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45th legislature LC 0544/01 

2 INTRODUCED Y!Jfl~ll~ 
3 

4 A BILL FOR AN ACT 

5 84-1313o R.C.Mo 1947, TO DEFINE NU~COMPLIANCE COAL AND 

6 ENVIRONMENTAL BENEFICIATION; AND AMENDING SECTION 64-1314 TO 

1 REDUCE SEVERANCE TAX ON NONCOMPLIANCE COAL AND TO EXEMPT 

6 ENVIRONMENTAL BENEFICIATION COSTS FROM CONTRACT SALES 

9 PRICE." 

10 

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

• 12 Section 1. Section 84-1313, R.c.M. 1947• is asended to 

13 read as follows: 

14 "84-1313. Definitions. As used in this chapter ~ 

15 f2llowjng definitions aqpJy: 

16 (1) •contract sales price• or •value• means either~ 

17 (a) the price of coal extracted and prepared for 

18 shipment t.o.b. mine, excluding that amount charged by the 

19 seller to pay taxes paid on production~ and that cost 

20 jncurred ~enyjronmental beneficiation: o~ 

21 (b) a price imputed by the department under ~eet~oft 

22 84-1318. 

23 (2) "Energy conversion process• includes 3ny process 

24 by which coal in the solid state is transformed into slurr~ 

25 QL gas, electric energy, or any other form of energy. 
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(4) 

•Produced• means severed from the earth• 

•strip mining• or •surface mining• is defined 

~eet~on 5D-103bo 

in 

(51 •underground mining• means a coal •ining method 

utilizing shafts and tunnels, and not regulated under 

seet+<Oft 50-1039. 

(b) •Ton• means two-the~sftftd-t2tOOot pounds. 

(7) •oepart.ant• means the department of revenue. 

(B) •Taxes paid on production• include any tax paid to 

the federal, state, or local governments upon the quanti t.l" 

of coal produced as a function of either the volu.e or the 

value of production, and do not include any tax upon the 

value of mining equip-ant, •achinery, bt buildings and 

lands. any tax upon a person's net income derived on whole 

or in part from the sale of coal, or any license fee. 

!9\ "Noncompliance coal• aeans_any coal tbat_ in its 

natural state e•its more tnan·1.2 pound5-Qf sulfur djoxide 

LSQ2\ per million Sty•s when burned. 

(lp) •Enyjronmental beneficiation• means any gro¢ess to 

whiCh ·coal i.s ·subje<;ted to make the use of such ega] more 

envi ron•entall"y acceptable," 

Section 2. Section 84-1314r R.c.M. 1947• is amended to 

read as follows: 

"84-1314. Severance tax r-ates i10posed 

exemptions. L~ A severance tax is imposed on each ton of 
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l coal produced in the stateo in accordance with the following 

Z schedule: 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1Z 

13 

til Heating quality 

(Btu per pound 

of coal 1: 

Under 7o000 

7o000-8o000 

8o00D-9o000 

Over 9o000 

Surface Underground 

Mining Mining 

1Z cents or 5 cents or 

ZO:t of value 3% of value 

ZZ cents or 8 cents or 

30% of value 4% of value 

3'> cents or 10 cents or 

30% of value 4% of value 

40 cents or 12 cents or 

30l; of value 4% of value 

14 lbl Nopcgegljance 12 cents or 5 cents or 

15 coal zo; of yalue 3\ of yalye 

16 !Zl Tne for•ula which yields the greater a~unt of tax 

17 in a particular case shall be used at each point on this 

18 schedule. -Ye+ae&-•een~fte-eontraet-se+es-pr*eew 

19 Lli A person is not liable for any severance tax upon 

20 the first five thousand (5o000) tons of coal he produces in 

21 a quarter-year. 

ZZ lH Noncoapliance coal shall be taxed according -XQ 

Z3 subsection lllfbl aboye so Jpng as such ngncgwpljance coal 

24 js to be sypfected to enyfrqn~ental beneficiation prior ~ 

25 use jn an energJ conver~ process.• 

-End-
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STATE OF MONTANA 
REQUEST NO. 126-7? 

FISCAL NOTE 

Form BD-1~ 

In compliance with a written request re..:aived January 20 , 19 ___]:!_ , there is hereby submitted a Fiscal Note 

for House Bill 269 pursuant to Chapter 53, Laws of Montana, 1965- Thirty-Ninth Legislative Assembly. 

· Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION 
This bill defines noncompliance coal and environmental beneficiation; and reduces 

severance tax on noncompliance coal and exempts environmental beneficiation costs from 
contract sales price. 

ASSUMPTIONS 
1. The Department of Revenue coal severance tax revenue estimates of $41.187M in FY 78 

and $51.257M in FY 79 were assumed correct. 
2. It appears that only one company would have coal that would benefit from a bene-

ficiation process during the biennium. 
3. 2.5M tons would be subject to beneficiation, 1/2 in each of FY 78 and FY 79. 
4. The cost of beneficiation would be $1/ton. 
5. Administrative costs would remain unchanged. 
6. The definition of beneficiation would be changed so that not all coal mined would 

qualify, 
(Information supplied by Montana Energy Advisory Council) 

FISCAL IMPACT 
If the proposed bill is enacted coal severance tax revenue would fall by approximate!~ 

$1.002 million in FY 78 and $1.003 million in FY 79. 

