employed a t  the mine in 1980-81, half 
of the local resident work force (30 persons) already works for  
Anaconda Minerals Company. 

The portion of the mine/mill work force that would be local 
residents is potentially much higher than the currently projected 
30 percent. The mine is expected t o  have a mnthly turnover ra te  
of a t  l eas t  3 t o  5 percent (Jim H a r r m e r ,  Anaconda Minerals 
Campany, ora l  cormrunication, Feb- 1, 1982). This m u n t s  to 
a replacemnt of the ent i re  work force every 2 t o  3 years. There 
is a large pool of potential applicants for  work a t  the mine and 
m i l l .  Wenty-ne percent of the employed and 63 percent of the 
unemployed persons in the Stillwater County Resident Survey 
(Entercorn, 1981, p. 524) indicated that they would be saxwhat o r  

very l ikely t o  apply for  a job a t  ei ther  the mine or  mil l  
operation. A t  the 1981 employmmt level t h i s  indicates a pool of 
applicants tha t  would number about 600, three times the n m h r  of 
jobs. I f  local residents w e r e  m r e  likely t o  stay on the job 
than in-migrants, over time the proportion of local residents 
working a t  the mine/mill would increase. 

After the mine/mill ceases operation the employrru3nt base would 
shrink t o  what it would have been i f  the mine had never existed. 
Persons la id  off from the operation would ei ther  leave the area 
seeking employmnt o r  compete for  the other jobs i n  the vicinity. 
Depending on the ra t io  of mine-related employmmt t o  the to ta l ,  
readjustmnt a f t e r  closure may o r  m y  not be significantly 
disruptive. 

The annual wages of the employees of the mine and m i l l  operation 
would range between $13,000 for  a typis t  and $50,000 for  the mine 
manager. mst of the employees would earn between $24,000 and 
$35,000 a year (BWIL, 1981, p. 4-6). Th i s  is considerably 
greater than the average munt earned by the currently employed 
persons in Stillwater County, three-fourths of whom earn less 
than $24,000 per year (Ehtercm, 1981, p. 937). 

Per capita inccare in the county would be about three percent 
greater with the mine and m i l l  in operation than would otherwise 
be the case (m, 1981, p. 4-15). Per capita i n c m  would be 
greater because the jobs a t  the mine and m i l l  would increase the 
proportion of jobs i n  the upper wage brackets, not because wages 
i n  other industries would be increased. 



Population 

The greatest change would be in the population structure of 
Absarokee an Nye. The occupational structure of Absarokee would 
s h i f t  t o  a large proportion of jobs in mining. By 1991 
Stil lwater County's population would increase 12 percent, and 
Absarokee's 54 percent, over the figure tha t  would be reached 
without the  project. 

The t o t a l  population increase t h a t  m l d  l ikely resu l t  f ran the  
Anaconda Stil lwater Project is 667 persons, o r  a 1 2  percent 
increase by 1991. This increase would put the population 15 
percent above the  1980 level  and would be about three-fourths the  
s i ze  of the increase the  county experienced between 1970 and 
1980. 

Growth would probably occur primarily in Absarokee, unless 
Anaconda encourages s e t t l m t  in another area. Absarokee's 
population would increase 54 percent, o r  422 by 1991. Columbus' 
increase would peak a t  115 by 1991, an increase of 8 percent over 
the  figure that  would be reached without the  project. 

Eighty percent of the permanent project operational work force 
would probably be married. Average family s ize  would be about 4, 
resulting i n  a d i rec t  mine-related migration in to  the county of 
416. Of the 416, 60 percent would reside i n  Absarokee, 15 
percent i n  Colcrmbus, and the remaining 25 percent would locate i n  
Nye, F ishta i l ,  and other unincorporated par ts  of the  county. The 
indirect population increase of the project would m u n t  t o  
another 251 persons (BWK, 1981). 

Tax Base 

The proposed mine would produce taxable value d i rec t ly  and 
indirectly. The d i rec t  increase would consist  of the  gross 
proceeds value of the mine's production and the  value of the 
property associated with the mine and mill. Indirect increases 
would resu l t  £ran the  value of the horns established by miners. 
hbst of the taxable value would not be available to  the taxing 
jurisdiction u n t i l  1986, the year a f t e r  production begins. 

The taxable value of the  mine's production would m u n t  t o  three 
percent of the  gross value of minerals produced each year. A t  
f u l l  production and a t  January 1982 prices a s  reported in the 
Engineering and Mining Journal (February 1982) , the gross 
proceeds value would m u n t  t o  approximately $853,000 per year. 
The taxable value of the mine and m i l l  would be about $6 million 
(Steve Dole, Anaconda Minerals Company, o ra l  cormrunication, March 
9, 1982) . 



Only the county, the elemntary school district at Nye, the high 
school district at Absarokee, and the State would benefit 
directly frm the increased taxable value, Som affected 
jurisdictions would benefit indirectly. In particular, the 
Absarokee elementary district and to a lesser extent the Columbus 
schools would enjoy a positive impact because of the new h m s  
that would be built in their districts. Over the life of the 
mine, the State would receive about $11 million in revenue raised 
through the lletalliferous Mines License Tax and the Resource 
Indemnity Trust Tax. 

Table 7 provides 
both the Troy 
differences stand 

a comparison of 
and Stillwater 
out: 

general 
mines 

economic variables for 
Several noteworthy 

o The Stillwater mine may generate relatively fewer secondary 
jobs (and/or secondary population) than the Troy mine. 
Because of proximity to other urban areas, people in 
Stillwater County may shop outside the local area more often 
than in Troy/Libby, 

o local workforce participation in the Stillwater will 
probably be half as high as in the Troy case. This is a 
result of a smaller population base, agrarian occupational 
structure, better comting possibilities, and lmer 
unemployment. 



TABLE 7 

A COMPARISON - ASARCO AND ANACONDA 

Mine Ehp?loyrrmt 

Secondary ~ l o ~ t  

m a 1  Labor Force 
Participation 

Population Associated With 
Mining 

Percent of 1983 County 
Population 

Ratio of Mining Jobs To 
Mine Population 

County Population Growth 
1970-1980 

ASARC0 [I] ANACONDA [2] 

340 263 

304 83 

[l] ASARCO Btployee Survey, TAP, Inc., 1982 
[2] Draft Enviromtal Impact Staterent, Anaconda/Stillwater, 

Ikparbosnt of State Lands, 1982 



cHAFmm5 
GENERAL G R r n  IMPACTS ASSOCIATED WITH MINING 

5.0 INTRODUCTION 

The purpose of this chapter is to mre fully consider those 
econckoic and social variables which influence local grmth 
inpacts. A population and public finance impact &el was 
developed to help illustrate the range of probable growth impacts 
which could be expected to occur in western mntana counties. 
This system was also utilized to help calculate the dollar 
impacts resulting froan the jurisdictional conflict issue 
mtioned in Chapter 1. 

