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INTRODUCED 
#r~~t !IS .d 

BY . a;:;;7 M ~ 
A BILL FOR AN ACT ENTITLED: nAN ACT P£VISING THE TAXATION 

OF COAL PRODUCTION; PROVIDING FOR A SEVERANCE TAX ON COAL 

PRODUCED AT TWENTY PERCENT (20%) OF VALUE BEFORE TAXES; 

DELETING COAL FROM THE PROVISIONS TAXING THE NET PROCEEDS OF 

MINES; PROVIDING FOR TAXATION OF THE GROSS PROCEEDS FROM 

COAL AS AN ELEliENT IN THE PROPERTY TAX SYSTEN; AHENDING 

SECTIONS 84-301, 84-302, AND 84-5402, R.C.H. 1947; AND 

P£PEALING SECTIONS 84-1301 THROUGH 84-1309, 84-1309.1, 

84-1310, AND 84-1311, R.C.~I. 194 7. n 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HONTANA: 

Section 1. Legislative findings and declarations of 

purpose. (1) The legislature finds that while coal is 

extracted from the earth like metal minerals, there are 

differences between coal and metal minerals such that they 

should be classified in different categories for taxation 

purposes. The legislature finds that while coal can be 

utilized like petroleum products, there are differences 

between coal and petroleum such that they s~ould be 

classified in different categories for taxation purposes. 

The legislature further finds that: 

(a) coal is the only mineral which can supply energy 
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while being easily foWld in abundance in Hontana; 

(b) coal is the only mineral which is so often 

marketed-through sales contracts of ~any years' duration; 

(c) coal, unlike most minerals, varies widely in 

composition and consequent value when marketed; 

(d) coal in Montana is subject to regional and 

national demands for development which could affect the 

economy and environment of a larger portion of the state 

than any other mineral development has done; 

(e) coal in Montana, when recoverable by strip mining, 

is in sufficient demand that between one-fourth (1/4) and 

one-third (1/3) of the price it commands at the mine may go 

to the economic rents of royalties and production taxes; 

(f) coal produced in underground mines has higher 

production costs and underground producers are able to pay 

lesser amounts of royalty and production tax than strip mine 

producers can pay; 

(g) coal production in :fontana has been subject to an 

uncoordinated array of taxes which overlap one another and 

yield revenue in an inconsistent and unpredictable manner. 

(2) The legislature declares that the purposes of this 

chapter are: 

(a) to allow the severance taxes on coal production to 

remain a constant percentage of the price of coal; 

(b) to stabilize the flow of tax revenue from coal 
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~~ t9 }9~~~ 9~~ts through the property taxation 

~·t~· 
lc) ~c simpl~fy the structure of coal taxation in 

~n~na, retiucing tax overlap and 

predict;~i+ity of t~ projections! and 

(d) to aocqmplish the foregoing 

est~li$h~ng categories of taxation which 

improving the 

purposes by 

recognize the 

unique cil.a.racter of coal as well as the variations found 

within the coal industry. 

Section 2. Definitions. As used in this chapter -- (l) 

•contract sales price• means either (a) the price of coal 

extracted and prepared for shipment f.o.b. mine, excluding 

that amount charged by the seller to pay taxes paid on 

production, or (b) a price imputed by the department under 

section [6 of this act]. 

(2) "Energy conversion process• includes any process 

by which coal in the solid state is transformed into slurry, 

gas, electric energy, or any other form of energy. 

(3) "Produced" means severed frOill .. the earth •. 

(4) "Strip mining• or "su·rface mining• b defined in 

section 50-1036. 

(5) "Underground 

utilizing sbafta and 

section 50-1039. 

mining • means a coal mining method 

tunnels, and not regulated under 

(6) "Ton• means two thousan<i (2,000) poua.Q.s. 
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(7) "Taxes paid on production" include any tax paid to 

the federal, state, or local governments upon the quantity 

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

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

value of mining equipment, machinery, or buildings and 

lands, any tax upon a person's net income derived in whole 

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

( 8) "Department"' means the department of revenue. 

Section 3. Severance tax -- rates imposed 

exemptions. A severance tax is imposed on each ton of coal 

produced in the state, in accordance with the following 

schedule: 

Heating quality 

(Btu per pound 

of coal)~ 

Under 7,000 

7,000-8,000 

a, oo o-!t, ooo 

Over 9,000 

Surface 

Hining 

12 cents or 

20% of value 

22 cents or 

20% of value 

34 cents or 

20% of value 

40 cents or 

20% of value 

The formula which yields the greater amount 

particular case shall be used at each 
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:Jnderground 

Hining 

5 cents or 

3% of value 

B cents or 

4% of value 

10 cents or 

4% of value 

12 cents or 

4% of value 

of tax in a 

point on this 
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schedule. ~value~ means-the contract sales price. A person 

who produces less than one thousand two hundred fifty 

{1,250) tons ot ·coal in a quarter-year is noL ·liable for an~· 

severance tax on that production. A person who produces 

less than twelve thousand five hundred (12,500) tons in a 

quarter-year is liable for one-eighth (1/8) of the severance 

tax on that production. 

Section 4. Quarterly statement and payment of tax. 

Each coal mine operator shall compute the severance tax due 

on each quarter-year's worth of production on forms 

prescribed by the department. The statement shall indicate 

the tonnage produced, the average Btu valu~ of the 

production, the contract sales price received for the 

production, and such other information as the department may 

require. The completed form in duplicate, with the tax 

payment, shall be delivered to the department not later than 

thirty {30) days following the close of the quarter. The 

form shall be verified by an officer of the coal mine 

operator. A person operating more than one coal mine in 

this state may include all of his mines in one statement. 

section 5. Annual testing of samples. The ~4ontana 

state bureau of mines and geology shall test coal production 

subject to this chapter and may make rules governing the 

collection of test data. A person subject to this chapter 

shall submit to the bureau on or before August 1 each year a 
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from each mine producing 

shall be submitted at the 

request of the bureau. The bureau shall compute the Btu per 

pound of each sample received and forward this information 

to the department prior to September 1 each year. 

Section 6. When value of coal may be imputed1 

procedure. In a case where 

(a) the operator of a coal mine is using the produced 

coal in an energy conversion process, or 

(b) a person sells coal under a contract which is not 

an arm's-length agreement, or 

{c) a person neglects or refuses to file a statement 

and tax return under this chapter, the department may impute 

a value to the coal which approximates market value f.o.b. 

mine. When imputing value, the department may apply the 

factors used by the federal government under 26 u.s.c. 

section 613, or that provision as it may be labelled or 

amended, in determining gross income from mining, or the 

department may apply any other or additional criteria it 

considers appropriate. Each subject taxpayer shall, upon 

request by the department, furnish a copy of its federal 

income tax return, with any amendments, filed for the year 

in which the value of coal is being imputed and copies of 

the contracts under which it is selling coal at the time. 

When the department's estimate of market value is contested 
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in any Froceeding, the burden of proof is on the contestins 

~rty. 

Section 7. wisposition of revenue. Severance taxes 

collected under this chapter are allocatad as follows: 

(1) To the co~~ty from which coal was mined one-tenth 

(l/10) of c:1e tax paid by each mine in the county; for suci1 

purposes as the governing body of tile county may determine; 

(2) One-tenth (1/10) of the tax paid by each mine, to 

that city or town nearest the mine, as determined by the 

driving distance on improved all-weather roads, ;·;·hich \''as 

incor?orated before January 1, 1965; and 

(3) The balance to the general fund of the state. 

Section 8. Reporting gross proceeds from coal. :Gt;J.Ch 

person engaged in mining coal must, on or before ;,iarch 31 

each year file with the department a statement of L~e gross 

yield from each coal mine owned or worked by such person in 

the preceding calendar year, and the value thereof. 'l'he 

statement shall be in the form prescribed by the department 

of revenue, ~hich may be coordinated with the for.w used. 

under section 5 of this act, and must be verified by an 

officer of the firm. The statement shall include: 

(1) The name and address of the owner or lessee or 

operator of L~e mine. 

(2) The location of the mine. 

(3) The tons of ore extracted, treated, and sold from 
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the mine during the taxable period. 

(4) The gross yield or value in dollars and cents 

derived from the contract sales price. 

Section 9. Transmission of gross proceeds from coal to 

county assessor. On or before July 1 each year the 

department shall transmit to the county assessor of each 

county in 

the gross 

taxation, 

which coal mines are situated, the valuation of 

proceeds of such mines for the purpose of 

as the same have been determined by the 

department. The county assessor shall immediately enter the 

same upon a suitable assessment roll, the form of which 

shall be prescribed by the department. 

Section 10. Taxation of gross proceeds from coal. The 

county assessor shall prepare from the reported gross 

proceeds from coal a tax roll, which he shall transmit to 

the county treasurer on or before September 15 each year. 

The county treasurer shall proceed to give full notice 

thereof to each coal producer and to collect the taxes due 

within .sixty {60) days at:ter mailing. 

Section 11. Lien of tax enforcement of payment. 

The tax on gross proceeds from coal shall be levied as taxes 

on other forms of property,.and this tax and the severance 

tax on coal production are each a lien upon the coal mine 

and a prior lien upon all personal property and improvements 

used to produce the coal. These taxes may be collected by 
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the seizure and sale of the personal property on which the 

tax is a lien, as provided under sections 84-4202 through 

84-42l:l., or by suit m:.der sections 84-'4301 through '84"'430l. 

Section 12. Penalties for neglect or false statement. 

A person who fails, neglects, or refuses to file any 

statement required under this chapter, or who makes a false 

statement commits a misdemeanor. A person convicted under 

this section shall be fined not to exceed one thousand 

dollars ($1,000) or be imprisoned in the county jail for any 

term not to exceed six (6) months, or both. 

Section 13. section 84-301, R.C .~1. 194 7, is amended to 

read as follows: 

•s4-301. Classification of property for taxation. For 

the purpose of taxation the taxable property in the state 

shall be classified as follows: 

Class One. The annual net proceeds of all mines and 

mining claims, except coal mines, after deducting only the 

expenses specified and allowed by section 84-5403; also 

where the right to enter upon land, to explore or prospect, 

or dig for oil, gas, coal or mineral is reserved in land or 

received by mesne conveyance (exclusive of leasehold 

interests), devise or succession by any person or 

corporation, the surface title to which has passed to or 

remains in another, the state department of revenue shall 

determine the value of the right to enter upon said tract of 
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land for the purpose of digging, exploring, or prospecting 

for gas, oil, coal or minerals, and the same shall be placed 

in this class~ication for the-purpose of taxation, 

Class Two. All agricultural and other tools, 

implements and machinery, gas and other engines and boilers, 

threshing machines and outfits used therewith, automobiles, 

motor trucks and other power-driven cars, vehicles of all 

kinds except mobile homes, boats and all watercraft, 

harness, saddlery and robes and except as provided in Class 

Five (b) of this section, all poles, lines, transformers, 

transformer stations, meters, tools, improvements, machinery 

and other property used and owned by all persons, firms, 

corporations, 

the business 

and other organizations which are engaged in 

of furnishing telephone communications, 

exclusively to rural areas, or to rural areas and cities and 

towns provided that any such city or town has a population 

of eight hundred (800) persons or less; and provided 

further, that the average circuit miles for each station on 

the system is more than one and one-quarter {1 1/4) miles. 

Class Three. Livestock, poultry and unprocessed 

products of both; stocks of merchandise of all sorts, 

together with furniture and fixtures used therewith, except 

mobile homes; the annual gross proceeds of underground coal 

mines; and all office or hotel furniture and fixtures. 

Class Four. (a) All land, town 

-10-
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14l:I.PrQv.ement,s, ~ a],l t;r;<lilers affixed to land owned, 

leased, or ,~er contract or purchase by the trailer owner, 

manufacturing and mining machinery, fixtures and supplies, 

except -as otherwise provided by the constitution of Montana, 

and except as such property may be included in Class Five, 

Class Seven or Class Eight. 

{b) Hobile homes without regard to the ownership of the 

land upon which they are situated, except those held by a 

distributor or dealer of mobile homes as part of his stock 

in trade, and except as such property may be included in 

Class Eight. 

Class Five. (a) All moneys and credits, secured or 

unsecured, including all state, county, school district and 

other municipal bonds, warrants and securities, without any 

deduction or offset; provided, however, that the terms 

"moneys and credits" as herein used shall not embrace the 

moneyed capital employed in the banking business by any 

banking corporation or individual in this state. 

(b) All poles, lin.,.s, transformers, transformer-

stations, meters, tools, improvements, machinery and other 

property used and owned by co-operative rural electrical and 

co-operative rural telephone associations organized under 

the laws of Montana except tho,se within the incorporated 

limits of a city or town in which less than ninety-five per 

cent {95%) of the electric consumers and/or telephone users 
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are served by a co-operative organization, and as to the 

property enumerated in this subsection (b) within 

incorporated limits of a city or town in which less than 

ninety-five per cent (95%) of the electric consumers or 

users will be served by a co-operative organization, such 

property shall be put in Class Two. 

(c) All unprocessed agricultural products either on the 

farm or in storage, irrespective of whether said products 

are owned by the elevator, warehouse or flour mill owner or 

company storing the same, or any other person whomsoever, 

except all perishable fruits and vegetables in farm storage 

and owned by the producer, and excepting livestock and 

poultry and the unprocessed products of both. 