EFFECT ON COUNTY REVENUES 
4%. of the coal severance tax is returned to the counties, so any changes in revenue 

collected under the severance tax law will be reflected in local revenues collected in 
counties which coal is mined. 

LONG~RANGE EFFECTS 
It is conceivable that a considerable amount of coal could be placed in this category 

if industries operating coal mines in Montana find it economically feasible to implement 
beneficiation process at the sight of the mine. 

TECHNICAL NOTE 
Section 1 subsection 10 should be changed the way it now reads. "Any process to which 

coal is subjected to make the use of such coal more environmentally acceptable." Under 
this definition simple drying of coal would qualify. The definition should limit eligibility 
to any process which brings noncompliance coal into compliance. 

PREPARED BY DEPARTMENT OF REVENUE 

Office of Budget and Program Planning 

Date: .1- ~ ..,_.,.. -7 7 ...., 
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A BILL fOR AN ACT 

84-1313o R.C.M. 1947, TO DEfiNE NONCOMPLIANCE CaAL AND 

ENVIRONMENTAL BENEf1CIATiaN; AND AMENDING SECTION 84-1314 TO 

REDUCE SEVERANCE TAX ON NONCOMPLIANCE COAL AND 10 EXEMPT 

ENVIRONMENTAL BENEfiCIATION COSTS fROM CONTRACT SALES 

PRICE." 

BE IT ENACTED BY THE LEGISLATURE Of THE STATE Of HOWTANA: 

Section 1. Section S4-l313o R.(.M. 1947o is ameAded to 

read as follows: 

"84-1313; Definitions. As used in this chapter tD£ 

fQlloWjng defjnitjorts apply: 

(l) •contract sales price• or •yalue• means either~ 

(a) the price of coal extracted and prepared for 

shipment f.o.o. mine, excluding that amount charged by the 

seller to pay taxes paid on productiony and that cost 

.iJK.u..r~f.QL_eny i [onmentaJ bene(-ic j at ion; or 

(b) a price imputed by the department under ~ee~~on 

84-1318. 

(2) "Energy conversion process" includes any process 

by which coal in the solid state is transfor~ed into slurryY 

QL gaso electric energy, or any other form of energy. 
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(3) 

(4) 

"Produced" means severed from the earth. 

•strip mining" or •surface mining• is defined 

~ee~+on SD-1036. 

in 

(5) "Underground mining• means a coal mining method 

utilizing shafts and tunnels• and not regulated under 

~ee~n 50-1039. 

(6) •ron• woeans 

(7) •oepartaent• means the departaent of revenu~. 

(8) '"Taxes paid on production• include any tax paid to 

the federal. state, or local gover~nts upon the quantit~ 

of coal produced as a function of either the volume or the 

value of production, and do not include any tax upon the 

value of mining equipaent, aachineryo •r buildings and 

landso any tax upon a person's net incoae deriv~d in w~le 

or ;·n part from the sale of coalo or any license fee. 

C9I •Naricgagliqncs coal• .eans any ppaJ that in its 

natural $tate emits aore than·l.Z oouod$ Of sulfur digxide 

(S02) per million Btu•s when byrned. 

(10, •Enyiroomental beneficiation• means apy process to 

whjCh ·coal is ·sybjeCted to ~e the use of such cpal mpre 

enyirOnmentaJly gCCeptab~" 

Section 2. Section B4-l314o R.C.M. 1947• is amended to 

read as follows: 

•s4-1314. Severance tax rates imposed 

exemptions. Lli A severance tax is iuposed on each ton of 
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1 coal produced in the stateo In accordance with the following 

Z schedule: 

3 1~ Heating quality Surface Underground 

4 (Btu per pound Mining Mining 

5 of coal): 

6 Under 7,000 12 cents or 5 cants or 

7 20:11: of value 3% of value 

8 7o000-8o000 22 cents or 8 cents or 

9 30:11: of value 4% of value 

10 8oDOD-9oOOO 3~ cents or 10 cents or 

ll 30% of value 4% of value 

12 Over 9o000 40 cents or 12 cents or 

13 30% of value 4% of value 

14 

15 

16 

lbl No~!ance lZ ·cents or 5 cents o( 

coal -~- ZO% of value 3% of value 

~ The for•ula.which yields the greater amount of tax 

17 in a particular case shall be used at each point on this 

18 schedul eo -v .. ~-u---.... ~-eont:-l"aet;'-stt+es-1'1"~"'e-. 
19 Lll A person is not liable for any severance tax upon 

20 the first five thousand (5oODO) tons of coal he produces in 

21 a quarter-year. 

1 I .be taxed- according to cog liance cpa) sba 22 

14 r Non P pl ; aoce coal 
aS such ngncow - fl!fb) aboye so long 

23 li~-LQD f. "atipn prjoc_~ 
·- gnmerttal bene •c• - U ·ected t.o envt.r 24 is to be su ' 

. ener~y conyers' ·on grocess.• 
25 use In an -End-
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