
MINUTES OF THE MEETING 
TAXATION COMMITTEE 

MONTANA STATE SENATE 
Third Special Session 

June 27, 1986 

The tenth meeting of the Senate Taxation Committee was called 
to order by Chairman Thomas E. Towe in Room 325 of the State 
Capitol at 8:15 am. 

ROLL CALL: Senator Hager joined the committee late, all other 
members were present at roll call. 

CONSIDERATION OF SB 23: Senator Tom Keating, Senate District 
44, was recognized as the chief sponsor of the bill. He said that 
SB 23 had been drafted incorrectly and that SB 24 was introduced 
in its stead. He asked that SB 23 be tabled. 

MOTION: Senator Mazurek moved that SB 23 be tabled. The motion 
carried unanimously. 

CONSIDERATION OF SB 24: Senator Tom Keating, Senate District 44, 
was recognized as chief sponsor of the bill. He began by discus
sing the constitutional establishment of a permanent trust fund 
for the coal tax revenue. He said the contributions to that fund 
now amount to about $200 million. He said the coal severance tax 
must be reduced before the markets are lost. He said that the 
bill would suggest a reduction from 30 to 15 percent, cutting the 
tax in half. He said that no further dollars would flow into the 
permanent trust and that the remaining 15 percent would go to those 
areas already set by law. He said that now was the time to stop 
the flow of money to the permanent trust. 

PROPONENTS 

Representative Tom Asay, House District 27, said that he had invited 
some people from the affected area to speak. 

Mr. Larry Salmenson, Sarpy Creek Mine, Westmoreland Resources, said 
they employed 116 people a year ago and that there are 20 left 
now. He said he appeared on behalf of people who had lost jobs. 
The payroll, he said, has gone from about $80,000 to $15,000 per 
week. He said the mine should be shipping 40 million tons of coal 
now. He said without the bill Morrison Knudson would be gone from 
Montana. 

Mr. Duane Ankney, Local 400, Western Energy, said that jobs are 
leaving the state. He said that he had worked at every mine in 
southeastern montana and that all had safe and healthy working 
atmospheres. He said that without work he would be forced to go 
to Wyoming. 

Mr. Thomas Rockroach, a Northern Cheyenne and employee of Western 
Energy, said that without a job all dreams come to an end. He 
said he had just finished his fourth year working for Western 
Energy. He said that hopefully the committee would give the bill 
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a fair shake so that they could continue the dreams for their 
famalies. He said they had put money into savings,.been able 
to purchase land and that no jobs ·meant a variety of devastating 
things. He said there would be no opportunity to seek the Ameri
can way of life. He said that at least he could hunt freely on 
the reservation, but that many of his fellow employees couldn't. 
He said that a combined effort should be made to do something 
about the coal market. 

Mr. Craig Nile, United Mine Workers of America, Local 1575, 
Forsyth, said that he was a machinist for Peabody Coal. He said 
that he had worked six days a week just a year ago and now was 
down to four to two days a week. He said that Peabody cannot 
employ them for much longer. He said that the lay offs and cut 
backs hurt the mainstreet businesses. He said that a severance 
tax reduction will help. He said that the Wyoming mines are 
gearing up as the Montana mines are shutting down. 

Mr. Leonard Colt said he felt like an endangered species. He 
said that coal companies already pay a lot of taxes. He asked 
who will pay those taxes when the companies go under. He said 
the loss of revenue was a real concern to local governments. 

Mr. Dan K. Stanley, a union steward in the Rosebud mine, said that 
workers from allover the state corne to Colstrip to find jobs. 
He said they are losing their homes. He said that they appeared 
before the committee asking to work and to be competitive and to 
try to keep their jobs. 

Ms. Terri L. Austill, Colstrip, an operator laborer, said that 
she represented those who were sole supporting parents. She 
needed her job to support her three children and would say yes 
to the 15 percent coal severance tax reduction if she could get 
her job back. 

Mr. Joe Novasio, said that he had been at the mine for 12 years. 
He said that they have experienced 140 lay offs. He said that 
the town would be nothing without mining. He said our people 
aren't working and that they are the most productive miners in 
the nation. He said they could move 140 feet of dirt with less 
impact because they move coal with hearts. He said that he had 
never seen a day go by that a coal train wasn't loaded until 
recently. 

Mr. Jack Ball, Business Manager, Local 400, at Sarpy Creek and 
Western Energy, said that his members are in a bad way. He said 
that they are native Montanans and want to raise their children 
and have jobs here. 

Representative Torn Asay noted for the committee that the plug 
had been pulled on a local television network because of the 
lack of dollars. He said that while the bill just carne in, many 
had made a great effort to get here and that they represent many 
more who could not corne. 
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Mr. Jim Rugemer, County Commissioner from Big Horn County, said 
that coal is not being mined because of the severance tax. He 
said that coal companies are going under. He said that hysteria 
prevailed when the severance tax was embedded in the constitution. 
He said that this tax operates as colonization and imperialism. 
He said that it affects the market price of coal. He said that 
he didn't know if the bill could work, that it could be too late 
for it to work. He said the people of Montana should be allowed 
a chance to vote as they could not do worse. 

Representative Asay said that people are losing their homes in 
Forsyth. He said four were returned to the bank just in the 
current week. He said two of those were directly related to 
Colstrip lay offs. 

Mr. Jim Mockler, Executive Director of the Montana Coal Council, 
submitted his testimony in writing (Exhibit 1). He also provided 
the committee with Exhibits 2, 3 and 4. He supported SB 24. 

Mr. Jim Murphy, Western Energy Company Vice President of Marketing 
and Coal Sales, said that they support the bill and urge its 
adoption. He said that the bill prevents future strangulation 
of the industry whose growth had been initially phenomenal. He 
said that the growth was now 2.6 percent a year as opposed to 
62 percent annually in the early years of the industry. He said 
that it was not coincidental that the coal severance tax had 
been passed in 1975. He said the severance tax killed the coal 
industry. He said the severance tax was at 30 percent, the gross 
proceeds tax at 4.5 percent (in Rosebud County), the resource 
indemnity trust tax at .5 percent, making approximately a 35 per
cent state tax. He said that there were two federal taxes in 
addition to that; 3.5 percent a ton, plus 4.4 percent in black 
lung tax. He said that made the total tax burden in Montana 
about 43 percent. He said that adding the federal royalty rate 
to that would bring the total government imposed tax burden to 
about 55 percent. He said that the fruit of the labor cannot 
be taxed at that rate with the expectation that it will sell in 
the market place. He said there has been a 36 percent workforce 
layoff and a 23.8 percent drop in coal production. 

Mr. Murphy continued saying that Western Energy had done an un
paralleled marketing program to develop new markets for Montana 
coal. He said they had six people contacting over 100 coal users 
to try to sell Montana coal. Secondly he said that an employment 
maintenance price discount to existing customers had stimulated 
some additional consumption. He said that Wyoming is displacing 
Montana coal. He said that Minnesota once was a good market 
because of a freight rate advantage, but that had disappeared. 
He said industry publications explain and prove conclusively 
that Montana's price advantage has disappeared entirely. He 
urged the committee to endorse SB 24. He said that a lower tax 
rate would preserve jobs and markets for Montana coal. He sub
mitted Exhibit 5 to the committee. 
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Former Senator Carroll Graham said that the Legislature had waited 
too long to do something about this problem. He said that he 
had brought this question up in a five-state conference years 
ago. He said that Wyoming has about half the tax Montana has. 
He said that Wyoming state senator Hickey said that is just as 
Wyoming wanted it. She told him, "You have the tax and we'll 
get the business." Use of coal has fallen back and it looks like 
the decline in usage will be permanent. He noted that the short
age of gas and oil had passed. He said that manufacturing use of 
coal was not so great either. He said that a point has been 
reached where Montana has to do something. He said that his 
former Senate district had been going great guns but that now 
it was losing mines. He said that at one time Wyoming production 
was less than Montana's, but that now Wyoming production was in 
excess. He said that Montana production would be completely 
killed because it was not so highly competitive. He said that 
he hoped SB 24 was reported out of committee to let the people 
vote on it. He said that a $300 million nest egg had already 
been set aside. He said to hold it at that level and reduce the 
price so that Montana could sell coal again. 

Representative Marian Hanson, House District 100, said that she 
supported SB 24 for the reasons stated. She said it would keep 
the coal miners going. 

Mr. Dave Goss, Billings Area Chamber of Commerce, said that the 
increased productivity in the coal mines could be felt in ripple 
effect through the entire economy. 

Mr. Larry Icennogle, project manager for Montana Association of 
Counties, said the bill is an incentive measure for getting new 
markets for Montana coal. 

