MINUTES OF THE
FREE CONFERENCE COMMITTEE
GOVERNOR’S AMENDMENTS HOUSE EILL 252
April 20, 1987

Chairman Galt called the free conference committee meeting to
order at 7:00 p.m. irv Room 325, State Capitol. Sernate members
present were Senators Galt, Van Valkenburg and Hirsch. House
members present were Representatives Marks, Marion Hanson and
Dave Brown.

Chairman Galt stated that the purpocse of the meeting was to
discuss the Governor!s amendments to House Bill Nao 252.

Chairman Galt reminded the committee that most of the members of
the committee were present at a meeting a couple of days ago
where they decided to accept the Governor's amendments as they
were corrected. He believes that the rnew sheet of amendments,
which is attached as Exhibit 1, corrects the problemn. Galt
stated that he is willing to accept the amendments as they stand
ViQW,.

Representative Marks cited the top of page 4, section (ii) of the
Governor!s amendments, which are attached as Exhibit 1. Marks
said he felt that sectiocn should include the reasons why you
should postpone o average the sales under the super window. He
stated that if you wanted to give the industry a chance to meet
the super window, you should give them an out for strikes. If
you don’t do that, you would be giving the organizers tremendous
leverage in shutting down a plant. Rep. Marks said he thinks we
shouwld irnclude "strikes or catastrophic act of God". If
these twx sections are added, it will do the same thing the
Goverrnor wants to do.

Chairman Galt stated that we are already plowing rnew ground here,
amending Governor'®s amendments that are already 9 days old. This
could set a dangerous precedent.

Senator Van Valkenburg said he is concerned if we consider
anything other than what the Goverrnor has submitted to us that we
are going against what we agreed to last week, when we said we
would put the bill in the form the Goverror recommended and have
the members of both houses vote on it. He stated that he thought
everyorne in the meeting had agreed to that, or at the very
minimum, did not voice objection to that plan. Varn Valkenburg
further stated that we risk a legal challerge to the adoption of
these amendments if we put anything in here other than what the
Governor has recommerded. The coal industry i1s too important to
this state to let anyorne take us to court. He thirnks we should
stick to what the Governor has proposed and what we have agreed
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to. He thinks it is reasomable at this point to stick with it as
it is row. He said if there were a strike that would put this in
jeopardy, the Goverror or ourselves would be inclined to come in
to session to deal with that. Secondly, if Rep. Marks is
covicerned that it could be a real problem, Van Valkenburg said he
is willing to meet him halfway and put it intoc a bill coming out
of the House, suspend the Rules in the Serate to accept it, so

that we could deal with that specific issue. That way we
wouldn't  be messing with the Governor'®s amendments. He feels
that we are risking too muech with regard to  our public
commitments, ouwr legal concerns and the precedent of the

Legislature substantively amending a Governor’®s amendatory veto.

Rep. Brown wants the record to show that what we do here in this
meeting is perfectly legal. He cited 16-32-4, Joint Rules, where
it states clearly that we could re-do the entire bill if we want

to. He stated that he is not advocating doing so, but we could
urnder the Rules. He said the precedent is already set in the
Rules.

MOTION: Senator Hirsch moved that the committee accept the
Governor’s amendments as the Senate adopted them taday. He
stated that he, too, is concerned about jeopardizing the bill.

Rep. Hanson said she feels that having strikes in there doesn’t
really charnge the Governor!s amendments. This may not have even
entered his mind.

Senator Van Valkernburg seconded the motion.

Chairman Galt said that any strike would be worked cut in the
original contracts made between the contracting parties.

Rep. Marks said that is a concern that goes beyond the contract.
N matter what the contract says, we have to dig and sell 32
million tons to meet the threshhold. Otherwise the 154 will not
trigger.

MOTION: Rep. Marks made a substitute motion to revert to the
body of the bill to amend the Governor'!s amendments, page four,
section (ii), lirne three:

1. section (ii) page 4, line 3
Following "mechanical failure,” on line 3
Insert: "strikes, or catastrophic acts of God,"
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Rep. Harnsorn seconded the mobiom.