5.1 FACTORS INFUJENcm LOCAL IMPACTS 

Chapter 4 introduced scarre of the factors which help to explain 
variations in local level population, employment, and public 
service impacts. (These factors are reviewed in Diagram 4. ) 
Fundamntally there are two related factors which determine 
whether a local govermmt jurisdiction is "better off or worse 
off" as a result of a developrent. First, hcw m y  new people 
will move into the area? Second, h m  much revenue versus how 
much cost will occur in each jurisdiction? Unfortunately, no 
clear cut mthod exists to precisely resolve these two issues. 
Furthermore, the answers are always site specific, i.e., every 
cormunity and every mine is different. The key assqtions and 
variables in this complicated problem are discussed in the 
following sections. 



DIAGRAM 4 

DEVEXQPMENT IMPACTS 
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Iacal Labor Force Participation 

The mst important variable determining local impact costs boils 
d m  to  h m  many people m e  into an area. There are several 
different  c a p n e n t s  which camprise this level, a d i rec t  and an 
indirect e f fec t  i l lus t ra ted  belaw. 

TiYI'AL POPULATION INFLUX 

DIRECT INDIRECT 

o Miners o Indirect Ehployment 
o Families o Families 

The Bureau of Mines study indicates that the prototype mine (a 
cambination o r  average of the model gold, copper, and platinum 
mines) would enploy 204 workers. Assuming that  80% of these 
workers were married with spouse present, the average household 
s ize  for  miners would be 3.4; i.e., 

163 married miners 
163 spouses 
326 children 

4 1  single miners 
693 t o t a l  

Where household s ize  = 693 divided by 204 = 3.4 

The maximum di rec t  population impact, i f  a l l  miners were 
n e w c a r s ,  would be 693 people with a mine employing 204 workers, 
i . e. , 204 times the average household size. Population influx, 
hawever, is very mch determined by local labor force 
participation. I f  half of a l l  the  d i rec t  mine workers w e r e  hired 
locally, the population influx would be 347 as  sham below: 

Local Participation Papulation In£ lux 

Normal 
Range 

High 



Usually, between 40 to 60 percent of the to ta l  permanent workers 
w i l l  be hired locally. The average for construction workers w i l l  
generally be less, averaging approximately 40 percent. A 20 
percent local ra te  should be considered a minimum value. A ra te  
this low would be consistent with: 

o a very small population or  labor force base; less than 
5,000 population. 

o high current work force participation which somtimes is 
the case in remte/rural areas. 

o atypical social pattern e . g .  an Indian reservation 
economy. 

o law c m t i n g  potential. 

A t  the other end of the spectrum, an 80 percent local ra te  should 
be considered as  a for mst planning purposes. A ra te  
t h i s  high would be consistent with: 

o a large population base (over 15,000) 
o high u n e m p l o ~ t .  
o low current work force participation. 
o high c m t i n g  potential. 

Indirect ~ l o ~ t  and Population 

Mine workers (local and nonlocal) w i l l  spend mst of thei r  
earnings within the local area. Although no survey data exist ,  
it is reasonably safe t o  a s s m  t h a t  between 50-80 percent of a l l  
disposable incaw is  spent locally on rent, house p a p t s ,  
groceries, public and private services and other retail 
purchases. These types of local expenditures create additional 
jobs and also support additional people within the ccmmnity. 

The secondary enploymnt multiplier for a miner w i l l  be about 
1.00 in rural  areas, t o  about 1.75 in rirban areas. 13 In small 
ccnanunities trade leakages are higher and the local multiplier is  
lower. Conversely, i n  urban areas there is mre internal 
shopping and purchasing and the multiplier is higher. A s  a 
result ,  a mine located within a larger county would result  in 
mre local secondary jobs and a higher indirect population level. 

13 l!bntana Alternative S h l a t i o n  System 11, Wntana Departrrent 
of Administration, Data Center, 1982. (The MASS I1 me1 is an 
inpact sirrollation system which generates the population and 
secondary e m p l o ~ t  levels associated with a change in basic 
industry emplayment (by type) a t  the county level. ) 



Pornlation ImDact - Total 

Tables 8-10 show a range of the nwnber of people (direct and 
indirect) that  would be associated with a mine job for different 
county sizes and three levels of local labor force participation. 
For example, i f  a mine with 204 workers were located in a county 
with less  than 5,000 people, the to ta l  population influx would be 
979 people w i t h  a 30 percent local (70 non-local) participation 
rate. Calculations are: 204 miners times 4.8 people per job 
equals 979 people. 

If the local participation ra te  were 40 percent, the impact would 
be 775 people; i.e., the low impact for a county w i t h  less than 
5,000 people. I f  only 20 percent of the workforce were local (80 
percent non-local) , the impact would be 1,183, the maximum 
plausible impact for  the nzodelmine with 204 workers. 

The parmters in the system were derived from the MASS I1 &el, 
an employnvent and population sirrollation system developed by the 
Wntana Departmsnt of Administration. Since 1975 th i s  system, 
with various revisions, has served as  the state's of f ic ia l  
forecasting system. The technique has also been uti l ized in a 
ntlmber of environmental impact statemnts for major mining 
dwelopent  within Wntana. 

In an effor t  t o  examine the validity of the system, approximately 
50 e n v i r o m t a l  impact statements have been reviewed for major 
projects within the western United States. In 80 percent of the 
cases the ra t io  of people per mine job was in the 2-6 range, a 
range of values which is consistent with those values shown i n  
Table 8. Therefore, population impact multipliers of less than 2 
o r  greater than 6 are unrealistic. A value of 3.8 is currently 
being used by the mntana Departrrrent of State Lands for the coal 
area. 14 However, the range of impacts as shown in Table 8 is 
quite broad depending on county size and local participation 
rates. 

General Observations On Population ImDacts 

-11 camunities and counties w i l l  generally experience greater ' 

inpacts £ran growth than larger areas. Resident workforce 
participation w i l l  be lower in rural areas, resulting i n  
proportionately m r e  people m i n g  in. Rural areas also have a 
m a l l  population base. Table 11 i l lus t ra tes  that  the rodel mine 
w i l l  have a much larger population impact in the small counties 
than i n  the larger ones, which is  as  expected. 

Although the procedures for estimating growth impacts have 
dramatically improved over the l a s t  decade, impact planning is  
still  in its infancy, particularly i n  the area of public finance. 
This topic is considered i n  the following sections. 

1 4  Personal cormmication with M r .  Torn Coefield, Economist, 
Departmnt of State Lands, August 1982. 