Senator Ted Neuman was excused from the committee at this point 
because he was needed in the House Taxation Committee. 

Mr. Icennogle discussed the numbers of primary construction and 
mining jobs that were created by the coal industry. He said 
that if a mine were built it would result in 938 prima!!y construc
tion jobs, 300 plus mining jobs and 200 plus permanent jobs. He 
said that amounted to $3 billion in terms of tax revenue and 
permanent income. He said the bill was now needed to make the 
tax structure competitive. 

Mr. Mike Micone, Executive Director of the Western Environmental 
Trade Association, said that last fall WETA had commissioned a 
survey by the University of Montana Bureau of Business and Econo
nomic Research. He said that survey showed that Montanans do 
support using natural resources. He said that 93 percent of the 
respondents supported development. He said that people want the 
coal mined. He said passage of the bill would be a message of ~ 
serious business promotion. He urged the committee to support I 
SB 24. 
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Ms. Lorna Frank, Montana Farm Bureau, said that they support 
SB 24. 

Mr. Don Ingles, Montana Chamber of Commerce, said that they support 
SB 24. 

Mr. Keith Anderson, Montana Taxpayers Association, said that they 
support SB 24. 

Senator Pat Goodover, a member of the committee, rose to support 
the bill as a long-time proponent of reduction of the coal severance 
tax. 

Senator Larry Tviet, Senate District 11, said that he supported 
SB 24. 

OPPONENTS 

Mr. Russ Brown, Northern Plains Resource Council, said that the 
bill begs the question of competitiveness. He said that the agri
culture sector was losing jobs to miners. He said that a serious 
effort to reclaim mining jobs would involve reform of the Staggers 
Rail Act. He said that transportation accounts for 60 percent of 
the delivered price of coal, while the tax only accounts for 10 
percent. He said that the bill does not accomplish what the 
sponsor intended. 

Senator Dorothy Eck·asked that the hearing be recessed. 
that information comparing Montana and Wyoming rates as 
affect the marketablility of coal should be provided to 
mittee. 

She said 
they 
the com-

Senator Larry Fasbender, Director of the Department of Natural 
Resources and Conservation, said that water bond rating was 
in part dependent on the money flowing into the coal tax trust. 
He said it allowed a better rating and a lower interest rate. 
He said the bonds now have great security and a good rate of 
return. He said that passage of the bill would adversely affect 
that. 

Mr. Keith Colbo, Director of the Department of Commerce, said 
that part of the problem with the bill had been outlined by Direc
tor Fasbender. He said that the motives of the testimony of the 
workers was not clear. He said that SB 24 is a paradox in that 
it was introduced to continue jobs and economic development and 
yet it cut off in state investment initiative program funding. 
He said this was an essential part of the competitive economic 
development program, benefits of which were already clear. He 
said that 50 applications had come into the program. Forty of 
those had been approved. He said that meant that $11.8 million 
had been loaned to businesses affecting 791 jobs and creating 358 
new jobs all across the state. He said the board has acted pru
dently and showed Montana businesses throughout the state their 
intention of a supportive business climate. 
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Mr. Colbo concluded saying that this was an important method of 
supporting business that was already approved by the voters and 
was working well. 

Mr. George Oschenski, Montana Environmental Information Center, 
said that he doesn I t know how th e bill addresses the current 
budget crunch for which the special session had been called. He 
said the coal market was the problem and not the taxation. He 
said that Montana could subsidize the mining of copper, but_that 
would not change the copper market. He said that the loss of 
mining jobs was the nature of a boom and bust resource industry. 
He said that the boom cannot be artifically supported. He said 
the boom and bust cycle is the very thing the trust is designed 
to insure against. He said the damand for coal is keygud th~t 
there should also be straight talk about shipping costs. He 
noted the geographic distance of Montana coal from its markets. 

. .." 

Mr. Phil Campbell, Montana Education Association, said that they 
oppose SB 24 in keeping with a long standing policy against 
reduction in coal severance tax and the coal trust fund. He 
said this is to protect future generations and education. He 
also noted that the structure of the bill was confusing. 

Mr. Don Judge, Montana AFL-CIO, said that the Montana labor 
movement continues to be supportive of the severance tax as it 
has done since the early 1970s. He said that passage of the 
bill would not insure more coal mining. He noted that a $300 
million nest egg did not look so big when the budget deficit 
was now $100 million. He said at that rate the trust would 
evaporate entirely within six years. He said that allocation 
changes could be made, but that the tax should not be reduced. 

Mr. Blake Wordahl, Executive Director of the Montana Democratic 
Party, said that the bill would not help provide jobs. He said 
that better transportation costs, and a better market were the 
things that would sell coal. He said the effect of reducing the 
tax on other programs should also be looked at. 

Questions from the committee were called for. 

In response to a question from Senator Towe, Mr. Murphy, Western 
Energy Company, said that all the cost is added, the rate of 
return is added and that price is taxed. He said they start 
with what the producer is going to get for the product. He sug
gested that the chairman was looking at the percentages in an 
inordinate fashion. 

Senator Towe said he was surprized that Western Energy could sub
mit that kind of testimony. He said that the committee has been 
misled and that the actual tax on the coal came to 20 percent of 
the contract price. 



Taxation Committee 
June 27, 1986 
page seven 

Senator Towe asked Mr. Murphy if in spite of major efforts to 
find new markets and the window of opportunity passed during 
the last regular session no new coal contracts had been let. 

Mr. Murphy said that was true. He said there would not be 
massive new contracts even with a 15 percent severance tax. 
He noted that in the coal market area the planning was done 
ten years in advance. He said the point was that a 15 percent 
reduction would affect existing contracts. He said that many 
of the existing coal customers are affronted by the window of 
opportunity which benefits only new customers. 

Senator Mazurek asked why this was proposed instead of addressing 
the tax rate directly. Senator Keating answered that it was being 
done now because it had to go on the ballot by fall 1986. He 
said that the Legislature could still put money into the trust 
by statute if they so desired. 

In response to a question from Senator Brown, Mr. Murphy said 
that there is an eight percent price difference in Wyoming and 
Montana coal delivered to Minnesota. He said that the statutory 
rate in Wyoming is 17 percent. He said if the Montana rate were 
at 20 percent the rate would not be that much different. 

In response to questions from Senator Mazurek, Mr. Murphy said 
that production in Wyoming was 142 million ton last year compared 
to 104 million ton previously. 

Mr. Mockler was recognized and said the effective rate of Wyoming 
tax is about 17 percent with the combination of the severance tax 
at 10.5 percent and a county tax of 6.5 percent. He said that 
two percent of the Wyoming tax would self destruct in this year. 
He said that Montana coal is taxed at 35 percent of face value. 

In response to Senator Mazurek, Mr. Mockler said that Wyoming pro
duction was up 16 million ton last year. He said that one or two 
mines have closed and there have been some lay offs there, but 
that production and overall employment are up in Wyoming. Exhibits 
6, 7 and 8 were submitted at the request of the committee. 

In response to a question from Senator Goodover, Mr. Judge, AFL-CIO, 
said that individual local unions can take poations different from 
the parent organization and that the testimony he gave is consistent 
with the AFL-CIO position since the enactment of the tax. He said 
that these workers should be here and should testify, but that it 
was nonetheless his job to represent the'position of the labor 
union as a whole. 

Senator Eck asked Mr. Murphy to further discuss Wyoming coal. He 
sald that in addition to the lower tax there was also a change 
in the railroad rates that had impact on the Montana coal market. 
He said this had shrunk protection that Montana previously enjoyed. 
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Senator Eckasked for an update on markets possible for Montana 
coal. Senator Towe said that the Interim Coal Tax Committee 
would have updates of this information again in Ju.~y. 

Senator Neuman asked Senator Keating what had happened as a result 
of the reduced tax on tertiary oil recovery. Senator Keating 
said that it was on board for implementation when the oil prices 
dropped and the program became too expensive to recover the oil. 

Senator Neuman then noted. that it wa.s forces outside the control 
of the state, and not the Montana tax policy, that dictated what 
happened. Senator Keating said the whole package must be considered 
and that competition always dictates prices. 

Senator Hirsch asked Director Fasbender how bond security is 
affected based on the flow into the trust. . - . 

Senator Keating closed saying that flow of money for bond security 
could be uninterupted. He said that the passage of the bill 
would bring new wealth into the state. He said that the state 
badly needs basic industry and not just service industry. He 
noted that rail transport rates for coal had been recently reduced. 
He said that the trust was initiated to preserve a legacy for pos
terity. He said that the reclamation work has been excellent. He 
said that Montana is not a '.devastated area. He said damage is not 
occuring and that the Resource Indemnity Trust insures that. He 
said the sale price of the coal bears the reclamation cost. He 
said it was time to put the message to the people and allow the 
people to vote. He said that 12 years ago they decided this, but 
that they do not want coal production and the coal industry to go 
down the drain. 