Sernataor  Van Valkenburg stated that this does robt apply to coal
mines. The strikes as Marks talks about applies to the wtility
plants that burn Montana coal. He asked M. Jim Mockler of the
Plontana Coal Council what the liklihood of a strike at ore of the
utilities plamts is. Mr. Mockler said he has rnot known of any in
the ten years he has been in the industry. He said he doubted if
such  a strike would shut down the plant. Vam Valkenburg then
stated that his point in asking the guestion is that, based on
M. Mockler!s  answer, there 13 a very remote charnce that a
strike would happen let alorne triggering & change in the rate.
He feels we should rob put that in tThere because we're takivng too
much of a chance that someore would come in and set this aside.
He further stated that it is possible for Rep. Marks or aothers ta
argue that a strike even comes under the definition of
"catastrophic acts of God".

Question called. With Rep. Marks, Hanson and Brown voting yes,
and Hernators Van Valkenbuwrg, Hirsch and Galt wvoting o, the
substitute motion failed 3-3.

Chairman Galt stated that the committee will revert to Sern.
Hirsch’s original  motiong that this committee accept the
Governor! s amerdments.

Rep. Marks gquesticrned what the origimal motion said. He wondered
if the set of amendments we have before us is the correct set.
Chaivman Galt answered that they were the correct amendments.

Question called. With Senators Galt, Van Valkenbuwg and Hivoon
and Reprasentatives Marks and Harmsorn voting ves, ar
Representative Brown voting no, the motion carvied S5-1.
ADJOURNMENT 2 There being no further busirvess to come before t: o
committee, the meeting adjourrned at 7:118 p.m.

b
i 4/,1}(_[/%/41[@{ .

Senator Jack Galt'
Chdivrman
/
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State of Montana
®tfice of the Gouernor
#Helena, Montana 39620
J06-14:4-3111

TED SCHWINDEN
GOVERNOR

April 6, 1987

The Honorable Robert Marks
Speaker of the House

State Capitol

Helena, MT 59620

The Honorable William J. Norman
President of the Senate

State Capitol

Helena, MT 59620

Dear Representative Marks and Senator Norman:

Proofreading of the amendments to House Bill No. 252 that | sent to
you earlier today revealed several typographical errors. The attached
amendments have been changed to correct those errors. Please substitute
these amendments for those enclosed in my earlier letter,

S| ly,

TED SCHWINDEN
Covernor



GOVERNOR'S AMENDMENTS
TO HOUSE BILL NO. 252
(Reference Copy)
(April 6, 1987)

Title, lines 6 through 8.
Following "RATES;" on line 6
Strike: remainder of line 6 through "PURCHASED;'" on
line § }
Insert: "PROVIDING A CONTINGENT PERMANENT
REDUCTION; EXTENDING THE NEW PRODUCTION
CREDIT"

Title, line 10.

Following: "15-35-104"
Strike: "AND"

Insert: "M

Following: "15-35-202"
Strike: "THROUGH 15-35-204"
Insert: ', AND 15-35-203"

Page 3, line 25.
Following: "purchaser"
Insert: ",except as provided in (b),"

Page 3, line 25.
Following: "“MEANS"
Insert: '": (a)"

Page &, line 2.
Following: line 1
Strike: "(a)"
Insert: (D"

Page 4, line 5.
Following: 1line &
Strike: "“(bdO"
Insert: "CiD"

Page 4, line 6.
Following: 1line 5
Strike: ' (D"
Insert: "CAD"

Page 4, line 9.
Following: line 8
Strike: "(iD"
Insert: "(B)"

Page 4, lire 17.
Following: line 16

CORRECTED

SECOND PRINTING



(a) Fiscal Year 1988 and 1989:

