
MINUTES 

MONTANA SENATE 
52nd LEGISLATURE - REGULAR SESSION 

COMMITTEE ON TAXATION 

Call to Order: By Senator Mike Halligan, Chairman, on April 2, 
1991, at 7:00 a.m. 

ROLL CALL 

Members Present: 
Mike Halligan, Chairman (D) 
Dorothy Eck, Vice Chairman (D) 
Robert Brown (R) 
Steve Doherty (D) 
Delwyn Gage (R) 
John Harp (R) 
Francis Koehnke (D) 
Gene Thayer (R) 
Thomas Towe (D) 
Van Va1kenburg (D) 
Bill Yellowtail (D) 

Members Excused: None 

Staff Present: Jeff Martin (Legislative Council). 

Please Note: These are summary minutes. Testimony and 
discussion are paraphrased and condensed. 

Announcements/Discussion: Senator Halligan announced the 
committee would take executive action for an hour, hear SB 
470 at 9:00 a.m., and take executive action from 9:00 a.m. 
to 10:00 a.m. 

EXECUTIVE ACTION ON SENATE BILL 466 

Motion: 

Senator Van Va~kenburg said the model conservation standards 
are the "hang-up" in the bill. He moved to TABLE SB 466. 

Discussion: 

Senator Brown said a meeting was held with those people 
concerned about the MCS. The "hang-up" was in the energy area of 
the standards. He asked why the oil and gas provisions are 
unacceptable to the Democratic leadership. 
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Senator Van Valkenburg said they are not all unacceptable, 
however, in the context of SB 466 they are. He said perhaps in 
Senator Gage's bill they would be acceptable. He further stated, 
with all due respect to Senator Brown, this bill is a marriage 
made in hell. It was born stillborn and should be laid on the 
table. 

Recommendation and Vote: 

The motion to TABLE SB 466 CARRIED with Senators Thayer, 
Brown, Gage, Harp, and Halligan voting no. 

EXECUTIVE ACTION ON SENATE BILL 465 

Motion: 

Senator Harp moved to TABLE SB 465. He said it was best not 
to do anything, either pro or con, to the gaming industry this 
session. 

Discussion: 

Senator Eck said there is revenue to be had from the bill 
and it assessed fairly. 

Senator Doherty said the progressivity of the bill is valid. 

Senator Van Valkenburg said progressivity is a good idea if 
it applied at the right time. He said th~re is no consideration 
given to the cost of doing business and deductions before the tax 
in this bill. 

Senator Brown said the effective rate in South Dakota is 
22.5%. The felt the higher paying machines should pay more. He 
stated gambling is about as regressive an activity as there can 
be in and of itself •. 

Recommendation and Vote: 

The motion to TABLE SB 465 CARRIED. 
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EXECUTIVE ACTION ON SENATE BILL 460 

Amendments, Discussion, and Votes: 

Senator Van Valkenburg moved to adopt the amendments as per 
Exhibit II. He referred to the attached "gray bill" (Exhibit 
Ila) as a means of explanation. He said the amendments keep 
furniture and fixtures at 6%, leave agricultural implements and 
mobile property at 9%, and reduces other Class 8 property to 6%. 
Because there is no increase in agricultural land tax, there is 
no need to lower the tax on agricultural machinery. The increase 
from 3.6% to 4.8% in real property would balance lowering the 
furniture and fixtures to 6%. It is not his purpose to raise 
revenue but rather the bill is a significant effort to lower 
business personal property rates and pay for the reduction 
through an increase in community real property to 4.8%. This is 
an implementation of the value added process turning raw 
materials in the state into jobs and production. He noted golf 
courses would go from 1.93% to 2.3%. 

Senator Harp objected saying the amendments raise another 
$2.4 million. The original concept of the bill was good but now 
things are beginning to be divided up. Mining is a very capital 
intensive industry. Agricultural machinery costs are high and 
the people who need help are not getting it under these 
amendments. He said HB 1007 is coming to this committee from the 
House and it may be a better vehicle to address these concerns. 

Senator Eck said we need to reduce personal property taxes 
without shifting the burden of the tax. 

Senator Thayer said the community property rates are causing 
a world of hurt in Great Falls. 

Senator Towe said he approves of the amendments. They have 
been carefully devised, reductions are in place, value added 
concerns are well addressed, there is a reduction in furniture 
and fixtures from which everyone in business will benefit. 

Senator Van Valkenburg said there is a real potential for 
economic growth in Montana under this bill. The only alternative 
to reducing the personal property rate is a sales tax. 

The motion to AMEND SB 460 CARRIED on a roll call vote 
(attached). 
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Senator Van Valkenburg moved SB 460 DO PASS AS AMENDED. 

Senator Brown asked how this bill compares to HB 1004. 

Senator Van Valkenburg replied the taxable value in the 
state is virtually identical in both this btll and HBI004. He 
said Mr. Adams indicated that even though the taxable value 
remains the same, an additional $2.4 million is raised. Senator 
Van Valkenburg said his intention is to have the bill remain 
revenue neutral and he would further amend the bill to address 
that increase if it is factual. 

The motion to PASS SB 460 AS AMENDED CARRIED on a roll call 
vote (attached). 

EXECUTIVE ACTION ON SENATE BILL 435 

Motion: 

Senator Van Valkenburg moved to remove SB 435 from the 
table. 

Senator Brown, sponsor of .SB 435, said he. was unaware of any 
interest in removing the bill from the table. He wondered what 
the "grand strategy" is behind the motion. 

Senator Van Valkenburg replied, "Senator Brown, we like your 
bill". 

The motion CARRIED with Senators Gage and Thayer voting no. 

Recommendation and vote: 

Senator Van Valkenburg moved that SB 435 DO PASS. He said it is 
important that the people of Montana have the opportunity to vote 
on the future of the university system. The Governor apparently 
does not think it is important if his budget is any indication. 
The polls indicate there is good support for an increase in taxes 
for the university system support. 

Senator Gage said the people are not going to listen to the 
legislature. 1105 is what they are concerned about. 

Senator Harp said people from the university system have 
indicated to him that they are very concerned if the voters turn 
this increase down it could do irreparable damage to them. 

Senator Thayer felt it would endanger the six mill levy, 
also. 
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Senator Van Valkenburg said there is a risk involved in 
putting this a vote. However, he said there is a greater risk 
involved in absolute inaction. If there is a vote against the 
surtax, there will strong direction to the members of the 
university system to reduce enrollments, cut services, and, 
potentially, eliminate units altogether. We need public 
direction about the future of the university system and this bill 
presents an opportunity for that to happen .. 

Senator Brown replied to Senator Van Valkenburg by saying 
the 5% surcharge would generate approximately $37 million which 
is approximately what the Commission of the 90 l s and Beyond 
recommended for the university system. Members of the university 
system would like to have amendments added to the bill to apply 
the provisions of the bill specifically to the recommendations of 
the that Commission. He said he hoped Senator Van Valkenburg 
would address those concerns when the bill reaches the floor. 

Senator Van Valkenburg said he had no problems with that 
suggestion. He felt the revenue should apply to the university 
system and not be put into the general fund in order to decrease 
the budget with a replacement appropriation being granted to the 
system • 

The motion that SB 435 DO PASS CARRIED on a roll call 
vote. 

HEARING ON SENATE BILL 470 

Presentation and Opening Statement by Sponsor: 

Senator Towe, District 46, said this bill is the Coal Tax 
Reform Act of 1991. He said he was unhappy with the reduction in 
the coal tax from 30% to 15%. He felt it is inappropriate: to go 
back to. the 30%, however, other things can be done. He said the 
bill may not be successful, but it needs to be brought to 
peoplels attention. He said the state cannot afford a $38 
million yearly reduction which is the end result of the 15% rate. 
The purpose of the reduction was to increase production and 
employment, neither of which has occurred. 

Senator Towe reviewed Exhibit #2 with the committee. He 
noted the figures were taken from the Montana Coal Council 
brochure (Exhibit #3). 

This'bill establishes a 13.5% tax because the rate is· 
changed to an FOB mine price as opposed to the contract sales 
price. He noted that the effective rate of the 30% tax is only 
20%. At the 20% rate the effective rate of the tax is 13.45%. 
In effect, the 13.45% rate is right where the tax is now at 20%. 
The 13.5% rate in the bill is a flat percentage of the FOB price 
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with no deductions, no royalties, and no taxes. The bill 
includes excess profits, minerals in place, and returns to gross 
proceeds and applies 'the full 40 mills that everyone else pays on 
their property. 

Senator Towe reviewed Exhibits #4, #5, and #6 for the 
committee. 

Senator Towe said of the 18 states surrounding Montana, only 
Wyoming and Montana do not tax minerals in place. 

He emphasized that Montana is not taxing at 20%, when the 
tax goes down to 15% we are not taxing at 15%. This tax, in SB 
470, would be a straightforward 15.5% tax. 

Proponents' Testimony: 

There were no proponents. 

Opponents' Testimony: 

Jim Mockler, Montana Coal Council, presented his testimony 
in opposition to the bill (Exhibit #7). 