Chairman Towe recessed the committee for 45 minutes. 

The committee was reconvened at 11:30 am. Senator Neuman was 
absent. All other members of the committee were present. 

CONSIDERATION OF HB 39: Representative Ray Peck, 
15, was recognized as chief sponsor of the bill. 
that the bill was part of the Governor's program, 
a tortuous journey thus far and that it needed to 
further to align it with HB 30. 

PROPONENTS 

House District 
He stated simply 
that it had 
be amended 

Ms. Louise Moore, Bureau Chief of the Conservation and Renewable 
Energy Bureau of the Department of Natural Resources, noted the 
dollar amount on page seven, line 2 needed to be changed from 
$140,000 to $350,000 to be consistent with HB 30 which transfers 
an additional $207,000 from the energy account to the general 
fund. She submitted Exhibit 9 to the committee. 

Mr. Russ Brown, Northern Plains Resource Council, said that he 
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was not certain of the impact of the amendments, but that NPRC 
did support the bill. 

OPPONENTS 

None were heard. 

Questions from the committee were called for. 

In ,response to a question from Senator Towe, Mr. Larry Fasbender, 
Director of the Department of Natural Resources, said that the 
$600,000 available to retrofit state buildings had been reduced 
by $200,000. He said the remaining $400,000 would do about four 
to six buildings. He said the amendments made the bill correspond 
with House actions. He said that in FY 87 about $800,000 should 
be a~ailable for this purpose. He said that some of the balance 
would come in from loan repayments. He said that the bill would 
authorize the Department to spend $819,000 over and above the $1.35 
million that would go to the general fund. He said the amendment 
included 50 percent more to the general fund than the Governor 
had requested. 

Senator Neuman rejoined the committee at 11:40 am. 

CONSIDERATION OF HB 38: Representative Mel Williams, House District 
85, was recognized as chief sponsor of the bill. He said that the 
bill would put a 12 percent cap on taxation of all properties in 
Class 15. He said that the current law contains a formula that 
is between 14 and 14.5 percent. He said this would strengthen 
the state's position as it would cap rails at the same amount as 
airlines which are now in a separate class. He said that the air
lines legal staff supported that net and gross proceed were within 
the definition of industrial and commercial property. He said that 
Burlington Northern was willing to pay the amount of taxes indicated 
from 1986 through 1991 and that there was not any reason it shouldn't 
stand. He said the fiscal note addressed what Burlington Northern 
would pay in the next two years. He said the 12 percent cap would 
insure fair and equal tax treatment. He said the provisions of the 
bill address the concerns about court cases. He submitted Exhibit 
10 to the committee noting that even with tax breaks BN was still 
reducing employment within the state. 

OPPONENTS 

Mr. Leo Barry, representing Burlington Northern, said that he did 
not appear as an opponent of the bill, but to inform the committee 
of the railroad's position. He said that BN did not want to leave 
legislators assuming that this would eliminate court action under 
the 4 Rs act. He said that 8.7 percent of the current tax was 
paid under protest. He said that the previous settlement with 
the Governor was not an admission that they owed that amount in 
taxes. 



Taxation Committee 
June 27, 1986 
page ten 

Questions from the committee were called for. 

Senator Eck asked Mr. Barry about the negotiations. He said that 
it was not clear with whom the railroad should negotiate. He said 
the Governor could negotiate on behalf of the administration, but 
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who was to negotiate on behalf of the Legislature? He said per
haps if that could be clarified a settlement could be reached tahlaretad; 
both parties could agree with. He said that the railroad had yI 
gone beyond what it legally owed in' taxes. 

Senator Mazurek asked Representative Williams if he would object 
to the cap being reduced from 12 to 9.75 percent. Representative 
Williams said, "Yes." 

Representative Williams closed calling Leo Barry a "coponent". 
He said that BN's taxes were not doubled because they had been 
cut in half by the courts and that the Legislature was just trying 
to bring it back up to a reasonable rate. He said that it was a 
difficult class of property and that some equity needed to be 
insured. He said that full valuation of railroad property remained 
an important issue. He said that right now they were taxed at 
70 to 75 percent of full value. 

MOTION: Senator Eck moved that the committee reconsider its 
action in concurring in HJR 1. 

MOTION: Senator McCallum moved as a substitute motion that HB 39 
be concurred in. 

Senator Towe explained that he wanted to bring HJR 1 back to com
mittee for the purpose of tabling the resolution. Senator McCallum 
withdrew his motion. 

Question was called. Senator Goodover voted no. All other com
mittee members voted yes. The motion to.reconsider HJR 1 carried. 

MOTION: Senator Eck moved that HJR 1 be tabled. The motion 
carried unanimously. 

MOTION: 

MOTION: 
amended. 

Senator McCallum moved that HB 39 be amended per Exhibit 

Senator Goodover moved that HB 39 be concurred in as 
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The committee then discussed with Mr. Jamison what the cost 
would be with the amendment that had been offered on the House 
floor. The Department should improve public input and guidance, 
but even without the provision there is Legislative oversight 
of the work of the committee. There was some discussion of 
whether a separate report should be drafted for the Legislature. 

Senator Mazurek said that in January 1985 every legislator 
received a pile of reports into which many preparation dollars 
had been dumped. He said that tied up the otherwise productive 
time of state employees. He suggested one more report was not 
necessary. 

MOTION: Senator Hirsch moved as a substitute motion that Section 
5 be deleted from HB 39. 

Senator Goodover resisted the motion because he said that the 
Legislature doesn't get to see this information even if the Coal 
Tax Oversight Committee and the Environmental Quality Council 
did. 

Senator Towe said that each legislator would get all the information 
available to the two above mentioned committees. 

Question was called. Senators Goodover, Eck and McCallum voted 
no. Senator Halligan was absent for the vote. All other com
mittee members voted yes. The motion carried. 

Discussion then reverted to the original motion. Mr. Jamison 
in answering a question from Senator Towe, said that there were not 
sufficient good applications to use all the money. He said they 
had the authority to do as they did by the appropriate allocation. 

Question was called. Senator Halligan was absent. Senator 
Goodover voted no. All other committee members voted yes. The 
motion carried. 

FURTHER CONSIDERATION OF HB 39: 

MOTION: Senator Brown moved that HB 38 be concurred in. Senator 
Halligan was absent. All other committee members voted yes. The 
motion carried unanimously. 

FURTHER CONSIDERATION OF SB 24: 

MOTION: Senator Goodover moved that SB 24 do pass. 

MOTION: Senator Eck moved as a substitute motion that SB 24 do 
not pass. 

Senator Towe supported the motion noting the technical problems 
with the water bonding program. 
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The committee then discussed the probability that the bill would 
go to the floor for a vote. It was .suggested that if the com
mittee reported it without recommendation to the~floor the process 
would be speeded. 

Senator Eck withdrew her motion. 

MOTION: Senator Hager moved that SB 24 be reported for considera
tion on Second Reading without recommendation. 

The motion carried unanimously. 

MOTION: Senator Mazurek moved that SB 13 be taken from the table. 

Senator Mazurek explained that his intent was to amend the bill 
to allow a diversion for one-year only, then to return SB 13 to 
the table. He said that if the bill should pass he wanted it to 
be effective for only a year. 

Senator Brown asked if the bill would be blasted out of committee. 

Senators Mazurek and Towe said that there was no clear intent to 
blast the bill out, but that a genuine possibility existed. 

Question was called. Senators Goodover, McCallum and Hager voted 
no. All other committee members voted yes. The motion carried. 

MOTION: Senator Mazurek moved that SB 13 be amended to divert 
the funding for one rather than two years. 

Senator Goodover voted no. All other members voted yes. The motion 
carried. 

MOTION: Senator Mazurek moved that SB 13 be laid on the table. 

MOTION: Senator Eck moved as a substitute motion that SB 13 
be further amended on page 2, line 14 following "1987" inserting 
"for education purposes". 

Chairman Towe pointed out technical problems with this amendment. 
He said that it wouldn't fit as the current changes only reduced 
a percentage. 

Senator Eck withdrew her amendment. 

Question was called on the original motion. All members voted yes. 
The motion carried unanimously. 

Chairman Towe adjourned the meeting. 

Chairman 
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SB 24 

Mr. Chairman, members of the Committee, I am James D. 

Mockler, Executive Director of the Montana Coal Council. As you 

are aware, the Montana Coal Council is a trade association 

representing the producers of virtually all of Montana's coal. 

Much has been said over the past ten years about the 30% 

severance tax, and lest we become more confused by today's 

rhetoric, let's go back and examine the reasoning for its passage 

in 1975. 

