
MINIJTES OE' THE MEWTING 
TAXATICN COMMITTEE 

m m  STATE smAm3 

February 4, 1977 

The eighteenth meeting of the Taxation Committee was called 
to order in Room 415 of the State Capitol Building on the above 
date by Chairman Mathers at 8:00 a.m. 

ROLL CALL: Roll call found all of the members present. 

The following witnesses were present: 

Zack Stevens 
Steve Turkiewicz 
Steve Elliot 
Ward Shanahan 
Rich Weddle 
Rod Wilson 
Pat Smith 
Jim Mockler 
Jim Burnett 
Norris Nichols 
John Clark 
Tom Windsor 
Harrison Fagg 
Dan Mizner 

Farm Bureau 
Mont. Assoc. of Counties 
Wesco Resources 
Dreyer Bros. Inc. 
DCA Planning 
Blgs. Chamb. of Commerce 
Northern Plains Res. Council 
Mont. Coal Council 
Self 
Dept. of Rev. 

I' 

Mont. Chamber of Comm. 
Rep., Dist. 63 
Mont. League C. & Towns 

CONSIDERATION OF SENATE BILL 181: Mr. Nichols was intro- 
duced to explain the bill which was sponsored by Sen. Mathers. 
He said the bill had been written to exempt 'non-commercial vehi- 
cles' from paying a diesel fuel license and to give such vehicles 
a courtesy permit for a 90-day period. He said there were numer- 
ous church-sponsored groups, civic groups, etc., considered non- 
profit organizations, who wished to spend a number of days in the 
state and this bill would allow them such a permit. He said the 
groups brought money into the state through motel, hotel use and 
felt the courtesy was fair. 

The Chairman called for other proponents of the bill and as 
there were none, asked for opponents. Following this the comrnit- 
tee asked several questions of Mr. Nichols. The term 'non-commer- 
cial' vehicles was discussed and Roger Tippy was instructed to 
consider the rewording of the description of the vehicles. Fol- 
Lowing this, the hearing was concluded on SB181. 

CONSIDERATION OF SENATE BILL 212: Sen. Towe said his bill 
increases the severance tax on lignite coal over 7,000 BTU, from 
the present 20% to 3 0 % .  All such coal that is strip-mined would 
be taxed at 30% of the value. He distributed Exh. #1, attached, 
to illustrate the BTU of coal in state mines and showed that his 
bill would affect only the Knife River mine at Savage. He also 
distributed Exh. #2, which showed price per ton, average, being 
paid for coal in the state in the last 3  years, and compared the 
price MDU is paying for Knife River coal, showing it to be lower 



t han  t h a t  p a i d  a t  o t h e r  mines. H e  s a i d  t h e  p r i c e  p a i d  by MDU 
t o  Knife  River  was p a i d  t o  a  ' c a p t i v e  audience '  and s a i d  he  saw 
no reason  why t h e  c o a l  should n o t  be  on compe t i t i ve  b a s i s  a s  is  
o t h e r  c o a l  mined i n  t h e  s ta te .  H e  a l s o  r e f e r r e d  t o  a t a x  book- 
l e t  pub l i shed  i n  North Dakota, i n t roduced  as Exh. # 3 ,  a t t a c h e d .  

Chairman Mathers asked f o r  o t h e r  proponents  of  t h e  b i l l  and 
M r .  Smith s a i d  h i s  group i s  concerned about  Eas t e rn  Montana s i n c e  
c o s t s  of development have been m e t  by t h e  r e s i d e n t s  of  t h e  a r e a .  
P rope r ty  owners t h e r e  have picked up a l a r g e  p a r t  of t h e  c o s t  of 
t h e  impact  and he  f e l t  t h a t  t h e  30% is  n o t  exces s ive .  