County S i z e  

5000 
5000-15,000 
15,000+ 
Average 

5000 
5000-15,000 
15,000+ 
Average 

5000 
Direct 
Indirect 
Tota l  

5000-15,000 
D i r e c t  
I n d i r e c t  
T o t a l  

15,000+ 
D i r e c t  
Indirect 
T o t a l  

Average 
D i r e c t  
I n d i r e c t  
Total 

TABLE 8 
POPULATION INFLUX PER MINE JOB 

Ixrw - Medium High 

TABLE 10 
POPULATION INFLUX ESTIMATES 

Source: Derived from the bWS I1 W l ,  lbntana Alternative 
Simulat ion System 11, Fbntana De-t of Administrat ion,  Data 
Center ,  1982. 



TABU2 11 
RELATIVE IMPACT 
(204 Miners) 

Ncnber of County Size 1980 &dim Mine Percent of 
Counties Population Average Impact 1980 

Population Population 

Source: Derived from Table 10 
Counties Include: Broadwater, Granite, Wagher, Mineral, Sweet 
Grass, Beaverhead, Blaine, Carbon, Jefferson, Madison, Phillips,  
Fwwell, Stillwater, D e e r  lodge, Park, Gallatin, LRwis and Clark, 
Lincoln, Flathead, and Silver Bow. 



5.2 I E R L  EXPENDITURES 

Table 12 prwides estimates of c i ty ,  county, and school 
expenditures for  th reed i f fe ren t  county population classes. City 
data are for  the primary c i t y  within each of the twenty Pbntana 
counties which could be expected t o  have mineral reserves. 
School data represent state averages. 

All expenditure levels including both operations and capi ta l  
costs. City and county data are expressed on a per capita basis,  
whereas school data are expressed on a per student basis. 
Thirty-five percent of the population influx (see Table 10) are 
school-aged children. 

TABIX 12 
AVERAGE I Z Y G  EXPENDITITRES 

(1982 Est imate)  

County Population County City 
Per  Capita Per Capita 

less than 5000 $448 $214 
5000-15,000 $304 $332 
Greater than 15,000 $266 $508 
Average $339 $351 

School 
Per Student 

(State Average) 
$1851 
$1851 
$1851 
$1851 

Sowces: (1) County/City expenditure data, W a l  Governmnt 
Services Division, mntana Department of Administration, 
unpublished data, 1979-81 average. Current estimates w e r e  price 
adjusted (10% annual increase) t o  - 1982 levels. (2) School 
expenditure data (local only) , Office of the Superintendent of 
Public Instruction, 1981 state average, p r i c e  adjusted (10%) , t o  
1982 levels. 

Note: Data exclude Deer M g e  and Silver Bow counties which have 
a ccanbined city/county g o v e m t  and magher County which has no 
reported data. 

I f  816 people (medium impact, 500-15,000 county population 
class. . . see Table 10) moved in to  an area, and i f  50 percent of 
them lived in the primary c i ty ,  t o t a l  expenditures resulting f r m  
the model mine would be $912,288 a s  shown i n  Table 13 belaw: 



TABLE 1 3  
TWIRL EXPENDITURES COUJTY, SCHOOL AND CITY - 50% 

COUNTY SIZE LCKrJ IYEDIUM HIGH 

5000 
D i r e c t  
Indirect 
T o t a l  

5000-15,000 
D i r e c t  
Indirect 
Total 

15,000+ 
D i r e c t  
Indirect 
T o t a l  

Average 
D i r e c t  
I n d i r e c t  
T o t a l  

Example c a l c u l a t i o n s  shown below m y  h e l p  to  explain Table  13. 

county 
C i t y  
School  

Number of 
People  or 
S tuden t s  

Average = T o t a l  
Expenditure Ekpenditure 

$ 304 = $248,064 
332 = 135,456 

1,851 = 528,646 
Grand T o t a l  $912,166 

Note: Totals may n o t  add due  to  rounding 

I n  the small county (less than 5,000) , total popu la t i on  i n f l u x  
muld be 775 in the low-impact case and 1,183 in the h i g h  ' 

s c e n a r i o  (see Tab le  1 0 ) .  T o t a l  expend i tu r e s  would therefore 
range  between $932,325 and $1,423,149, c o n t i n g e n t  o n  local hiring 
(see Tab le  13 ) .  



Local revenues which w i l l  result  £ran mine development w i l l  m 
f r m  a variety of sources as  shown below: 

DIAGRAM 5 

RIimMJE SOURCES 
PIEOPERTY TAX/GROSS PROCEEDS 

As Shown In Diaaram 5: 

C 

TYPE 

PRIMARY 
TAX 

SECONDARY 
TAX 

o Mine related revenue (primary tax) w i l l  come fran the 
property tax on the mine and imprwemmts, plus gross 
proceeds exposed t o  the average mill levy for each county 
population class, i.e., less than 5,000, 5,000 to 15,000, 
and greater than 15,000 population.. M i l l  levies for c i t i es ,  
counties, and schools are based on 1981 averages for each 
population class. 

o Miners (and their  families) who m e  into the area w i l l  pay 
taxes on cars, trucks, and houses. Taxes on vehicles are 
based on current Mntana norms as  developed by the Office of ' 

Budget and Program Planning. Taxes on houses assum an 
average market value of $35,000. Actual collections for 
each county class are based on the 1981 m i l l  rates for each 
respective class. 

I 

POPULATION GROUP 

o The indirect population (resulting fram secondary employmnt 
impacts) associated with the mine w i l l  also pay taxes on 
cars and houses. In addition, sorrre increased c m r c i a l  
activity w i l l  result  in new taxes. Comercia1 taxes per 
capita were estimated by the Pbntana D e p a r t m n t  of Revenue. 

DIRECT 
(Miners ) 

o Property Tax 
on Mine 

o Gross Proceeds 

o Cars 
o Houses 

L 

o Total revenue is the sum of both the primary and secondary 
taxes paid . . . see Diagram 5. 

INDIm 
(Others) 

o Not Relevant 

o Cars 
o Houses 
o C m r c i a l  



o Mine property values (for the -el mine) are derived from 
the Bureau of Mines study and represent the average taxes 
paid ... i .e. ,  the average property taxes for economic ore 
(18% rate of return) and for subeconomic ore (a t  0% rate  of 
return) for the gold, copper, and platinum mines. Based on 
the Bureau of Mines report, average taxes paid (a t  220 
mills) is $1,788,347 per year. Local m i l l  levies for the 
three county classes are then applied t o  the estimated tax 
base of $8,128,850 t o  determine actual collections. M i l l  
rates are provided below: 

County Size 
Population County School City Total* 

Average 49 165 80 294 

*Does not include 6 mil l  levy or  special i m p r o v m t  d i s t r i c t s  

Source: Wntana Taxation - 1981, Wntana Tax Foundation 

Estimated Revenues 

Table 14 shows to t a l  revenue collected for counties, c i t i es ,  and 
schools for each county population class with 50% of the new 
population ass& t o  be living in the primary city. In the 
5000-15,000 county population class (mdium impact scenario) 
$1,644,668 of taxes are collected versus $912,288 in costs. 