Heating quality Surface Underground
(Btu per pound Mining Mining
of coal):
Under 7,000 12 cents or 5 cents or
20% of value 3% of value
7,000-8,000 22 cents or 8 cents or
30% of value 4% of value
8,000-9,000 34 cents or 10 cents or
30% of value L% of value
LQ cents or
.12 cents or
Over 9,000 30% of value 4% of value
(b) Fiscal Year 1990:
Heating quality Surface Underground
(Btu per pound Mining Mining

of coal):

Under 7,000

12 cents or

5 cents or

7,000-8,000

13% of value

3% of value

2?2 cents or

8 cents or

8,000-9,000

25 % of value

4% of value

34 cents or

10 cents or

Over 9,000

25% of vaiue

4% of value

LO cents or

12 cents or

25% of value

4% of value

(c) Fiscal Year 1891 and thereafter:

Heating quality Surface Underground
(Btu per pound Mininag Mining

of coal):

Under 7,000

12 cents or

5 cents or

7,000-8,000

13% of value

3% of value

22 cents or

8 cents or

20% of value L% of value
8,000-9,000 34 cents or 10 cents or
20% of value L% of value
Over 9,000 43 cents or 12 cents or
20% of value L% of value

(2)Ca3(i) On or before October 1, 1988, the department shall determ!r
the total number of tons of coal produced in Montana and sold from
July 1, 1987 through June 30, 1988, If the department finds that
these sales exceed 32.2 millicn tons (which is the average total
yearly coal sales for calendar years 1983, 1984, 1985 and 1986),

the rate of the coal severance tax is as set forth in subsections

(2)(b) and (2)(c).




(€D

"value" means the contract sales price.

€25(L4) The formula which yields the greater amount of tax In a
particular case shall be used at each point on this schedule.

€33(5) A person is not liable for any severance tax upon

50,000 tons of the coal
except that
calendar vyear,

coal

he produces in a calendar vear,
if he produces more than 50,000 tons of coal in a
he will be liable for severance tax upon all

produced in excess of the first 20,000 tons.

€43(6) A new coal production incentive tax credit may be

claimed on certain coal

17.

18.

as provided in 15-35-202."
Page 9, line 20 through page 10, line 19.
Strike: section 4 in its entirety

Renumber subsequent subsections

Page 11, line 15 through page 12, line 9.

Strike: section 6 in its entirety

Insert: "Section 6. Section 15-35-202, MCA, is amended to
read:

15-35-202. New coal production incentive tax credit allowed —

application limited. (1) A coal mine operator is entitled to a new
coal production incentive tax credit ef-33%-ef against the tax
imposed under 15-35-10% of:

(a) 33 1/3% for incremental production sold
during calendar years 1985 and 1986;

(b) 50% for Incremental

production sold from

January 1, 1987 until

June 30,

1988; and

(c) 40% for incremental

production sold from

July 1, 1988 until June

30, 1990; provided, however, that

if the production quota

established In 15-35-103 (2)Ca)(i) tis

not met, the tax credit

for this period is 50% for fiscal year

1989 and 40% for fiscal

year 19490.

(2)Ca) A coal mine operator is entitled to a new coal production

incentive tax credit of-
incremental
except as provided
production resulted from coal

15-35-103 on
agreement,

32-342% against the tax imposed under
production for the entire term of an

in subsection (3) if the incremental

purchases under:

(i) an existing agreement which was extended between

January 1,
at

1985, and dume-38;-1987 December 31,
least a 5 year perlod;

1988, for

or

(ii) a new agreement that was executed between January 1,

1985, and dune-38;-188% December 31,

1988.



Strike:

25. Page 14,
Strike:
Renumber:

26. Page 16,

Strike:
Insert:

leglsl/HB 252

remainder of line 8 through '"'subsecticon." on line 9

line 4.
section & in its entirety
subsequent sections

lines 8 through 11.

section 10 in its entirety

"Section 10. Applicatility. This act applies
retroactively, within the meaning of 1-2-109, to tax
years beginning after December 31, 1986.