(d) The dwelling house, and the lot on which it is 

erected, owned and occupied by any resident of the state, 

who has been honorably discharged from active service in any 

branch of the armed forces, who is rated one hundred per 

cent (100%) disabled due to a service-connected disability 

by the United States veterans adminis~ration .nr 

s.uccessors. 

its 

In the event of the veteran's death, the dwelling 

house, and the lot on which it is erected, so long as the 

widow remains unmarried and the owner and occupant of the 

property, shall remain within this classification. 

Class Six. Property formerly included in this class is 

-12-
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now classified by section 84-308, R.C.I1. 1947. 

Class Seven. (a) All new industrial property. New 

industrial property shall mean any new kndustTial plant, 

including land, buildings, machinery and fixtures which, in 

the determination of the state department of revenue, is 

used by a new industry during the first three (3) years of 

operation not having been assessed prior to July 1, 1961, 

within the state of Montana. New industry shall mean any 

person, corporation, firm, partnership, association, or 

other group which establishes a new plant or plants in this 

state for the operation of a new industrial endeavor, as 

distinguished from a mere expansion, reorganiz~tion, or 

merger of an existing industry or industries. Provided, 

however, that new industrial property shall be limited to 

industries that manufacture, mill, mine, produce, process or 

fabricate materials, or do similar work in which capital and 

labor are employed and in which materials unserviceable in 

their natural state are extracted, processed or made fit for 

use or are substantially altered or treated so as to create 

commercial products or materials; and in no event shall the 

term new industrial property be included to mean property 

used by retail or wholesale merchants, commercial services 

of any type, agriculture, trades or professions. And 

provided further, that new industrial property shall not be 

included to mean property which is used or employed in any 
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industrial plant which has been in operation in this state 

for three (3) years or longer. Any person, corporation, 

firm, _partnership, association or other group seeking to 

qualify its property for inclusion in this class shall make 

application to the state department of revenue in such 

manner and form as may be required by said department. 

Class Eight. Any improvement on real property, 

trailers affixed to land or mobile home belonging to any 

person who qualifies under any one or more of the 

hereinafter set forth categories, valued at not more than 

seventeen thousand five hundred dollars ($17,500), which is 

owned or under 

occupied by: 

a contract for deed, and which is actually 

(1) a widow sixty-two {62) 

whether with or without minor 

years of 

dependent 

age or older, 

children, who 

qualifies under the income limitations of {4), or 

(2) a widower sixty-five (65) years of age or older, 

whether with or without minor dependent children, who 

qualifies under the income limitations of (4), or 

{3) a widow with minor or dependent children regardless 

of age, who qualifies under the income limitations of (4), 

or 

(4) a recipient of retirement benefits whose income 

from all sources is not more than four thousand dollars 

($4,000) for a single person and five thousand two hundred 
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dollars ($5,200) for a married couple per annUB. Provided, 

further, L~ot one who applies for classification of property 

under this class must make an affidavit to the state 

department of revenue on a form as may be provided by the 

stai:.e department of revenue supplied without cost to the 

applicant, as to his income, if applicable, as to his 

retirement benefits, if applicable, or, as to his marital 

status, if applicable, and to the fact that he or she 

actually occupies such improvements with right of the county 

welfare board to investigate the applicant, on the 

completion of the form, as to answers given on the form. 

Provided, further, that the value of said property shall not 

increase during the life of the recipient of retirement 

benefits or widow or widower covered under this class. For 

purposes of the affidavit required for classification of 

property under this class, it shall be sufficient if the 

applicant signs a statement swearing to or affirming the 

correctness of the information supplied, whether or not the 

statement is signed before a person authorized to administer 

oaths, and mails the application and statement to the 

department of revenue. This signed statement shall be 

treated as a statement under oath or equivalent affirmation 

for purposes of section 94-7-203, R.C.M. 1947, relating to 

the criminal offense o! false swearing. 

Class N;i.ne. Tbe annual gross proceeds of coal mines 
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using the strip mining method. 

Class N~fte-Ten. All property not included in the e~ft~ 

i&~ nine {9) preceding classes.• 

Section 14. Section 84-302, R.C.N. 1947, is arnentied to 

read as follows: 

•s4-302. Basis for imposition of taxes. As a basis for 

the imposition of taxes upon the different classes of 

property specified in the precedin~ section, a percentage of 

the true and full value of the property of each class shall 

be taken as follows: 

Class 1. One hundred per cent (100%) of its true and 

full value. 

Class 2. Twenty per cent (20%) of its true and full 

value. 

Class 3. Thirty-three and one-third per cent (33 1/3%) 

of its true and full value. 

Class 4. Thirty per cent (30%) of its true and full 

value. 

Class 5. 

value. 

Class 6. 

Class 7. 

value. 

Class B. 

value. 

Seven per cent {7%) of its true and full 

As specified in section 84-308, R.C.M. 1947. 

Seven per cent (7%) of its true and full 

Fifteen per cent (15%) of its true and full 

-16-
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Class 9. Forty per cent (40%) of its true and full 

value. 

Class 10. Forty~five percent. (45%}-of its true and full 

~· 
Section 15. Section 84-5402, R.C.H. 1947, is amended 

to read as follows: 

"84-5402. Net proceeds tax--statement of yield, 

penalty, extension of time. Every person, partnership, 

corporation, or association, engaged in mining, extracting 

or producing from any quartz vein or lode, placer claim, 

dump or tailings, or other place or sources whatever, 

precious stones or gems, gold, silver, copper, eea*T lead, 

petroleum, natural gas, or other valuable mineral, except 

coal, must on or before the thirty-first day of March of 

each year make out a statement of the gross yield of the 

above-named metals or minerals from each mine owned or 

worked by such person, corporation or association during the 

year preceding the first day of January of the year in which 

such statement is made, and the value thereof. Such 

statement shall be in the form prescribed by the state 

department of revenue, and must be verified by the oath of 

such person or the manager, superintendent, agent, president 

or vice-president of such corporation, association or 

partnership, and must be delivered to the state department 

of revenue on or before the thirty-first day of March. such 
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statement shall show the following: 

1. The name and address of the owner or lessee or 

operator of the mine, together with the names and addresses 

of any and all persons, corporations, or associations owning 

or claiming any royalty interest in the mineral product of 

such mine or the proceeds derived from the sale thereof, and 

the amount or amounts paid or yielded as royalty to each of 

such persons, corporations or associations during the period 

covered by the statement. 

2. The description and location of the mine. 

3. The number of tons of ore, barrels of petroleum, 

cubic feet of natural gas or other mineral products or 

deposits extracted, produced, and treated or sold from the 

mine during the period covered by the statement. 

4. The amount and character of such ores, mineral 

products or deposits, and the yield of such ores, mineral 

products or deposits from such mine in constituents of 

commercial value; that is to say, the number of ounces of 

gold or silver, pounds of copper or lead, ~fts--ef--eea*T 

barrels of petroleum or other crude or mineral oil, cubic 

feet of natural gas or other commercially valuable 

constituents of said ores or mineral products or deposits 

measured by standard units of measurement, yielded to such 

person, corporation or association so engaged in mining, and 

to said royalty holders and each of them, if any, during the 
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pE-l:'~oci '- .::·i?ere-:. ny the sta.te1nent ... 

::: ~ :'he ·::;:ross :r·i-=ld or value in dollars and cents. 

6. Ac'".'-la.· cost of extr:>.ctl.ng same from mine. 

rtct·..la..i c:ost o£ lrans!-'ortinss to place of reduction 

o::- sa JE-. 

r~. ?:..c-7:•...:..:~2. .:ost. ~£ rcd·J.ction or sale~ 

:~. Act'J.al cost of rrlarketing the product and conversion 

of sa: 1:e ir~ to Jll.Oney. 

10. Cost of cofistruction, repairs and betterme~ts of 

nint::o5, anu CO_:jt of repairs and repla:::enents of red.uction 

~,..;orks. 

:!.J... ·ri1t:: assessee :,•aluaticn of z:ed.L:ct.iun Twork.s fo~ the 

c;a.i.3nci3..r yee:.r f.:--:- \Yhl.c~J. such retul:T~ is rna:-Ie .. 

.t2._ Actuci.l c·:;::.s-c -:.rf fire insurance anc.. \.~orkfi.,en's 

compensation insurance. 

If any person shall fail, neglect or ref~se to file the 

stateQent required by this section within the time required, 

or within any extended period of time allowed, the state 

depar~~ent nf revenue when transmittinq the net proceeds 

valuations to the counties shall inform the county assessor 

of such failure, neglect or refusal and the county assessor 

22 in addition to the net proceeds tax, if any, shall assess a 

23 penalty of 2/3 of 1% of such tax for each calendar month or 

24 fraction thereof that the required statement is not filed, 

25 deducting therefrom any moneys collected by the state 
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department of revenue required by this section. The state 

department of revenue shall assess a penalty of $25 for each 

calendar month or fraction thereof, not exceading four 

months, that the required statement is not filed, to be 

collected by the state department of revenue and d~posited 

to the credit of the general funa of the state of Nontana. 

The state department of revenue shall, upon a showinrJ 

of reasonable cause, grant an extension of t.i.ne for filing 

the statement reqnil:ed by this sectio:1. ·:rhis per:al.ty shall 

be in addition to penslties provi~ed in sect:on 84-~qlo.• 

Section 16. Severability. If a part of this act is 

invalid, all valid parts that are ~everablc frcgn t:he in~valid 

part ren~in in effect~ If a part 8~ this act is 1nvalid in 

one or more of its applications, tae part =emains in effect 

in all valid :tpplications that are sev•!rable from the 

invalid applications. 

Section 17. Repealer. Sections 

84-1309, 84-1309.1, 84-1310, ana 84-1311, 

repealed. 

-End-
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STATE OF MONTANA 
REQUEST NO. 58·75 

FISCAL NOTE 

Form HD·l 5 

compliance with a written request received __ &11!J.1IY 2.,_,0!...--__ _ 19 ___I§_ • there is hereby submitted a Fiscal Note 

Hou...se Bill 115 _pursuant to Chapter 53, Laws of Montana. 1965- Thirty-Ninth Legislative Assembly. 

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

f the Legislature upon request. 

)ESCRIPTION OF PROPOSED LEGISLATION: 
-iouse Bill 115 contains two major provisions: ( 1) To replace the strip coal mines license tax as a fixed rate per ton with a severance 
:ax of 20% imposed on the before-tax-value of coal produced. ( ') To d~lete coal from the provisions taxing the net proceeds 
Jf mines (taxable value is 100% of net proceeds) and to establish the an~ual gross proceeds of strip coal mines as Class 9 for property 
tax purposes (taxable value is 45% of gross proceeds). 

ASSUMPTIONS: 

1. Coal production will be 24.725 million tons in FY 76 and 31.435 million tons in FY 77; coal production will not be affected by 
the increase in coal taxes proposed by this bill. 

2. The contract sales price of coal will average $4 25 per ton in FY 76 and $4.71 per ton in FY 77 . 

.3. The value of coal is defined to be the contract sales price, which in turn is defined to be the price 
of coal extracted and prepared for shipment f.o.b. mine, excluding that amount charged by the seller to pay taxes paid on 

production. "Taxes paid on production" is defined as any tax paid to governments upon the quantity of coal produced as a function 
of either the volume or the value of production. Since the contract sales price in assumption 2 includes resource indemnity taxes, 
strip mines license taxes and net proceeds taxes under existing law, these amounts must be excluded to compute the tax base for the 
proposed severance tax. Thus, the value of coal produced as defined in House Bill 115 will be $91,978,015 in FY 76 and 
$130,909,652 in FY 77. 

4. The definition of gross proceeds under House Bill115 is derived from the definition of contract sales price (excluding taxes). 
With one exception (Peabody Coal) net proceeds of coal companies are approximately 45% of gross proceeds as defined in this bill. 
(See technical note) 

5. The provision that persons producing l~ss than 12,500 tons in a quarter;.year are liable for 1/8 of the severance tax will have no 
significant impact. 

6. Severance tax collections will be distributed 10% to counties, 10% to the city nearest the mine and 80% to the General Fund. 

FISCAL IMPACT OF SEVERANCE TAX: 

Strip Jllines license tax collections under 
current law 

Strip mines severance tax collections 
under proposed law. 

Increase in collections 

State 

$ 8.17 million 

14.72 

$ 6.55 million 

FY76 

Counties 

$ .74 million 

1.84 

1.10million 

FY77 

Cities State Counties Cities 

0 $10.33 million $ .94 mil. 0 

1.84 20.94 2.62 2.62 

1.84 mil.$10.61 million $1.68 mil. $2.62 mil. 
= = 

CONTINUED 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: ----------



----------~·-----------· -------------------·---------------
STATE OF MONTANA 

FISCAL NOT~ 

Form !}/)- i 5 

--------·-------
In compliance with a wntten request r<!Ct!iVe(l ________ )itUMiJn~2Q__ _____ , 19 }Ji.__ , there is hereby suornitt!Ki ;; F :seal :·J-.J~,~ 

for ~use Bl.~!_1]_5~·--·-------.pursuant to CttaptE:r 5:3, Laws of Montand. ,955- Thirtv-t-Jinth Legislativ<! Assembly. 

Background information usea in deveiopiny til is Fi$!::i-ii Net<~ i> <:vaiiable frorn th~ Office of Sudgwi and Prograrn Planning, to members 

of the Legislature upon re..:;u<-st. 