Gary Spaeth, Midwest Energy Resources, Detroit Edison, and 
Minnesota Power spoke in opposition to the bill. He said they 
buy half of the state's coal. He said coal tonnage moves in 
contracts of less than five cents. They buy over 15 million tons 
of Montana coal a year and are the primary market for Montana 
coal. Increases in taxes will curtail that market. Detroit 
Edison buys 55% of its coal, 11 million tons of coal a year, in 
Montana. They now buy 2.5 million tons from Wyoming, two years 
ago they bought none from Wyoming. Wyoming coal is looking 
better and better because the price and transportation costs are 
going to be more competitive if bills such as SB 470 were to 
pass. 

Ken Williams, Entech, said he agreed with Mr. Mockler and 
Mr. Spaeth. He said the competitive edge is very fine in 
Montana. Entech is poised to gain a significant part of the 
market back and not only would they lose that market advantage, 
but all the out of state markets would be lost under this bill. 

Shelly Boecker, Big Horn County Commissioners, expressed 
strong op~osition to the bill. 

Tom Ebzery, representing NERCO Coal Corporation, spoke in 
opposition to the bill. He presented comparison figures on state 
production taxes, royalties, and federal taxes between Montana 
and Wyoming and a rail transportation map (Exhibits #8 and #8a). 
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Lorna Frank, Montana Farm Bureau, said the Farm Bbreau has 
taken a stand in opposition to any new taxes. That opposition 
includes coal taxes. 

Larry Salmonsen, a miner from Bighorn County, said 
employment has improved greatly in the mine in which he works. 
There were 20 people employed there before the rate reduction 
began and now there are 65. If this bill is passed, that trend 
would be reversed, he felt. 

Questions From Committee Members: 

Senator Doherty asked Mr. Spaeth if he would have any 
problem with the addition of the 40 mill provision. 

Mr. Spaeth replied Detroit Edison would oppose it. He said 
Montana is fairly competitive with Wyoming now, but any change 
would greatly impair that ability to compete. 

Closing by Sponsor: 

Senator Towe said we are dealing with a perception problem 
here. He said he would be happy with an FOB 13.5% tax. With the 
addition of the Montana gross proceeds, the effective rate of the 
tax would be 20.5%. A valuable resource is leaving the state of 
Montana which can never be returned or replaced. Twenty percent 
is not an unreasonable figure and it makes good sense to devise a 
better method of taxation and ensure a good return on the sale of 
our state resources. 

EXECUTIVE ACTION ON SENATE BILL 352 

Recommendation and Vote: 

Senator Van Va1kenburg moved to TABLE SB 352. He said he 
thinks the bill puts Montana in a precarious position with the 
competition for coal sales in Montana. He said it is a mistake 
to not let the rate drop to 15%. 

Senator Yellowtail said he was disappointed in the industry 
not living up to its promises of increased production and 
employment. 

Senator Doherty said in the strongest terms the industry did 
not live up to its part of the bargain. They did endeavor to 
meet the window of opportunity, but they did not increase 
production and employment. 
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Senator Eck said she thought the bill had good possibilities 
by freezing the tax and allocating the revenue to projects that 
would stimulate industry and value added projects. She felt the 
industry could give a little in this case. 

Senator Thayer said businesses have to be competitive - that 
is the bottom line. He wondered what all the miners that went 
back to work would think of the comments being made. He said the 
coal industry is doing the best they can and they need a fair and 
stable tax policy so they can compete. He felt everything will 
improve as a result. 

Senator Van Valkenburg closed on his motion saying there are 
other factors involved such as cost of alternative fuels, 
transportation, industry competition and increased productivity 
costs, some of which are volatile. This is not a black and white 
issue and it is difficult to make decisions about it. Most of 
the coal has been under long term contracts which are expiring 
now. Incentives are needed to ensure renewal of those contracts. 
The only reasonable alternative is to table the bill. 

The motion to TABLE SB 352 CARRIED with Senator Towe voting 
no. 

EXECUTIVE ACTION ON· SENATE BILL 373 

Discussion: 

Senator Van Valkenburg said he felt there are some things in 
this bill that are of real value and should be kept alive. He is 
hoping to see some interest from Republicans, in particular, and 
everyone in general, in education in the state of Montana. He 
felt the bill can be a vehicle for compromise between the parties 
in both education funding and oil and gas taxation. He wants to 
know if there is any interest in reaching a compromise. 

Senator Gage said his only response would be his 
understanding of the Governor's position which is that he has 
provided the largest budget Montana has ever had. The Governor 
feels he has given adequate and sufficient increases to higher 
education in the state in his budget proposal. The Governor 
feels that budget can be sustained and passed without the 
addition of additional revenue. Senator Gage said he agreed with 
the Governor in his assessment of the budget. 

Senator Van Valkenburg said he was disappointed to hear 
Senator Gage say he cannot separate himself from the Governor in 
any way. He asked why there can't be a legislator to legislator 
action on the most important issue facing Montana this session. 

Senator Gage replied in this respect the Governor is right. 
The people do not want and will not stand for a tax increase for 
any reason. 
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Senator Van Valkenburg said he would like to keep the bill 
alive as a place for discussion, however, if the Republicans are 
not willing to discuss it all, he sees no reason to even bother. 

Senator Gage said he would not even offer the amendments 
because the Democratic position and the Governor's position make 
this bill "dead on arrival". 

Senator Towe said this bill gives the oil companies a break. 
He felt the bill should be kept alive until action is taken on HB 
892. He said he is disappointed that the idea is we have to 
reduce taxes in order to sell more product. 

Senator Gage said it was not his statement that the state 
would be "floating in money", rather, he hoped to stem the 
decline. He said he has no idea what "fair share" means. He has 
seen no definition and until there is a definition that the tax 
can be based on, it would appear fair to him to tax everyone at 
100% of market value. But we are not willing to do that because 
we have a tremendous agricultural lobby in the state that scares 
everyone to death and they don't want feel 100% is their fair 
share. The $8 million revenue effect in the bill is'based on a 
million barrels of new production. The question is whether the' 
incentives would produce the million barrels of new production so 
that in a year they will start paying local government severance 
tax and in two years start paying state severance tax. 

The remainder of the discussion was of a very political and 
sometimes acrimonious nature and did not apply to the bill under 
consideration. The committee adjourned for the day without 
taking further action on the bill. 

ADJOURNMENT 

Adjournment At: 10:00 a.m. 

SEN 

J D. ROHYAN7 ecretary 

MH/jdr 
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Amendments to Senate Bill No. 460 
First Reading Copy 

Requested by Senator Svrcek 
For the committee on Taxation 

Prepared by Jeff Martin 
March 25, 1991 

1. Title, lines 5 and 6. 

SENATE TAXATION' 

strike: "REDUCING" on line 5 through "PERCENT" on line 6 
Insert: "CREATING A NEW CLASS OF PROPERTY FOR STATIONARY 

COMMERCIAL PROPERTYi ESTABLISHING THE TAX RATE ON STATIONARY 
COMMERCIAL.PERSONAL PROPERTY AT 6 PERCENT" 

2. Title, line 8. 
Following: "FOR" 
Insert: "INCOME-PRODUCING" 

3. Title, line 9. 
strike: "INCREASING" 
Insert: "ESTABLISHING" 
Following: "ON" 
Insert: "INCOME-PRODUCING" 

4. Title, line 10 •. 
strike: "TO 5.07" 
Insert: "AT 4.8" 
Following: "PERCENTi" 
Insert: "PROVIDING THAT NONINCOME-PRODUCING COMMERCIAL LAND AND 

IMPROVEMENTS ARE RETAINED IN CLASS FOUR PROPERTYi" 

5. Page 1, line 18. 
strike: "g" 
Insert: "an income-producing" 

6. Page 1, line 20. 
strike: "g" 
Insert: "an income-producing" 

7. Page 2, line 6. 
Following: "i" 
Insert: "and" 

8. Page 2, lines 7 through 9. 
strike: subsection (d) in its entirety 

9. Page 2, line 9. 
Following: "yards" 
Insert: "(d) commercial land and improvements that: 

(i) are integrally related in a single working unit; 
(ii) are not in production and are not producing on 

the assessment date of the current taxable year; 
(iii) have not been in production and have not been 

producing income for 6 consecutive months preceding the 
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current taxable year; and 
(iv) are not included in class twenty property as 

described in 15-6-150" 

10. Page 2, line 12. 
Following: "(1) (a)" 
Insert: "," 
strike: "and" 
Following: n(l) (b)" 
Insert: ", and (1) (d)" 

11. Page 3, lines 19 through 21 
strike: sUbsection (c) in its entirety 

12. Page 4, line 11. 
Following: "all" 
Insert: "self-propelled" 

13. Page 4, lines 11 through 13. 
strike: ", fixtures" on line 11 through "five" on line 13 

14. Page 4, line 14. 
Following: "all" 
Insert: "self-propelled" 

15. Page 4, lines 14 through 16. 
strike: ", fixtures" on line 14 through "five"on line 16 

16. Page 4, lines 20 through 22. 
Strike: sUbsection (e) in its entirety 
Renumber: subsequent sUbsections 

17. Page 5, lines 1 through 8. 
strike: sUbsections (h) through (1) in their entirety 
Renumber: subsequent sUbsections 

18. Page 5, lines 10 and 11. 
Strike: "(n)" on line 10 through "property;" on line 11 
Renumber: subsequent sUbsection 

19. Page 5, line 20 through page 6, line 10. 
strike: sUbsections (3) and (4) in their entirety 
Renumber: subsequent sUbsection 