First, a look at the free conference committee report to the 

Legislature demonstrates in rather plain language that those 

pushing for the tax knew what the competitive effects would be. 

That report states in its preamble: "A tax differential between 

Montana and Wyoming may shift some new contracts to Wyoming." 

Obviously the intent of the legislation, passed in 1975, is one 

that has worked marvelously well. The question before you today 

is whether Montanans, and you as their representatives in govern-

ment, still wish to continue with the provincialism that pre-

vailed in 1975. 

Today supporters of job exports are now saying that there 

was no intention of limiting the industry's growth and that the 

tax does not have an affect on our closest competition, Wyoming. 

The fact is that in 1975 Wyoming produced 23.8 million tons of 

coal and Montana 22.0 million tons, a difference of 1.8 million 

tons or 9.2%. Ten years of experience shows that in 1985 Wyoming 

produced 140.4 million tons while Montana produced 33.1 million 

1 



tons, a difference of 107.3 million tons or 424%1 Obviously 

while the Montana production grew by a whopping 11 million tons, 

Wyoming production increased by over 116 million tons. So much 

for competition. The facts are plain, only the rhetoric has 

changed. 

The report further states three reasons for the tax: "(a) To 

preserve or modestly increase the revenues to the general fund~ 

(b) To respond to current social impacts attributable to coal 

development~ and (c) To invest in the future, when new energy 

technolog ies re'duce our dependence and mining acti vi ties may 

decline." 

Today the coal impact counties have little, if any, left to 

compete for and as early as 1977 the Legislative Fiscal Analyst's 

report stated: "Our review of counties, incorporated towns and 

school districts in areas certified as impacted by coal develop-

ment shows that, with few exceptions, the impacted units have the 

means to finance the required expenses without state support. 

The coal area is characterized by some of the lowest mill levies 

in the state and has been blessed by mushrooming property valua-

tions. This analysis would indicate that the need for state 

supported local impact grants may be much less than originally 

anticipated by the Legislature." 

Only time will tell when "new technology" will reduce pro-

duction. I have never seen an explanation of what a "future 

generation" is, when it starts or who is eligible to participate. 

I understand there are a number of coal miners here today 

and I ask you to consider their future and their children's 
SENATE TAXATION ., .~ 
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future. Ask yourselves honestly if they should not have the 

option of living their lives and raising their families in 

Montana. I ask you to also consider those small businesses who 

rely on supplying the industry, who make their living from these 

miners dollars and who are also in serious trouble. 

The proposal before you will not diminish the funds 

currently being used by the various entities in the non-trust 

portion of the severance tax, and in fact the opposite will 

happen. As we are able to compete, our production will stabilize 

and hopefully expand, and as that happens the income will 

obviously increase. Future generations will still have some $300 

million as a remembrance and Montana's jobs, the economy and 

overall image will be enhanced. Montana will still have the 

highest severance taxes in the nation for with the addition of 

the gross proceeds and RITT the tax rate will be 20% vs. Wyoming 

at the present 17%. 

The industry is in serious trouble. We ask you today to 

honestly address the issue of the 1975 policy of exporting our 

markets, our jobs and our taxes. 

We urge the passage of S8 24 and sinere1y thank all those 

who have afforded us this opportunity. 

SENATE TAXATION 
,"-', 

EXHIBIT NO. __ I ___ _ 

DATE #n.i...- 2-7, 19£0, 
Bill No. Sf3 2-1 

3 



., 

I 

locIItlon. Quentlty .nd Quality of Montana Coal 
Of tho 15 ....." cooI-pIOducIng ....... Mon .......... fI .. 1 In cool 

_ ond _. " ,. ... U.s. Gootoglcol Suowy '-" II ... lhe 
...... total identified I'MOUfCe .. 211 Clillton ton&. 8ecauM of current 
economic conak:IIntlona, hOwever. the USGS "Juated that figure to det ... • 
mine • demOn8trated ............ In MorUna of 122 blllkJn tana. In edeII· 
'IOn. tKhnoIOgIcaIlhnltatlona do not allow lor 100 per cent recovery of the 
........ ..... Therefore. we have further trimmed ... rec:owrer-. ruenre 
ftguN to 75 blllloII tono. 

ThIck, rot.ttvety Ito! cool _ .. _he of _ then 300 'oot belOw lhe 
eurface .. .,.,ucuIIrty aultIIbte tor surface mining. CoeI beds.hal dip or ,Ie ... __ tho ___ Iy muat be ... ...,Ied Ihrough 
...-ground mining __ . 

-bf 1. -- - -- -bf - .-..oIT ... , - ~oIT .... ,_ 

Moo .... 120.3 1 33.0 9 
Illlno1e 79.1 2 113.8 5 
WyomIng 88.6 3 130.9 3 
Kent-, 40.2 < 159.5 1 
WeetVlrglnia 38.1 5 131.0 2 
Pwlnsylvanla 30.0 8 73.3 < 
Ohio lU 7 38.3 7 
~ 17.2 8 18.0 12 
T .... 13.8 9 4'.1 6 .- 10.5 10 37.6 8 
North Dokota U 11 22.1 11 
UIo/I 6.< 12 12.3 13 
AI ..... 6.2 13 .9 15 
MI_ 6.0 ,. 6.7 ,. - 5.2 15 21.1 10 

Source: Us. Energy Information AdmlnlatraUon 

The energy value of coM I. measured In British thermal unit. (Btu), which 
I. the .mount of .... requl...:l to rai .. the temperature of one pound of 
water by one .... FIIhrenheII. One ton of MontenII aub-bitumlnoul coal 
typIcoIly .. the Btu _I 0I3Y, _. of 011. 

~.,. fouf _ klndo of cool: 

LIgMte: Thll la • tow~ coM whtch .. brown, brOwnIlh-black, but rarely 
_1I .. hlghlnmol ...... _In_ ...... ond_~ __ dty· 
Ing. It ....... _1Iy with __ y_. 

..................... ~ Thne .. t.der coale tn.n 16gnIte. They 
contain. higher ~ of cwbon, more Btu' •• Md ........... They 
8180 bum I'Mdtty, but do not disintegrate .... lIy .. Wonlte on expoeure. 
TheM .. the moet plentiful coal_ In the United Stat ... 

AIIIhIIdIe: ThIs I. the hMleet and brlght .. t COllI type. It II nwked by an aI· 
moat lubmet.mc luet .... It .. htgh In flxed carbon and tow In '#Oletlle 
hydrocel'bona. Atthough It ignltM .......... Iy than lower rank coaIl. It 
bur- \~ • 8hor1 n.m. which produc:a mucIt .... and little amoke. It 
I. ,.highlnMh. 

.1."",.;;.,.1."",1 .. ;".,.1 "J 

f 

Surf_ Mining IIIICI ReclanWIon 
Surface coal mining COfnpM_ .. required by taw to reclaim and retum 

mined l.nd to • producttM capKlty tNt II equal to or bett..- than before 
mining occunwd. 

Reclamation opend.lOn8 .... place concUlT'tN111y with lhe mining opera. 
Uon. The flflll etep taken .. to remove the lop 1011 from en ana to be mined. 
lloeIqIIlellond _Ita II with 1 ___ I0Il10 _1_. 

The Inltlal_ of _ (tho __ ........ covortng tho 0001, 
.. coiled _ box cut ond tho cavity lhat .. loft _ tho 0001 ............ will 
recet¥IIlhe ~ from the MCOnd cut. In moat cases •• dragU .. Is UMd 
to lift overburdIIn hom. MW MCtton Md draposIl It In the MCtion.,.. ha8 JUlI 
boon _ To _ the_ tor the dIogIlna. " .. _ The cool 
Ia "*,, ..... In tho ___ then .......... bf Iorga -.-"«1 In 
cooI __ tranoportod to tho mlno __ loodIng facility. 

Once lhe dragllna haa dOpOOIled __ .,.., lhe mlneckJut cavity. 
bulldozef1I emooth It out Md contour II to blend with the surrounding 1and-
scape. ml proceu ,. much like ..... emplOyed In conatrucUon projects. 
After ..... _loll booomOO ... Ilmllar lOony farmlng~. The 
.0111. acarttled to guard -oaanat eroeIon. top 10111. replaced and the .-.1. 
pt_ with _ ml ....... that ... proocnbod bf lherogulatoly _. In 
_~..,,-.,..ptnaond ___ .. portoflhe_ ed __ I0Il __ ~ may -,y __ mulch 10 tun .... _ 

agaInal _ ond wIllla ,..,11_ may be uaed durtng tho -'l' growing 
_lnIgatlollhea not boon_. 