TABLE 14 
TOTAL TAXES GENERATED (COUNTY, SCHOOL, AND CITY - 

50% OF NEW RESIDENTS LIVE IN PRIMARY CITY) 

COUNTY SIZE LXXQ MEDIUM HIGH 
IMPACT IMPACT IMPACT 

Dim 
PRIMARY $1,755,831 $1,755,831 $1,755,831 
S-ARY 64,489 75,339 86,035 
TOTAL 1,820,320 1,831,170 1,841,866 

INDIRECT 
PRIMARY 0 0 0 
SECONDARY 113,990 156,538 199,402 
TOTAL 113,990 156,538 199,402 

TOTAL 
PRIE.IARY 1,755,831 1,755,831 1,755,831 
SECONDAliY 178,478 231,877 285,439 
TOTAL 1,934,309 1,987,708 2,041,270 

DIRECT 
PRIMARY 1,455,064 1,455,064 1,455,064 
SECONDARY 38,492 48,219 57,807 
TOTAL 1,493,556 1,503,283 1,512,871 

INDIRECT 
PRIMARY 0 0 0 
S X m Y  94,960 141,385 ' 200,471 
'IWI'AL 94,960 141,385 200,471 

TOTAL 
PRIMARY 1,455,064 1,455,064 1,455,064 
S m N i Y  133,452 189,604 258,278 
TOTAL 1,588,516 1,644,668 1,713,342 

DIRECT 
PRIMARY 1,991,567 1,991,567 1,991,567 
SECONDARY 23,505 35,172 46,841 
TOTAL 2,015,072 2,026,739 2,038,408 

INDIRECT 
PRIMARY 0 0 0 
SECONDARY 75,604 120,371 165,136 
T07:AL 75,604 120,371 165,136 



TOTAL 
PRIMARY 
SECONDARY 
mAL 

AVERAGE 

INDIIiECT 
PRIMARY 0 
SECONDARY 93,157 
TOTAL 93,157 

TOTAL 
PRU\IARY 1,739,573 
SECONDARY 135,915 
TOTAL $1,875,488 

5.4 NET 

Based on the preceding asswnptions, a local area with 50% city 
dwellers in the 5,000-15,000 county population class (mdium 
impact scenario) will receive $1,644,668 in revenue versus 
$912,288 in additional costs resulting in a net surplus of 
$732,380. This is an example only. Further simulations are 
necessary before any maningful conclusions can be reached. 
Chapter 6 considers these possibilities. 



CHAPTER6 
NET REVENUE IMPACTS 

6.0 GENEXKL TENDENCIES 

Usually total  local revenues w i l l  exceed total  local 
expenditures. A variety of plausible i f  not likely 
circumstances, hmever, may lead to  a violation of that general 
tendency. This section explores these possibilities. The 
follwing assumptions or caveats are involved, many of which are 
relaxed la ter  t o  m r e  closely approximate reality. 

o M i l l  levies remain constant. 
o Taxable value and employrent levels are based on Bureau of 

Mines s ta t is t ics  for the average mine. 
o Expenditures remain constant for c i t ies ,  counties, and 

schools. 
o Population and employmnt impacts are based on the MASS I1 

impact mdel developed for the Ehvironmntal Protection 
Agency and State of Mntana - currently being used by the 
Coal Board and other state agencies. 

o Up-front or special p r e - d e v e l o ~ t  costs are not 
considered; only long-run costs, (including capital) and 
lonq-run revenues over the mine's economic l i f e  are 
considered. 

o Only impact mitigation - not taxes designed for additional 
revenue generation or as compensation t o  non-renewable 
resource loss is considered. 

o All impacts are experienced in the county where the mine is 
located. 

6.1 SENSITIVITY ANALYSIS 

Even s-le models of economic events, such as the present 
example, becom ccanplex when nmrous possibilities are 
considered.15 This section focuses on a range of possibilities 
when: 

o Jurisdictional conflicts arise. 
o m a 1  expenditures increase as a result of gr-. 

CASE A: Local per capita expenditures remain constant, i.e. 
a t  the present level 

CASE B: 50% increase in  local costs per capita as a result 
of grawth 

CASE C:  100% increase in  local per capita costs as a result 
of gr- 

15 The interest reader may wish to  review the printouts which 
are available upon request a t  the EQC offices. Since several 
hundred possibilities exist,  only those cambinations of events 
that appear t o  be relevant have been considered. 



CASE A: Expenditures Remain Constant 

o Net county revenues are positive for all population classes 
and impact scenarios. (Table 4.1 Case A in suppl~tal 
computer listings) 

o Net school revenues are always positive assuming no 
jurisdictional conflicts. (Table 4.2) 

o Net city revenues are always negative ranging between 
-$27,041 and -$244,740 per year, depending on settlement 
patterns, population class, and local labor force 
participation. (Tables 4.3 - 4.5) 

o Conbined county, city, and school rwenues are always 
positive. (Tables 4.7 - 4.9) 

CASE B: mditures Increase 50 Percent 

o Net county revenue in small counties is negative, but in 
large counties still positive. (Table 4.1, Case B) 

o Net school revenues are positive for all scenarios, again 
assuming no jurisdictional conflicts. (Table 4.2) 

o Net city revenues are negative ranging from -$47,772 to 
-$329,378 per year. (Tables 4.3 - 4.5) 

o Combined county, city, and school revenues are negative in 
approximately 19 percent of the cases. (Tables 4.7 - 4.9) 

CASE C: Expenditures Double 

o Net county revenues are negative in 6 out of 9 cases. The 
larger counties still have a positive balance. (Table 4.1, 
Case C) 

o Net school revenues are positive in 8 out of 9 cases and 
negative for the small county class, less than 5,000, high 
impact scenario. Again this assures no jurisdictional 
conflict. (Table 4.2) 

o Net city revenues are negative ranging frm -$68,503 to 
-$540,015 per year. (Tables 4.3 - 4.5) 

o Conbined county, city, and school rwenues are negative in 
12 out of 27 cases. (Tables 4.7 - 4.9) 

6.2 MOST LIKELY CASE 

The sensitivity testing in the previous section produces several 
hundred possible scenarios, all of which are plausible but, most 
of which are unlikely. For example, both the low and high 
impacts (high and low labor force participation rates) are not as 
likely as the medium scenario. It is more appropriate to look at 
average (nedium) assqtions for the other variables, as opposed 
to the extrems. In that regard, the following analysis 
represents a best guess as to the fiscal impacts of the &el 
mine. 