~END-
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MR. PRESIDENT

We, your Frae

Conference Committee on

Honse 2311l Ho. 252

met and considered

We recommend as follows:

That the Governor's amendments on the attached pages
be adopted.

And that this Conference Committee report be adopted.

FOR THE SENATE FOR THE HOUSE

——n

Senator Galt, Chairman Representative Marks, Chairman

benator #irsch

Representative ilanscn

Senator Van Valkenburg Rerresentative D, Srown
ADOPT REJECT
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Title, lines 5 through 8.
Followlng "RATES;"™ on tine b
Strika: remalnder of llna & through "PURCHASED:" on
Ttho 8
Insert: ™"PROVIDING A CONTINGENT PERMANENT
REDUCTION; EXTCHDING THE NEW PRODUCTION
CREDIT;"

Title, 1ine 10.

Followling: "15-35-104F
Strike: "AMDY ‘
Insert: W%

Following: "15-35-202"
Strike: MTHROUGH 15-35-z204%
nsert: ¥, ARD 15-35-203"

Page 3, line 25.
Following: "{ayn
Inscrt: WCad"
Following: ‘“purchaser™
Insart: Y except as provided In subsaectlion £23C(H),"

Pzge 4, Yine 2.

Following: line 1
Strike: "C{ad" -
Insert: "“{I)®

Puge b, line §.
Followling: line 4
Strika: (b)Y
Insert: 1LY

Page &, llne 6.
Followlng: tlne 5
Strike: T (1)
Insert: ™{ADT

Poge &, Yine 9,
Folluwlng: 1lins 5
Strike: 1YY
insert: "3

Page 4, Ylre 17.

Folluwaing: 11ae 158

Tesert: b)Y 7 the volume caluulated o subssattan 730
fad(1) 13 laess than ona-thlrd of the vclume
calculated In subssction (2XCadY11), the hase
consumpticn level 13 the volume caleul.ice in
subsactian (2XaN (1Y,



1.

12"

13.

14,

15.

Following: ™(327 APRIL 21,-.1987 .19

Page 4, line 17.

Insertt Cmegyn e R 3 R
Strike: "rgasae®

Insart: TExcepi as provided In subsectlon 7337bH), "base”

Page 4, line 19.
Following: 1line 18
Strike: "{a)"
Insert: U137

Page &, line 22.
Followling: "llne 217¢

Strike: "{b)"

Insere: U“(piO™

Page 4, tine 24.

Fellowing: line 23

Insert: (b)) If the amount caleulated In subsection
£332XC11Y 1s less than one-third of the
amount calculated In subsectlon (3)(ad(i)Y,
the dbase production level Is the amount
calculatsd In subsection (3)(ad(1)."7

Page 6, lines 13 and 14,

Fellowling: 1ina 12

Serike: subsection (23 in {ts gatlrsty
Renumber: subsequent subsectlons

Page 7, lines 5 and 6,

Followling: 1line &

Strika: subsactlon {14 tn 1ts entlirety
Roepumbar: subsequent subsectlons

Page 7, lina 15 through page 2, line 19.

Strike: sectlon 3 lo Its entlirety

Insert: YSectlon 3. Section 15-35-103, MCA, 1=
amended to rsead:?

"15-35-123, Severance tax -- rates lmposed --
exemptlions. (1) A Except as orovidad In subsectlon
(23, 8 severanca tax ls Imposed on each ton of coa)
produced i the state In accordance with the followling
scheduls:

Heating qualtlity Surfacs Undergraound
78ty per paund Minling Hining
nf cuald:

Under 7.000 12 ¢cants or 5 cents ur
20% of valusz 3% of valua

7.039-2,000 22 cents or C cents or
30% ¢f valuc 4% of valy.