FISCAL IMPACT OF GROSS PROCE:~OS TAX· 

Replacing net proceeds taxablt'l at iOO% by gross proceeds {excluding that amount cha;·ged by t(Je se:ler to pay production taxes) 
taxable at 45% will not significantiy affect the taxabie v;:;!ue of any district or cr:: umy Nith the Exce!]tion oi School District No. 19 
in Rosebud County whart::in Peabod~· Co<.l is op<lmt!n;; .. Taxabie r:et proce~d~ and royali;~s of P'il'-'body Co':ll constitute z;>proximateiy 
29.2% of gross proceeds as defined in this bill. 'fhu;;, ~~nJe H0us~<' Bill 'j 15, t~xa0le !due 'ji Pe:'.bor:iy Coal wuuld increase 
approximately 54%. Since the t<~x<ob1e vaiue of FearJody Coal is approximately 10.7% ot ~ne t:·xable vaiue of School District No. 19, 
the School District will expr.:rience an incraa~e in taxa!:llt· V<llue of 5.8%. Rosebud C:>:.~my woui::l experience an increase in 

the tax base of 2.1 %. 

TECHNICAL NOTE: 

A letter from tha Legislative Counc:J States that the percent:;:g~s on page 17, lines 1 .. nd 3 :ue :r. error and should read 45% on !ine1 
and 40% on line 3. Fiscal impact was prepared according:•;. 

NOTE: 

House Bill 115 is timilsr m Semna Bill "fJ. Thtt i!;<:;iJr dri'Terence between the pro>~:~ions of house r.._i:l '; Ei and Sen.:ne Bill i 3 is :n the 

definition of "value", $£;r.ate 3il1 n aefiild valut to OG th•J contracl sales price witi1 no :cd;·.-~im:mt fo;- ta.l(es. 

fihd.J~~ 
rkiDGE'~ DIRECTOr~ ' 

~)ff:ce of Budget <Jn•J Progr:-1m Pianning 

Date: ___ J.illllli!IY]~~·--~--~q_s_ 
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Approved by Committee 
on Taxation 

HOUSE SILL dO. 115 

IciTRODUCED BY HALVORSO:<, DASSI::IGER, DAY 

A BILL FOR _l\:C'! ACT i:!'lTITLED: "A::< ACT REVISING THE TAXATim< 

'JF COAL PRODUCTION; PROVIDING FOR lc SEVERAi'lCE 'i'AX O:'! COAL 

J?RODUCED AT TWEdTY P!':RCENT (20%) OF VALUZ BEFORE TAXES; 

DELETL!G COAL FRml 'l'iiE PROVISIONS TAXETG 'i?i{E ·:1::;'1' PROCEEDS OF 

AHlES; P ROVIDVIG FOR TAXATIOH OF THE GROSS PROCEEDS FROH 

COAL AS AN ELEMZ:'!T IN THE PROPERTY TAX SYSTEH; A:.rE~WE<G 

SECTIO::rS 84-301, 84-302, A.'ID 84-5402, R.C.M. 1947; AND 

REPEALING SECTIONS 84-1301 THROUGH 84-1309, 84-1309.1' 

84-1310, AND 84-1311, R.C.M. 1947." 

3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ;IONTA.'l"A: 

Section 1. Legislative findings and declarations of 

?Urpose. (1) The legislature finds that while coal is 

extracted from the earth like metal mine4als, there are 

differences between coal and metal minerals such that they 

should be classified in different categories for taxation 

~urposes. The legislature finds ~,at while coal cao be 

utilized like petrolearn products, there are differences 

between coal and petroleum such that they should be 

classified in different categories for taxation purposes. 

The legislature furtl1er finds that: 

(a) coal is the only mineral •~hicC'! can supply energy 
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while being easily found in abundance in C1ontana; 

(b) coal is the only mineral which is so often 

marketed through sales contracts of many years' tiuration; 

(c) coal, unlike most minerals, varies widely in 

composition and consequent value when marketed; 

(d) coal in i~ontana is subject to regional and 

national dei!lands for development lvhich could affect the 

economy and environment of a larger portion of the state 

than any other mineral development has done; 

(e) coal in Montana, when recoverable by strip nuning, 

is in sufficient dei!land that between one-fourth (1/4) and 

one-third (1/3) of the price it commands at the mine may go 

to tl1e economic rents of royalties and production taxes; 

(f) coal produced in underground mines nas higher 

productioft costs and underground 9roducers are able to ~ay 

lesser ar.wu.ots of royalty and production tax than strip mine 

producers can pay; 

(g) coal production in Hontana has been subject to an 

uncoora.inated array of ta:~es vlhich overlap one another and 

yield revenue in an inconsistent and =predictable :nanner. 

(2) The legislature declares that the purposes of this 

chapter are: 

(a) to allow the severance taxes on coal production to 

remain a constant :=>ercentage of the price of coal; 

(b) to stabilize the flow of tax revenue from coal 

-2- EB 115 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0115/02 

mines to local governments through the property taxation 

system; 

(c) to s:Unplify the structure of coal taxation in 

Montana, reducing tax overlap and improving the 

predictability of tax projections; and 

(d) to accomplish the foregoing purj_X)ses by 

establishing categories of taxation which recognize the 

unique character of coal as well as the variations found 

within the coal industry, 

Section 2. Definitions. As used in this chapter: (1) 

•contract sales pr ice • rne ans either ( a) the price of coal 

eKtracted and prepared for shipment f.o.b. mine, excluding 

that amount charged by the seller to pay taxes paid on 

production, or (b) a price imputed by the department under 

section [6 of this act]. 

(2) •Energy conversion process• includes any process 

by which coal in the solid state is transformed into slurry, 

gas, electric energy, or any other form of energy. 

(3) •Produced• means severed from the earth. 

(4) •strip mining• or •surface mininq• is defined in 

section 50-1036. 

(5) •underground mining• means a coal mining method 

utilizing shafts and tunnels, and not regulated under 

section 50-1039. 

(6) •Ton• means two thousand (2,000) pounds. 
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(7) "Taxes paid on production• include any tax paid to 

t:1e federal, state, or local governments upon b>e quantity 

of coal produced as a function of either the volume or t;1a 

value of production, and C:o not include any tax upo.1 c.1e 

value of mining equipr,·.ent, machinery, or buildings and 

lands, any tax upon a ]Jerson's net income deriveu in w;>ole 

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

{ 8) "Department" means t.'1e de;oartment of revenue. 

Section 3. Severance tax rates irnposeu 

exemptions. A severance tax is imposed on each ton of coal 

produced in the state, in accordance with the following 

schedule: 

Heating quality 

(Btu per pound 

-of coal): 

Under 7,000 

7,000-8,000 

3,000-9,000 

over 9 ,ooa 

Surface 

Mining 

12 cents or 

20% of value 

22 cents or 

20':. of value 

34 cents or 

20'S of value 

1'l cents or 

20~ of value 

Un(~c rgro und 

ril.:1ing 

3 cen1:s or 

31 of value 

3 cents or 

4% of value 

10 cents or 

4<; of value 

12 cents or 

4% oi value 

The fonaula which yields the greater amount of tax in a 

particular case shall oe used at each point on this 

-4- :irl 115 
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scheaula. uvalueu means t:1.a contract sales price. il.-!'e~seft 

wae--!'~ed~ees--~ess--~an--efte--~e~sftftd--ewe--aHftd~ed-~~£~y 

~~.~5&t-tens-e£-eea~-in-a-~~a~~e~-yea~-is-~e~-~i~~e-£e~any 

:!te¥e~nee-~a~-en-~he~-!'red~e~ien~--~--!'ersen--whe--!'red~eee 

~ess--~hen--~e~¥e--~~e~send-£i¥e-hHftd~ea-*~~T~aar-~ens-in-a 

~~ar~e~-yee~-~s-~ieh~e-£e~-ene-e~~h~h-*~fBr-e£-~e-se¥erenee 

~a'!f-el'!-~ha~-];'ree~e~ieft-;- A PERSO:~ IS )1QT LIA3LE FO'~ lh~Y 

SEVERA:·!CE TA.'{ UPON THE FIRST FIVE THOUSAND (5 1 000) TONS OF 

COAL HE PRODUCES IN A QUARTER-YEAR. 

Section 4. Quarterly statement and payment of tax. 

Each coal mine operator shall compute the severance tax due 

on each quarter-year's worth of production on forms 

prescribed by the department. The statement shall indicate 

ti1.e tonnage produced, the average Btu value of the 

production, the contract sales price received for the 

production, and such oL~er information a$ the department may 

require. The completed form ill duplicate, with ~e. tax 

payment, shall be deli1Jere<l to the departrlent not later tb~ 

thirty (30) days following the close of t.'le quarter. The 

form shall be verified by an officer of the coal Jlline 

operator. A person operating more than one coal mine in 

ti1.is state may include all of his mines in one statement. 

Section 5. Annual testing of samples. The i'iontana 

state bureau of mines and geology shall test coal prouuction 

subject to this chapter and may make rules governing the 
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collection of test data. A person subject to this chapter 

shall submit to the bureau on or before August 1 each year a 

sample of mine run "as isu coal from each mine producing 

that year. Additional samples sl1.all ::,e sub"litted at the 

request of tne Jureau. The bureau shall compute the rltu per 

pound of each sample received and forward this information 

to ti1.e Cie,;>art::lent orior to Sept6lnber 1 each year. 

Section 6. ~·ilJ.en value of =al 

procedure. In a case where 

::lay be imputed; 

(a} the operator of a coal mine is using the produced 

coal in an energy conversion process, or 

(b) a person sells coal under a contract which is not 

an arm's-length agreement, or 

{c} a person neglects or refuses to file a statement 

and tax return under this chapter, the department may impute 

a value to the coal which approximate~ market value f.o.b. 

mine. i'lhen imputing value, the department may apply the 

factors used by the· fedaral g·overnment under 26 u.s.c. 

section 513, or that provision as it f:l!'lY be labelled or 

amended, in determinin9 gross inco.ne from tPining, or the 

department may apply any other or additional criteria it 

considers agpropriate. ;o:ach subject taxpayer si1all, upon 

request 'Dy the departmen·t, filrnisn a copy of its federal 

income tax return, ~li t:1. any a.e1end.'1lants, filed for the year 

in _whict the value of coal is :Jeing inputed and copies of 

-6- :m 115 
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the contracts under which it is selling coal at the time. 

When the department's estimate of market value is contested 

in any proceeding, the burden of proof is on the contesting 

party. 

Section 7. Disposition of revenue. Severance taxes 

collected under this chapter are allocated as follows: 

(1) To the county from which coal was mined, one-tenth 

{1/10) of the tax paid by each mine in the county; for such 

purposes as the governing body of the county may determine; 

{ 2) ~eft'tft-t,}:f~ ONE-TWENTIETH ( l/2 0) of the tax 

paid by each mine, to that city or town nearest the mine, as 

determined by the driving distance on improved all-eather 

roads, which was incorporated before January 1, 1965; and 

(3) The balance to the general fund of the state. 

Section 8. Reporting gross proceeds from coal. Each 

person engaged in mining coal must, on or before March 31 

each year file with the department a statement of the gross 

yield from each coal mine owned or worked cy such person in 

the preceding calendar year, and the value thereof. The 

statement shall be in the form prescribed cy the department 

of revenue, which may be coordinated with the form used 

under section 5 of this act, and must be verified by an 

officer of the firm. The statement shall include: 

(1) The name and address of the owner or lessee or 

operator of the mine. 

-7- HB 115 

1 

2 

3 

4 

5 

0 

7 

~ 
u 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2J 

21 

22 

23 

24 

25 

liB 0115/02 

T~e location of the mine. {2) 

( 3) 'L'he tons of ore extracted, treated, and sold fror,J 

the mine durinc; the ta::able ;:>eriod. 

(4) The c;ross yield or value in 6ollars and cents 

derived from L~e contract sales 2rice. 

Section 9. Transmission of gross proceeus from coal to 

county assessor. On or ~efore July l each year t::.e 

departrnent shall transmit to t:-te county assessor of each 

county in ••hicn coal mi!'les are situated, the valuation of 

me gross proceeds of such ~01L1es for the ~::urpose of 

taxation, as the sane have been cietermi:..1ed by t:1e 

department. The county assessor shall immediately enter the 

same upon a suitable assessment roll, the form of which 

shall be prescribed by the department. 

Section 10. 'l'a=~ation of gross :_Jrocee~~~s froi:·J coal. ~~lC 

county assessor s~all -:rzpare frov.-. thr~ r2portecl sross 

,:>roceeds frOfLI coal a tax roll, ~.;hi ch !"le s~all trans~.li t t8 

t:-:ae county tr2.J.surer on or ::.1:~fore Se?te::~ber l.:J eac!-1 y.;;a.r. 

'.21.1e county tr-2:1surer s=1all '-JroceeG. to give full notice 

tilereof to each coal <)rouucer an6 to collect tile taxes due 

within sixty (60) days aftar r,iailing. 

Sectio:1 11. Lien of ta:: enforcerc1ent of paynel·J.t. 

'l':1e tax on gross 9roceeds from coal shall C:le levieC: as ta;,;es 

on other forJ.·.1s of property, and t.Us tax anC. t.."t·z severanc~ 

tax em coal oroduction are each a lien u:)on the coal mine 

-8- H3 115 
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and a prior lie~ upon all personal property and Lnprovements 

used to produce the coal. T!l.ese taxes may be collected by 

the seizure and sale of the ~)ersonal property on ,.,.hich the 

tax is a lien, as yrovided under sections 84-4202 through 

84-4211, or by suit under sections 34-4301 through 34-4302. 

Section 12. Penalties for neglect or false statement. 

A person 1~ho fails, neglects, or refuses to file any 

statement required under this chapter, or who makes a false 

statement commits a misdemeanor. A person convicted under 

this section shall 0e fined not to exceed one thousand 

dollars ($1,000) or be imprisoned in the county jail for any 

term not to exceed six (6} months, or both. 