1) Impacts are ccanputed for the average county 

2) Impacts are based on 50% local hiring 

3) 50% of new people l ive i n  primary c i ty  

4) Average per capita expenditures increase no more 
than 50 percent Case B; Case A - no increase i n  per 
capita expenditures - is  likely 

Tables 15 and 16 provide impact estimates under the mst likely 
set of assumptions (above) . A s  shown i n  Table 15, c i ty  impacts 
are always negative since the population in£ lux and resulting 
expenditures are not offset  by increased revenue. In Case B, the 
c i ty  impacts would be -$177,737 per year, which represents both 
capital and operating costs. In ei ther Case A or  B, the county 
revenue balance w i l l  be positive. School revenues are shown to 
be positive; however, it is important t o  realize that  this 
a s s m s  no jurisdictional conflicts. In reali ty,  som d is t r ic t s  
w i l l  gain substantially and others w i l l  lose depending on 
d i s t r i c t  boundaries. It can be expected, however, that the high 
school balance w i l l  generally be positive, but that  the 
elementary balance w i l l  often be negative. 

Table 16 i l lus t ra tes  the point t h a t  the mine workers and the mine 
i t s e l f  w i l l  more than mt direct  expenses. The indirect workers 
and families associated with a project (retail trade, services, 
governmnt, etc. ) do not generate sufficient revenue through 
a u t m b i l e ,  haw, and comwrcial property tax t o  mt costs. 
This is nearly always the case with secondary developmnt , i . e . , 
c o m r c i a l  act ivi ty does not pay fo r - i t s e l f .  

County 

School 

City 

Region 

CASE A 
(No Change i n  m a 1  

Ekpenditures ) 

CASE B 
(50% Increase i n  -1 

Expenditures) 



TABLE 16 
TOTAL EXPENDITURES AND RlmEmEs 

CASE A 
(No Inc rease  In Expenditures) 

Revenue - Expenditures = N e t  

Di rec t*  $ 1,793,136 - $ 403,388 = + $1,389,748 
(Mine and Miners) 
I n d i r e c t  142,271 - 521,963 = - 379,692 
(Secondary Workers ) 

Total $ 1,935,407 - $ 925,350 = 

*Note: 97% of direct revenue is  genera ted  by gross proceeds and 
mine prope r ty  taxes. 

CASE B 
(50% Increase In Expenditures)  

&venue - Ekpenditures  = N e t  

Direct $ 1,793,136 - $ 605,342 = $1,187,794 
(Mine and Miners) 
Indirect 142,271 - 783,281 = - 641,010 
(Secondary Workers ) 

T o t a l  $ 1,935,457 - $1,388,622 = $ 546,785 



6.3 W I T X  COSTS 

It should be noted that  the expenditure data (county, c i ty ,  and 
school) includes capi ta l  costs. Unpublished data from the  
mntana Departmmt of Administration and fram the  Office of the 
Superintendent of Public Instruction indicate that capi ta l  
f a c i l i t i e s  a s  a percent of t o t a l  costs  are i n  12-14 percent 
range. Given the average per capita expenditure level  (average 
c i ty ,  county, and school) of $1,338 per year and assuming t h a t  
capi ta l  f a c i l i t i e s  are bonded (20 years @ 10%) the capi ta l  cost  
(per capita) would be approximately $1,500 under Case A, $2,250 
under Case B , and $3,000 under Case C , i . e . , when costs double. 
These estimates should be regarded a s  crude; hawever, they are 
within the range of capi ta l  costs  a s  reported recently in a 
special report on boom towns published in Western Wildlands. 16 
Unfortunately, no other information on capi ta l  costs versus 
population influx is  available. 

6.4 JURISDICTIONAL CONFLICTS 

Diagram 6 on the  following page highlights the jurisdictional 
mismatch problem inherent i n  the Hard-Rock Mining Impact A c t  
(discussed in the following section).  Even though the  en t i r e  
region w i l l  experience net  benefits,  cities and e l m t a r y  
schools w i l l  experience net  costs. In  those cases where impacts 
cross county l ines ,  this problem becaws even mre acute. 

Unless revenues are  equitably distributed amng affected 
jurisdictions, the follaJing ef fec ts  may result:  

o Sorrre counties w i l l  reduce the i r  mi l l  ra tes  and 
simultaneously increase per capita expenditures. 

o Schools fortunate enough t o  be i n  the  same d i s t r i c t  a s  the 
mine w i l l  probably reduce m i l l  r a t e s  and increase per capita 
expenditures. 

o C i t i e s  and school d i s t r i c t s  that do not receive d i rec t  
revenue from the mine w i l l  either increase m i l l  ra tes ,  cu t  
budgets, o r  do both. 

I f ,  however, revenues are  distributed equitabi l i ty ,  then actual 
tax paymnts paid by a mining operation may increase since: 

o Those c i t i e s  and school d i s t r i c t s  previously not receiving 
revenue but experiencing impacts w i l l  naw receive ( a t  mine 
operation expense) funds. 

o Counties and school d i s t r i c t s  previously experiencing 
surplus revenue potential  w i l l  probably now increase their 
mi l l  levies. 

16 Dorothy Reid, "Bommtown, Wp-hgl', Western Wildlands, 
University of Fbntana, Sumner 1982, p. 14. 
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6.5 PERSPECTIVE ON THE GROSS PIEOCEEDS TAX 

As discussed earlier, current taxes on mining in Wntana are 
smwhat higher than i n  surrounding states. This is particularly 
true for copper mining, even though copper taxes (gross proceeds) 
were significantly reduced by the 1977 Legislature. During 
periods of low mineral prices, the gross proceeds tax represents 
a regressive tax on the industry. A t  the same time, however, it 
represents only a very small  cmpnent of mining taxation in 
Mxkana. Even a t  the local level, the effect of the gross 
proceeds tax is relatively minor. The recent DSL 
Anaconda/Stillwater Impact Staterrent mkes this  clew. Of the 
$6,853,000 projected increase in  the Stillwater County tax base, 
only $853,000, or approximately 12 percent of the total ,  results 
£ran gross proceeds. The remainder comes from the taxable value 
associated with the mine and m i l l .  17 

Given th is  $853,000 tax base contribution, actual taxes paid 
applying different mill rates result in a seemingly small local 
revenue impacts as sham in Table 17 belm. 

TABLIZ 17 
GROSS PROCEEDS AND TAXES PAID 

ANACONDA/ STILLWATER 
GROSS TAX RATE 

I m a l  Mills current current 

Actual Taxes Paid 

Current 

6% 

Source: Derived from above assumptions. 

