
February  8 ,  1977 

The N a t u r a l  Resources subcommittee on E x t r a c t i o n  and Convers ion  
m e t  a t  7:05 p.m. i n  room 437 on February  8 ,  1977, w i t h  Chairman 
Kessler p r e s i d i n g  and a l l  members p r e s e n t .  

P a t  Hooks, Kni fe  R iver  Coal  Company, was p r e s e n t  t o  g i v e  t e s t i m o n y  
on l i g n i t e  c o a l  and why i t  i s  i n  a  lower  t a x  b r a c k e t .  

M r .  Hooks s a i d  i n  1976 t h e  f i v e  p roduc ing  mines produced i n  e x c e s s  
of  25 m i l l i o n  t o n s .  Three  o f  them--Decker, Westmoreland and Peabody-- 
produced subbi tuminous  and it was a l l  e x p o r t e d .  Western Energy,  
a  s u b s i d i a r y  o f  t h e  Montana Power Co. ,  produced a b o u t  a  m i l l i o n  t o n  
which was consumed by t h e  C o r r e t t e  p l a n t  i n  B i l l i n g s .  C o l s t r i p  I 
and 2 w i l l  a l s o  use  t h i s  c o a l - - a l l  o f  which i s  subbituminous--and 
e v e r y t h i n g  t h e y  produce i n  e x c e s s  of  1 . 2  m i l l i o n  t o n s  i s  e x p o r t e d .  

Kni fe  R i v e r  i s  a whol ly  owned s u b s i d i a r y  o f  t h e  MDU and t h e y  s e r v e  
e a s t e r n  Montana, e x c e p t  f o r  e l e c t r i c i t y  i n  B i l l i n g s .  They have a 
s m a l l  g e n e r a t i n g  p l a n t  i n  Sydney and i n  t h e  1950s opened a l i g n i t e  
mine i n  Savage,  Montana, and mine between 300,000 and 325,000 t o n s  
a  y e a r .  A 1 1  t h e  p r o d u c t i o n  of  t h e  Savage mine i s  t a k e n  by r a i l  
t o  Sydney where i t  i s  consumed i n  t h e  p l a n t .  Energy from t h i s  p l a n t  
h e l p s  f u r n i s h  e l e c t r i c i t y  needed i n  t h i s  a r e a .  The mine a t  Savage 
had no a d v e r s e  impact  on t h e  community--the 26 t o  30 employees a r e  
welcomed l i k e  a  lumber m i l l  employees i n  w e s t e r n  Montana. There  a r e  
none of  t h e  problems l i k e  t h e  Decker a r e a .  

H e  s a i d  t h e y  f o r e s e e  o n l y  mining l i g n i t e .  He s a i d  t h e  c o s t  o f  producing 
is  h i g h  f o r  t h e  low BTU c o a l  and t h e  r e a s o n  f o r  t h i s  i s  t h e  amount 
of  overburden f o r  one t h i n g .  T h e i r  overburden i s  75 t o  80 f e e t  t o  
g e t  a t  a  seam o f  15 f e e t .  H e  s a i d  c o n t r a s t  t h a t  t o  Decker which 
has an overburden o f  a b o u t  t h e  same b u t  a  50 f e e t  seam. H e  s a i d  
Decker i s  t h e  b i g g e s t  c o a l  mine i n  t h e  wor ld .  He s a i d  Decker West 
w i l l  have a n  overburden o f  40 f e e t  t o  g e t  a t  40 f e e t .  Secondly a  
s m a l l  mine l i k e  t h e i r s  c a n ' t  s u p p o r t  t h e  machinery o u t l a y  t h a t  a  
l a r g e  mine can .  H e  s a i d  t h e i r  Buelah ,  N D ,  mine a v e r a g e s  22.7 thousand 
t o n s  p e r  y e a r  p e r  man, w h i l e  t h e i r  Savage mine i s  14.9--and t h e  d i f -  
f e r e n c e  i s  due t o  t h e  s h o v e l  and t y p e  o f  machinery.  T h i r d l y ,  t h e  
r e c l a m a t i o n  b i l l - - t h q  a v e r a g e  $lO,000 p e r  acre--12 a c r e s  have been or  
a r e  b e i n g  mined. H e  s a i d  t h e y  had checked t o  s e e  i f  t h e y  c o u l d  buy 
c o a l  f o r  t h e i r  p l a n t  c h e a p e r  b u t  they  cou ldn '  t. 