20. Page 6, lines 11 and 12. 
strike: ".!Al" on line 11 through "class" on line 12 
Insert: "Class" 

21. Page 6, line 12. 
strike: "ll" 
Insert: "9%" 

22. Page 6, lines 14 through 16. 
strike: sUbsection (b) in its entirety 
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23. Page 6, line 20. 
Strike: "eight" 
Insert: "twenty-two" 

24. Page 6, line 25. 
Strike: "eight" 
Insert: "twenty-two" 

25. Page 9, line 2. 
strike: "s..n9." 
Following: "[section 6]" 
Insert: ", and [section 7]" 

26. Page 9, line 24. 
Following: "for" 
Insert: "income-producing" 

27. page 9, line 25. 
Strike: "and" 

28. Page 10, line 1. 
Following: "for" 
Insert: "income-producing" 

29. Page 10, line 2. 
Following: class 
Insert: "; and 

(c) all golf courses, including land and improvements 
actually and necessarily used for that purpose, that consist 
of at least 9 holes and not less than 3,000 lineal yards" 

30. Page 10, line 3. 
Following: "(2)" 
Insert: "(a)" 
Strike: "or" 
Insert: "," 
Following: "15-24-1501," 
Insert: "or sUbsection (2) (b) of this section," 

31. Page 10, line 4. 
strike: "5.07%" 
Insert~ "4.8%" 

32. Page 10. 
Following: line 5 
Insert: "(b) Property described in sUbsection (1) (c) is taxed at 

one-half the taxable percentage rate established in 
sUbsection (2) (a). 

NEW SECTION. section 7. Class twenty-two property 
description -- taxable percentage. (1) Class twenty-two 
property includes: 

(a) all mining machinery except that specifically 
included and taxed in another class, fixtures, equipment, 
tools that are not exempt under 15-6-201(1) (r), and supplies 
except those included in class five; 
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(b) all manufacturing machinery except that 
specifically included and taxed in another class, fixtures, 
equipment, tools that are not exempt under 15-6-201(1) (r), 
and supplies except those included in class five; 

(c) all goods and equipment intended for rent or 
lease, except goods and equipment specifically included and 
taxed in another class; 

(d) furniture, fixtures, and equipment, except that 
specifically included and taxed in another class, used in 
commercial establishments as defined in this section; 

(e) x-ray and medical and dental equipment; 
(f) citizens' band radios and mobile telephones; 
(g) radio and television broadcasting and transmitting 

equipment; 
(h) cable television systems; 
(i) theater projectors and sound equipment; and 
(j) value-added property as defined in this section. 
(2) "Commercial establishment" includes any hotel; 

motel; office; petroleum marketing station; or service, 
wholesale, retail, or food-handling business. 

(3) The term "value-added property" means but is not 
limited to property that is used for the mechanical or 
chemical transformation of materials or substances into 
products in the manner defined as manufacturing in the 1987 
Standard Industrial Classification Manual prepared by the 
United states office of management and budget. The property 
must be used for the: 

(a) processing of Montana raw materials; or 
(b) processing semifinished products produced in 

Montana that are used as a raw material in further 
manufacturing. 

(4) (a) Except as provided in SUbsection (4) (b), 
class twenty-two is taxed at 6% of its market value. 

(b) Value-added property that is acquired by an 
industry after July 1, 1991, and is used in a value-added 
process is taxed at 5% of its market value." 

Renumber: subsequent sections 

33. Page 10, . line 7. 
strike: "and" 
Following: "6" 
Insert: ", and 7" 

34. Page 10, line 10. 
strike: "and" 
Following: "6" 
Insert: ", and 7" 
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d
e
r 

1
5

-2
4

-1
0

2
. 

e
x

c
e
p

t 
th

o
se

 
s
u

b
je

c
t 

to
 

ta
x

a
tio

n
 

u
n

d
e
r 

6
1

-3
-5

0
4

(2
); 

Ie
+

-
"
I) 

~
Q
g
g
i
l
.
,
d
 
8
~
!
!
i
p
m
:
:
:
:
:
:
:
:
:
:
U
~
i
9
r
.
 

n 
lIZ 

le
a
lle

. 

e
x

c
e
p

t 
g
~
 .. _a

.
n
~
q
u
l
p
n
i
e
n
"
E
'
 
s
p

e
c
ific

a
lly

 
in

c
lu

d
e
d

 
an

d
 

ta
x

e
d

 

..,==;:;;;:;:e, 
c 1 ;W

U
 

If) 
b

u
se

s 
an

d
 .tru

c
k

s 
h

a
v

in
g

 
a 

ra
te

d
 

c
a
p

a
c
ity

 
o

f 
m

o
re 

th
a
n

 
1 

to
n

, 
in

c
lu

d
in

g
 

th
o

se
 

p
ro

ra
te

d
 

u
n

d
e
r 

1
5

-2
4

-1
0

2
; 

Ig
) 

tru
c
k

 
to

p
p

e
rs 

w
e
ig

h
in

g
 

m
o

re 
th

a
n

 
3

0
0

 
p

o
u

n
d

s; 

-
4
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2
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2
5

 

LC
 

1
8

2
7

/0
1

 

s
p

e
c
ific

a
lly

 
in

c
lu

d
e
d

 
in

 
a
n

o
th

e
r 

c
la

s
s
. 

e
s
ta

b
lis

h
m

e
n

ts
 
a
s
 

d
e
fin

e
d

 
in

 
th

is
 
s
e
c
tio

n
: 

(
i)

 
x

-ra
y

 
a
n

d
 

m
e
d

ic
a
l 

a
n

d
 

(
j)

 
c
itiz

e
n

s
' 

(
k
)
 

b
ro

a
d

c
a
s
tin

g
 

a
n

d
 

tra
n

s
m

ittin
g

 

(m
) 

c
o

a
l 

a
n

d
 
o

re
 
h

a
u

le
rs

: 

: :::::.:.:::::::::_::iU a::ad ~ Ii ~
 ~ 

to
tie

l 
a
ll 

o
th

e
r 

p
ro

p
e
rty

 
n

o
t 

in
c
lu

d
e
d

 
in

 
a
n

y
 

o
th

e
r 

c
la

s
s
 

in
 
th

is
 
p

a
rt. 

e
x

c
e
p

t 
th

a
t 

p
ro

p
e
rty

 
s
u

b
je

c
t 

to
 

a 
fe

e
 

in
 

lie
u

 
o

f 
a 

p
ro

p
e
rty

 
ta

x
. 

(2
) 

A
s 

u
se

d
 

in
 

th
is

 
s
e
c
tio

n
. 

·c
o

a
l 

a
n

d
 
o

re
 
h

a
u

le
rs

"
 

m
ean

s 
n

o
n

h
ig

h
w

a
y

 
v

e
h

ic
le

s
 
th

a
t 

e
x

c
e
e
d

 
1

8
.0

0
0

 
p

o
u

n
d

s 
p

e
r 

a
x

le
 

a
n

d
 
th

a
t 

a
re

 
p

rim
a
rily

 
d

e
sig

n
e
d

 
a
n

d
 

u
se

d
 

to
 

tra
n

s
p

o
rt 

c
o

a
l. 

o
re

, 
o

r 
o

th
e
r 

e
a
rth

e
n

 
m

a
te

ria
l 

in
 

a 
m

in
in

g
 
o

r 
q

u
a
rry

in
g

 

e
n

v
iro

n
m

e
n

t. 

m
o

te
l; 

o
ffic

e
; 

p
e
tro

le
u

m
 

"
m

e
a
n

s
 

b
u

t 
is

 
n

o
t 

is
 

m
e
c
h

a
n

ic
a
l 

o
r 

o 

-
5
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1
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1
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1
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1
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1
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1
5

 

1
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1
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1
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1
9

 

2
0

 

2
1

 

2
2

 

2
3

 

24 

2
5

 

./
 

LC
 

1
8

2
7

/0
1

 

S
ta

n
d

a
rd

 
In

d
u

s
tria

l 
C

la
s
s
ific

a
tio

n
 M

an
u

al 

U
n

ite
d

 
S

ta
te

s
 
o

ffic
e
 

u
se

d
 

fa
r 

th
e
: 

(a
 

su
c
h

 
a
s
 

m
in

e
ra

ls
, 

a
n

d
 
fo

re
s
tr 

ro
d

u
c
ts

; 

o
r 

(b
) /P"r'~cessin9 

o
f 

s
e
m

ifin
is

h
e
d

 
p

ro
d

u
c
ts

 
p

ro
d

u
c
e
d

 
in

 
,
/
 

M
O

n
e'n

a 
th

a
t 

a
re

 
u

se
d

 
a
s
 

a 
raw

 
m

a
te

ria
l 

in
 

fu
rth

e
r 

7 
.
J
:
.
'
)
f
:
i
~
.
 