The Chairman then  c a l l e d  f o r  o t h e r  proponents  o f  t h e  b i l l  and 
t h e r e  be ing  none, pe rmi t t ed  t h e  opponents o f  t h e  b i l l  t o  speak.  
M r .  Hooks s a i d  t h a t  t h e  Knife  River  Coal Co. had been i n  b u s i n e s s  
long b e f o r e  o t h e r s  o f  t h e  l a r g e  c o a l  companies i n  t h e  s t a t e  and 
t h e  impact ,  if any, had long s i n c e  been p a i d  f o r .  H e  d i s t r i b u t e d  
Exh. # 7 ,  a t t a c h e d .  H e  f u r t h e r  s t a t e d  t h a t  h i s  company mines r e l a -  
t i v e l y  s m a l l  amount of  c o a l ,  perhaps  300,000 t o n s  p e r  y e a r ,  and 
t h e i r  o p e r a t i o n  must be  cons idered  small. H e  s a i d  a l s o  t h a t  t h e  
smaller t h e  o p e r a t i o n  t h e  g r e a t e r  t h e i r  c o s t s  i n  e x t r a c t i n g  t h e  
c o a l .  H e  con t inued  say ing  t h e i r  rec lamat ion  c o s t s  of  l e v e l i n g  and 
seed ing  was ve ry  h igh  p e r  a c r e  and f e l t  t h e s e  c o s t s  t o o  should be  
cons ide red  when a r a i s e  i n  severance  t a x  i s  contemplated.  Fo l lo -  
wing h i s  tes t imony M r .  Shanahan addressed  t h e  group and s a i d  t h a t  
a l though  t h e  t a x  would n o t  apply t o  h i s  company, he thought  t h a t  
t h e  b e n e f i t s  of c o a l  mining i n  t h e  s t a t e  should be  looked a t  a s  
w e l l  a s  t h e  n e g a t i v e  s i d e ,  such a s  t h e  impact  t o  t h e  a r e a s  n e a r  
t h e  mines. 

Sen. Thiessen  o f  D i s t .  2 7 ,  whose s e n a t o r i a l  d i s t r i c t  i s  nea r  
t h e  Knife  River  mine, spoke about  t h e  b e n e f i t s  t h e  company had 
brought  t o  t h e  town of Savage and surrounding a r e a ,  t h e  people  
who had been p u t  t o  work i n  t h e  mine, t h e  $300,000 p a y r o l l  t h a t  
f i n a n c i a l l y  b e n e f i t e d  t h e  a r e a .  M r .  Mockler s a i d  l i g n i t e  c o a l  
cannot  be  sh ipped  a  g r e a t  d i s t a n c e  and s t i l l  be economical ly  pro- 
f i t a b l e  f o r  t h e  companies, t h u s  i t s  consumption w i t h i n  t h e  s t a t e ,  
i n  t h i s  c a s e  a t  t h e  s t a t i o n  near  Sidney,  was most p r a c t i c a l  for 
t h e  purchaser .  M r .  E l i o t t  spoke a l s o  i n  o p p o s i t i o n ,  s u p p o r t i n g  
t h e  prev ious  tes t imony.  

The Chairman c a l l e d  f o r  o t h e r  opponents and t h e i r  s t a t e m e n t s  
and then  pe rmi t t ed  c l o s i n g  by Sen. Towe. H e  i n t roduced  Exh. # 4 ,  
a t t a c h e d ,  and s a i d  he  had no i n t e n t i o n  of caus ing  economic hard- 
s h i p ,  a s  he f e l t  t h a t  even wi th  t h e  30% severance  tax,  Knife  R i -  
ver would con t inue  mining c o a l  a t  their p r e s e n t  l o c a t i o n .  

Following h i s  c l o s i n g ,  t h e  Chairman s a i d  t h a t  due t o  l a c k  o f  
a d d i t i o n a l  t i m e  it would be  necessary  t o  f u r t h e r  d i s c u s s  t h e  b i l l  
i n  e x e c u t i v e  s e s s i o n  of t h e  committee. There were a number of  
q u e s t i o n s  t h e  committee wished t o  ask.  

CONSIDERATION OF SENATE BILL 74:  Sen. S to ry  s a i d  t h e  pur-  
pose  of h i s  b i l l  i s  t o  r e p e a l  t h e  Montana Economic Land Develop- 
k e n t  A c t .  H e  s a i d  he  wanted it repea l ed  i n  i t s  e n t i r e t y  as t h e r e  
a r e  many problems w i t h  it, i t s  mechanics, i t s  ph i lo soph ie s .  He 



said there is another bill in the House as well, HB630, but asked 
the Senate to repeal MELDA. Mr. Groff o f  the Department was also 
present and w a s  in support of the repealer, saying these is a com- 
mittee that is making a study of the bill and perhaps from this 
study some of the good points in the bill could be legislated and 
he hoped that action might be deferred until the study group could 
present their report, However, he stated there were numerous prob- 
lems for the Department in MELDA. Mr. Burnett stated he favored 
repeal of the bill and reiterated what Sen. Story had to say. Mr. 
Turkiewicz also gave his support of the bill and presented Exh. #5, 
attached. Mr. Weddle said he too supported the repeal and presen- 
ted some testimony, Exh. +6, attached. 