Section 13. Section 84-301, R.C.M. 1947, is amended to 

read as follows: 

"84-301. Classification of property for taxation. For 

the purpose of taxation the taxable property in the state 

snall be classified a9 follows: 

Class One. The annual net proceeds of all mines and 

mining claims, exceot coal mines, after deducting only the 

expenses specified and allowed by section 84-5403; also 

where the right to enter upon land, to explore or prospect, 

or dig for oil, gas, coal or mineral is reserved in land or 

received by mesne conveyance (exclusive of leasehold 

interests) , devise or succession by any person or 

corporation, the surface title to which has passed to or 
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remains in ~~other, the state department of revenue shall 

G€termine the value of the right to enter upon said tract of 

land for ~~e purpose of digging, exploring, or prospecting 

for gas, oil, coal or rainerals, and the same shall be place a. 

in this classiiicat.ion for the purpose of taxation. 

Class l~..ro. icll a;~ricultaral and other tools, 

itJple.:.1ents and r::achin.ery, gas ffi1d other engines and Doilers, 

threshing mac;lines a.."'1d outfits used tL"lere·.-ti th, autOJc<obiles, 

motor trucks anQ other power-driven cars, vehicles of all 

kinds except mobile homes, boats and all watercraft, 

harness, saddlery and robes and except as provided in Class 

Five {b) of this section, all poles, lines, transformers, 

transformer stations, meters, tools, irn?rovements, machinery 

and other property used and owned by all persons, firms, 

corporations, and other organizations which are engaged in 

the business of furnishing telephone communications, 

exclusively to rural areas, or to rural areas and cities and 

to~ns provided that any such city or tnwn has a population 

of eight hundred (800) persons or less; anu ~rovidea 

further, that the average circuit .. r,U.les for each station on 

the system is more than one and one-quarter (1 1/4) w~les. 

Class -~hree. ~ivestock, poultry and unprocessed 

products of both; stocks of mer~~andise of all sorts, 

together with furniture and fixtures used therewith, except 

mobile :1ornes; the annual gross proceeds of underground coal 
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mines; and all office or hotel furniture and fixtures. 

Class Four. (a) All land, town and city lots, with 

improvements, and all trailers affixed to land owned, 

leased, or under contract or 2urchase by the trailer owner, 

man.ufacturing and mining machinery, fixtures and supplies, 

except as otherwise provided i:Jy the constitution of Montana, 

and except as such property may be included in Class Five, 

Class Seven or Class Eight. 

(b) Mobile homes without regard to the ownership of the 

land upon which they are situated, except those held by a 

distributor or dealer of mobile homes as part of his stock 

in trade, and except as such property may be included in 

Class Eight. 

Class Five. (a) All moneys and credits, secured or 

unsecured, including all state, county, school district and 

other municipal bonds, warrants and securities, without any 

deduction or offset; provided, aowever, that the terms 

"moneys and credits" as herein used shall not embrace the 

moneyed capital employed in the bruL~ing business by any 

banking corporation or individual in this state. 

(b} All poles, lines, transformers, transforrr~r 

stations, meters, tools, i~provements, machinery and other 

property used and owned by co--operative rural electrical and 

co-operative rural telephone associations organized under 

t.c'le laws of '4ontana except those 1vithin the incorporated 
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limits of a city or town in which less than ninety-five per 

cent (95%) of the electric consumers and/or telephone users 

are served by a co-operative organization, and as to the 

property enumerated in this subsection (b} within 

incorporated limits of a city or town in which less than 

ninety-five per cent (95%) of the electric consumers or 

users will be served by a co-operative organization, such 

property shall be put in Class Two. 

(c} All unprocessed agricultural products either on the 

farm or in storage, irrespective of whether said products 

are OW"ned by the elevator, warehouse or flour mill owner or 

company storing the same, or any other person whomsoever, 

except all perishable fruits and vegetables in farm storage 

and owned by the producer, and excepting livestock and 

poultry and the unprocessed products of both. 

(d} The dwelling house, and the lot on which it is 

erected, owned and occupied by any resident of the state, 

who has been honorably discharged from active service in any 

branch of the anned forces, who is rated one hundred per 

cent (100%} disabled due to a service-connected disability 

by the United States veterans administration or its 

successors. 

In the event of the veteran's death, the dwelling 

house, and the lot on which it is erected, so long as the 

widow remains unmarried and the owner and occupant of the 
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property, shall remain within this classification. 

Class Six. Property formerly included in this class is 

now classified by section 84-308, R.C.H. 1947. 

Class Seven. (a) All new industrial property. dew 

industrial property shall mean any new industrial plant, 

including land, builuings, machinery and fixtures which, in 

t;,e determination of the state department of revenue, is 

used by a new industry during the first three (3) years of 

operation not having been assessed prior to July 1, 1961, 

"'·i thin the state of l1ontana. i'lew industry shall mean any 

person, corporation, firm, partnership, association, or 

other group which establishes a new plant or plants in this 

state for the operation of a new industrial endeavor, as 

distinguished from a mere expansion, reorganization, or 

merger of an existing industry or industries. Provided, 

however, that new industrial property shall be limited to 

industries that manufacture, mill, mine, produce, process or 

fabricate >nate! rials, or do similar i-lork in w::Uch capital and 

labor are enployed and in '"'i1ich materials unserviceable in 

t;1eir natural state are extracted, processed or made fit for 

use or are substantially altered or treated so as to create 

cmmnercial products or materials; and in no event shall the 

term ne\'1 industrial property be included to mean property 

used by retail or wholesale merchants, conunercial services 

of any type, agriculture, trades or professions. Anc~ 

-13- dB 115 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

lB 

19 

20 

21 

22 

23 

24 

25 

01l5/02 

provided further, that new indastrial >-'roperty shall not be 

included to mean property which is used or employed in any 

industrial plant >'lhic~l has been in operation in this state 

for three (3) years or longer. Any person, corporation, 

firm, partnership, association or other group seeking to 

qualify its property for inclusion in this class shall make 

a~J!?lication to t:1e state C:.epart..rnent of revenue in sctch 

manner and form as may be required by said department. 

Class Eight. Any improvement on real property, 

trailers affixed to land or mobile home belonging to any 

the person who qualifies under any one or more of 

hereinafter set forth categories, valued at not more than 

seventeen thousand five nundred dollars ($17,500}, which is 

owned or under a contract for deed, and tqhich is actually 

occupied by: 

(l) a widow sixty-two (62) years of age or older, 

whether with or without minor deoendent children, who 

qualifies ~~der the income limitations of (4), or 

(2) a widower sixty-five (65) years of age or older, 

w?lethar '"'it.CI or lvithout minor de!=Jendent children, 1'/ho 

qualifies under the income limitations of (4), or 

(3) a widm'i with minor or dependent children regardless 

of age, 1~ho qualifies under the incoiae limitations of (4), 

or 

('1) a recir>ient of retirement benefits 1v;1ose income 
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from al: sources is not more than four thousand dollars 

($4,')-JO) for a :;ingle .>erson and five thousand two hundred 

do:lars [$5,20~) for a married couple per annw•. Provided, 

£urther, that one '<hlO applies for classification of property 

under this class must make an affidavit to the state 

department of revenue on a fonn as may be provided by the 

state department of revenue supplied without cost to the 

applicant, as to his income, if applicable, as to his 

retirement benefits, if applicable, or, as to his marital 

status, if applicable, and to the fact that he or she 

actually occupies such improvements with right of the county 

welfare board to investigate the applicant, on the 

completion of the fonn, as to answers given on the form. 

Provided, further, that the value of said property shall not 

increase during the life of t:le recipient of retirer.1ent 

benefits or widow or widower covered under this class. For 

purposes of the affidavit required for classification of 

property under this class, it shall be sufficient if the 

applicant signs a statement swearing to or affirndng the 

correctness of the information supplied, ~1l1ether or not the 

statement is signed before a person a~thorized to administer 

oaths, ~1d mails the application and statement to the 

department of revenue. 7his signed statement shall be 

treated as a statement under oath or equivalent ~ffirmation 

for purposes of section 94-7-203, il..C. •·•.. 19:i 7, relating to 
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the criminal offense of false swearing. 

Class ~ine. The annual gross oroceeds of coal mines 

using the strip mining method. 

Class Ni:!'le-~. .'\11 property not included in the ej,~i!.~ 

~8t nine (9) preceding classes.• 

Section 14. Section 84-302, R.C.c•l. 1947, is arnended to 

read as follows: 

n84-302. 3asis for imposition of taxes. As a basis for 

the i~position of taxes upon the different classes of 

property specified in the preceding section, a percentage of 

the true and full value of the property of each class shall 

be taken as follows: 

Class 1. 

full value. 

One hundred per cent (100%) of its true anu 

Class 2. Twenty per cent {20<:;) of its trc~e and full 

value. 

Class 3. ~hirty-three and one-third per cent {33 1/3~) 

of its true and full value. 

Class 4. Thirty per cent (30%) of its true and full 

value. 

Class 5. Seven per cent (7%) of its true anu full 

value. 

Class 6. As specified in section 84-303, R.C.ll. 1947. 

Class 7. Seven per cent (7%) of its true anu full 

value. 
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Class B. Fifteen 2er cent {15%) of its true and full 

value. 

Class 9. Fe~y-~e~-eeft~-~49%t FORTY-FIVE PERCENT {45%) 

of its true and full value. 

Class 10. Fe~~z-~~¥e-pePeeft~-~45~t FORTY PERCENT {40%) 

of its true and full value." 

Section 15. Section 84-5402, R.C.M. 1947, is amended 

to read as follows: 

"84-5402. Net proceeds tax-statement of yield, 

penalty, extension of time. Every person, partnership, 

corporation, or association, engaged in mining, extracting 

or producing from any quartz vein or lode, placer claim, 

dump or tailings, or other place or sources whatever, 

precious stones or gems, gold, silver, copper, eee~7 lead, 

_:>etroleu;n, natural gas, or other valuable mineral, except 

coal, must on or before the thirty-first day of Harch of 

eac:, year make out a statement of t;-.e g-ross yield of the 

above-named metals or minerals from each mine owned or 

worked oy such person, cor.,oration or association during tl1e 

year 2receding b-.e first day of January of i:he year in ';lhic;, 

s·.1c'' statement is made, and the value thereof. Sue;-. 

"tatement shall :::.e in the form prescribed by the state 

deparbuent of revenue, and must be verified oy the oath of 

such ~=>erson or t:1e rnanager, superi!'lt.enClent, ag-ent, presiv.ellt 

or vice-president of such corporation, association or 
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;,>artnershi;?, an·.'!. must oe delivered to t.c'le state department 

of revenue on or before the thirty-first day of clarch. Such 

statement shall show the following: 

l. The name and address of the owner or lessee or 

operator of the mine, together '"ith the names and addresses 

of any and all persons, corporations, or associations owning 

or claiming any royalty interest in the mineral product of 

such mine or the proceeds derived from b~e sale thereof, and 

the amount or amounts paid or yielded as royalty to each of 

such persons, corporations or associations during the period 

covered by the statement. 

2. The description and location of the mine. 

3. The number of tons of ore, barrels of petroleum, 

cubic feet of natural gas or other mineral ?roducts or 

deposits extracted, produced, and treated or sold from the 

mine during the period covered by the statement. 

4. The amount and character of such ores,· mineral 

products or deposits, and the yield of such ores, mineral 

;?roducts or deposits from such mine in constituents of 

commercial value; that is to say, the number of ounces of 

gold or silver, pounds of copper or lead, ~eft~-e~-eea±7 

::,arre1s of petroleurn or other crude or mineral oil, cubic 

feet of natural gas or ot~er co~"ercial1y valuable 

constituents of said ores or raineral products or cieposits 

measured by standard uni t.s of r.l2asurement, yielded to such 
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person, corporation or association so engaged in mining, and 

to said royalty nolders ana eac:. of the::n, if any, curing the 

?eriod covered by the statement. 

3. T:<e gross yield or value in dollars and cents. 

6. Actual cost of extracting same from mine. 

7. I'ctual cost of transporting to place of reduction 

or sale. 

8. Actual cost of reduction or sale. 

9. Actual cost of marketing the product and conversion 

of same into money. 

10. Cost of construction, repairs and betterments of 

mines, and cost of repairs and replacements of reduction 

works. 

11. The assessed valuation of reduction Narks for the 

calendar year for ,,,hich such return is made. 

12. Actual cost of fire insurance and warkmen 1 s 

compensation insurance. 

If ~~y person shall fail, neglect or refuse to file the 

statement required by this section within the time required, 

or within any extended period of time allowed, the state 

department of revenue when transmitting the net proceeds 

valuations to the counties shall inform L"e county assessor 

23 of such iailure, neglect or refusal and the county assessor 

24 in addition to t:1e net proceeds tax, if any, shall assess a 

25 ?'malty of 2/3 of 1" of such tax for each calendar month or 
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fraction thereof tha·t the required statement is not filec., 

C:eclucting therefroiT! aay ;aonei's collect-cJ. :JY tile state 

O.epartment of revenue required by this section. The state 

department of revenue shall assess a penalty of $25 for each 

calendar month or fraction thereof, not e~·:ceeding four 

months, that L~e required stateillent is not fileu, to be 

collected by the state deparL~ent of revenue and 6eposited 

to the credit of the general f=d of L1e 3tate of .. on·tana. 

The state department of revenue shall, UflOn a s;lowing 

of reasonable cause, grant an extension of t~ne for filing 

L~e statement required by this section. This ?enalty shall 

be in addition to penalties provided in section 84-5410." 