,,,,--is 
p

ro
p

e
rty

 
is

 
ta

x
e
d

 
a
t 9

~
'
~
~
 
its

 
-A

 
m

a
rk

e
t 

.v
a
lu

e
. 

's
 

5
\ 

N
EW

 
S

E
C

T
IO

N
. 

S
ectio

n
 3. 

A
p

p
lic

a
tio

n
 

fo
r 

c
la

s
s
if

ic
a
tio

n
 

a
s
 

v
a
lu

e
-a

d
d

e
d

 
p

ro
p

e
rty

. 
(1

) 
A

ny 
p

e
rs

o
n

, 
firm

, 
o

r 
o

th
e
r 

g
ro

u
p

 
s
e
e
k

in
g

 
to

 q
u

a
lify

 
its

 
p

ro
p

e
rty

 
fo

r 
c
la

s
s
if

ic
a
tio

n
 
a
s
 

tfcJe
_

"Iy ... "lc...J~ 
c
la

s
s
 
~
 

s
h

a
ll 

m
ak

e 
v

a
lu

e
-a

d
d

e
d

 
p

ro
p

e
rty

 
u

n
d

e
r 

a
p

p
lic

a
tio

n
 

to
 

th
e
 

d
e
p

a
rtm

e
n

t 
o

f 
re

v
e
n

u
e
 

o
n

 
a 

fo
rm

 
p

ro
v

id
e
d

 

b
y

 
th

e
 

d
e
p

a
rtm

e
n

t. 

(2
) 

If 
th

e
 

d
e
p

a
rtm

e
n

t 
m

ak
es 

a
n

 
in

itia
l 

d
e
te

rm
in

a
tio

n
 

th
a
t 

th
e
 

p
ro

p
e
rty

 
q

u
a
lifie

s
 
a
s
 

v
a
lu

e
-a

d
d

e
d

 
p

ro
p

e
rty

 
u

n
d

e
r 

+
 __ -e-l)'-yltW

O
 

c
la

s
s
 
~
,
 

i
t
 
s
h

a
ll 

p
u

b
lis

h
 
n

o
tic

e
 
o

f 
a
n

d
 

h
o

ld
 

a 
p

u
b

lic
 

1
\ 
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2
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2
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2
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2
3

 

24 

2
5

 

-, 

LC
 

1
8

2
7

/0
1

 

h
e
~
r
i
n
g
 

to
 
d

e
te

ra
in

e
 
w

h
e
th

e
r 

th
e
 p

ro
p

e
rty

 
sh

o
u

ld
 
re

ta
in

 
th

is
 

c
la

.s
if

ic
a
tio

n
. 

S
e

c
tio

n
 4

. 
S

e
c
tio

n
 1

5
-7

-1
0

3
, 

M
C

A
, 

is
 

am
en

d
ed

 
to

 
re

a
d

: 

-1
5

-7
-1

0
3

. 
C

la
s
s
ific

a
tio

n
 

a
n

d
 a

p
p

ra
is

a
l 

-
-

g
e
n

e
ra

l 
a
n

d
 

u
n

ifo
ra

 .
.
 th

a
d

s
. 

(1
) 

I
t 

is
 

th
e
 
d

u
ty

 
o

f 
th

e
 

d
e
p

a
rtm

e
n

t 
o

f 

re
v

e
n

u
e
 

to
 

im
p

le
m

e
n

t 
th

e
 

p
ro

v
is

io
n

s
 

o
f 

1
5

-7
-1

0
1

 
th

ro
u

g
h

 

1
5

-7
-1

0
3

 
b

y
 
p

ro
v

id
in

g
: 

(a
) 

fo
r 

a 
g

e
n

e
ra

l 
a
n

d
 

u
n

ifo
rm

 
m

e
th

o
d

 
o

f 
c
la

s
s
ify

in
g

 

la
n

d
s
 

in
 

th
e
 
s
ta

te
 

fo
r 

th
e
 

p
u

rp
o

se
 
o

f 
s
e
c
u

rin
g

 
a
n

 
e
q

u
ita

b
le

 

a
n

d
 

u
n

ifo
rm

 
b

a
s
is

 
o

f 
a
sse

ssm
e
n

t 
o

f 
s
a
id

 
la

n
d

s
 

fo
r 

ta
x

a
tio

n
 

p
u

rp
o

s
e
s
: 

(b
) 

fo
r 

a 
g

e
n

e
ra

l 
a
n

d
 

u
n

ifo
rm

 a
e
th

o
d

 
o

f 
a
p

p
ra

is
in

g
 
c
ity

 

a
n

d
 

to
w

n
 
lo

ts
: 

(c
) 

fo
r 

a 
g

e
n

e
ra

l 
a
n

d
 

u
n

ifo
rm

 
m

e
th

o
d

 
o

f 
a
p

p
ra

is
in

g
 

ru
ra

l 
a
n

d
 
u

rb
a
n

 
im

p
ro

v
e
a
e
n

ts: 

(d
) 

fo
r 

a 
g

e
n

e
ra

l 
a
n

d
 

u
n

ifo
rm

 
m

e
th

o
d

 
o

f 
a
p

p
ra

is
in

g
 

tim
b

e
rla

n
d

s
. 

(2
) 

A
ll 

la
n

d
s
 

s
h

a
ll 

b
e
 
c
la

s
s
ifie

d
 
a
c
c
o

rd
in

g
 

to
 
th

e
ir 

u
se

 
o

r 
u

se
s 

a
n

d
 
g

ra
d

e
d

 
w

ith
in

 
e
a
c
h

 
c
la

s
s
 
a
c
c
o

rd
in

g
 

to
 

s
o

il 

a
n

d
 

p
ro

d
u

c
tiv

e
 

c
a
p

a
c
ity

. 
In

 
su

c
h

 
c
la

s
s
if

ic
a
tio

n
 
w

o
rk

, 
u

se
 

s
h

a
ll 

b
. 

m
ad

e 
o

f 
s
o

il 
su

rv
e
y

s 
a
n

d
 

m
ap

s 
a
n

d
 

a
ll 

o
th

e
r 

p
e
rtin

e
n

t 
a
v

a
ila

b
le

 
in

fo
rm

a
tio

n
. 

(3
) 

A
ll 

la
n

d
s 

m
u

st 
b

e
 

c
la

s
s
ifie

d
 

b
y

 
p

a
rc

e
ls

 
o

r 

s
u

b
d

iv
is

io
n

s
 

n
o

t 
e
x

c
e
e
d

in
g

 
1 

s
e
c
tio

n
 
e
a
c
h

. 
b

y
 

th
e
 

s
e
c
tio

n
s
. 

fra
c
tio

n
a
l 

s
e
c
tio

n
s
. 

o
r 

lo
ts

 
o

f 
a
ll 

tr
a
c
ts

 
o

f 
la

n
d

 
th

a
t ~

a
v
e
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1
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1
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1
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1
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2
2

 

23 

24 

2
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LC 
1

8
2

7
/0

1
 

b
e
e
n

 
s
e
c
tio

n
iz

e
d

 
b

y
 

th
e
 

U
n

ite
d

 
S

ta
te

s
 g

o
v

e
rn

m
e
n

t, 
o

r 
b

y
 

lIe
te

s 
a
n

d
 

b
o

u
n

d
s, 

w
h

ic
h

e
v

e
r 

y
ie

ld
S

 
a 

tru
e
 
d

e
s
c
rip

tio
n

 
o

f 
th

e
 

la
n

d
. (4

) 
A

ll 
a
g

ric
u

ltu
ra

l 
la

n
d

s 
m

u
st 

b
e 

c
la

s
s
ifie

d
 

a
n

d
 

a
p

p
ra

is
e
d

 
a
s
 
a
g

ric
u

ltu
ra

l 
la

n
d

s 
w

ith
o

u
t 

re
g

a
rd

 
to

 
th

e
 

b
e
s
t 

a
n

d
 
h

ig
h

e
s
t 

v
a
lu

e
 

u
se

 
o

f 
a
d

ja
c
e
n

t 
o

r 
n

e
ig

h
b

o
rin

g
 

la
n

d
s
. 

(5
) 

In
 

a
n

y
 

p
e
rio

d
ic

 
re

v
a
lu

a
tio

n
 

o
f 

ta
x

a
b

le
 
p

ro
p

e
rty

 

c
o

m
p

le
te

d
 

u
n

d
e
r 

th
e
 
p

ro
v

iS
io

n
s 

o
f 

1
5

-7
-1

1
1

 
a
fte

r 
Ja

n
u

a
ry

 
1

. 