_ any ~ I __ Hod to mtna," .. noquI...t to __ bond aulll· 

dent to cover the COlt of MCa.maHon If en opemor ..... with hli raca.matkln 
ettorta. That bond II not ,....... until IUCC8MfuI ~ 18 _tied . 
a....d on PNCfpitatkln,..1n the Weet. lhe law dk:t8t .. thet.1n no CMe, can 
the bond be ~ eooner tMn .... y..a hom the ~ of Medlng. 

Rap"l_ 
Unlike. tax paid to government on the prodUC.1on of coal or It I reallzed 

profit •• royal.ieI we. monetary peyment '0 the owner of the coal .. egreed 
upon In lhe term. of pre-mlnlng ....... Stat. and fedetal oovemment .tlii 
.. major beneflcl.... of theM paymentl. howfter, beCauM a Woe 
~ of the minerai right ownerahtp of coal In MontMe haa been .... tal_ bf lhe.-_I. with _ta from tho cool producing 
achooI eectlontl going 10 the·s ..... '" ..... on. the 1878 fedelall ... lng law 
rnand81 .. thai 50 percent of the royal .... collected from developmenl of 
f ............ be returned to lhe atat •. Other coal teeaora Include Indian 
trtbM end prtvate (or 'M) owners. 

... 'A ......... F ..... 
~ RopItJ '.,.......IfVftIIIon ... Iurf.ce 

......... 0peNII0M llInMIfb DectIMMf, 1111 

eomp.ny F..,.I S'at. -. p,..,.t. To'-I 
Decker 23,823,216 11,201.685 35,024,901 
Knlf. River 1,150.477 31,269 1,981,746 - 4,010,791 3,292,534 7,383,325 
~rtnoCl'Mtl 4,111,G43 4,111,043 
W .. I..-n Energy 24,898,281 12,555,420 31,454,881 
Wutmor.aand ',~883 21.223,351 ___ 22,479,234 

158.874,71M "2,451,56lI $21,223.351 115,819,223 $108,434,_ 

Source: IndMduat Compan'" 

Emplo,ment IIIICI Pa,roll 

Montane's surface mining Industry tumlshel some of the hlghelt.paylng 
and most-eought .. tter Jobs In lhe .tate. 

N_oI -~ PaynIIt 

Decker eo.l Co. <60 $1<.930.000 
Knlf. River Coal Mining Co. 17 750.000 
_y Coal Co. I .. 5,358,000 
SprIng CtMk Coal Co. 112 <.335.000 
Weetem Energy Co. 552 17,685,000 
WHtmorellnd Fteeourcea 109 

,.000 

.. ,",. """;",) 
,J 1.3IM .1#' 

" 1 

Production and Value 
The lot'-lng cIIart __ production tor 1975 through 11185. The price 

per ton at the .... ou. Ii ... depend. on the quality of COlli (heating velue. 
moisture content. sulfur and .... content. atc.) but an average for Calendar 
V .. 1885 w .... 51 per ton making the value of that coal S297 million. Thii 
price Ie establl..- by the Department of Revenue after the ttvw .tate and 
two federal tax .. are deducted. 'Theretort. It doeI; not NftIcI the totel coal 
01 lhe coal. 

y-

1875 
1976 
1~7 
1978 
1979 
11180 
1981 
11182 
19113 ,_ 
1985 

eaotPnlduc_ -~-
22.0 
26.2 
27.3 
26.0 
32.5 
30.0 
33.3 
27.8 
287 
33.1 
33.1 

Sourca: WorkanI Comp. 01 ... 1011. Dept 01 LIII>Or 

eo. PnaductIOn Ea ......... 1n ~ of r .... 
tor .................. CoIIII ......... .......,. 1" 

...... ,- ,. '101 '-. _..,COoI 11.3 12,4 13.5 13.e 
KnlfeAtwtr .2 ~ .2 ~ 
_COol 

3.3 3~ 12 3.2 
...... e.- 2.8 3~ 3.3 14 
W .. ternEnergy 12.3 14.0 '4.8 '5.3 _ ............ 

3.' 1, 3.1 3.8 

33 .• 38.' --a8.1 ----s5 
Source: Individual eomp.n_ 

, . 
'3~ 
~ 

3.2 
3.' 
,.~ 

3.8 

30.2 

This brochure was prepared by the staff of 
tha Montana Coal Council with the a •• /a· 
tan.,. of Informational lIOurces quoted. The 
Montana Coal Council Is a trede ... oc/atlon 
whose members are Involved In the produc
tion of COlli In MontaTUl. We support realistic 
st.te and national environ_tel and social 
standerds. Tha Counclla/,o recognlus tha 
need fOla fedtKa/energy policy th.t will lead 
to the development of domastlc /III8TfIY 
sources and reducing this TUItion', de".". 
den.,. on torelgn 011. 

Montana Coal Council 
2301 Colon/el Drive 
Helena, MT 59801 

Executive Director: James D. Mockler 
om.,. Manager: DaTUl"a M. Wa"." 
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W •• TMQR.LAND Rella,INC. 

The Honorable 'D!d Schwinden 
Governor of-; Montana -"~ 
State capitol 
ffelena-,ftR.59601 - 1 

co'" ••. i' ,'. • 

Dear GovlI!rnor: ' 

A couple of situations. have cane up recently concetningthe ~tanacoa1 
industry which I thought you ought to be aware of. I aJilnot sure that 
ei thet of us can do anything about -themr- but you ~uld at least know about them. . . ", -. 

Enclosed is a copy of an article from ~stern Ooal- concerninq a test that 
~innesota ~wer has iust oanpleted. t spoke with Jim Marshall, Fuels 
Engineer tor MinneaotaPower, to get: aCtditiona\ information. Minnesota has 
or will pcomulgatenew air quality regulations tbat will requirll! ~innesota 
Power to reduce the emissions at t..heir Q)swe11 plant to 0.15"'poun-3s sulfur 
dloxi~e per million BTUs on an annual basis by 1990. ~ey·~re currently 
burning J to 4 mUlion tons €rom PeabOdy's 8ig Sky mine_ at Colstrip. In 
February, 1986, the coal from P~a~y delivered to 8oswell,averag~ 0.91% 
sulfur and'had 2.13 t;X)unds of S02 ~r million 8'IUs. Minnesota Fb~r can 
continue to burn 8ig Sky coal if they add significant ~ounts of lime to 
their wet precipitator. According to Jim ~~rshal1 this is the most -
expensive alternative. Western Energy and Westoreland coal have about 1.5 
to 1.6 pounds of 002 oar mUlion 8TUs and are not alternatives to Big 51<y 
coal. 'ibe Decker area coal is too high in sodium to burn at BoSlrolell. 

Minnesota Power's FERC report for February, 1986 (copv attached) indicates 
that Ibchelle Coal co. supplied the Boswell plant with 34,600 tons of coal 
presumably as part of the test. Rochelle Coal is a WyaIling subsidiary of 
Peabody. 'ft\e delivered cost of the ~be1le coal was $1.39 per million 
BTUs or $24.20 per ton. The delivered cost of tlle Big Sky coal was $1.46 
per million BTUs or $24.95 per ton. Wyaning has a 300 mile freiqht 
disadvantage but yet delivered at a cheaper price. 

Of more inrned late or d iract concern to Westmoreland Resources is the 
situation at Northern States Power Co. (NSP). Currently, NSP is taking 
Wyanirq coal to their ging plant in the 'l\iin Cities. We normally supply 
about 60' of the coal going to this plant. However, NSP, a coUJ;)le of years 
ago, purchased 1 to 2 mUlian tons per year fraa Peabody's R:x:helle mine. 
'ltle Ib:helle mine started up last fall. It appears NSP will be usinJ 
WyaDin) coal in their 'IWin Cities plants delivered by the O'licago 
Northwestem railroad. 'ltle delivered coat of the Ibche1le coal to NSP is 
lower than the delivered coat of western Energy and Westmoreland coal. 

! ~ ...... 

SENATE TAXATION 
EXHIBIT 0. __ '..:;;:3---

'1 /4ft.c, DATL,2:~{,.:::n.t.::::..-:~:-;,.!.1 ........ ,--.-

~821 

-



.. 
) } 

Earlier thia wek, I learned that MSP will t. ccnrU:tillJ a four wek test 
of a,cbelle coal in !berco ti\ita 1 and 2 startin) the lliddle of June. 'ftle 
Sherco plant is atx»ut 60 1111_ west of Minneapolis and heretofore has 
burned Ntstern &lergy and Westmoreland coal. 'lbe !berco coal is delivered 
by rail on the Il1rlirqton tbrthern. Nt had hoped to amend our contract 
with EP to extend it beyond 1993 in exchange for a subatanti~l reduction 
in the pcice. '!bese negotiations have been put on hold \1bile they test the 
Wyanirq coal at 9'lerco. We can't say with any certainty that ~P will be 
willing to resume negotiations. 