%,300-9,0¢09 3% cents or 10 cents ur
30% of valus 4% 0fF value

over f} 0on L) oambaop PRy e
30% of value L% ©f valuc



b) Fiscal Year 1590:

Haatlng quallty

(Otu per pound

of coall:

Under 7. 080

12 cents or
13% of value

Inderground
Hinlng

s, cpn o

5_cesnts or
3% of va!ue

7,000-8 000 22 _cents or 8 cents or
25 % of value 4% of value

g.000-9,000 34 _cents or 10 cents or
25% of _value 4% of value

Over 9,000 hﬁ cants or 12 conts or

25% of value

4% of valye

(c) Fiscal Yoar 1991 and Theraaft

1

or

Undergraund
tiniag

5 cents or

o et = o

P -SRI P 4. S8

3% of value
3 *ants _or

2% of va!ue 4% of value
8,0800-9,020 igigﬂpts or Lg“gggggmgg
28% of value 4% of value
Over 9,200 40 cents or 11 cents or
29% of valus 4% _of value

I-)

3ad(1) On or before Octcher 1, 1382, the departmant
hall determine the total, numbur of tens of cual produce!
Montana and sold from July 1 1987, “through June 30,

_1f the departmant finds Lhat these sales excesd 32.2
tons ‘which is the average *ota! jperly Poa!_salaa
lendar years 1993, 1984, 1985, and 1G88), the crats of

a 1 zeveranceg tax ls a3 sst _forth In sg§§"“~lggé
Yk Hggrough 23Cd).
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(b)Y The sevarance tax Imposed pursuant to subsectlion
23Ca) on each ton of coal produced In tho state from
July 1, 1982, through June 39, 1990, is:

Heating guallty Surfaca Underground
{Btu per pound Mining Alnlng
__of coal):
Under 7,008 12 cents or 53 ceats or
17% of value 3% of value
7.000~8,9000 22 cents or 8 cents or
25% of valus 4% of valus
3,008-8,0800 34% cents or 18 cents or
25% of value 43 of value
Over 9,800 49 cents or 12 cents or
25% of valus 6% of vslue

fc) The severance tar lmposed pursuant to subsection (2)
£a) on_each ton of cosl produced In the stats from dJuly 1,
1930, through .une 30, 1991, 13:

Heatlng quallty Surfzca Underground
£8tu _per pound Mining Mining
O" & f}&,‘ \ N
Under 7,000 12 cents or f»qqugﬂgg
13% of wvalue 3% of volue
7.200-2,299 23 ceats_or 5_cents or
20% of value 4% ofFf walum
2,060-9,9000 34 cents or 13 cants or
| 20% of value 1% of volug
Over 5,000 ho cents or 12 _cents or
20% of value 4% of value

(g The soverance tax lmposed opursuant to subsectlaon (23
fa} an gach ton of coal produced In the st tate afrer June
39, 1891, 1s-
Heatlog guallty sSurface Underaround
3ty per gound Minlog Hinlng
of £eal):
Uindar 7,008 12 _gents or 5 gents or
13% of value 3% of value
7.980-8,050 2z cents or 3 _gsats or
13% of _valuz 4% of value
3.0680-9,000 34 cents nor 19 ceonts wr
153 of value 4% of »alus
Qver 3.000 43 _cents or 12 _ceats ar
15% of walux 8% of waluz
£3Y  "'Value'" meens the contract sales price
CA3LS The formla which ylclds the greater amount of tax

in a por'lcu!ur case shall ba used at each point on this
schedute these schodules.
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£33(5) A person Is not llable for zny severance tax upon
50,600 tons of the coal he producss In a calendar vear,
except that If he produces more than 50,0800 tcons of coal in
a caltendar year, he will be llable for severanca tax upeon
all coal produced In sxcess of the flrst 20,000 tons.