The Chairman then called for opponents to the repeal and the 
bill's author, Rep. Fagg, spoke first, giving a brief history of 
the bill. He said he had presented his bill to many individuals 
and groups throughout the state and although they agreed that the 
basic principle w a s  sound and progressive, he admitted there were 
problems in implementing. He cited a number of examples of indi- 
viduals and/or firms who had tentative plans for construction in 
the state and were awaiting the outcome of MELDA before finalizing 
their plans. He therefore thought the incentives contained in 
his act were conducive to progress and hoped that the committee 
would wait for the new bill, HB630, which had resulted from a re- 
vamping of his original bill. He stated that he had cooperated 
with the Dept. of Rev, and DCA and attempted to draw up a more 
workable piece of legislation from his bill. Other proponents 
who asked the committee to await the results of the study commit- 
tee and too, to see the new bill, were Mr. Mizner, Mr. Stephens, 
Mr. Windsor, Mr. Tawney and Mr. Wilson. 

Tine did not permit further discussion of the bill and the 
meeting was adjourned. 

ADJOURN: Sen. Goodover moved the meeting adjourn, seconded 
by Sen. Turnage, and motion carried. 

,,7 // >,7,j&7/-7 
WILLXI~M MATHERS CHAIRMAN 
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MON I ANA BURI'AU 0 1 '  MINLCS AN!) (.I:Ol,(X;Y 

,\ndcrsoll-l)ictz l b 2  2,239.99 
Anderson-Uietr I & 2  495.65 
Rol;tr~J 218.04 
I<oland 133.4 1 
Andersor~ 216.52 
Wall 473.69 
Dtrtz 834.35 
VUII~~VI 158.53 
H':ill 1.884.25 
l i rcw~t r r~ .4111t1~d 65.86 
I$rcwtter-Arnold 180.55 
Ar~dcrso~l-Dietr  872.65 
A n d r r s o ~ ~  1,583.29 
I)~ctz 1,120.96 
.411derson 883.74 
I) lc l7 397.49 
('anyon 690.19 
K nobloch 373.29 
Knnblncl~ 564.78 
hnohlnctl 2.075.55 
Knohlocl~ 2,696.20 
Sewvrr A & C 357.49 
Kosi.bud 1,439.26 
S:IH.YC~ 2,426.50 
Lnoh loc l~  708.1 3 
icrrct  460.87 
I:lowcrs4;oodnle 258.90 
Ijroadus 739.82 
'I 525.21 
('anyon 418.02 
('oo k 628.95 
Pawner & ('ook 336.69 
Terrct 326.33 
l i lk  & Dunning 1.175.86 
Cook 312.02 
Canyon & Ferry 225.40 
Paw nee 320.25 
<'oak 362.98 
('anyon R Ferry 217.21 
Sawyer A&C, 1). X. & 1:. 215.83 
Knoblocl~ 267.34 
I~lowers<;oodale & Terret 135.87 
K l ~ o b l o c l ~  491.62 
Rosebud. Knobloch. and 453.7 1 
Sawyer 
Domir~y  193.87 
Dominy (M I ,  L) 747.5 1 
Lhminy (U) 120.31 
Rosebud-McKay 1.500.00 
Knol~loch 1,200.00 
Rosehud-McKay 3 14.00 

90.00 
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Ih rn iny  150.00 
l la rn~on(?)  35 .OO 
C 64 3 .00 
(3 134 .OO 
c P I  no 

Ottrr  ('reek 
4'il:lilllll 

(-1~Istrlp 
Pumpkin ('reek 
I octer ('reek 

l31oadus 
I a s t  Moorhvrd 
I)lar~tond Butte 
( ;nodspeed Butte 
I IIC Gulch 
Sweer~ey Snyder 
Yaper Butte 

l 'nrcen~ile Buttes 
Sorinetle 

I l o r i ~ e  Creek I%ul le 
I ~ t t i c  Pun ipk~n Creek 
SJ I I~  Creek 
lieaver LI~LOIII 

*rrenlcaf-hlillcr Creek 

('hcyerine Meddows 
I lt l lc  Wolf 
Jeans I'ork 
Wolf Mount;~lns 

L ~ t l l r  lleaver 
l.ur~r Hultcs 



MONTANA BUKEAU 01' MINES AND (;EOL.O( ,\ ' 

Slrippablr subbi tu~n~noub  rlld lignite con1 tirlds, CJSICI  II  Mu~l!al~a 

No 
<111 Est. reserves In Avrragt: 
I I I J P  Nd~rte ( 1 1  I I c I ~  C'o.41 l~c t l  rnilUons of tons Acrenge tons/acrc ,A 41 

S I I I I I ~ I  Ory ('reek (;  