'lbrouqh May we have shipped 716,017 tons frClll our mine canpered to 
1,255,520 through ~y, 1985. 1985 was our lowest year insofar as tonnage 
is concerned. It appears 1986 will be nuch worse. MearMlile, we had to 
layoff 25 hourly employees Y'!sterCfay, reducing our hourly staff to 25 
employees. Last year at this time we had 84 hourly employees. 

with the budget problems the state is facing, t am sure these issues are 
the least of your worries. Nevertheless, I felt you should know. 

Sincerely, 

~ 
c. J. Presley 
President 

dlm 

" ..... 
SENf\TE TAXATION 
EXH I3!T NO _-.:;3::::...----:-
DA~ Q~ ~ 7. tUft, 

BILL ttL feB 2-1- -
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wu-rBllN COAL 

IaaU8 110. 55] 

CALlroUIA IIXPOaft RBBOO1ID I. PI .. '1' auuna 

IIxporta fro. Loa Angelea/Lon9 .eacb for the firat quarter of 198' totaled 
301,832 tona, up aubatantially fro. the firat quarter of 1985. Laat year's 
total waa 190,17] tona, compared to 355,917 in 1984. 

Por the year 1985, the ports of Loa' Aftgele. and Long .each played a 
di.inished role in the overall u.s. coal export scene. 

While U.S. coal exporta increased to 92.9 million ton., compared to 81.8 
million tor 1984, the two Calitornia ports saw an actual decline during 
1985, down to 1,043,033 tons, a. compared to 1,445,310 tons for 1984. 

Coal fro. the two ports went to three countries during 1985, with Korea 
taking the mo.t followed by Taiwan and Japan. 

Bight companies were involved in the 1985 exports from the ports: 
Plateau Mining, Mid-Continent Resources, Kaiser Steel, U.S.S. Ram 
Exploration, Tower Resources, C.T. Takahashi, Coastal State Ener9Y and 
Soldier's Creek. 

~~------------------~ 
MP'L CONDUCTS SULPOR TESTS PaR COMPLIANCE COAL 

Preliminary te.t. indicate that a low-sulfur Wyoming coal performs 
a. well •• a high-sultur Montana coal, according to an official for 
MINNESOTA POWER' LIGHT, Duluth. 

The utility conducted the tests in order to find a coal that will 
lower sulfur dioxide emmis.ions into compliance with stricter state 
standards. 

1985 
Apr 
May 
Jun 
Jul 
Aug 
Sep 
Oct 
Nov 
Dec 

1981 
Jan 
Feb 
Mar 
Apr 

DOC 
Monthly 

7.1 
9.2 
7.9 
7.3 

10.4 
8.1 
8.7 
8.1 
7.2 

5.9 
5.2 
6.1 

COAL EXPORTS 1985/86 
(Millions of Short Tons) 

STATISTICS 
Year to 

25.6 
34.8 
42.7 
50.0 
60.5 
68.6 
77.1 
85.4 
92.1 

5.9 
11.1 
17.2 

Date 
ACTUAL 

Monthly 
7.4 

10.0 
8.4 
7.4 
9.8 
7.9 
8.6 
8.3 
7.0 

Not Yet Available 

6.0 
5.1 
6.1 
8.0 

SHIPMENTS 
Year to Date 

25.6 
35.6 
44.0 
51.5 
61.2 
69.1 
77.7 
86.1 
92.9 

6.0 
11.1 
17.2 
25.2 

Year-to-date figure. may be off by 100,000 tons due to rounding. A)' 
upward adjust.ent may be anticipated in the latest Actual Shipments figure • 

• MlY 27, 1981 • 

TIiI,.... is. die ...... II JIll,.....,. _ fa .. " **. COl". -IIIdIIIItCIII CGIIIC1I. .. fIn ••• e ............. e ........ 
_ ........ "',..... .. ac ...... IintPulllilllillc.....,· • .,--.., ........ _ .................. • ....... .., .. ·...., ..... 
.... .. cw....-.. III c. ..... 'ItllfCl. 
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waau,Y COAl. ...... 'lONNA ..... rACft DI,.. WIftSIUI CIOAJ. ItA ...... 

, TX UTILITIES SWITCH TO GAS.P.2 • PETCOKE EXPORTS, MARXETS ••• P.6-7 

• MT, CO PRODUCTION •••••••••• P.. 'UTILITY STOCKPILES ••••••••••• P.8 

• UP'L HALTS EMBRY PRODUCTION •• S "' UTILITY MARKETING GUIDE •••• P.8-9 

* * * MARKET REPORT"* * * 

NORTHERN INDIANA PUBLIC SERVICE, Hammond, will reduce deliveries to 
its R.M. Schahfer plant from COLORADO WESTMORELAND's Orchard Valley 
mine, Delta County, CO, by 30,000 tIm, accordinq to a utility official. 

The mine was sealed June 1 in an effort to extinquish a fire there, 
but utility officials maintain that they intended to reduce shipments 
anyway due to an onqoinq contractual dispute with Westmoreland. 

A NIPSCO official said there are no plans to replace that coal with 
spot purchases. Specs at Schahfer are 11,000 Btu/lb., 6.0 Ibs. 
S02/MBtu, and 9.5' ash. 

"Reported delivered cost to Schahfer in Pebruary was 297.9¢/MBtu 
($68.35/ton) for 69,100 tons of 11,472 Btu/lb., 0.4' sulfur, 10"ash 
coal from Orchard Valley. 

*** 

The DEFENSE FUEL SUPPLY CENTER, Alexandria, VA, is seekinq bids to 
supply two military facilities wIth approximately 25,000 tons of coal. 
Bids must be received by June 23. 

Bids are requested for: " 
• 92nd Bomb Winq, Fairchild AFB, WA, 7,500 tons of 11,500 Btu/lb., 

1.0' sulfur, 8.5' ash, 15' moisture coal. Delivery is by BURLINGTON 
NORTHERN • 

• General Services Administration, Denver, CO, 18,000 tons of 12,000 
Btu/lb., 0.8' sulfur, 10' ash, 12' moisture coal. Delivery is by truck. 

For further details, contact Elaine Glynn at (202) 274-7413. 

*** 

MINNESOTA POWER' LIGHT, Duluth, expects to know by mid-July the 
final results of its March test burn of Powder River Basin coal at its 
Clay Boswell 14 plant, accordinq to a utility official. 

Preliminary results show that Wyominq coal burns as well or better 
than coal currently used in the plant's boilers and is cheaper to burn 
as well, he said. 

MP&L reported in February that it would test burn at least 120,000 
tons from four Powder RivercBasin mines in effort to find a lower 
sulfur coal in compliance with touqher state emission standards (WC 
537, 2/4/86). 

However, concerns about boiler efficiency, cost, and transportation 
also prompted the test burn. The sulfur consideration has been over
emph,asized, he said, addinq that the utility's sulfur emissions are 

4 ••• Continued on Paqe 3 
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well within range of standarda aet by national acid rain leqislation. 
The Clay 80awell unit ia currently aupplied under a 10n9-term contract by 

PIABODY COAL. The reported delivered coat in february fram the Bi9 Sky 
mIne, Roaebud County, NT, waa l45.90/MBtu ($24.95/ton) for 205,900 tona of 
8,551 8tu/lb., O.~, .ulfur, 8. aah coal. 

WP'L CONVIRTS PLANT TO GAS TO COMPLY WITB S02 RBGULATIONS 
. . 

WISCONSIN POWER , LIGHT, Madison, has switched fro. burning coal to g •• 
• t Its Blackh.wk plant, B.loit, WI. WP'L mad. the conversion to avoid the 
cost of m.eting the stat.·s n.w sulfur .. issions regul.tions, a utility 
offici.l said (WC 552, 5/20/86). 

B.caus. Blackhawk burned only 13,OOO-14,gOO tons of co.l la.t year, the. 
converaion will not significantly aff.ct the utility's coal purch •••• , the 
official aaid. . 

WP'L purcha.ed no coal for the plant la.t y.ar. In.tead, it .uppli.d 
Blackhawk by tr~n.ferring to it soae contract coal froa the Rock River 
plant. 

PP'L STUD liS POSSIBILITY Of WYOMING PLANT CLOSURES 

Aa droppin9 oil pricea cut into demand for power produced by PACIfIC 
POWBR , LIGHT, Portland, OR, the utility is conaid.rin9 temporarIly closing 
aoae of Its coal-fired power planta in Wyoain9. 

Meetin9a on the aubject began in late May aa part of on90ing coat-cutting 
mov.s by the utility. Bow.ver, reports of plant closures have been over
emphasiled, and it may be so .. weeka before a deciaion is reached, a pp,t 
official .aid. 