Section 16. Severability. If a part of b~is act is 

invalid, all valid parts tl~at are severable from the invalid 

;::>art remain in effect. If a part of t.'lis act is invali<l in 

one or more of its applications, the part remains in effect 

in all valid a?plications that are 3everable from the 

invalid applications. 

Section 17. Repealer. Sections 84-1301 ti1roug;~ 

84-1309, 84-1309.1, 84-1310, and 84-1311, !l.C.li. 1947, are 

repealed. 

-End-

-20- li3 115 



44ti< Legislatur,. HB 0115/02 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

l3 

14 

15 

16 

17 

18 

19 

2!) 

21 

22 

23 

24 

25 

HOUSE BILL tlO. 115 

INTRODUCED BY HALVORSOi-1, DASSINGER, DAY 

A BILL FOR Ac'l' ACT :O:NTITLED: "K'I ACT REVISii~G THE TAXATIOi'l 

-JF COAL PRODUCTION; PROVIDI~IG FOR A SEVERANCE ?AX 0?~ COAL 

PRODUCED AT TWENTY PERCENT (20%) OF VALUE BEFORE TAXES; 

DELETING COAL FROH 'i'HE PROVISIONS TAXING THE :CIE'r PROCEEDS OF 

:UNES; PROVIDDIG FOR TAXATION OF THE GROSS PROCEEDS FROH 

COAL AS Ali ELE~NT IN THE PROPERTY TAX SYSTEM; 

SECTIOiiiS 84-301, 84-302, A..'l'D 84-5402, R.C.M. 

REPEALING SECTIONS 84-1301 THROUGH 84-1309, 

84-1310, K~D 84-1311, R.C.M. 1947.• 

Al•IENOING 

1947; AND 

84-1309.1, 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANAt 

Section 1. Legislative findings and declarations of 

purpose. (1) The legislature finds that while coal is 

extracted from the earth like metal minerals, there are 

differences between coal and metal minerals such that they 

should be classified in different categories for taxation 

purposes. 

utilized 

?he legislature finds that 

like petroleQ~ products, 

wilile coal can oe 

there are differences 

between coal and petroleum such that they should be 

classified in different categories for taxation purposes. 

The legislature further finds that: 

(a) coal is the only mineral which can supply energy 
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while being easily found in abundance in Montana; 

(b) coal is the only mineral which is so often 

illarketed through sales contracts of many years' duration; 

(c) coal, unlike most minerals, varies widely in 

composition and consequent value when marketed; 

(d) coal in Hontana is subject to regional and 

national demands for development which could affect the 

economy and environment of a larger portion of the state 

than any other mineral development has done; 

(e) coal in Montana, when recoverable by strip mining, 

is in sufficient demand that between one-fourth (1/4) and 

one-third (1/3) of the price it commands at the mine maty go 

to the economic rents of royalties and production taxes; 

{f) coal produced in underground mines has higher 

production costs and underground producers are able to pay 

lesser amounts of royalty and production tax than strip mine 

producers can pay; 

(g) coal production in ~bntana has been subject to an 

uncoordinated array of taxes which overlap one another and 

yield revenue in an inconsistent and unpredictable manner. 

(2) The legislature declares that the purposes of this 

chapter are: 

(a) to allow the severance taxes on coal production to 

remain a constant percentage of the price of coal; 

(b) to stabilize the flow of tax revenue from coal 
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mines to local governments through the property taxation 

system1 

{c) to sjmplify the structure of coal taxation in 

Montana, reducing tax overlap and 

predictability of tax projections r and 

{d) to accomplish the foregoing 

taxation which 

improving 

purposes 

recognize 

the 

by 

the establishing categories 

unique character of 

of 

coal as well as the variations found 

within the coal indust:cy. 

Section 2. Definitions. As used in this chapter: {1) 

•contract sales price• means either {a) the price of coal 

extracted and prepared for Bhip11ent f.o.b. mine, excluding 

that amount charged by the seller to pay taxes paid on 

production, or (b) a price iuputed by the department under 

section {6 of this actJ • 

(2) "Energy conversion processw includes any process 

by which coal in the solid state is transformed into slurry, 

gas 1 electric ener'9:( 1 or any other form of energy. 

{ 3) "Produced" means severed from the earth. 

{4) •strip mining• or •surface mining• is defined in 

section 50-1036. 

{5) •underground 

utilizing shafts and 

section 50-1039. 

mining" means a coal mining method 

tunnels, and not regulated under 

{6) "Ton• means two thousand {2 ,000) pounds. 
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t7} "Taxes paid on productionn include any tax paid to 

the federal, state, or local governments upon the quantity 

of coal produced as a function of either the volurr~ or the 

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

value of mining equipment, machinery, or buildings and 

lands, any tax upon a person's net income deriveu in whole 

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

( 8) "Department• means the department of revenue. 

Section 3. Severance tax -- rates imposed 

exemptions. A severance tax is imposed on each ton of coal 

produced in the state, in accordance with the following 

schedule: 

i!eating quality 

(Btu per pound 

of coall: 

Under 7,000 

7,000-8,000 

3,000-9,000 

over 9,000 

The formula which yields 

Surface 

Mining 

12 cents or 

20% of value 

22 cents or 

20'5 of value 

34 cents or 

20'1; of value 

40 cents or 

20% of value 

Underground 

Nining 

5 cents or 

3% of value 

6 cents or 

4% of value 

10 cents or 

4% of value 

12 cents or 

4% oi value 

the greater amount of tax in a 

particular case shall be used at each point on this 
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schedu~e. •va~ue• means tile contract sa~es price. i\-toe~!!Sft 

wne--~~ee~ees--~ees--~aft--efte--~e~sdfte--ews--a~a~ee-£~£~~ 

~~;i5&~-~efte-&i-eeai-~ft-a-~~ft~~e~-yea~-~e-ftee-i~fte~e-£e~afty 

ee¥e~aftee-~a~-el'l-ena~-t'~ee~ee~eft~---A--~ereeft--Wne--~~ee~eee 

~ees--eaaft--~ei¥e--~e~eafte-~¥e-n~erea-*%e75&e~-eefts-~ft-a 

~~a~ee~yea~-~s-i~ftbie-~e~efte-e~~hen-~ife~-e~-~e-ee¥e~6ftee 

~dK-eft-eha~-~ree~ee~eft.,. A PERSON IS '~OT LIABLE FOR Ai'JY 

SEVERANCE TAX UPON THE FIRST FIVE THOUSAND (5,000) TONS OF 

COAL HE PRODUCES IN A QUARTER-YEAR. 

Section 4. Quarterly statement and payment of tax. 

Each coa~ mine operator shall compute the severance tax due 

on each quarter-year's worth of production on forms 

prescribed by the department. The statement sha~l indicate 

the tonnage produced, the average Btu value of the 

production, the contract sales price received for the 

production, and such other information as the department may 

require. The comp~eted form in duplicate, with the tax 

payment, shall be delivered to the department not later than 

thirty (30) days following the close of the quarter. The 

form shall be verified by an officer of the coal mine 

operator. A person operating more than one coal nune in 

this state may include all of nis mines in one statement. 

Section 5. Annual testing of samples. The Hontana 

state bureau of mines and geology shall test coal production 

subject to this chapter and nay make rules governing the 
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collection of test data. A person subject to this chapter 

shal~ submit to the bureau on or before August 1 each year a 

sample of mine run •as is• coal from each mine producing 

that year. Additional samp~es sha~l be submitted at the 

request of the bureau. The bureau sha~l compute the Btu per 

pound·. of each samp~e received and forward this information 

to the department prior to September ~ each year. 

Section 6. When va~ue of co a~ 

procedure. In a case where 

may be imputed I 

tal the operator of a coal mine is using the produced 

coal in an energy conversion process, or 

(b) a person sells coal under a contract which is not 

an arm's-length agreement, or 

(c) a person neglects or refuses to file a statement 

and tax return under this chapter, the department may impute 

a va~ue to the coal which approximates market va~ue f.o.b. 

mine. l·ihen imputing va~ue, the department may apply the 

factors used by the federal government under 26 u.s.c. 

section G~3, or that provision as it may be ~abel~ed or 

amended, in detennining gross income from mining, or the 

department may app~y any other or additional criteria it 

considers appropriate. ~ach subject taxpayer s~a~l, upon 

request by t~e department, furnish a copy of its federal 

income tax return, with any a,nendments, fi~ed for the year 

in w~ich the va~ue of coa~ is being imputed and copies of 
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tile eom:ract:a -*r ¥bi.crla i.t .ia wtll iPg 'CXIIll. at; tbe ·tme. 

NSo the 4ap&r.Wt's ~ af ~kelt Vill.ue is contested 

u ~ pu 'l +gr 1llle ~ o£ pnJaf is on tbe amtest:iny 

Pittt.!f~ 

SeQCion 7. Di$pEI'Biti.on 0£ :£&venae. severance ta:aes 

~ miller tb:iB C!hispt:er ;u:e ~OiiSbld :as ~ow1u 

(l.~ '%o iZoe ~ :£n. .ttidl coal .- mined, one-tenth 

{.l/-10) Df t:be taz paid bY .-.c:h aiDe iD tile .COilllty~ for R1Ch 

p~ - the ~ Jaody of tire C0\1I11;y may deamaiDe; 

{2} ... e .... fi;/Ht ~TB U/2<ll of ctlle ·ax 

pai.d by each .me., to tba:t city or m.n nSBSe~rt tbe aiaa. -

dltt:erained l:ly t11e driving distance on imprond all-ather 

:roads, wbi.c:h was incorporated befaze Janwuy 1, 19'6~: and 

(3} ·'!be ·lMllance to the genell'tll. f\Uld of the etau. 

Section 8. Reportilll] grcas pnJCeeds fr011 coal. EaCh 

person engaged in lldning coeJ. -.wt, on or before March ll 

·each year file with ·the department a statelllent of the gross 

from each coal aine ~ed or worked by .uch person m .Yield 

the preceding calendar year, and the value :tbm:eof. "tile 

statement shal.l be in the fora prescribed by the department 

of revenue, which may be coordinated with the form used 

under section 5 of this act, and must be verified by an 

officer of the firm. '!'he statl!lllent sha.ll include: 

(.l) '!'he name and address of "the owner or lessee or 

operator of the mine. 
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{2} Ti1e location oi' tbe mine. 

(3} The tons of ore extracted, treated, and so.l.d from 

the mine during .the ta::cab.le peri.od. 

(4} The gross yiel.d or val.ue ·in dollars and cents 

derived from the contract sales price. 

Section 9. Transmission af gxoa·s proceeds fr0111 -1 to 

county aasesaor. on or before July 1 ea.ch year the 

department shal.l transmi.t to &he county aasessor of each 

coLIIl.ty in w:hic:h coal. mines are situated, :t.lle valuation of 

the gross proceeds of such mines 

taxation, as the same have been 

for the purpose 

determined by 

of 

tbe 

department. The county assessor shall immediatel.y enter the 

same upon a suitable assessment roll., the form of which 

shall be prescribed by the department. 

Section 10. Taxation of gross proceeds from coal. The 

county assessor shall prepare from the reported gross 

proceeds from coal a tax roll., which he shall transnlit to 

the cowtty treasurer on or before September 15 each year. 

The county treasurer shall proceed to give full notice 

thereof to each coal producer and to collect the taxes due 

within sixty (60) days after mailing. 

Section 11. Lien of ta~ enforcement of payment. 

The tax on gross proceeds from coal shall be levied as taxes 

on other forms of property, and this tax and the severance 

tax on coal production are each a lien upon the coal mine 
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and a prior lien upon all personal property and improvements 

used to ?reduce the coal. These taxes may be collected by 

the seizure and sale of the personal property on \'lhich the 

tax is a lien, as provided under sections 84-4202 through 

84-4211, or by suit under sections 34-4301 through 84-4302. 

Section 12. Penalties for neglect or false statement. 

A person who fails, neglects, or refuses to file any 

statement required under this chapter, or who makes a false 

statement commits a misdemeanor. A person convicted under 

this section shall be fined not to exceed one thousand 

dollars {$1,000) or be imprisoned in the county jail for any 

term not to exceed six (6) months, or both. 

Section 13. Section 84-301, R.C.M. 1947, is amended to 

read as follows: 

•a4-301. Classification of property for taxation. For 

the purpose of taxation the taxable property in the state 

shall be classified as follows: 

Class One. The annual net proceeds of all mines and 

mining clai~s, exceot coal mines, after deducting only the 

expenses specified and allowed by section 84-5403; also 

where the right to enter upon land, to explore or prospect, 

or dig for oil, gas, coal or mineral is reserved in land or 

received by mesne conveyance (exclusive of leasehold 

interests), devise or succession by any person or 

corporation, the surface title to which has passed to or 
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remains in another, the state department of revenue shall 

determine the value of the right to enter upon said tract of 

land for the purpose of digging, exploring, or prospecting 

for gas, oil, coal or minerals, and the same shall be placed 

in this classification for the purpose of taxation. 

Class Two. All agricultural and other tools, 

implements and machinery, gas and other engines and boilers, 

threshing machines and outfits used therewith, automobiles, 

motor trucks and other power-driven cars, vehicles of all 

kinds except mobile homes, boats and all watercraft, 

harness, saddlery and robes and except as provided in Class 

Five (bl of this section, all poles, lines, transformers, 

transformer stations, meters, tools, improvements, machinery 

and o~~er property used and owned by all persons, firms, 

corporations, and other organizations which are engaged in 

the business of furnishing telephone communications, 

exclusively to rural areas, or to rural areas and cities and 

towns provided that any such city or town has a population 

of eight hundred ( 800) persons or less; and provided 

further, that the average circuit miles for each station on 

the system is more than one and one-quarter (1 1/4) miles. 