1
9

8
6

. 
a
ll 

p
ro

p
e
rty

 
c
la

s
s
ifie

d
 

in
 

1
5

-6
-1

3
4

 
o

r 
[s

e
c
tio

n
 

6
) 

m
u

st 
b

e 
a
p

p
ra

is
e
d

 
o

n
 
its

 
m

a
rk

e
t 

v
a
lu

e
 

in
 

th
e
 

sam
e 

y
e
a
r .. 

T
h

e 

d
e
p

a
rtm

e
n

t 
m

ay 
u

se
 

th
e
 

sam
e 

y
e
a
r 

fo
r 

p
ro

p
e
rty

 
c
la

s
s
ifie

d
 

in
 

1
5

-6
-1

3
4

 
o

r 
[s

e
c
tio

n
 
6

/. 
T

h
e 

d
e
p

a
rtm

e
n

t 
s
h

a
ll 

p
u

b
lis

h
 

a 
ru

le
 

s
p

e
c
ify

in
g

 
th

e
 

y
e
a
r 

u
se

d
 

in
 

th
e
 

a
p

p
ra

is
a
l 

o
f 

p
ro

p
e
rty

 

c
la

s
s
ifie

d
 

in
 

1
5

-6
-1

3
4

 
a
n

d
 

th
e
 

y
e
a
r 

u
se

d
 

in
 

th
e
 
a
p

p
ra

is
a
l 

o
f 

p
ro

p
e
rty

 
C

la
s
s
ifie

d
 
in

 
(s

e
c
tio

n
 

6
). 

(6
) 

A
ll 

sew
ag

e 
d

is
p

o
s
a
l 

sy
ste

m
s"a

n
d

 
d

o
m

e
stic

 
u

se
 

w
a
te

r 

su
p

p
ly

 
sy

ste
m

s 
o

f 
a
ll 

d
w

e
llin

g
s 

m
ay 

n
o

t 
b

e
 

a
p

p
ra

is
e
d

. 

a
s
s
e
s
s
e
d

. 
a
n

d
 

ta
x

e
d

 
s
e
p

a
ra

te
ly

 
fro

m
 

th
e
 

la
n

d
. 

h
o

u
se

, 
o

r 

o
th

e
r 

im
p

ro
v

e
m

e
n

ts 
in

 
w

h
ich

 
th

e
y

 
a
re

 
lo

c
a
te

d
. 

In
 

n
o

 
e
v

e
n

t 

m
ay 

th
e
 

sew
ag

e 
d

is
p

o
s
a
l 

o
r 

d
o

m
e
stic

 
w

a
te

r 
su

p
p

ly
 

sy
ste

m
s 

b
e
 

in
c
lu

d
e
d

 
tw

ic
e
 

b
y

 
in

c
lu

d
in

g
 

th
em

 
in

 
th

e
 

v
a
lu

a
tio

n
 

a
n

d
 

a
s
s
e
s
s
in

g
 

th
em

 
s
e
p

a
ra

te
ly

."
 

S
ectio

n
 5. 

S
e
c
tio

n
 

1
5

-1
0

-4
0

2
, 

M
C

A
. 

is
 

am
en

d
ed

 
to

 
re

a
d

: 

-1
5

-1
0

-4
0

2
. 

P
ro

p
e
rty

 
ta

x
 

lim
ite

d
 

to
 

1
9

8
6

 
le

v
e
ls

. 
(1

) 

E
x

c
e
p

t 
a
s
 

p
ro

v
id

e
d

 
in

 
s
u

b
s
e
c
tio

n
s
 

(2
) 

a
n

d
 

(3
). 

th
e
 

am
o

u
n

t 
o

f 

-8
-



~
 

(3
) 

T
h

e te
ra

 .v
a
lu

e
-a

d
d

e
d

 p
ro

p
e
rty

· 
m

ean
s 

b
u

t 
is

 
n

o
t 

lim
ite

d
 to

 p
ro

p
e
rty

 th
a
t 

is
 
u

se
d

 
fo

r 
th

e
 m

e
c
h

a
n

ic
a
l 

o
r 

c
b

 .
.
 ic

a
l 

tra
n

s
fo

ra
a
tio

n
 o

f m
a
te

ria
ls

 
o

r s
u

b
s
ta

n
c
e
. 

in
to

 
p

ro
d

u
c
ts 

in
 tb

e
 m

an
n

er d
e
fin

e
d

 a
s
 
m

a
n

u
fa

c
tu

rin
g

 
in

 
th

e
 

1
9

8
7

 
S

ta
n

d
a
rd

 In
d

u
s
tria

l C
la

s
s
ific

a
tio

n
 M

an
u

al 
p

re
p

a
re

d
 

b
y

 
th

e
 

U
n

ite
d

 S
ta

te
s
 o

ffic
e
 o

f 
m

an
ag

em
en

t a
n

d
 
b

u
d

g
e
t. 

T
h

e 
p

ro
p

e
rty

 
m

u
st 

b
e
 u

se
d

 
fo

r 
th

e
: 

(a
) 

p
ro

c
e
.s

in
g

 o
f M

o
n

tan
a 

raw
 m

a
te

ria
ls

; 
o

r 
(b

) 
p

ro
c
e
ssin

g
 se

m
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ROLL CALL VOTE 

SENATE CCM1ITl'EE.~O;.;.;N~T-.;.A=X~AT;:..;:I;..;::;O.:o:..N ____ _ 

, s 12 Bill No. 6&/J TiITe ---

NAME YES 
" I 

SEN. HALLIGAN X 
SEN. BROWN Y 
SEN. ECK )( 

SEN. GAGE X 
SEN. VAN VALKENBURG X 
SEN. HARP Y 
SEN. YELLOWTAIL I X 
SEN. THAYER X 
SEN. TOWE x 
SEN. KOEHNKE \ X 
SEN. DOHERTY 