The utility is the sole or majority owner of all four of the plant. that 
are bein9 considered for temporary closin9. Three are in Wyomingl Wyodak 
near Gillette, Dave Jobn.ton near Glenrock, and Jim Bridger near Rock 
Spring.. Centralia, in wa.hington, al.o faces pos.ible .hutdown. 

In 1985, the utility began s.lling .urplus power in .outhern Californi •• 
Bow.v.r, southern California utiliti •• have r.c.ntly found it more 
econoaical to gen.rat. th.ir own pow.~ froa burning oil and ga. rath.r than 
buying coal-fir.d power. 

Bridg.r and Dav. John.ton are supplied by mine. of the .... n .... owned 
by PP'L .ub.idiary N .. CO COAL CO. 

Wyodak is .uppli.a frOll the Wyodak min. of WYODAK RBSOURCIS 
DBVILOPMBIIT co. in Caapbell County, WY. 

IIA PRIDICTS CONSUMPTION AND PRODUCTION INCRBASIS 

Coal conau.ption in 198' will increa •• to 827 million ton., and produc
tion will b. 909 aillion ton., accordin, to prediction. by the In.rgy 
Information Admini.tration. 

IIA·. short-t.rm outlook predicts doaastic coal consuaption to increa.e 
by .bout l' fro. 1985 figur.s, while production will cliab 3'. 

Utility coal con.uaption in 19.' is expected to reach 703 million ton., 
up more th.n l' froa 1985, but atill down fro. predicted yearly growth of S' 
from 1985 to 198'. 

·Continued growth in dom.stic coal use is projected to push coal 
production in the first half of 1987 to 474 million ton., ne.rly 7. higher 
th.n the first-half 1986 level,· BIA said. 
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February 15, 1985 

-0 

Northern States Power Comp,my 

-1111 N,,:,()liel Mall 
MUHlcJpolts. Mlnneso:" 5~401 
TelcptlOne (612) 330·5500 

-t' .• :~ .• 

Mr lJ D Nock1 er 
Executive Director 
Montana Coal Council 
2301 Colonial Drive 
Helena, MT 59601 

Dear Jim: 

. -'" 
SENATE nX,TO~' ?,-:: 
EXHIBIT No._~6~' ___ ":~ 
DAlt. y",- 2-1, 19f(" I ,: 

. BILL NG:'_ }82.-1' ~ ,~, 

As a result of our numerous conversations regarding coal freight rates from 
i~ont(ina versus l~yorning, I \'Iould like to clarify the situation. 

First Hr John Hertog, Senior Vice President, Coal & Taconite for the 
Burlington Northern Railroad, (at the Montana Coal Forum in September, 1984) 
stated that Burlington Northern's average 1984 coal freight rates from 
r.lontana Viere 1. 636 cents .per ton m; 1 e and from l'!yomi ng 1. 655 cents per ton 
mil e. . 

As far as Northern States Power Company' is concerned, \-/E: helve a 10n9-term 
coal freight contract with the Burlington Nort.hern for coal deliveries from 
~lontana to ~herco and the Tv:;n Cities. We also have a medium term cou1 
freight contract. \'iith the Chicago & North\'lestern Railroad for deliveries trCJm 
l'lyorning to the ~vlin Cities. The rates per ton mile aY'(~ very similar, for both '
contracts. The rates per ton mile are not identical only because the T\lil~ 
Cities plants require ~hat the trains be spl it up into two or more segments 
and they take more time to unload the trains. 

Both of these.contracts also provide for increases or decreases in rates due 
to changes in railroad costs to move the coal. There are no other contract 
mechani SinS to change the rates except substanti a 1 changes lil governm::nt re
gulations which directly effect the cost of moving the coal. 

In other vlOrds, if the state of Montana were to lov/er its seVC!l-ance tax the 
railroad could not absorb the coal cost reduction. Likevlise Northern States 
Pov/er Company could not absorb the savings since \lie have a fuel clau~e 
adjustment which requires all fuel cost savings be passed on to our 
custorners. -

I t\~ust that this \"il1 help clarify the situation with the stnte··of Montan~. 
If you need anything further, please let me know. 

5i ncere ly, " ! j'. . 

/' I-l " I .. ,' fj {, I j' t._ ""' •• _. ~.---.- •.• -.- ...••• 

. .' "~ .1... ,,- : ~ .,:. .... • i' ". ( .. ,' ~ .. 
. \.-._'" . 

D H Peterson 
Director 
Fuel Supply Department 

vf 

r:-.. ,.::-'':, -:":' It ','- ~.~: .... -:-;- ••• -~\ 

1-'\1'. 1,_ " 

L - ,. . 

!, \.;j".: .. S 
~ ~J 

~ .... ~.:~; ~ ·ie: L 



Wuscons~n P01N8B" G l~g~·~t Company 
In\'e5Ior-owncd Ene/gy 

222 West Washington Aven'Je POBox 192 Madison, Wisconsin 53701 Phone 608;252,3311 

February 19, 1985 

Mr. James D. Mockler 
Executive Directo~ 
M~ntana Coal Council 
2301 Colonial Drive 
llelena, MT 59601 

Dear Jim: 

I would like to ta~e this opportunity to-restate several 
points made in a recent discussion tpat, you and I had relative to 
the Hontana coa~ ~;market. 

First of all, contrary to what I perceive as a misleading or. 
misunderstood shipper-carrier market relationship, Wisconsin Po~er 
and Light has a standing contr=act: with the Burlington Norther.n-

~ Milwaukee Road railroads that controls the transportation costs 
chat:ged by these carriers to Wisconsin Power and IJight fOt" '

transporting Montana coal. These costs are set and can only be 
adjusted by changes of the RCAF Index as prescribed by the ICC. 
Any changes in the prices of coal, 1. e., el imination of thH 
Montana severence tax, will be a direct savings to the producer 
and p,3.ssed on as such to us. The railroads have no access to 
these savings or to any other cost changes in the fuel market. 

In another matter, I would like to confirm that the transpor
tation costs to move Montana coal, Coalstrip (to our Columbia 
Plant) are less than the costs to move Powder River coal out of 
vlyoming to the same Columbia Plant. 

Rr1G: 1:3. 'I Iss 
U50219a 

Sincerely, 

r" (~ 
~',f:'} 

Wisconsin's h(~artlan(J , , , on tile grow, ~,.,J 
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t 
MIDWEST ENERGY RESOURCES COMPANY 
2000 Second Avenue, Detroit, Michigan 48226 (313)963-6156 

Superior MidwF.:st Energy Terminal 
P.O. t30x 787 
Superior. Wisconsin 54880 
Telephone: (715) 392-9807 

February 15, 1985 

Hr. .Tames Hockler 
Executive Directon 
Montana Coal Council 
2301 Colonial Drive 
Helena, Montana 59601 

DedI" Jim: 

SENJ~.~~: ,;~ 

EXHlBlT NC __ , _____ _ 

DAT ttt.L 27, / ?-
BIU 5/.3.2.1 ' 'II,.;. ...... 

You mentioned that there 'is still some concern ·t,hat any benefit .. ; 
received from a reduction if)'· the Montana Severanc~ Tax \-1Quld or 
could be of~!set through rate increases by the Burlington Norther:l. 

We, as you know, have a long-term contract with the Burlington 
Northarn and nowhere in our cbntract are any provisions or im
plications which would allow the Burlington Northern to increase 
our rate~ flue to ~ reduction of severance or any taxes. In , 
conversat{ons that I have had with other shippers, I have fou~d 
this to be ,the case in their contracts also. 

If any additional inf6rmation" is needed, ple'ase get back with me. 

JAE:th.' 
cc: DCt1cDonald .. 

Sincerely, 

I,/V.'/ i J Myi/ 
John A. Ethen f General Hanager 

" 

~'~)r~.~',7; f.~:.' . ~~~: ~.-: ~~ .... ~- ~~ 

~ :', . , .. i. ) 

r: =- Q :. . I 



TESTIMONY FOR HOUSE BILL 39 

The Department requested this bll I to help offset the general revenue 

shortfal I confronting us. This bll I would transfer $1.143 mil I Ion to the 

general fund, would Improve the effectiveness of the state buildings energy 

retrofit portion of the program, and would suspend the grant and loan portion 

of the program for three years In response to reduced future program funding. 