On t a x e s  he s a i d  t h a t  when you t a x  subbi tuminous  which goes  o u t  o f  
s t a t e  you a r e  t a x i n g  consumers a l l  th rough  t h e  midwest--but when you 
t a x  l i g n i t e  you a r e  t a x i n g  Montana p e o p l e  a s  a l l  t h e  l i g n i t e  i s  used 
i n  s t a t e .  Anything under  7,000 BTU v a l u e  i.s c o n s i d e r e d  l i g n i t e .  
Taxes on c o a l  b e f o r e  p r o d u c t i o n  t a x e s  a r e :  s e v e r a n c e  t a x ,  g r o s s  
p roceeds  t a x  ( p r o p e r t y  t a x ) ,  g o v e r n o r ' s  r e s o u r c e  and indemni ty  t r u s t  
t a x  fund--1/2 o f  1%. H e  gave f i g u r e s  t o  show how t h i s  worked o u t  
p e r  t o n :  Decker-$5.123; Kni fe  River-$5.09;  Westmoreland-$4.30; W e s -  * 
t e r n  Energy-$3.56; and Peabody--$. 01. 
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I n  r e p l y  t o  a  q u e s t i o n  a b o u t  r e v e g i t a t i o n  he  s a i d  companies  would l i k e  
t o  see c r o p s  and c r e s t e d  whea t  g r a s s  p e r m i t t e d .  

H e  s a i d  noone s h i p s  l i g n i t e  i n  e x c e s s  o f  375 m i l e s .  H e  s a i d  t h e  
d i f f e r e n c e  between it and  s u b b i t u m i n o u s  i s  t h e  m o i s t u r e  c o n t e n t - -  
h e  s a i d  i t  was a b o u t  l i k e  compar ing  a  c a d i l l a c  w i t h  a v o l k s .  

H e  s a i d  t h e i r  company i s  a l l  r i g h t - - t h a t  K n i f e  R i v e r  i s  making money. 
When a s k e d  on e m i s s i o n s  h e  s a i d  t h e  c o a l  mine h a s  had a  few v i o l a t i o n s  
when t h e  s h o v e l  h a s  g o t  beyond t h e  p e r m i t  a rea- -no  p rob lem a t  t h e  
p l a n t  i n  Sydney. 

Chairman Kessler t h a n k e d  M r .  Hooks f o r  s h a r i n g  h i s  knowledge w i t h  
t h e  commi t t ee  and  t h e n  a s k e d  t h e  commit tee  members t o  l o o k  a t  t h e  
rest o f  t h e  p r o p o s a l s .  H e  a s k e d  t h e  commit tee  members i f  t h e y  wanted  
t o  c o n t i n u e  t o  work on p o l i c y  o r  t o  s t a r t  on b i l l s .  Motion was 
made and  c a r r i e d  unanimous ly  t o  work on t h e  p o l i c y  f i r s t .  

P r o p o s a l  1 4 .  HB 2 0 4  h a s  a l r e a d y  t a k e n  c a r e  o f  t h i s .  

P r o p o s a l  15--OK 

P r o p o s a l  16--Uranium mora to r ium w i l l  e n d  i n  March--Graham h a s  a  b i l l  
t h a t  w i l l  c o n t i n u e  t h e  mora tor ium.  S t r i k e  "uran ium e n r i c h m e n t  p l a n t s "  

P r o p o s a l  1 7 .  I t  was men t ioned  t h a t  P a t  Hooks t e s t i m o n y  p r o v e d  t h a t  
s m a l l  s c a l e  p l a . n t s  c a n  work. I t  was men t ioned  t h a t  c o - g e n e r a t i o n  
c o u l d  t a k e  a d v a n t a g e  o f  w a s t e  h e a t ,  and  s h o u l d  b e  men t ioned  i n  t h e  
t e x t .  

P r o p o s a l  18 .  Rep. E r n s t  men t ioned  t h e  p o s s i b i l i t y  o f  a  p l a n t  o c c u r r i n g  
a c r o s s  t h e  b o r d e r  and  t h e  t a x  b a s e  b e i n g  l o s t  t o  Montana b u t  n o t  t h e  
p o l l u t i o n .  I t  was d e c i d e d  t o  h o l d  o f f  and  see what  t h e  f e d e r a l  p o l i c y  
w i l l  b e .  Rep. Kessler s a i d  he  would l i k e  t o  have  men t ioned  t h a t  
a g r i c u l t u r e  i s  Montana ' s  number one  i n d u s t r y .  

Proposal  19. OK 

P r o p o s a l  2 0 .  Montana s h o u l d  have  c o n s i d e r a t i o n  f o r  i t s  n e i g h b o r s .  
The l a s t  p a r t  o f  t h e  p r o p o s a l  i s  t o  r e a d  "and  Montana s h a l l  g i v e  t h e  
same c o n s i d e r a t i o n  t o  i t s  n e i g h b o r i n g  s t a t e s  and p r o v i n c e s .  

Meet ing  a d j o u r n e d  a t  9 :  1 5  p.m. 

R e s p e c t f u l l y  s u b m i t t e d ,  

I 

/&L&2$,4bL-. 
GERALD KESSLER, Chairman 