I 

~~~M ~/~/~ 
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ROLL CALL VOTE 

SENATE aM1ITrEE:..--;;O;.;;.N.....;T:;.;;.;A=XA;.;.;;;T .... I O;;.;;.N~ ___ _ 

Date LJ) :z/1 / __ ~S~.I5~Bill No. (III) Time __ 
~ I 

,. 
I 

SEN. HALLIGAN Y 
SEN. BROWN Y 
SEN. ECK X 
SEN. GAGE X 
SEN. VAN VALKENBURG X 
SEN. HARP >( 
SEN. YELLOWTAIL I X 
SEN. THAYER Y 
SEN. TOWE I x 
SEN. KOEHNKE I y 
SEN. DOHERTY I 

t 

I I 

Itltion: .Jlil .£1d"ld,/A4) t/rU-J IJdI)Mt MI! 
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SEN. THAYER 

SEN. TOWE 

SEN. KOEHNKE 

SEN. DOHERTY 

Secr:iiff!l!/ pdpZ21/) 
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PROGRESS SINCE THE COAL TAX REDUCTION TOOK EFFECT 

The first reduction phase took effect on July 1, 1988: 

PRODUCTION COAL MINE EMPLOYMENT 

July 1, 1988 38.9 million tons 1142 employees 

July 1, 1989 37.8 million tons 1113 employees 

July 1, 1990 37.5 million tons 1102 employees 

Dec. 31, 1991 34.3 million tons (est) 1146 emp1oyees* 

Dec. 31, 1992 34.4 million tons (est) 

Dec. 31, 1993 34.2 million tons (est) 

Dec. 3l. 1994 30.6 million tons (est) 

Source: Production figures - Montana Coal Council 
Employment figures - Montana Department of Labor (the 

numbers used by the companies to pay workers 
compensation and unemployment compensation taxes) 

* January 31, 1991 

; 



Production and Value 
_ The following chart shows production for 1979 through 1989. The price 
~ r ton at the various sites depends on the quality of coal (healing value, 
illDlsture content, sulfur and ash content, etc.) but an average lor Calendar 
Year 1989 was $7.40 per ton making the value of that coal $280 million. The 
price Is established by the Department 01 Revenue after the three state and 

,_ 0 lederal taxes are deducted. Therefore, It doas not reflect the total cost . 
{ the coal. 
lit 

Year 

1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 

.1989 

Co.1 Production 

Production 
(Million Tons) 

32.5 
30.0 
33.3 
27.8 
28.7 
33.1 
33.1 
33.7 
34.4 
38.9 
37.8 

Source: Workers Compo Division, Dept. of Lebar 

Coal Producllon E,tlmate. In Million. 01 Ton. 
.. lor the Major Monlana Coal Min •• a. 01 January, 1890 

Actual 
1888 1890 1881 1882 1883 

if ecker Coal 10.1 11.4 11.1 11.2 11.2 
. .,nlle River .3 .2 .2 .2 .2 

e.body Coal 3.7 3.5 3.2 3.2 3.2 
Spring Creek 6.0 7.0 7.0 7.0 7.0 
111188lern Energy 13.7 12.0 11.8 11.8 11.6 

leslmoraland 4.0 3.0 3.0 3.0 3.0 

ill 37.8 35.1 34.3 34.4 34.2 

Source: Individual Companle. 

Ii. 

This brochure was prepared by the. staff of 
the Montana Coal Council with the assis­
tance of Informational sources quoted. The 
Montana Coal Council Is a trade association 
whose members are Involved In the produc­
tion of coal In Montana. We support real/stlc 
state and national environmental and social 
standards. The Council also recognizes the 
need for a federal energy policy that will lead 
to the development of domestic energy 
sources and reducing this nation's depen­
dence on foreign 011. 

Montana Coal Council 
2301 Colonial Drive 
Helena, MT 59601 

(406) 442·6223 
Executive Director: James D. Mockler 
Offlcf! Manager: Danette M. Warren 

1884 

8.8 
.2 
0 

7.0 
11.6 
3.0 

30.6 

~tnAlt .MAlION 

EXHIBIT NO. ..3 
~-:-----

DATE.. rI.~9/· 
8W. NO. \ 54 rl4 

Montana 
Coal 
·1990 

Every ton of Montana coal 
replaces 3 % barrels of 
foreign oil. 

; 
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$28.910 
Gas 7.751 

'l'otnl $19.565 

TABLE 3 
Estimated Net and Gross Proceed Taxes 

(In Millions) . 

Tax Tax Tax 40 Mills 
Fiscal Fiscal Biennium Fiscal 
1992 1993 1992-93 1992 

Oil $32.802 $34.324 $ 67.126 $ 6.817 

Gas 8.585 8.350 16.935 1.732 
"", ""~"~ffi,"iI.£",.:''"·'' ),Coal i~ \':;'~\:,r .1a'; §8Q:r'f$f~Ip.:~\'!'ll~2...5~': 

:.t'«-J ,"" t.:. '",-~':·~·i.!'~ ~-i'A"lf~ •.. ~(.:. t ... _",~.. ..,' .(',',.d,t ~,..,' .K~ , 

Total $54.067 $55.146 $10'9)213 

OIL 
Table 3 ~7.l26 
Table 1 59.162 

$ 7.964 

$13.193 

TOTAL 
Table 3 $109.213 
Table 1 100.047 

$ 9.166 

40 Mills 
Fiscal 
1993 

$ 7.133 

1.684 

$13.385 

; 

$100.047 

40 Mills 
Biennium 

1992-93 

$13.950 

3.416 

.· .. ·~26.578 
, 
'-. 

f1 
,.'') 



SF",~TE TAXATION 
E:n~\9IT NO. 57 

MONTANA COAL TAX 

DATE... ~~/II . :,:~ ,;~ 
SIU No... S 4 .fl?P~ .. ~ ::; 

"'i 

Under senate Bill 470: 13.5% of F.O.B. Mine Price 

Combined with Local Geovernment Severance Tax (Flat Tax) and 
Resource Indemnity Trust Tax: 

Combined rate under 

Statutory Rate: Flat tax 
RIT tax 

Effective Rate: Flat tax 
RIT tax 

Severance tax 

current law (after July 1, 

Effective Rate - Flat tax 
- RIT tax 

Severance tax 

COMPARISON WITH NORTH DAKOTA 

North Dakota Tax Rate = 77 cents per ton. 

At $7.36 per ton - 10.42% 
At $5.50 per ton - 14.0% 
At $5.00 per ton - 15.4% 

COMPARISON WITH WYOMING 

= 5.0% 
= .5% 

= 3.36% 
= .337% 
= 13.50% 

17.197% 

1991): 

= 3.36% 
= .337% 
= 10.09% 

13.787% 

State Severance Tax - 8.5% (The base varies according to the 
Direct Mining Cost Ratio at the particular mine site). 

Assume 78% Direct Mining Cost Ratio 
Plus Ad valorum tax (County Property 
Tax - Campbell Co. = 59.324 mills) 
Plus Sales Tax (4% in Campbell Co.) 

Assume 85% Direct Mining Cost Ratio 
Plus Ad valorum tax 
Plus Sales Tax 

Without the sales tax: 

Assume 78% Direct Mining Cost Ratio 
Assume 85% Direct Mining Cost Ratio 

6.375% 

4.45% 
4.0% 

14.825% 

6.79% 
4.74% 
4.0% 

15.53% 

10.825% 
11.53% 
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j S{7flf3IT NO. __ 6 
DAT~ 4'(~'-!-V---:--.~ c', 

ilU. NCL.S~;c...(-::'.A: , :;;.' -~ ~-,'" :!3:~ 
COMPETITIVE ADVANTAGE OF MONTANA COAL 

Freight Rates: It is 125 miles shorter to Minneapolis from 
Montana Coal mines (Decker and Spring Creek). 

Assume 1.0 cents per ton mile = $1.25 per ton less frieght. 

Assume $8.00 per ton coal before Montana Severance taxes: 

Coal 
Tax 

MONTANA 
- $8.00 

1.34 
9.34 

Coal 
Tax 

Plus Extra Frieght 

WYOMING 
$8.00 

.92 
8.92 
1.25 

10.17 

In order for the Montana tax to price Montana Coal out of the 
market (Minneapolis and Great Lakes area), we would have to have 
a tax with an effective rate of 27.1%: 

Competitive Wyoming price 
Montana tax ($10.17 - $8.00) -
Effective rate ($2.17 /$8.00)-

$10.17 
2.17 

27.1% 

i 
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WE, THE UNDERSIGNED TAXPAYING CITIZENS OF POWDER RIVER. COUNTY, IN SOUTHEASTERN MONTANA, 

, HEREBY REQUEST THAT THE MONTANA LEGISLATURE STAND BACK OF MONTANA'S COMMITMENT TO THE 

i.tOAL COMPANIES, "THROUGH THEWINDOW·OF OPPORTUNITY", TO REDUCE THE COAL SEVERANCE TAX 
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~E, THE UNDERSIGNED TAXPAYING CITIZENS OF POWDER RIVER COUNTY, IN SOUTHEASTERN MONTANA, 

, ~iEREBY REQUEST THAT THE MONTANA LEGISLATURE STAND BACK OF MONTANA'S COMMITMENT TO THE 

* i.'::OAL COMPANIES, "THROUGH THE WINDOW OF' OPPORTUNITY", TO REDUCE THE COAL SEVERANCE TAX 
I , 

TO 15%/~ULY 1./997~~1. . . 
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WE, THE UNDERSIGNED TAXPAYING CITIZENS OF POWDER RIVER COUNTY, IN SOUTHEASTERN MONTANA, 

IEREBY REQUEST THAT THE 'MONTANA LEGISLATURE STAND BACK OF MONTANA'S COMMITMENT TO THE 

IrtOAL COMPANIES. "THROUGH THE WINDOW OF. OPPORTUNITY". TO REDUCE THE COAL SEVERANCE TAX 
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~E, THE UNDERSIGNED TAXPAYING CITIZENS OF POWDER RIVER COUNTY, IN SOUTHEASTERN MONTANA, 

'IEREBY REQUEST THAT THE MONTANA ~EGISLATURE STAND BACK OF .MONTANA's COMMITMENT TO THE 

_OAL COMPANIES, "THROUGH THEWIND01lJ OF. OPPORTUNITY", TO REDUCE THE COAL SEVERANCE TAX 

't'O 15%joJULY 1, 1991 THANK YOUI 
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~WE, THE UNDERSIGNED TAXPAYING CITIZENS OF POWDER RIVER COUNTY, IN SOUTHEASTERN MONTANA, 

HEREBY REQUEST THAT THE MONTANA LEGISLATURE STAND BACK OF MONTANA'S COMMITMENT TO THE 
~ 
"COAL COMPANIES,. "THROUGH THE WINDOW OF OPPORTUNITY", TO REDUCE THE COAL SEVERANCE TAX 
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~, THE UNDERSIGNED TAXPAYING CITIZENS OF POWDER RIVER COUNTY, IN SOUTHEASTERN MONTANA, 
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~E, THE UNDERSIGNED TAXPAYING CITIZENS OF POWDER RIVER COUNTY, IN SOUTHEASTERN MONTANA, 