O't i r~sn Alkalie Creek 
1lrcl.l) l,'ldl Purl 
lJ11rr15 C'rcck Yuht 
W I 'l 'hutuun hllle ('reek I'uht 
l . o \  I .\kc I'usl 
l J I I C  1.anc 
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I:ort Klpp l i t .  Kipp-l.'t Peck 
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Metl~cine I.&e 
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This report IS a r~rrnmary o f  a Severance Tax pro. 
posal that was prepared b y  a task force cornprlsed 
of representatives f rom the Executive and Legisla- 
ttve Branches o f  State Government, the Rural Elec- 
t r ic  COOPS, the Farmers Unlon, the 12 County 
Survival Group, the Uni ted Plainsmen, the A F L -  
CIO, the School Boards. County Cornrnisrloners 
and Mayors and other varled Interests. 

A PROGRAM FOR A 

COAL SEVERANCE TAX 

IN NORTH DAKOTA 



The Wibaux Area Council, which is comprised of ranchers, 

farmers and townspeople, would like to express strong support of 

Senate Bill 212. Over 80,000 acres in Wibaux County has been 

leased by private industry for coal mining. More than 53,000 acres 

have been nominated for leasing under the Bureau of Land Management 

Es5AhSprogram. All of the coal in this area is lignite. Some coal 

in Montana is already taxed at a rate of 30 per cent. It makes no 

sense to tax some at one rate and some at another. 

When the origninal 30 per cent severance tax was proposed, 

opponents claimed that if it were passed it would discourage 

strip mining altogether because it was so high. This has not proven 

to be the case since more coal was mined this last year in Montana 

than ever before. 

It makes no difference whether you favor coal development. It 

simply boils down to whether or not the coal industry is goinq to 

pay its way. The mining of lignite will bring as many problems and 

expenses as the mining of subbituminous coal and should be taxed 

at the same rate. 

Again, let us say that we strongly urge the passage of SB 212. 

STATEMENT BY THE WIBAUX AREA COUNCIL, TOM WEIR, CHAIRMAN 

Dictated to Vi-ck i  Johnson, aide to Senator Tom Towe 



ENATE B I  L 74 FEBRUARY 4, 1977 

W E  SUPPORT SB 74, THE REPEAL OF THE MONTAN~ ECONOMIC LAND DEVELOPMENT 

ACT. ALTHOUGH SEVERAL OF THE CONCEPTS EMBOPIED I N  MEDA HAVE MERIT, 

COMPOUNDED THE CONFUSION TO THE E X I S T I N G  FRAGMENTED PATCHWORK 

OF LAWS RELATING TO LAND USE PLANNING, 

USE PLANNING, WE URGE YOUR SUPPORT OF SB 74, AND, FURTHER RECOMMEND 

THAT THE LEGISLATURE ENGAGE THE MACHINERY TO B E G I N  THE REVIEW OF 

A L L  THE MANY LAWS ON LAND USE PLANNING, SO THAT I N  THE NEAR FUTIJRE, 

COUNTIES WILL HAVE THE COMPREHENSIVE TOOLS TO PERMIT AND ENCOURAGE 

EFFECTIVE LAND USE PLANNING, PERMISSIVELY I N I T I A T E D  A T  THE COUNTY 

L E V E L  BY ELECTED COUNTY O F F I C I A L S ,  



An ana1ysi.s by  t h e  

M O N ' I ' A I . ~ ~ ~  Uk.I'tlR'I'PEl\jT 3F' COI97UI.I ITY P-FFA LP.S 

IIELHLU'A , l,lOi!TANA 

J u d i t h  H .  Carlson, Director 

H a r o l d  M. Price, Administrator 
P1anni.ng Divis ion 

J i m  E. Richard, Chief 
Local P l a n n i n g  Services Bureau 

Richard P I .  Meddle 
Land Use Attorney 



Senator Mathers : 

Enclosed is the schedule I discussed Friday m m i n g  
regarding SB 212: 

Reported con t rac t  p r i c e  pe r  ton from severance re tu rns  for 
f i r s t  three quar te r s  by capany .  (Dept. of  Revenue) 

Decker 

Knife River 

Peabody 

W. Energy 

W e s  m r e l a n d  

Quarter Ending 3/3/76 6/30/76 9/30/76 

$5.439 $5.629 $5.123 

$4.758 $5.083 $5.091 

$3.05065 $2.869 $3.00864 

$3.484 $3.553 $3.56 

$4.52 $4.33782 $4.30 

Respectfully submitted: 

/s/ 
Knife River Coal  Mining Campany 