Speclflcal Iv, this bll I does five things: 

First, It transfers $1.143 mil I Ion from the Alternate Energy and Energy 

Conservation Research, Development and Demonstration account to the general 

fund; 

Second, It suspends the grant and loan portion of the program for a period 

of up t~ three years; 

Third, It authorizes DNRC to continue to select buildings and award grants 

for energy retrofits of state buildings, rather than requiring DNRC to seek 

legislative approval of every building to be retrofitted; 

Fourth, It requires a biennial report to the Legislature on the 

effectiveness of the grants that are awarded; 

And final I y, It requ I res that state bu II ding energy retr~~rtl\~T,~,~T1BR ,'. 

administered according to the state's construction laws. E.:; .. :.J 9 ---'------
DATtO?> . 27. 19 %(p 

81ll~ <':..., .!1t3 3 ? ., 
.vv"'" 1.:>(1.1 



This bll I makes a substantial contribution toward balancing the state's 

budget by transferring $1 mil I Ion from the Alternative Energy earmarked account 

to the general fund on June 30th of this year and an additional $143,000 during 

the next fiscal year. The funds wll I be transferred In two payments to ensure 

that an adequate cash flow can be maintained In the, ac~ount. 

With reduced severance tax revenues, there Is not sufficient revenue to 

continue al I parts of the program and transfer funds to the general fund. The 

current law requires the Department to give grants for energy retrofits of 

state buildings as wei I as grants and loans for renewable energy and energy 

conservation projects. Section 4 on page 4 of this bll I gives the Department 

the ability to defer awarding grants and loans for alternative energy projects 

for the next three years, but does not preclude the Department from making an 

award for an exceptional project. 

While there Is a need to continue to research, develop, demonstrate and 

commercial ize renewable energy and energy conservation technologies and to have 

these technologies available when energy costs Increase, there Is a more 

Immediate need to reduce operatlong costs of state government by retrofitting 

state buildings. This provides not only Immediate savings to the state budget, 

but also long-term savings. 

Grants were made for state building retrofits for the first time this 

year. The program Is a good one, however, these two changes are proposed to 

Improve the effectiveness of the program. The first change would enable us to 

SENATE TAXATION " .. 

E"~J'~'T r'o {I n -~---
Di\iIC~~ 2. 7, 17lG 
BILL NO. Ii 15 s 7 



L -"I' L ' ... r ," ___ " , 

continue to leverage federal funds for grants and the second would provide more 

accurate Information for the legislature to make decisions regarding the Impact 

of grants on agency budgets. 

When the program was Initiated the Department was to select buildings to be 

retrofitted for two years and then beginning In 1987 the Legislature would 

select the buildings. 

Requiring the legislature to approve every building to receive an energy 

retrofit limits the ability of the Department and participating agencies to 

Incorporate energy retrofits with ongoing building maintenance and renovation 

In a timely and cost effective manner. It also limits the opportunity to 

leverage federal energy conservation funds that stretch state dol lars. Some 

state buildings, primarily In the university system and state hospitals, are 

eligible for these federal funds that are awarded on an annual basis according 

to strict criteria and time schedules. Three of the four buildings that we 

funded In FY 86 also received federal funds, so that nearly $100,000 of federal 

funds were combined with state funds. 

Several state agencies told us that one provision of the current law would 

discourage them from participating In the energy retrofits. That Is the 

provision that their agency budgets would be reduced based on the estimated 

savings In energy costs. The agencies would have no assurances that the 

estimated savings would actually be realized. Most buildings do not have 

Individual meters or historic consumption records, which makes It difficult to 

compare energy usage. Also savings are difficult to predict with any certainty 

because energy use Is Influenced by such things as occupant be~~Aflf~A~fl~r, 

maintenance and other factors that are difficult to predict. EXHIBIT No. __ C.:....l ____ _ 

DATE.. i3#:./yf..j 2- 7, J C; f (" 
BJU NO. 1113 3 'i 



Section 2 deletes theprovls.lonjor le.9lsJatlve approval of every bulJdlng 

to be given a grant for energy con~~rvatlon. This section also ellmrnates the 

requ I rement that agency budgets "be }ed~c~d based on pred I cted sav I ng5. In 

section 3 the bll I requires the Department to report to the legislature on a 

biennial basis Information on Individual grant projects and the effectiveness 

of those projects. This Information wll I be more rei lable than predicted 

energy savings, and the legislature could use this Information to reduce energy 

budgets. 

We feel that these changes wll I accompl Ish the purpose the legislature 

Intended, wll I provide an Incentive for agency participation and wll I al low the 

opportunity to leverage federal funds and to schedule retrofits In conjunction 

with work planned as regular building maintenance or as part of the long-range 

building program. 

This bll I also provides rule-making authority for the Department to 

Implement this bll I In section 1 and requires section 3 that grants In state 

governmental units wll I be administered In accordance with the state 

construction laws through the Department of AdminIstration. 

This bll I wll I provide over $1 mil I Ion In additional revenues to the 

general fund and will Improve the effectiveness of the Alternate Energy 

Program. 

I urge you to pass this bll I. 

SENATE TAXATION '.' .~~ 
E\~r: ~ .. - ~.'~ <9 
D'~\iT ~{..-~-2-7-, -IC;-f-'(-, 

BILL NO.... f/ 1339· 
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1. Page 7, Line 2. 
Str I ke: "$143,000" 
Insert: "$350,000" 

PROPOSED AMENDMENT 
HOUSE BILL 39 

TH IRD READI NG COpy 

Comment: This amendment makes the amount transferred to the general fund 
consistent with what was transferred In the appropriations bll I (HB 30). 

SENATE TAXATION 
II 
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Table 2 
,'ienewabl e E:1ergy and C.)nservatlon .=rogram ... j 987 8i-enn{ urn 3udget 

Balance Availabl e July I, 1985 . r-

~aVenl!e9stjmate for Fiscal 1986~nc 1987 
C.:al Tax 
L~an Repayments 

Total Revenue 

Ac,:;-~~ai s deool [gated at end of ~y a6 

Total Funds Avallabl e 

Cantral Ized Services DIvIsion Apcroorlatlcn 

OperatIng Expenses 
Acministratfon' 
C;)ntrac1"ea Services 
~-iatch fer Federal Grants 

Ictal O;Jeratlng E~{penses 

Grants Awarded to 6/01/86 
S7ate Su i I dIng 
Renewabl e E;1erg'l and G0nser'/:3t'f ,::n Slants 

Tcral Grants Awarded 

Sa! ance before raai I ccati cn to gener11 fund 

I,-ansfer of S1, i 43,000 in G'Jverncr 1'3 ! ssue 3 

Salance Avail able fer Sta1"9 3uil ding Retrofits 
1 n F"( 37 

Si., 96a', 7·:8 
.;l.i5.JOO 

97 ~33 . 
229~~50 

:s 287,328 
63i t.225 

... :':J1 """{8* .J ....., .• J~-

S2,l13,728 

626,035 

53 ,Sa! ,001 

[:52,i53] 

C305,543J 

51,797,346 

.$ 55J,3do 

*7he balance does not Inc~de ~he S2,OOO,JOO apDr=Dr:a~ea to science and 
technci~gy. 

SENATE TAXATION 

UHI~ I~ Ma.::z, /9,£(0 
... - !lt339 

...... 



AL TERNATIVE ENERGY PROGRAM 

F.T.E. 

Personal Serv ices 
General Operating Expenses 
ConTracted Services 
Program Admin. - Subtotal 

State Bldgs Program Grant Awards 
Renewable Energy Grant 
Renewable Energy Loan A~ards 

Match for Federal Programs 

Progra'll Total 

Spe=!al Appropriation for 
Central ized Services 
Division 

FlscaliYear 1986 

8.25 

$ 215,054 
57,800 
37 zS53 

l 310 t 407 

$ 287,5283 . 
390,5703 
175,0003 

77,000 

$ 1 ,240,505 

106,1 4 4 

11 Salaries are based on the FYS7 Pay Matrix. 

Fiscal Year 1987 
(Sefore House 
ACt i on on H830) 

6.25 

$ 170,191 1 
35,900 . 
60 z0002 

$ 266,091 

~ 607,759 , .JJ 

0 
0 

$ 1,026,000 

$ 46,609 

Fiscal Year 1987 
(After House 
Action on HB30) 

6.2.5 

$ 170,191 
35,900 
60.000 ,. 266,09i J, 

S 400,759 
0 
0 

i52.i50 

819,000 

$ 46,609 

l/ This $60,000 would pay for energy studies on state buildings. An EPP 
request for Exxon funds to perform energy studies on state bUildings 
through the State Energy Conservation Program has been submitTed. If the 
Exxon funds are available, they wil I be usee In I ieu of al I or part of the 
AlternaTive Energy Funds for the energy studIes on state buildings. 

~ Grant and loan awards have not been final ized for FY86. 

SENATE TAXATION 
EXHIBIT NO. // ---.:..----
DATE.5)kr< 27! N g G 
Btu. ffo... I fl3 ,39 
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