Class Three. Livestock, poultry and unprocessed 

products of both; stocks of merchandise of all sorts, 

together with furniture and fixtures used therewith, except 

mobile homes; the annual gross proceeds of underground coal 
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mines; and all office or hotel furniture ana fixtures. 

Class Four. (a) All land, town and city lots, with 

improvements, and all trailers affixed to land owned, 

leased, or under contract or purchase by the trailer owner, 

manufacturing and mining machinery, fixtures and supplies, 

except as otherwise provided by the constitution of Montana, 

and except as such property may be included in Class Five, 

Class Seven or Class Eight, 

(b) Mobile homes without regard to the ownership of the 

land upon which they are situated, except those held by a 

distributor or dealer of mobile homes as part of his stock 

in trade, and except as such property may be included in 

Class Eight. 

Class Five. (a) All moneys and credits, secured or 

unsecured, including all state, county, school district and 

other municipal bon~s, warrants and securities, without any 

deduction or offset; provided, however, that the terms 

•moneys and credits• as herein used shall not embrace the 

moneyed capital employed in the banking business by any 

banking corporation or individual in this state. 

(b) All poles, lines, transformers, transformer 

stations, meters, tools, improvements, machinery and other 

property used and owned by co--operative rural electrical and 

co-operative rural telephone associations organized under 

the laws of Montana except those within the incorporated 
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limits of a city or town in which less than ninety-five per 

cent (95%) of the electric consumers and/or telephone users 

are served by a co-operative organization, and as to the 

property enumerated in this subsection (b) within 

incorporated limits of a city or town in which less than 

ninety-five per cent (95%) of the electric consumers or 

users will be served by a co--operative organization, such 

property shall be put in Class Two. 

(c) All unprocessed agricultural products either on the 

farm or in storage, irrespective of whether said products 

are owned by the elevator, warehouse or flour mill owner or 

company storing the same, or any other person whansoever, 

except all perishable fruits and vegetables in farm storage 

and owned by the producer, and excepting livestock and 

poultzy and the unprocessed products of both. 

(d) The dwelling house, and the lot on which it is 

erected, owned and occupied by any resident of the state, 

who has been honorably discharged from active service in any 

branch of the anned forces, who is rated one hundred per 

cent (100%) disabled due to a service-connected disability 

by the United States veterans administration or its 

successors. 

In the event of the veteran's death, the dwelling 

house, and the lot on which it is erected, so long as the 

widow remains unmarried and the owner and occupant of the 
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property, shall remain within this classification. 

Class Six. Property formerly included in this class is 

now classified by section 84-308, R.C.M. 1947. 

Class Seven. (a) All new industrial property. 3ew 

industrial property shall mean any new industrial plant, 

including land, buildings, machinery and fixtures which, in 

L~e determination of the state department of revenue, is 

used by a new industry during the first three (3) years of 

operation not having been assessed prior to July 1, 1961, 

within 

person, 

the state of Montana. 1-.iew industry shall mean any 

corporation, firm, partnership, association, or 

other group which establishes a new plant or plants in this 

state for the operation of a new industrial endeavor, as 

distinguished from a mere expansion, reorganization, or 

merger of an existing industry or industries. Provided, 

however, that new industrial property shall be limited to 

industries that manufacture, mill, mine, produce, process or 

filbricate matarials, or do similar work in v1:uch capital and 

labor are ec.1;_:>loyed and in which materials u.-.serviceable in 

their natural state are extracted, :;>recessed or made fit for 

use or are substantially altered or treated so as to create 

comnercial products or materials; and in no event shall the 

term 01e\·1 industrial property be include<.! to mean property 

used by retail or wholesale ~rchants, commercial services 

of any type, agriculture·, trades or professions. Anci 
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provided further, that new industrial property shall not oe 

included to mew< property which is used or employed in any 

industrial plant which has been in operation in this state 

for three (3) years or longer. Any person, corporation, 

firm, partnership, association or other group seeking to 

qualify its property for inclusion in this class shall make 

application to the state department of revenue in such 

manner and form as may be required by said department. 

Class Eight. Any improvement on real property, 

trailers affixed to land or mobile home belonging to 

of 

any 

the person who qualifies under any one or more 

hereinafter set forth categories, valued at not more than 

seventeen ~~ousand five aundred dollars ($17,500), which is 

owned or under a contract for deed, and which is actuaLly 

occupied by: 

(1) a widow sixty-two (62) years of age or older, 

whether with or wi~~out minor dependent children, who 

qualifies under the income limitations of (4}, or 

(2) a widower sixty-five (65) years of age or older, 

whether with or without minor dependent children, who 

qualifies under the income limitations of (4) , or 

(3) a widow with minor or dependent children regardless 

of age, who qualifies under the income limitations of (4), 

or 

(4) a reci;;>ient of retirement benefits w;1ose income 
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from Al.l cat:turoes is .not 1110re than :four thousand dollars 

($4 ,OOQ.) <for .a singJ.e person .and five ·thousand .two .hWl.dre.d 

doU~s ($5,l00) £o_r a~ couple per annwn. l'rovi.Cied, 

furt.be,r,, :th:<lt .·~ .\illo ~- for .clAsslfi.cat.ian .of pzoperty 

under J:;bj,s Qlowas m.ut make an affidavit to the stat~ 

4ep..a11taent o.f ,Jteanue on .a f~rm as may be provided by the 

stAt.e ~nt .e.f -~ •upplled witbout ·east Jro the 

appli'PilD.t., AS .tw ·his in~, .if applicable, ASS ,t;o his 

retJ;~nt .U.neti:ts, .if applicable, or_. .as to his JR&tital 

stat.us., if eppl.i.cable., emd . to the fact tlla:t he or :abe 

aetlla.Lly .occupies :all.Ch ~~ts wit:h ·tight of l;he .QQWtty 

.we,].:fos:'e .·~ 1:o .i.n~Gft'ke the appliQAnt, on t:he 

CO:IIIPl-etion o£ J:he form, as .to answers given .on the form. 

P-rovided, ~r, that ·the "Mtllue of sai.d p;rQpert_y shall ·BOt 

increue ®ring ::llhe life of the ·recipient of .reti-wmea:t 

~:t.s or widow o;- widC~We:r 1»Vered under this claas. For 

pw:poae,s o.f .the affidavit ~ for cl.assi..fi:c.ation cf 

property unaer .thili c.l.au~ it ·.ehAll be s.u.ffici.ent .i:f the 

..ap.p.li;cW).t .signs cil a:t.tement .wea::ing to or affirJ!Iiag :the 

correct:Aess of .:the iaforlllatiQn .s.1WPJ.ied, whether or -net --tae 

statelllie.Qt .is signed befoze a person authorized to admin.io&tier 

oaths~ and mails t.be applioation and s.t:atement to the 

departlllent of .revenue. This signed .statement shall be 

txeated as a ·statement under oath or equivalent affirmat~n 

for purposes of section 94-7-203, R.C.M. 1947, relating to 
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the criminal offense of fal.se swearing. 

Class Nine. The .annual gross proceeds of coal nli.nes 

using tile ·strip mining method. 

"Class HSfte-~. All property not included in the ~ 

~ nine (9) preceding classes." 

S!actl:on 14. Section 84-302, R.C.N. 1947 1 is amended to 

read as follows: 

-•u.-302. .,iiasis for _impQs.ition of t.axEts. As a b<lsis for 

the illlpoaition o£ .ta..es upon tbe di:U~ -~es of 

proper.t.y specitied in the preeeiling aecti-on., ·a pereen~ of 

-:t11ae true -ond ill.U 1111l.Jie o£ ·the .property of eaJJh 1:ll.AN ahal.l 

be :t·<llti!n es foJ.l.Gws: 

Class 1. 

full val.ue. 

One hundred per cent U.OO'li.) of its true ant. 

Class .2. Twenty per ~:;ant (20%) of .its true and ful.l 

value. 

Cl.ass 3. Tbhty-three and one-third per cent (33 1/3%) 

of its true .cand .f!Ul value. 

CJ...-.s 4. Thirty per ~t (30\) -.of its true and fl1ll 

val:;J.le.. 

-class 5. Seven per alnt ( 7\} of its true arui fulJ. 

va1ue. 

Clus 6. 

Cl.aas 7. 

Val\l,e. 

As specified in section 84-308, R.C.li. l.-947. 

Seven per c:Jmt {7%) of its true and f1.1ll 
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Class 8. Fifteen per cent (15%) of its true and full 

value. 

Class 9. Pe~~-~~eeft~-*49%t FORTY-FIVE PERCENT (45%) 

of its true and full value. 

Class 10. Pe~~y-~~¥e-pe~eeft~-*+S%t FORTY PERCENT (40%) 

of its true and full value.• 

Section 15. Section 84-5402, R.C.M. 1947, is amended 

to read as follows: 

"34-5402. Net proceeds tax--statement of yield, 

penalty, extension of time. ~very person, partnership, 

corporation, or association, engaged in mining, extracting 

or producing from any quartz vein or lode, placer claim, 

dump or tailings, or other place or sources whatever, 

precious stones or gems, gold, silver, copper, eeft±7 lead, 

petroleum, natural gas, or other valuable mineral, except 

coal, must on or before the thirty-first day of March of 

each year I•lake out a statement of t."le gross yield of the 

above-named metals or minerals from each mine owned or 

worked oy sucl1 person, corporation or association during tne 

year preceding tile first day of January of t.~e year in wnicn 

such staterr~nt is made, and the value thereof. Such 

statement shall '::>e in the fonn 2rescribed by the state 

department of revenue, and must be verified oy the oath of 

such _::>erson or the manager, superintenO.ent, agent, presiuent 

or vice-9resident of such corporation, association or 
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partnership, and nust oe delivered to t.1e state department 

of revenue on or before the thirty-first day of March. Such 

statement shall show the following: 

1. Tne n~~ and address of the owner or lessee or 

operator of the mine, together with the names and addresses 

of any and all persons, corporations, or associations owning 

or claiming any royalty interest in the mineral product of 

such mine or the proceeds derived from the sale thereof, and 

the amount or amounts paid or yielded as royalty to each of 

such persons, corporations or associations during the period 

covered by the statement. 

2. The description and location of the mine. 

3. The number of tons of ore, barrels of petroleum, 

cubic feet of natural gas or other mineral ~roducts or 

deposits extracted, produced, and treated or sold from the 

mine during the period covered by the statement. 

4. The amount and character of such ores, mineral 

9roducts or deposits, and the yield of such ores, mineral 

?roducts or deposits from such mine in constituents of 

commercial value; that is to say, the number of OU!lces of 

gold or silver, pounds of copper or lead, eeft~-e~-ee~~7 

barrels of petroleum or other crude or mineral oil, cubic 

feet of natural gas or other 

constituents of said ores or !.li!leral 

conunercially 

products or 

valuable 

deposits 

measured by standard units of measurement, yielded to such 
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person, corporation or association so engaged in mining, and 

to said royalty holders and each of them, if ~~y, during the 

period covered by the statement. 

5. Tne gross yield or value in· dollars and cents. 

6. Actual cost of extracting same from mine. 

7. Actual cost of transporting to place of reduction 

or sale. 

8. Actual cost of reduction or sale. 

9. Actual cost of marketing the product and conversion 

of same into money. 

10. Cost of construction, 

mines, and cost of repairs and 

works. 

repairs and betterments of 

replacements of reduction 

11. The assessed valuation of reduction works for the 

calendar year for which such return is made. 

12. Actual cost of fire insurance 

compensation insurance. 

and workmen's 

If any person shall fail, neglect or refuse to file the 

statement required by this section within the time required, 

~r within any extended period of time allowed, the state 

department of revenue when transmitting the net proceeds 

valuations to the counties shall inform L~e county assessor 

~3 of such failure, neglect or refusal and L~e county assessor 

24 

25 

in addition to the net proceeds tax, if any, shall assess a 

penalty of 2/3 of 1% of such tax for each calendar month or 
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fraction thereof that the required stat~~ent is not file~, 

deducting L~erefrom ~•Y illOneys collected JY the state 

department of revenue required by this section. The state 

department of revenue shall assess a penalty of $25 for each 

calendar month or fraction thereof, not exceeding four 

months, that the required statement is not filed, to be 

collected by the state department of revenue and deposited 

to the credit of the general fund of the state of :.Jontana. 

The state clepartment of revenue shall, upon a showing 

of reasonable cause, gran~ an extension of time for filing 

the statement required by this section. This penalty shall 

be in addition to panalties provided in section 84-5410." 

Section 16. Severability. If a part of this act is 

invalid, all v~id parts that are severable from the invalid 

part remain in effect. If a part of this act is invalid in 

one or more of its applications, the part remains in effect 

in all valid applications that are severable from the 

invalid applications. 

Section 17. Repealer. Sections 84-1301 through 

84-1309, 84-1309.1, 84-1310, and 84-1311, R.c.a. 1947, ar!ll 

repealed. 

