Severance tax distributions. 16LS0O-0093, 1.1

FISCAL NOTE

FY 2017 FY 2018 FY 2019
NON-ADMINISTRATIVE IMPACT
Anticipated Revenue
increase/ (decrease)
PERM. MINERAL TRUST FUND ($101,200,000) ($102,200,000) ($102,900,000)
GENERAL FUND $33,700,000 $34,100,000 $34,300,000
BUDGET RESERVE ACCOUNT $67,500,000 $68,100,000 $68,600,000

Source of revenue increase (decrease):

This bill eliminates the additional 1 percent severance tax distribution from the
Severance Tax Distribution Account (STDA) to the Permanent Wyoming Mineral Trust
Fund (PWMTF) from July 1, 2016 (FY 2017) through June 30, 2022 (FY 2022).

Assumptions:
The above estimate is based on October 2015 CREG projections.

This bill discontinues the current statutory distribution of severance taxes from
the STDA to the PWMTF equal to two-thirds (2/3) of the 1.5 percent severance tax
collected on o0il, natural gas and coal which is constitutionally directed to the
PWMTF (two-thirds times 1.5 percent = 1 percent). This distribution would be
discontinued beginning in FY 2017 and ending in FY 2022.

This bill would impact severance tax distributions above the $155 million cap.
Discontinuing this statutory distribution to the PWMTF would result in a
corresponding increase in severance tax distributions to the General Fund and the
Budget Reserve Account.

Discontinuing the 1 percent statutory distribution to the PWMTF will reduce the
severance tax contributions to the PWMTF by 40 percent beginning in FY 2017 and
ending in FY 2022, thereby reducing the growth rate of the PWMTF corpus. Future
investment returns from the PWMTF will be correspondingly reduced. These
secondary fiscal impacts are not included in the table above.

Yields for the permanent funds are projected by the Treasurer's Office to be
approximately 2.0% in FY17 through FY19. Yield is defined as the interest and
dividend income from the investment. Total returns for the permanent funds are
expected to be just under 5.75% over the long term (10 plus years), while total
returns for the non-permanent funds are expected to be approximately 4.0%. Total
return is defined as growth in the value of the investment, including both yield
and realized & unrealized gains.
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