~ \.fEREBY REQUEST THAT THE MONTANA LEGISLATURE STAND BACK OF MONTANA'S COMMITMENT TO THE 

kOAL COMPANIES, "THROUGH THE WINDOW OF OPPORTUNITY", TO REDUCE THE COAL SEVERANCE TAX 

TO 15%, JULY 1, 1991 - THANK YOUI 
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"WHAlE STANDING COMMITTEE REPORT 

HR. IIRESlm;NT I 

Page 1 of 1 
April 2, 1991 

We, your committee on Taxatioll having had under consideration 
Senate BU.! No. 435 (first re~dl.ng copy .-- white), respectfully· 
report that Senate Bill No. 135 do p~BS. 

I-B J.t.6.hl 
Amd. ~t).["d. 
o'i6 i 0.. ) 1.'0le; 

.. ~~ .. w-.. , .. -.-.... '..f:.-~., ~ .. -"''''-
Sec. of Senate 

tLi){e Ball1g9-' , Chcd rman 

691058SC.SLB 

........ _-



Box 48 
Broadus, Mt. 59317 
March 6, 1991 

Rep. Dan Harrington & Sen. Mike Halligan 
Chairmen-Senate & Ilouse Taxation Commities 
Capitol Stat ion 
He lena, Mt. 59601 

Dear Sirs: 

you will find attached and enclosed herewith a number 
of petitions signed by as many of our local tax payers 
as we muld contact on such short not ice. 

The petition reads as follows: 

WE, THE UNDERSIGNED TAXPAYING CITIZENS OF POWDER RIVER 
COUNTY, IN SOUTHEASTEHN MONTANA, HEREBY RE~UEST THAT THE 
MONTANA LEGISLATURE STAND BACK OF MONTANA'S COMMITMENT 
TO THE COAL COMPANIES, "THROUGH THE WINDOW OF OPPORTUNITY", 
TO REDUCE THE COAL SEVERANCE TAX TO 15%, JULY 1, 1991. 
THANK YOU!!! 

I sincerely hope that these petitions will influence your 
voting power to NOT freeze the severance tax at the dis­
advantagious 20% but reduce it to 15% as was promised. These 
petit ions along with Senator Yellowtail's and Rep. lVlar ion; 
Hanson's corroborative statements as to our sentiments here 
in Broadus, on reduced coal severance tax, should alleviate 
ahy problems you might have in voting against Towe's SB352. 

We shall count on your fair judgement and s ire ere support .. 

Sin.cerelY:\"'1 
Lv-e9J1:: IJ~ 

/ 
Joe McDowell, Pres. 
Powder River Co. farm Bureau 

Many enciosures 
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~WE, THE UNDERSIGNRD TAXPAYING CIrIZENS OF POWDER RIVER COUNTY, IN SOUTHEASTERN MONTANA, 

~ HEREBY REQUEST THAT THE MONTANA LEGISLATURE STAND BACK OF MONTANA'S COMMITMENT TO THE 
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"WE, THE UNDERSIGNED TAXPAYING CITIZENS OF POWDER RIVER COUNTY, IN SOUTHEASTERN MONTANA, 

HEREBY REQUEST THAT THE MONTANA LEGISLATURE STAND BACK OF MONTANA'S COMMITMENT TO THE 

A.COAL COMPANIES, "THROUGH THE WINDOW OF OPPORTUNITY", TO REDUCE THE COAL SEVERANCE TAX 

TO 15%, JULY 1, 1991 - THANK YOU I 
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~E, THE UNDERSIGNED TAXPAYING CITIZENS OF POWDER RIVER COUNTY, IN SOUTHEASTERN MONTANA, 

,;'!EREBY REQUEST THAT THE MONTANA LEGISLATURE STAND BACK OF MONTANA'S COMMITMENT TO THE 

TO REDUCE TH~ COAL SEVERANCE TAX 
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Montana Coal Council 
Comments on SB 470 

SB 470 (Towe) attempts to do four things: 

1. Calculate severance tax as a percentage Qf gross FOB mine 
value including: 

a) Pre-tax value of the coal 
b) Severance tax 
c) Gross proceeds tax 
d) RITT tax 
e) Royalty 
f) Federal black lung tax 
g) Federal reclamation fee 

2. Calculate gross proceeds tax as a percentage of gross FOB 
mine value including: 

a) Pre-tax value of the coal 
b) Severance tax 
c) Gross proceeds tax 
d) RITT tax 
e) Royalty 
f) Federal black lung tax 
g) Federal reclamation fee 

3. Tax coal in place at 3.86\ or 45\ of gross proceeds. 

4. Tax coal operator profits at an additi~nal 20\. 

Using the current average contract sales price for coal of 
$7.40 and average mill levies at 180 mills, the following table 
compares SB 470 with current law (excluding "excess profits" and 
coal in place taxes). 

• SB 470 Current 
ProEosal Law : Change 

, 

Contract Sales Value* $7.400 $7.400 0 
Severance Tax 1.789 1.133 + .656 
Gross Proceeds Tax @ 180 Mills** 1.471 .378 +1.093 
Resource Indemnity Trust Tax .033 .033 0 
Reclamation Tax .350 .350 0 
Black Lung Tax .. 550 .470 + .080 
Royalty 1.656 1.395 + .261 

FOB Mi'ne Price $13.249 $11.159 +2.090 

Calculated on 37.5 mil,lion ton of coal - an increase of $78,375,000 

*$7.40 is contract sales price. adopted by HJR 24 . 
. **180 mills is approximate average f~r.all mines. , , 



·, 

'-

The result is a severance tax of 24.2\ and a gross proceeds 
tax of 19.9' which added with RITT at .4\ make a total of 44.5\ as 
opposed to 20.4\ (assuming 15\ severance) or an increase of 118\. 

Taxing coal in place creates a special dilemma because of 
several things. 

To my knowledge no mining company owns any ·of the coal they 
mine. Most of the coal is owned by the Federal Government, the 
Crow Tribe, the state of Montana or private sources other than coal 
companies. 

I 

While the bill states that if the producer opts not to pay the 
tax bn coal in place, he will pay a 45\ increase in gross proceeds 
(which 'raises the severance which raises the royalty which raises 
the gross proceeds). The producer doesn't own the coal, but I 
would expect he would opt to have the owner pay. However, other 
than providing some humor to the Federal Government, the Crow Tribe 
and the state of Montana, I doubt that there would be much 
reaction. 

If on the other hand the intent all along is to charge the 
producers for their leases on about 1 billion tons, that would come 
to about another $7 million per year if the coal in place was 
val ued at, $1 per ton or an additional $30 mi 11 ion in gross 
proceeds, severance and royalty if the producer paid the 45\ gross 
proceeds penalty. 

Incidently, the House has seen fit to table a bill co­
sponsored by Senator Towe to tax minerals in place. 

After all is said and done, if there is anyone left to mine 
the coal and if they should make a profit for having the privilege 
of being in the coal business, they could pay an additional 20\ 
. income tax. An interesting concept , especial I y if one envisions 
similar treatment for lawyers, doctors and at times even farmers 
and ranchers. 

A bill' co-sponsored by this bi 11 's sponsor to do the same 
thing was likewise tabled in the House. 

Some questions I would assume the counties may wish to have 
answered is why the coal gross proceeds would no longer apply 
toward their general fund, elementary levies, high school levies, 
university levies, retirement fund and transportation fund 
(Sections 27-33). What are they to do with their windfall? 

I also find it curious that the bill has a retroactive date to 
.all coal produced in 1991 yet the bill specifies the new definition 
of. "contract sales price" does not take affect until after December 
31, 1991. 



MONTANA WYONONQ 
S.B.470 

@ 15% @ 13.5% 

Average Sales Price ~ !§.Jlg ~ 

State Production Taxes 

Severance 0.5991 0.810 0.375 

Gross Proceeds 0.200 0.470 

Resource Indemnity Trust Tax 0.011 0.011 

Extraction Tax Q.2SQ2 

Sub-Total 0.810 1.291 0.6553 

Other Taxes and Royalties 

Federal Reclamation Pee4 0.346 0.346 0.343 

Black Luni tax 0.253 0.253 0.253 

BLM Royalty 0·750 Q.1SO Qa7Sa 
Sub-Total 1.349 1.349 1.346 

Total Tax $2.1S9 ~'1~4g ~"ggl 

1 Montana Severance Tax at a 15 % rate. 
" 

1 Latest Converse County rate of 6.338%, Sweetwater County rate is 7.412%. 

) There is no Wyoming sales tax imposed on coal sold for electricity. 

4 Pee of 35¢ is reduced some by excess moisture. 

1125.1PS 
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S~NATE STANDING COMMITTEE REPORT 

HR. PHES I1H1Wt I 

Page 1 of 5 
April 2, 1991 

I' 
We, your committee on Taxation having had under consideration 

Sandte Bill No. 460 (first reading copy -- white), respectfully 
report that Senate Bill No. 460 be amended and as so amended do 
~)ass; 

1. Title, lines 5 and 6. 
Strike: ~REDUCING" on line 5 through "PERCENT" on line 6 
Insert: "CR&ATING A NEW CLASS Of PROPERTY POR STATIONARY 

COHlUlRC lAI, PHOPERTY I ES'fABI.I SIlING 'rHEl 'l'AX HA'llE ON STA'r JONARY 
COt-HltmCIAL P}JRt30NAI.. pnOPEHTY AT 6 PF.lH(,~;NIJ'" 

2. Title, line B. 
Following: "FOR" 
Insert: "INCOME-PRODUCING" 

3. Title, line 9. 
Strike: "INCREASING" 
Insert: "ESTABLISHING" 