-End-
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March 27, 1975 

SENATE COMMI'rTEE ON 'rl\XATION 

AMENDMEN'rS TO HOUSE BILL NO. 115 

That House Bill No. 115, thlrd reading, be amended as follows: 

1. Amend title, line 10. 
Followin9 ~ "84-302," 
Insert: 11 84-1309.1,'' 

2. Amend title, line 11. 
Following: 11 84-1309," 
Strike: "84-1309.1," 

3. Amend paqe 4, section 3. line l 7. 
Following: line 16 
Strike: " 20% II 

Insert: " 30% " 

4. Amend nagR 4, section 3, line 19. 
Followina: line 18 
Strike: " 20% " 
Insert: " 30% 11 

5. Amend paac 4, section 3, line 21. 
Following: line 20 
Strike: " 20% " 
Insert: " 30% 11 

6. Amend page 4, section 3, line 23. 
Following~ line 2 2 
Strike: 11 20% 11 

Insert: 11 30% 11 

7. Amend page 7, section 7, lines 5 through line 14 on page s. 
Following: line 4 
Strike: Section 7 in its entiretv 
In!":ert.: ''Sect-ion 7. Section 84-1309.1, R.C.IVI. 1947, is 
renumbered 84-1319, and is amended to rPad as follows: 
"84-:1:39-9-;-±-:- 84-1319. Disposal of license or severance taxes. 
License or severance taxes collected under the provisions of this 
chapter _or such sectionE_~m~y enact a severance tax on coal.in 
1975 are allocated as follows: 

(1) To the countv ~e~era±-£~~d f~uch_Eu~qses~~ the 
governi~g body of that county may determine from which coal was 
mined three cents (3/) per ton; provided, however, for each calendar 
year ~rior to January l, 1980, this amount shall be three cents 
(3~) _er ton or:five~rcent (5%) of the contract sale price of 
~he _ _££al mined in t.hat county, whichever is h~ghe;r. 

(2) To the earmarked revenue fund, such_Rortions~f the 
severance tax as may be authQE~zed_Ey_laws enact~Q_tn 1975 

{~t 111 All other revenues from license or severance taxes 
collected under the provisions of this Chapter shall be deposited 
to the credit of the general fund of the state." " 

8. Amend page 20, section 17, line 20. 
Following: "84-1309, 11 

Strike: "84-1309.1," 

AND AS SO AMENDED, BE CONCURRED IN 



March 29, 1975 

COMMITTEE OF THE WHOLE 

SENATE AMENDMENTS TO HOUSE RILL NO. 115 

Amend Senate Committee on Taxation Amendments, dated Mart·h 27, 197'l, 
as follows: 

1. Amend amendment No. 3. 
Strike: amendment No. 3 in its entirety 

and amend House.Bill No. 115, third reading, as follows: 

2. Amend title, line 6. 
Following: "AT" 
Strike: "TWENTY PERCENT (20%)" 
Insert: "A PERCENTAGE" 

3. Amend page 4, section 3, line 17. 
StrikE?: "20%" 
Insert: "15%" 
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HOUSE BILL NO. 115 

INTRODUCED BY HALVORSON, DASSINGER, DAY 

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE TAXATIOti 

OF COAL PRODUCTION; PROVIDING FOR A SEVERANCE Ti'.X ON COAL 

PRODUCED AT ~N~--PBR€EN~--~29%r A PERCENTAGE OF VALUE 

BEFORE TAXES; DELETING COAL FROH THE PROVISIONS TAXING THE 

NET PROCEEDS OF MINES; PROVIDING FOR TAXATION OF THE GROSS 

PROCEEDS FROM COAL AS AN ELEMENT IN THE PROPERTY TAX SYSTEM; 

AMENDING SECTIONS 84-301, 84-302, 84-1309.1, AND 84-5402, 

R.C.M. 1947; AND REPEALING SECTIONS 84-1301 THROUGH 84-1309, 

~4-~a&~T~? 84-1310, AND 84-1311, R.C.M. 1947." 

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

Section 1. 

purpose. (1) 

Legislative findings 

The legislature finds 

and declarations of 

that while coal is 

extracted from the earth like metal minerals, there are 

differences between coal and metal minerals such that they 

should be classified in different 

purposes. The legislature finds 

categories for taxation 

that while coal can be 

utilized like petroleum products, there are differences 

between coal and petroleum such that they should be 

classified in different categories for taxation purposes. 

The legislature further finds that: 

(a) coal is the only mineral which can supply energy 
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while being easily found in abundance in Hontana; 

(b) coal is the only mineral which is so often 

marketed through sales contracts of many years' duration; 

(c) coal, unlike most minerals, varies widely in 

composition and consequent value when marketed; 

(d) coal in Montana is subject to regional and 

national demands for development which could affect the 

economy and environment of a larger portion of the state 

than any other mineral development has done; 

(e) coal in Montana, when recoverable by strip mining, 

is in sufficient demand that between one-fourth (1/4) and 

one-third (1/3) of the price it commands at the mine may go 

to the economic rents of royalties and production taxes; 

(f) coal produced in underground mines has higher 

production costs and underground producers are able to pay 

lesser amounts of royalty and production tax than strip mine 

producers can pay; 

(g) coal production in Montana has been subject to an 

uncoordinated array of taxes which overlap one another and 

yield revenue in an inconsistent and unpredictable manner. 

(2) The legislature declares that the purposes of this 

chapter are: 

(a) to allow the severance taxes on coal production to 

remain a constant percentage of the price of coal; 

(b) to stabilize the flow of tax revenue from coal 
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mines to local governments through the property taxation 

system; 

(c) to simplify the structure of coal taxation in 

Montana, reducing tax overlap and improving the 

predictability of tax projections; and 

(d) to accomplish the foregoing purposes by 

establishing categories of taxation which recognize the 

unique character of coal as well as the variations found 

within the coal industry. 

Section 2. Definitions. As used in this chapter: (1) 

•contract sales price• means either (a) the price of coal 

extracted and prepared for shipment f.o.b. mine, excluding 

that amount charged by the seller to pay taxes paid on 

production, or (b) a price imputed by the department under 

section [6 of this act]. 

(2) "Energy conversion process• includes any process 

by which coal in the solid state is transformed into slurry, 

gas, electric energy, or any other form of energy. 

(3) "Produced" means severed from the earth. 

(4) "Strip mining• or "surface mining" is defined in 

section 50-1036. 

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

utilizing shafts and tunnels, and not regulated under 

section 50-1039. 

(6) "Ton" means two thousand (2,000) pounds. 
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(7) "Taxes paid on orodur:::tion" include any tax paid to 

the federal, state, or local governments upon the quantity 

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

val~e of production, and do not include any tax upon the 

value of mining equipment, machinery, or Juildings and 

lands, any tax upon a person's net income derived in whole 

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

(8) "Department" means the department of revenue. 

Section 3. Severance tax rates imposed 

exemptions. A severance tax is imposed on each ton of coal 

produced in the state, in accordance with the following 

schedule: 

Heating quality 

(Btu per pound 

of coal): 

Under 7,000 

7 ,OO•J-8, 000 

8,000-9,000 

over 9,000 

Surface 

Mining 

12 cents or 

i!iHs 30% of value 

22 cents or 

i!a'!J 1..Q! of val:1e 

34 cents or 

i!'\1% 30% of value 

40 cents or 

i!e'!J lQ! of value 

Underground 

Mining 

5 cents or 

3% of value 

8 cents or 

4% of value 

lCl cents or 

4% of value 

12 cents or 

4% of value 

The formula which yields the greater amount of tax in a 

particular case shall be used at each point on this 
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schedule. "Value" means the contract sales price. A-~e~~eft 

w~--~~ee~eee--~eee--~~eft--efte--~~e~~efte--~we--ft~fte~ea-fif~y 

~~7~§9~-~eBe-e£-eee~-ift-e-~~~~er-yeer-ie-fte~-~iee~e-fer-efty 

ee¥ereftee-~eK-eft-~~e~-~ree~e~ieftT---A--~er~eft--wfte--~~ea~eee 

~eee--~fteft--~we~¥e--~e~~eft8-fi¥e-ft~area-~~~7S99*-~efte-ift-e 

~~r~e~-yee~-ie-~iee~e-fe~-efte-ei~~~-~~f9t-e£-~fte-eevereftee 

~eM-eft-~e~-~~ee~e~ieftT A PERSON IS NOT LIABLE FOR ANY 

SEVERANCE TAX UPON THE FIRST FIVE THOUSAND (5,000) TONS OF 

COAL HE PRODUCES IN A QUARTER-YEAR. 

Section 4. Quarterly statement and payment of tax. 

Each coal mine operator shall compute the severance tax due 

on each quarter-year's worth of production on forms 

prescribed by the department. 

the tonnage produced, the 

The statement shall indicate 

average Btu value of the 

production, the contract sales price received for the 

production, and such other information as the department may 

require. The completed form in duplicate, with the tax 

payment, shall be delivered to the department not later than 

thirty (30) days following the close of the quarter. The 

form shall be verified by an officer of the coal mine 

operator. A person operating more than one coal mine in 

this state may include all of his mines in one statement. 

Section 5. Annual testing of samples. The Montana 

state bureau of mines and geology shall test coal production 

subject to this chapter and may make rules governing the 
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collection of t0st data. A person su~ject to this chapter 

shall submit to t:>e bureau on or ;,:=fore August l each year a 

sample of mi:w run "as is" coal from each mine producing 

L1at year. AdJ.i tio:1al sar:~ples s 1u.ll ;Je submitted 1 ~ the 

reqc1est of t:1~ burea~Ll. Tile burea.1 s:1all compute the 3tu per 

pound of each sample received and forward this information 

to the department prior to September 1 each year. 

Section 6. ~hen value of coal may be imputed 

procedure. In a case w~ere 

{a) the operator of a coal mine is using the produced 

coal in an energy conversion process, or 

(0) a person sells coal under a contract whic~ is not 

~n arm's-length agreement, or 

(c) a person neglects or refuses to file a statement 

and tax return under this chapter, the department may impute 

a value to the coal which approximates market value f.o.b. 

mine. When irn;:Juting value, tne de?artment may apply the 

factors used by the federal government under 26 u.s.c. 

section 613, or that provision as it may be labelled or 

amendel, in determining gross income from mining, or the 

department may apply any other or additional criteria it 

considers appropriate. Each subject taxpayer shall, upon 

request by the dcoartment, furnish a copy of its federal 

income tax return, ·.·lith any amendmcats, filed for the year 

in which the value of coal is being imputed and copies of 
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the contracts under which it is selling coal at the time. 

When the department's estimate of market value is contested 

in any proceeding, the burden of proof is on the contesting 

party. 

See~iea-~T--Sie~ei~~ft-e~--reveft~eT---seve~ftee--eeMee 

ee::ee~ee-~ftaer-eftie-eft~eer-ere-e:ieeeeee-ee-~eiiewe~ 

ti~--~e-eft&-ee~ft~-~-wftieh-eeei-wae-miftea7-efte-~eft~ 

tif:G~--e~-~e-eeM-peia-e~-eeeft-mifte-ift-ehe-ee~eyr-rer-e~eft 

p~peeee-ae-~e-!e¥&rftift~-eeer-e~-ehe-ee~e~-me~--eeee~ftet 

t~~--9fte-~~h--tifiG~ eNB-~BH~~B~-tif~G~ e~-ehe-eeK 

peia-8~-eeeh-mifteT-ee-~e~-eiey-er-eeWft-fteeree~-ehe-miftet-ee 

eeeermiftea-ey-~e-ari¥ift~-aieeeftee-eft--imprevea--eii-wee~er 

reeae7-wftieft-wee-ifteerpereeee-eerere-~ftft~e~-:7-i9~St-eftft 

t~*--~he-eeieftee-ee-~e-~efterei-~~fta-er-efte-eeeeeT 

SECTION 7. SECTION 84-1309.1, R.C.M. 1947, IS 

RENUMBERED 84-1319, AND IS AMENDED TO READ AS FOLLOWS: 

"G4-i~Q9~iT 84-1319. Disposal of license or severance 

taxes. License or severance taxes collected under the 

provisions of this chapter or such sections as may enact a 

severance tax on coal in 1975 are allocated as follows: 

(1) To the county ~efterei-~~a for such purposes as 

the governing body of that county may determine from which 

coal was mined three cents (3¢) per ton; provided, however, 

for each calendar year prior to January 1, 1980, this amount 

shall be three cents (3¢) per ton or five percent (5%) of 
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the contract sale price of the coal mined in that county, 

whichever is higher. 

(2) To the earmarked revenue fund, such portions of 

the severance tax as may be authorized by laws enacted in 

1975. 

t~* ill All other revenues from license or severance 

taxes collected under the provisions of this chapter shall 

be deposited to the credit of the general fund of the 

state." 

Section B. Reporting gross proceeds from coal. Each 

person engaged in mining coal must, on or before March 31 

each year file with the department a statement of the gross 

yield from each coal mine owned or worked by such person in 

the preceding calendar year, and the value thereof. The 

statement shall be in the form prescribed by the department 

of revenue, which may be coordinated with the form used 

under section 5 of this act, and must be verified by an 

officer of the firm. The statement shall include: 

(1) The name and address of the owner or lessee or 

operator of the mine. 

(2) The location of the mine. 

(3) The tons of ore extracted, treated, and sold from 

the mine during the taxable period. 

(4) The gross yield or value in dollars and cents 

derived from the contract sales price. 
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Transmission of gross proceeds from coal to 

On or before July 1 each year the 

transmit to the county assessor of each 

county in which coal mines are situated, the valuation of 

the gross proceeds of such mines for the purpose of 

taxation, as the same have been determined by the 

department. The county assessor shall immediately enter the 

same upon a suitable assessment roll, the form of which 

shall be prescribed by the depar~~ent. 

section 10. Taxation of gross proceeds from coal. The 

county assessor shall prepare from the reported gross 

proceeds from coal a tax roll, which he shall transmit to 

the county treasurer on or before September 15 each year. 