In the most real is t ic  case (200 mills), cutting the current rate 
in half or conversely doubling the rate would result in annual 
revenue changes of between $85,300 and $170,600. These changes 
appear mil for either a mine or local g o v e m n t .  Of course, 
i f  mineral prices were to  double, the actual tax collections 
would clearly have more significance t o  both the industry and 
local g w e m t s .  Conversely, i f  prices were cut in half, local 
revenue would be proportionately reduced. 

17 Anaconda/Stillwater, Draft Environmntal Impact Staterent, 
De-t of State Lands, 1982, Chapter IV, p. 48. 



The caparisons found in Table 17 highlight the fact  that  local 
revenue is mre dependent on traditional property taxation than 
on gross proceeds collections. Gross proceeds rates could be 
reduced, or a net proceeds concept adopted w i t h  limited adverse 
local revenue impact. By the sane token, any reduction f r m  the 
current three percent ra te  m y  have a positive effect  on mineral 
developrrsent, an effect  m r e  of image (i.e., business climate) 
than substance. 



CHAPTER7 
HARD-FWK MINING IMPACT ACT (HB 718) 

A substantial portion of the Hard-Rock Mining 
Subcamittee's (HRMS) HJR 66 study efforts  w e r e  devoted t o  a 
close examination of the Hard-Rock Mining Act, 90-6-301, e t  seq. . This Act was designed by the 1981 Legislature to  mitigate 
the social and economic impacts that  local government units may 
experience a s  a result  of large-scale hard-rock mining 
developnents. Specifically it seeks t o  satisfy the financial 
needs of affected govemmnts that experience increased capital 
and operating costs due t o  mining. Under the Act: 

1. A Hard-Fbck Mining Impact Board is  created; 2-15-1822. 

2. Large-scale mineral developers are required t o  prepare 
an Ekonamic Impact Plan before carmncing mining 
operations. The Impact Plan mst identify the impacts 
that  w i l l  result  from the proposed mining act iv i t ies  and 
must outline an appropriate set of mitigation rraeasures 
that the developer w i l l  be responsible for implementing; 
90-6-307. 

3. The Hard-Wk Mining Impact Board mst approve of the 
Impact Plan before mining m y  cmwnce; 82-4-335 (1) . 

4. I f  there are objections t o  an Impact Plan, the Hard-Rmk 
Mining Impact Board w i l l  be required t o  conduct a 
hearing and make a determination as  t o  the validity of 
the objections. Folluwing the hearing, the Board must 
ei ther apprwe of he plan a s  submitted or  make 
appropriate amndmmts and then grant approval. Mining 
may c m c e  only a f te r  approval has been given; 
90-6-307 (4) and 82-4-335 (2) . 

Having analyzed the statute in great detai l ,  it is the opinion of 
the s u b c d t t e e  tha t  t h i s  legislation constitutes an appropriate 
and effective vehicle for administering, overseeing, and 
enforcing the mitigation of impacts a t  the local g o v e m t  
level. The Act ensures that there w i l l  be a f a i r  and accurate 
assessment of impacts and it provides that  the planning for and 
mitigation of those impacts w i l l  be conducted i n  a timely manner. 
Since its passage hwever, there have been no mining permit 
applications submitted by new large-scale mineral developers and 
as  a resul t  the Act has not yet been implemented and tested. For 
this reason the Subcamnittee feels  it would be premature and 
inappropriate t o  propose m j o r  legislative changes a t  this time. 



In anticipation of the Act's application hmever, the 
Subcornnittee has identified a number of issues and concerns 
relative t o  the statute. These can be separated into tsm 
categories; those that  require irrmediate legislative correction 
and those that  do not. Belaw is a synopsis of a l l  of the issues 
identified and an explanation of the Subccannitteels action on 
each issue. 

7.1 Issues/Concerns That Require No Corrective Action 

A. ~nadvertent/Indirect Impacts 

ISSUE 
HB 718 requires new large-scale mineral developers t o  provide 
financial o r  other assistance t o  local q o v e m t  units in order 
t o  a c c m t e  the increased demand for services which w i l l  occur 
as  a result  of the mineral development. Must the developer 
mitigate a l l  impacts, direct and indirect, that  can be shown to  
result  £ram the develo-t, regardless of how attenuated the 
causal connection may be? 

HRMS RESPONSE 
A mineral developer is required t o  mitigate som indirect impacts 
resulting from mineral dwelopwnt. Certain indirect impacts 
that may result  £ran the "family ml t ip l i e r "  effect,  for 
instance, can fa i r ly  and appropriately be made the responsibility 
of the developer t o  mitigate. Mitigation of other more remte 
effects,  eg. the "grapevine impact", cannot fa i r ly  be made the 
responsibility of the developer. 

A determination of the extent of the indirect impacts that  are t o  
be mitigated can only be made on a case by case basis. I f  a 
dispute should ar ise  between the parties concerning the scope of 
impacts to be mitigated, it shall  be resolved by the Hard-Rock 
Mining Impact Board according t o  i ts objection procedures. 

B. Judicial Review of Impact Board Decision 

ISSUE 
I f  a local government unit and the developer cannot resolve thei r  
differences relative t o  a submitted impact plan, then the 
Hard-Rock Mining Impact Board must hold a hearing on the validity 
of the objections raised. ~ollowing the hearing the Board mst 
make findings and i f  appropriate, amnd the plan accordingly. 
Either party, i f  aggrieved by the decision of the Board, is  
enti t led t o  judicial review. The decision of the Board, however, 
is not automatically stayed pending a judicial review. Should 
there be an a u t a ~ t i c  stay provision in such cases? An a u t m t i c  
stay would protect an aggrieved local governmat unit from 
possibly incurring impacts that  a court may ultimately find were 
inadequately treated in  an impact plan. 



HRMS RESPONSE 
An autmatic stay provision is not desirable for the reason that 
it could result in unreasonable delays arising out of 
unmritorious appeals. Furthemre, the Administrative Procedure 
Act already prwides for a stay in those cases where an aggrieved 
party can show that it has a meritorious claim and such action is 
necessary to prevent irreparable harm. This remedy provides 
sufficient protection for the rights and interests of all 
parties. 

C. Definition of Large-Scale Mineral Development 

ISSUE 
HI3 718, (Section 3 (4) ) , defines a large-scale mineral development 
as: "the construction or operation of a hard-rock mine and the 
associated facility that will: 

(a) Elploy at any given the at least 100 people; or (b) 
Cause, or be expected to cause, an increase in estimated 
population of at least 15% in a local gwemrrmt unit when 
masured against the average population of the local g a v e m t  
unit in the three year period imnediately preceding the 
carrsrrencerrrent of the construction of the mining facility." (A 
mining operation that would otherwise constitute a large-scale 
mineral devel-t under this definition is not subject to HB 
718 if it results in not mre than 50 acres of surface 
disturbance and rerrrmes less than 36,500 tons of material from 
the earth. 82-4-303 (lo), MCA, 1981) 

Some hard-rock mining activities that do not qualify as 
"large-scale" under the Act may nonetheless result in significant 
impacts. Perhaps the definition should be mdified to remwe any 
void in cwerage that may exist. 