I' 0 11 0 wi 11 9 , " 0 N .. 
InBert: "INCOME-PRODUCING" 

4. 'llitle, 11ne 10. 
Strike: "'1'0 5.07" 
Insert, "AT 4.8" 
Following: "PERCENT;" 
Insert, "PROVIDING THAT NONINCOHE-PRODUCING COMMERCIAL LAND AND 

IHPROV~HENTS ARE RETAINED IN CLASS FOUR PROPERTYl" 

5. Page 1, line 18. 
titrike; "!!." 
Iusert.: "till :lnc()lIle··prodl.lcing" 

6. Page 1, line 20. 
S t [' i k t: I .. £l.. .. 
Insert: "dO income-producing" 

7. Paye 2, line 6. 
E'ollowin<.j: ";" 
Insert: "dnd.'~ 

8. Page 2, lines 7 through 9. 
Strike; !mJwectiofl (d) in its entlretv 

9. Page 2, line 9. 

691053SC. Sl.B 



Followingl "yards" 

Page 2 ut: 5 
Apr'Ll 2, 1991 

Insertl "(d) commercial land and improvements that. 
(i) are integrally related in a single working unit'l 
(ii) are not in production ,'lnd are not. produelnq OTl 

the aaseasment date of the current taxable year; 
( iii) have not been in produG t.ion and have not. b,..nr. 

producing income for 6 consecutive months preceding the 
current taxable yoal; and 

(iv) are not 1.nclurled in class twenty property 8R 
described in 15-6-150" 

10. Page.2, line 12. 
Fo11owingl "(I)(a)­
Insert, .. , .. 
Strike I .. and" 
Following, "(l)(b)" 
Insert I ", and (1) (d) .. 

1.1. Page 3, lines 19 through 21 
Strikel subsection (c) in its entirety 

12. Page 4, line 11. 
Followings "all" 
Insertl "self-propelled" 

13. Page 4, lines 11 through 13. 
Strikel ", fixtures" all Line 11 through "five" on line 1.3 

14. Page 4, line 14. 
Fo11o~ing: "all" 
Insert. "self-propelled" 

15. Page 4, lines 14 through 16. 
Strike: ", fixtures" on line 14 through "flve"on line 16 

16. Page 4, lines 20 through 22. 
Strikel subsection (e) In its entirety 
Renumberl subsequent subsections 

17. Page 5, lines 1 through 8. 
Strikel subsections (hi through (1) in their entirety 
Renumber, subsequent subsections 

18. Page 5, lines 10 and 11. 
Strike: "(n)" on line 10 through "ru;:..q.£llt.Y..i." on line 11 
Renumberl subsequent subsection 

19. Page 5, line 20 through page 6, line 10. 



Strllce: "or" 
Insertl "," 
Followings "15-24-1501," 
Insert: "or subsection (2) (b) of t.h:ls section," 

31. Page 10, line 4. 
Strike: "5.07%" 
Insertl "4.8%" 

32. Page 10. 
Followingr line 5 

Pa91~ 4 of 5 
April 2, 1991 

Insert: "(b) Property des~ribed in subsection (1)(c) is taxed at 
_no-half the taxable percentage rate established in 
Bubsection (2)(a). 

~F.Jj S~~TIQl!..!.. Se(!tion 7. Class twent.y--two property 
description -- taxable percentage. (I) Class twenty-two 
property inciudesl 

(a) all mining machinery except that specifically 
incl.uded and taxed in another class, fixtures, equlpm~nt, 
tools that are not. exempt under 15-6-201 (1) (r), and suppl.ies 
except those incl.uded in class five: 

(b) all manufacturing machinery except that 
specifically included and taxed in another class, fixtures, 
equipment, tools that are not exempt under 15-6-201(1){r), 
and supplies except those in~luded in class five; 

(c) all goods and equipment intended for ~ent or 
lease, except goods and equipment specifically included and 
taxed in another class; 

(d) furniture, fixtures, and equipment, except Lhat 
specifically included and taxed in another class, used in 
commercial establishments as defined in this section; 

(e) x-ray and medical and dental equipment~ 
(f) citizens' hand radio~ and mobile telephones; 
(g) radio and television broadcasting and transmitting 

equipment, 
(h) cable television systems; 
(i) theater projectors and Bound eqUipment: and 
(j) value-added property a5 defined in this sectinn. 
(2) ·Commercial establishment" includes any hotel; 

motel; office; petroleum marketing station; or service, 
wholesale, retail, or food-handling bUsiness. 

(3) The term .. value--adc1ed property" m~ans but is not 
limited to property that Is used for the mechanical or 
chemical transformation of materials or substances into 
products in the manner defined as manufacturing in the 1987 
Standard Industrial C lassi f .teat.! on Manual prepared by th~ 
United States office of management and budget. The property 
must be used for th~1 

691053~;I'. SJ .. B 
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.......... ,.j 

Strike. Bubsections (3) and (4) in their entirety 
Renumber, subsequent Bubsection 

20. Page 6, lines 11 and 12. 
Strikel "Lu" on li.ne 11 thl"Ough "l~l~M" on line 12 
Insertc "Class" 

21. Page 6, line 12. 
Strike, ",fiJi." 
Insertl "9%" 

22. Page 6, lines 14 through 16. 
Strike a :subsection (b) j nits entiret.y 

23. Page 6, line 20. 
Strikes "eight" 
Inserta "twenty-two" 

24. Page 6, line 25. 
Strike: "eight" 
Insert: "twenty-two" 

25. Page 9, line 2. 
Strike. "!ill!!." 
Followingl "(section 61" 
Insert I .. , and (sec tion 7)" 

26. Page 9, line 24. 
Following: "for" 
Insert: "income-producinq" 

27. Page 9, line 25. 
Strike. "and" 

28. Page 10, line 1. 
Followingl "for" 
Inserta "income-producing" 

29. Page 10, line 2. 
Follow!ngt clasa 
Insert: "; and 

Page 3 of 5 
April 'J., 1991 

(c) all golf courses, including land and improvempnts 
actually and necessarily used for that purposa, that consist 
of at least 9 holes and not less than .3,000 lineal yardft" 

30. Page 10, line 3. 
Following I .. (2)" 
Insert. "(a)" 



.~. . -I 

Strik.e; "or" 
Insert. "," 
Following: "15"24-.. 1501, ,. 
Insert.1 "or subst!ction ('2)(b) ot t,h.ir.> sectton," 

31. Pagf~ 10, line 4. 
gtrike: "5.071." 
fnBert: "4.8%" 

32. PCI(je 10. 
Following: 11ne 5 
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Insert: "(b) Property (h:scribed .in subsection (1) (e) is taxl~d at 
oIHi··half the tdxal>lt~ peu:entaye rute HstabJished in 
Buhr:;eetion (2)(a). 

N.tlJ:L S~STJq.N..:.. Section -,. Cl,uw twenty-·two property 
descript..1on -_. taxable percelltdqe. (1) r. Lass t\-/enty-two 
property includesl 

(a) all mining machinery exc~pt that specifically 
included and taxed in another class, fixtures, equipment, 
tools that are Ilot exempt under 15-6-~01(1)(r), and supplies 
exct:)pt those included .in class five; 

(b) all IIIdHutclGturin9 maehinery except t,hc.lt, 
specifically included and taxed in another class, fixtures, 
equipillent, tools that ar~ lint exempt under 15-6-201 (1) (r), 
aud supplies eXI;(~pt tho::H~ included in 1-:10S3 flvc; 

(e) all goads and equipment intended tor rent or 
leas~, except goods and eq\liprnent specifically included and 
taxed in another class: 

(d) furniture, fixtures, and equipment, except that 
s[lecU:ically lncluded and taxed in another Glass, used 1n 
commercial ~stablishments as defined il. this section: 

(e) x·· ray and medical and dental equipment; 
If) citizens' hand radios and mobile telephones; 
(y) radio and television broadcasting and transmitting 

equ i PlIlt}ot; 
(h) cable television systeulf3; 
(i) theater projectors and sound equipment, and 
(j) value-added property as defined 1n this section. 
(2) aCommercial establishment" includes any hotel; 

mot~l; uffice; petroleu~ marketing station; or service, 
wholesale, retail, or food handling business. 

(3) The term "value-added property" means but is not 
1 imit.ed 'to property that is used for the IIH::1chanical or 
chelltiedl transtormdtion of Blat-aI'ials or Bubstances into 
products in the manner defined as manufacturing in the 1987 
Standard Indu~trial e lass i t :lcHtiofl McHlua.l pn~pared by the 
Un 1. ttl d State s 0 l' f tee 0 f mam1gelOent and lHldt;:JI= t. The prope rty 
must be used for thaI 
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(a) proc{lssin(~ ot Moulana raw materials; or 
(b) processing semifinished products produced in 

Montana that are used as a raw rnatfjI:lal ill further 
manutacturir&g. 

(4) (a) Except as provided in subsection (4){b), 
class twenty-two is taxed at 6\ of its market value. 

(b) Value-added property that is acquired by an 
industry after July 1, 1991, and is used in a value-added 

'process is taxed at 5% of its market value." 
Renumber: subsequent sections 

33. Page to, line "I. 
Strike: "and" 
~'ollowiny, "6" 
InaelLI .. , and 7" 

34. Page 10, line 10. 
Strike: "dnd" 

. l!'ollowllifjl "6" 
Insert: ", and 7" 

II I ' L1. ·~JJ?:.lJ ~j---.-. 
Allld. Coo/d. 
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