The county treasurer shall proceed to give full notice 

thereof to each coal producer and to collect the taxes due 

within sixty (60) days after mailing. 

Section 11. Lien of tax -- enforcement of payment. 

The tax on gross proceeds from coal shall be levied as taxes 

on other forms of property, and this tax and the severance 

tax on coal production are each a lien upon the coal mine 

and a prier lien upon all personal property and improvements 

used to produce the coal. These taxes may be collected by 

the seizure and sale of the personal property on which the 

tax is a lien, as provided under sections 84-4202 through 

84-4211, or by suit under sections 84-4301 through 84-4302. 
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Section 12. Penalties for neglect or false statement. 

A person who fails, neglects, or refuses to file any 

statement required under this chapter, or who makes a false 

statement commits a misdemeanor. A person convicted under 

this section shall be fined not to exceed one thousand 

dollars ($1,000} or be imprisoned in the county jail for any 

term not to exceed six (6) months, or both. 

Section 13. Section 84-301, R.C.M. 1947, is amended to 

read as follows: 

•s4-301, Classification of property for taxation. For 

the purpose of taxation the taxable property in the state 

shall be classified as follows: 

Class One. The annual net proceeds of all mines and 

mining claims, except coal mines, after deducting only the 

expenses specified and allowed by section 84-5403; also 

where the right to enter upon land, to explore or prospect, 

or dig for oil, gas, coal or mineral is reserved in land or 

received by mesne conveyance (exclusive of leasehold 

interests) , devise or succession 

corporation, the surface title to which 

by any person 

has passed to 

or 

or 

remains in another, the state departn~nt of revenue shall 

determine the value of the right to enter upon said tract of 

land for the purpose of digging, exploring, or prospecting 

for gas, oil, coal or minerals, and the same shall be placed 

in this classification for the purpose of taxation. 
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Class Two. All agricultural and other tools, 

implements and machinery, gas and other engines and boilers, 

threshing machines and outfits used therewith, automobiles, 

motor trucks and other power-driven cars, vehicles of all 

kinds except mobile homes, boats and all watercraft, 

harness, saddlery and robes and except as provided in Class 

Five (b) of this section, all poles, lines, transformers, 

transformer stations, meters, tools, improvements, machinery 

and other property used and owned by all persons, firms, 

corporations, and other organizations which are engaged in 

the business of furnishing telephone communications, 

exclusively to rural areas, or to rural areas and cities and 

towns provided that any such city or town has a population 

of eight hundred (BOO) persons or less; and provided 

further, that the average circuit miles for each station on 

the system is more than one and one-quarter {1 1/4) miles. 

Class Three. Livestock, poultry and unprocessed 

products of both; stocks of merchandise of all sorts, 

together with furniture and fixtures used therewith, except 

mobile homes; the annual gross proceeds of underground coal 

mines; and all office or hotel furniture and fixtures. 

Class Four. (a) All land, town and city lots, with 

improvements, and all trailers affixed to land owned, 

leased, or under contract or purchase by the trailer owner, 

manufacturing and mining machinery, fixtures and supplies, 

-11- HB 115 

1 

2 

3 

4 

5 

6 

7 

B 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0115/03 

except as otherwise provided by the constitution of Montana, 

and except as such property may be included in class Five, 

Class Seven or Class Eight. 

(b) Mobile homes without regard to the ownership of the 

land upon which they are situated, except those held by a 

distributor or dealer of mobile homes as part of his stock 

in trade, and except as such property may be included in 

Class Eight. 

Class Five. (a) All moneys and credits, secured or 

unsecured, including all state, county, school district and 

other municipal bonds, warrants and securities, without any 

deduction or offset; provided, however, that the terms 

•moneys and credits• as herein used shall not embrace the 

moneyed capital employed in the banking business by any 

banking corporation or individual in this state. 

(b) All poles, lines, transformers, transformer 

stations, meters, tools, improvements, machinery and other 

property used and owned by co-operative rural electrical and 

co-operative rural telephone associations organized under 

the laws of Montana except those within the incorporated 

limits of a city or town in which less than ninety-five per 

cent (95%) of the electric consumers and/or telephone users 

are served by a co-operative organization, and as to the 

property enumerated in this subsection (b) within 

incorporated limits of a city or town in which less than 

-12- HB 115 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0115/03 

ninety-five per cent (95%) of the electric consumers or 

users will be served by a co-operative organization, such 

property shall be put in Class Two. 

(c) All unprocessed agricultural products either on the 

farm or in storage, irrespective of whether said products 

are owned by the elevator, warehouse or flour mill owner or 

company storing the same, or any other person whomsoever, 

except all perishable fruits and vegetables in farm storage 

and owned by the producer, and excepting livestock and 

poultry and the unprocessed products of both. 

(d) The dwelling house, and the lot on which it is 

erected, owned and occupied by any resident of the state, 

who has been honorably discharged from active service in any 

branch of the armed forces, who is rated one hundred per 

cent (100%) disabled due to a service-connected disability 

by the United States veterans administration or its 

successors. 

In the event of the veteran's death, the dwelling 

house, and the lot on which it is erected, so long as the 

widow remains unmarried and the owner and occupant of the 

property, shall remain within this classification. 

Class Six. Property formerly included in this class is 

now classified by section 84-308, R.C.M. 1947. 

Class Seven. (a) All new industrial property. New 

industrial property shall mean any new industrial plant, 
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including land, buildings, machinery and fixtures which, in 

the determination of the state department of revenue, is 

used by a new industry during the first three (3) years of 

operation not having been assessed prior to July 1, 1961, 

within the state of Montana. New industry shall mean any 

person, corporation, firm, partnership, association, or 

other group which establishes a new plant or plants in this 

state for the operation of a new industrial endeavor, as 

distinguished from a mere expansion, reorganization, or 

merger of an existing industry or industries. Provided, 

however, that new industrial property shall be limited to 

industries that manufacture, mill, mine, produce, process or 

fabricate materials, or do similar work in which capital and 

labor are employed and in which materials unserviceable in 

their natural state are extracted, processed or made fit for 

use or are substantially altered or treated so as to create 

commercial products or materials; and in no event shall the 

term new industrial property be included to mean property 

used by retail or wholesale merchants, commercial services 

of any type, agriculture, trades or professions. And 

provided further, that new industrial property shall not be 

included to mean property which is used or employed in any 

industrial plant which has been in operation in this state 

for three (3) years or longer. Any person, corporation, 

firm, partnership, association or other group seeking to 

-14- HB 115 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0115/03 

qualify its property for inclusion in this class shall make 

application to the state department of revenue in such 

manner and form as may be required by said department. 

Class Eight. Any improvement on real property, 

trailers affixed to land or mobile home belonging to any 

person who qualifies under any one or more of the 

hereinafter set forth categories, valued at not more than 

seventeen thousand five hundred dollars ($17,500), which is 

owned or under a contract for deed, and which is actually 

occupied by: 

{1) a widow sixty-two {62) years of age or older, 

whether with or without minor dependent children, who 

qualifies under the income limitations of (4), or 

(2) a widower sixty-five (65) years of age or older, 

whether with or without minor dependent children, who 

qualifies under the income limitations of (4), or 

(3) a widow with minor or dependent children regardless 

of age, who qualifies under the income limitations of (4), 

or 

{4) a recipient of retirement benefits whose income 

from all sources is not more than four thousand dollars 

($4,000) for a single person and five thousand two hundred 

dollars ($5,200) for a married couple per annum. Provided, 

further, that one who applies for classification of property 

under this class must make an affidavit to the state 

-15- HB 115 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0115/03 

department of revenue on a form as may be provided by the 

state department of revenue supplied without cost to the 

applicant, as to his income, if applicable, as to his 

retirement benefits, if applicable, or, as to his marital 

status, if applicable, and to the fact that he or she 

actually occupies such improvements with right of the county 

welfare board to investigate the applicant, on the 

completion of the form, as to answers given on the form. 

Provided, further, that the value of said property shall not 

increase during the life of the recipient of retirement 

benefits or widow or widower covered under this class. For 

purposes of the affidavit required for classification of 

property under this class, it shall be sufficient if the 

applicant signs a statement swearing to or affirming the 

correctness of the information supplied, whether or not the 

statement is signed before a person authorized to administer 

oaths, and mails the application and statement to the 

department of revenue. This signed statement shall be 

treated as a statement under oath or equivalent affirmation 

for purposes of section 94-7-203, R.C.M. 1947, relating to 

the criminal offense of false swearing. 

Class Nine. The annual gross proceeds of coal mines 

using the strip mining method. 

Class Mifte-Ten. All property not included in the e~~fte 

t&r nine (9) preceding classes.w 
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Section 14. Section 84-302, R.C.M. 1947, is amended to 

read as follows: 

8 84-302. Basis for imposition of taxes. As a basis for 

the imposition of taxes upon the different classes of 

property specified in the preceding section, a percentage of 

the true and full value of the property of each class shall 

be taken as follows: 

Class 1. 

full value. 

One hundred per cent (100%) of its true and 

Class 2. Twenty per cent (20%) of its true and full 

value. 

Class 3. Thirty-three and one-third per cent (33 1/3%) 

of its true and full value. 

Class 4. Thirty per cent (30%) of its true and full 

value. 

Class 5. Seven per cent (7%) of its true and full 

value. 

Class 6. As specified in section 84-308, R.C.M. 1947. 

class 7. seven per cent (7%) of its true and full 

value. 

Class 8. Fifteen per cent (15%) of its true and full 

value. 

Class 9. Pe~~~-~e~-eeft~-~49%r FORTY-FIVE PERCENT (45%) 

of its true and full value. 

Class 10. Pe~ez-r~ve-ee~eefte-~45%r FORTY PERCENT (40%) 
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is amended 

of yield, 

penalty, extension of time. Lvery person, partnership, 

corporation, or association, engaged in mining, extracting 

or producing from any quartz vein or lode, placer claim, 

dump or tailings, or other place or sources whatever, 

precious stones or gems, gold, silver, copper, eea~y lead, 

petroleum, natural gas, or other valuable mineral, except 

coal, must on or before the thirty-first day of Harch of 

each year make out a statement of the gross yield of the 

above-named metals or minerals from each mine owned or 

worked by such person, corporation or association during the 

year preceding the first day of January of the year in which 

such statement is made, and the value thereof. Such 

statement shall be in the form prescribed by the state 

department of revenue, and must be verified by the oath of 

such person or the manager, superintendent, agent, president 

or vice-president of such corporation, association or 

partnership, and must be delivered to the state department 

of revenue on or before the thirty-first day of ~larch. Such 

statement shall show the following: 

1. The name and address of the owner or lessee or 

operator of the mine, together with the names and addresses 
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of any and all persons, corporations, or associations owning 

or claiming any royalty interest in the mineral product of 

such mine or the proceeds derived from the sale thereof, and 

the amount or amounts paid or yielded as royalty to each of 

such persons, corporations or associations during the period 

covered by the statement. 

2. The description and location of the mine. 

3. The number of tons of ore, barrels of petroleum, 

cubic feet of natural gas or other mineral products or 

deposits extracted, produced, and treated or sold from the 

mine during the period covered by the statement. 

4. The amount and character of such ores, mineral 

products or deposits, and the yield of such ores, mineral 

products or deposits from such mine in constituents of 

commercial value; that is to say, the number of ounces of 

gold or silver, pounds of copper or lead, eefte-e~-eea~T 

barrels of petroleum or other crude or mineral oil, cubic 

feet of natural gas or other commercially valuable 

constituents of said ores or mineral products or deposits 

measured by standard units of measurement, yielded to such 

person, corporation or association so engaged in mining, and 

to said royalty holders and each of them, if any, during the 

period covered by the statement. 

5. The gross yield or value in dollars and cents. 

6. Actual cost of extracting same from mine. 
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7. Actual cost of transporting to place of reduction 

or sale. 

B. Actual cost of reduction or sale. 

9. Actual cost of marketing the product and conversion 

of same into money. 

10. Cost of construction, repairs and betterments of 

mines, and cost of repairs and replacements of reduction 

works. 

11. The assessed valuation of reduction works for the 

calendar year for which such return is made. 

12. Actual cost of fire insurance and workmen's 

compensation insurance. 

If any person shall fail, neglect or refuse to file the 

statement required by this section within the time required, 

or within any extended period of time allowed, the state 

department of revenue when transmitting the net proceeds 

valuations to the counties shall inform the county assessor 

of such failure, neglect or refusal and the county assessor 

in addition to the net proceeds tax, if any, shall assess a 

penalty of 2/3 of 1% of such tax for each calendar month or 

fraction thereof that the required statement is not filed, 

deducting therefrom any moneys collected by the state 

department of revenue required by this section. The state 

department of revenue shall assess a penalty of $25 for each 

calendar month or fraction thereof, not exceeding four 
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1 months, that the required statement is not filed, to be 

2 collected by the state department of revenue and deposited 

3 to the credit of the general fund of the state of t·!ontana. 

4 The state department of revenue shall, upon a showing 

5 of reasonable cause, grant an extension of time for filing 

6 the statement required by this section. This penalty shall 

7 be in addition to penalties provided in section 84-5410." 

B section 16. Severability. If a part of this act is 

9 invalid, all valid parts that are severable from the invalid 

10 part remain in effect. If a part of this act is invalid in 

11 one or more of its applications, the part remains in effect 

12 in all valid applications that are severable from the 

13 invalid applications. 

14 Section 17. Repealer. Sections 84-1301 through 

15 84-1309, 84-i399Ti7 84-1310, and 84-1311, R.C.M. 1947, are 

16 repealed. 

-End-
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