€43(6) A new coal productlcn incentlve tax credlt may ba
clatmed on cartaln coal as provided In 15-35-202.,""

16. Page 9, Ylne 20 through page 10, line 19,
Strike: soction & In Its sntliraety
Renumbar asubsaquent sections

17. Page 11, line 15 through page 12, line 9.
: Strike: sectlon 6 In Its entiraty
Insert: "Sectlun 5. Sectlion 15-35-3202, #CA, ls
amendad to read:

H15-35-202, New coal production locentive tsx credit
alluwed -- appllicattion limited. (1) A cosl mina
operatar Is antitled to 3 new ccal preduction
Incentive tax credit of-33~343%.6€f agalnst ths tax
Imposed under 15-35-103 er-say of:

®Ca) 33 1/3% for incremantal productlon prsduesd-and
sold during calendar years 1985 and 1985-;

oY 50% for Increzmental production sold from Jdanuary

gty sShey

1. 1987, untll Juna 30, _1988; =nd

£c) 80% for incremantal praductlon scold from July 1,
1988, untll Juns 301 1990 providad, thever, that 1€

fzﬁfs‘{l\ lg rot mat, the tax credit ‘or 'h!smggglgg
1s_50% for flscal year 1939 and 40% for flscal yesr
1990.

£23(ad A coal mine operator ls antin!*d Lo & new cw*!
tha tax leposaed under 15~35-183 on lucramental o
productica far the entlre ferm of an agroewment, excant
3as providod In subsectlon 73), if the Incremental
oproduction rasulted from coal purcheses undsr:

CadC1% an exlsting agroement which wus axtended
batween Jdonuary L, 1685, and dure~365-19382
Tecember 31, 1638, for =t least a S~yrar perioadg
r

0~..

30110 2 new sgreemant that was exacuted tetween
denuary 1, 1385, ond duse-38,-1987 December 31,
1088,
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b)Y The rate of credlt allowed under subsection £237a)

Jowme $0y

.
o

1) 33 1/3% for Incremental productlon sold from
January 1, 19852 unt il December 31, 198§L

e Semse + 3w

f11) 50% for any Incremental productlon sold from
January 1, 1987, untll June 30, 1988;

£111) 40% for any Incremental procductlion sold
from July 1, 1988, untll June 38, 1990, Howsver,
1f the productlon quota esaabllshed In 15-35-1063
(23fa3(13Y 15 not mat, tho tax cradit for this
period Is 50% for fiscal year 1989 “and 40% for
flscal year 19 90_

iv) 75% for ny Incramgntal_ productlion snld from

A 07 R A SO

fuly 1, 1930, until June 30, 1991; and

\;

fv) 25% after June 38, 1991, 1f the production
Guota in 15-35-103 C23Cay(1) has not been tet.

Y
L)
" 4

ti craedit may bs clalmed for coual produced prior
vo Januwary 1, 198s."v

Page 12

Following: 1ilne 17

Insers: (b)Y distributing the Incremental production
among the quarters In the calendar year In the same
proporiion as the total volume of caa! s231d pach
quarter to zcach respectlive purchascr and summing the
amounts for a1l purchasers to determing the coal mline
sperator's Incremental productlon for esach gquarter;®
Renumbar: subsequent subsaectlons

Page 12, tine 20.
followlng! Ypurchaser"
Insert: Yeach quarter®

Page 12, 1ine 23.
Fellowlng:  line 22
Strika: fcalendar yosr®
Inserv: Fauarter®

Page 12, line 25.

Fullowing: 1lne 20

Strlke: 32 1/3 W

Insert: ‘''the appraoprliato percentans as nrovided in
15-35-202 tar cach nuarter®

Paga 13, line 2,

Following: Ypurchasers”
Insert: “for all four auarters of rtha caluendar vaear®



~7~ PAGE 8

23. Page 13, 1lines 2 and 3.
Followling: “yoar."” on line 8
Strike: remalnder of tlne 8 through “subssclicn.' on
1lha 9

24, Page 14, 1ins &4,
strike: section 8 In its entiraty
Renumber: subsequent sactlions

25. Page 16, lina 8 :
Followlng: "Applicabltity,"
Strike: remnalinder of section 10 In Ilts entiraty
Insert: "Secilons 2 and 5 apply retroactively,
within the meanlag of 1-2~109, to tax
pericds baeglnning aftar December 31, 1936,

-ﬁf“-!D-

leglisl/HB 252