HRMS RESPONSE 
While it is difficult to define a term such as this in a manner 
that is not under or aver inclusive, the existing definition 
appears to represent a fair balance of those concerns. Perhaps 
in the future a need for a redefinition will arise. At that the 
an amendment will be appropriate. 

D. Impact Plan Submittal 

ISSUE 
Section 8 (1) requires large-scale mineral developers to submit 
an impact plan to all affected counties and the Hard-Rock Mining 



Impact Board. The counties then must mike available a copy of 
the plan to all other affected g o v e m t  units. Because the 
90-day impact plan review period for all goverment units 
ccararrences on the date the county receives its plan, it is 
possible that som units will have less than 90 days for review. 
Is this consistent with the intent of the legislature, which 
apparently was to give each gwemmat unit 90 days to review and 
object to a plan? 

HRMS RESPONSE 
While the legislature sought to prwide all affected gwenment 
units with a reasonable time frame for reviewing and objecting to 
impact plans, it also chose to give a "lead agency1' role to the 
counties in this regard. This was done in an effort to prevent 
confusing the costiy situations fram occurring. Such would be 
the case if separate delivery to each governxlent unit were 
required since this could result in nmrous, non-current time 
frams. If necessary, the Hard-Rock Mining Impact Board m y  
adopt an appropriate procedural rule to ensure that all 
government units receive a copy of the plan at the same time. 

E. Tax Prepamt 

ISSUE 
There appears to be some uncertainty regarding the proper use of 
tax prepaymmts as an impact mitigation masure. If the 
applicable statutory language is in fact unclear, then an 
mdment that renmres any ambiguity might be adopted. 

HRMS RESPONSE 
The tax prepa-t provision which is clearly set forth in SS8 
(2) and 10 (1) constitutes an effective mans of dealing with 
impacts and requires no modifications at this t h .  

F. Scheduling of Hearing on Inpact plan' &jections 

ISSUE 
There is no time requiremnt established in HE3 718 for scheduling 
a hearing on objections. Although the Hard-Iirxk Mining Impact 
Board must cqly with a standard of reasonableness in the 
absence of an express directive, this may not eliminate the need 
for specifying a time fram in this instance. 

HRMS RESPONSE 
The standard of reasonableness affords adequate protection for 
the interests of all parties and prwides the Board with the 
flexibility necessaq to deal with practical, logistical 
considerations that may affect the scheduling of a hearing. For 
these reasons, no legislative action is warranted at this time. 



G. Issuance of Board's Findings on Objections 

ISSUE 
It is unclear whether o r  not the Board must make its findings and 
amend an impact plan w i t h i n  60 days a f te r  a hearing. 

HRMS RESPONSE 
It is appropriate for  the Board t o  deal with this matter 
according t o  its general statutory authority. For this reason, 
no legislat ive action is warranted a t  this tim. 

H. Definition of Written Guaranty (§8 (6) ) 

ISSUE 
Term too vague. Conflicting interpretations could resul t  i n  
costly delays. 

HRMS RESPONSE 
The Hard-Rock Mining Impact Board can most appropriately define 
this term t o  eliminate any ambiguity. For this reason, no 
legislat ive action is warranted a t  this t i r e .  

I. Definition of Evidence (58 (9) ) 

ISSUE 
Tern too vague. Conflicting interpretations could resul t  in 
costly delays. 

HRMS RESPONSE 
The Hard-Rock Mining Impact Board can most appropriately define 
this term t o  eliminate any ambiguity. For this reason, no 
legislat ive action is warranted a t  this tim. 

J. Definition of w g  Date of Developmnt (§8 (1) ) 

ISSUE 
Is the opening date of development the date mining c m c e s  o r  
the date construction begins? 

HRMS RESPONSE 
Con£ l ic t ing interpretations of this term would not l ikely resul t  
in adverse consequences t o  any party. Notwithstanding this, 
hcwever, the Hard-Rock Mining Impact Board is enpowered t o  deal 
with this in an appropriate manner. For this reason, no 
legislat ive action is warranted a t  this time. 



7.2 Issues/Concems That Require Corrective Action 

A. Impact Plan Amndrrents 

ISSUE 
Presently in HB 718 there is no provision for m d i n g  an impact 
plan after approval has been granted. All parties could benefit 
from a prwision that enables an impact plan to be appropriately 
d f i e d  when it is established that the plan is inadequate or 
inaccurate in some material respect. 

HRMS RESPONSE AND PROPOSED 
A prwision for -ding an impact plan in certain cases is 
needed. The following amendrwnt is therefore proposed: - New 
Section. Section 9. Imwct Plan Amndmnts. 

(1) If it becms apparent that an apprwed impact plan is 
materially inaccurate because of errors in assessment or 
substantial changes in circumstances then either the mineral 
developer or the gweming body of an affected county may 
petition the Board for an amndmnt to the plan. me Board shall 
within 10 days publish notice of the petition at least once in a 
newspaper of general circulation in the affected county. The 
petition shall include: 

(a) An explanation of the need for an amnmt, 
(b) A statemat of the facts and circumstances underlying 

the need for an amndmnt, 
(c) A description of the corrective masures proposed by 

the petitioner. 

(2) An affected local g w e m t  unit or the mineral developer 
shall, within 60 days after notice that the petition has been 
received, notify the Board in writing if such person objects to 
the amndmnt (s) proposed by petitioner, specifying the reasons 
why the impact plan should not be amnded as proposed. If no 
objection is received within the 60-day period, the impact plan 
shall be amended by the Board as proposed by the petitioner. 

(3) If objections are received, the Board shall within 10 days 
notify the petitioner and forward a copy of all objections 
received by the Board. If the objecting party(s) and the 
petitioner cannot resolve the objections within 30 days after 
the expiration of the 60-day period, the Board shall conduct a 
hearing on the validity of the objections within 30 days 
thereafter. The hearing shall be held in the affected county or, 
if abjections are received fran local g o v e m t  units in mre 
than one county, shall be held in the county which, in the 
Board's judgnwt, is mre greatly affected. The prwisions of 
the mntana Administrative Procedure Act shall apply to the 
conduct of the hearing. 



(4) Follawing the hearing, the Board shall  make findings as  to  
those portions of the ~ ~ t ( s )  which were objected t o  and, i f  
appropriate, amnd theimpact plan accordingly. The findings and 
impact plan, as  m d e d ,  shall be served by the Board upon a l l  
parties. Any local g w e m t  unit o r  the developer, i f  
aggrieved by the decision of the Board, is enti t led t o  judicial 
review, as  prwided by T i t l e  3, Chapter 4 ,  P a r t  7, i n  the 
District Court i n  and for the Judicial District i n  which the 
hearing was held. 

The language in the above proposed m h n t  refers t o  "the 
governing body of an af fected county" , see paragraph (1) . In S 
10, paragraph ( I ) ,  l ine  13 of HB 718, the "Board of County 
Camnissioners" is referred to. Because a l l  counties do not have 
a Board of County CoMn.issioners for  a goveming body, it is 
suggested that  the language in paragraph (1) of the proposed 
m d m n t  be substituted for the language in 10 of HB 718 a s  
follows : 

In paragraph ( I ) ,  line 13, strike: "Board of County 
~ s s i o n e r s "  and add in its place: "governing body". 

B. Timing of Inpacts vs. Timing of Mitigation 

ISSUE 
HB 718 requires the Departmat of State Lands t o  condition the 
issuance of large-scale-hard-rock mining permits such t ha t  mining 
may not cammce un t i l  an impact plan has been submitted t o  and 
approved by the Hard-Flock Mining Impact Board. Lmnediately upon 
approval of an Impact Plan and follaJing submission of a written 
guaranty that  the plan w i l l  be complied with, the condition w i l l  
be r m e d .  This is done t o  ensure that  impacts w i l l  be properly 
mitigated i n  a t h l y  m e r .  For two reasons however, thisp goal 
may not be realized: 

Firs t ,  w h i l e  the condition imposed on mining permits may 
prohibit "mining" per se, it does not res t r ic t  the 
cccrrnencement of pre-mining activi t ies.  These act iv i t ies  may 
in fact  result  in -able o r  even greater impacts than 
those which ar ise  from actual mining operations. 

Second, a s  soon a s  the condition is remved, rapid 
develo-t may occur which could result i n  substantial 
impacts. These impacts could occur before the local 
g w e m t  units have had an opportunity t o  implemnt 
mitigation masures, 

HRMS RESPONSE AND PROPOSED AMENDMENT 
The legislature i n  passing HB 718 sought t o  design a set of 
measures which would ensure proper and t k l y  mitigation of 
hard-rock mining impacts. By imposing the above-referred t o  



condition on the issuance of hard-rock mining permits, it was 
expected that impacts would be prevented until  acceptable 
mitigation plans were available. To further ensure however that 
pre-mining act ivi t ies '  do not camence prior to inpact plan 
apprwal, the follming m d m n t  is proposed: 

In Section 13, paragraph (2) , line 23, strike "mining", and in 
its place add: "activities under the permit." 

The second situation described abwe is satisfactorily dealtwith 
by the impact plan requiremnts and the objection procedures of 
HI3 718. Because it would be reasonable for a g w e m t  un i t  t o  
object t o  a plan that did not adequately and t k l y  mitigate a l l  
impacts, the Hard-Rock Mining Impact Board w i l l  be required t o  
sustain such an objection when it is raised. M r m e r ,  as a 
practical matter, it is unlikely that a developer w i l l  desire t o  
c m n c e  operations until appropriate mitigation of the 
associated impacts can be provided for. 

C. Pre-Develo~t/Planning Costs t o  I m a l  G o v e m t  Units 

ISSUE 
There is presently no requiremint in HB 718 that developers 
provide upfront financial assistance t o  local g o v e m t  units to  
assist  them with preparation for an review of what may be a 
detailed and complex Impact Plan. Are mineral developers 
nonetheless responsible for these costs? 

HRMS RESPONSE AND PROPOSED AMEDDMENTS 
While there is not presently a specific requirmt that 
developers prwide upfront financial assistance t o  local 
gwermwnt units, the need for assistance in and of i tself  
constitutes an impact that must be mitigated under HB 718. In 
order t o  prwide a vehicle for mineral developers t o  receive 
credit for pre-developmnt financial assistance, the following 
~~t is proposed: 

In Section 8, add a new paragraph (3)  as follows: "Upon request 
of the governing body of an affected county, the mineral 
developer shall provide financial or other assistance as 
necessary t o  prepare for and evaluate the impact plan. To 
receive this assistance, the affected county shall contract with 
the developer and provide that any disbursements w i l l  be credited 
against future tax l iabil i t ies.  " 



Do Pennit Procedure and Impact Plan Review 

ISSUE 
Section 8 (1) states: "when an application for a permit is made 
under 82-4-335 and the pennit is for a large-scale mineral 
development, the person seeking the permit shall suhit . . . an 
linpact Plan.. . ." 
This language suggests that  an Impact Plan is t o  be submitted 
concurrent with the f i l ing of a mining permit application. It 
appears however that  the legislature intended that  an Impact Plan 
be submitted sa r~ t ime  a f te r  a permit application is  filed. 

Also, there my be a potential for  duplication of agency effor ts  
due t o  an overlap of the HB 718 Impact Plan r e q u i r m t  with the 
MEPA/EIS requirmt . 
HRMS RESPONSE AND PROPOSED AMENDMENTS 
It is true that  the use of the term "when" in Section 8 (1) 
inaccurately suggests that impact plans and mining permit 
applications are t o  be submitted concurrently. To remdy this 
and, further, t o  minimize the potential for duplication of agency 
effor ts  relative t o  the impact plan and EIS requiremnts, the 
following amendmnts are proposed: 

In Section 8, paragraph 1, line 14 ,  strike: "when" and add in 
its place: "after". 

In Section 8, paragraph 1, l ine 21, a f te r  "Board" (and af ter  
m d a t o x y  language proposed under Issue C above) add: "If  an 
Environmental Impact Statement on the permit application is 
prepared under 75-1-201, the lead agency shall cooperate t o  the 
ful les t  extent practicable with the affected local govemmnt 
units t o  eliminate duplication of effor t  in data c~ l l ec t ion .~ '  

E. Adequacy of 90-Day Review 

ISSUE 
Section 8 (3) establishes a fixed 90-day period for reviewing and 
objecting t o  an impact plan. Is this sufficient time for a f a i r  
and reasonable review? 

HRMS ISESPOPJSE AND PROPOSED AMENDMENT 
There may be instances where 90 days is insufficient t o  enable a 
f a i r  and reasonable review t o  take place. For t h i s  reason, the 
following m d m e n t  which creates a prwision for extending the 
review period, is  proposed: 

In Section 8, paragraph 3 ,  l ine  1, a f te r  "to." add: "An affected 
local government unit may, during the 90-day period, petition for 
one 30-day extension by submitting a request in writing t o  the 
Board that  s ta tes  the need and justification for such action and 
the Board shall  grant the 30-day extension unless there is no 
reasonable basis for the request." 


