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~B<LL NO • ..533 i: 
>NTROOUCEO BY c~ ~ ..;.. ~ 
~ ~ 

I ) 

/AJ~ 
A L F AN A ENTITLED: "AN ACT REVISING THE PROVISIONS 

GOVElli''IING COAL ~liNING LEASES ON STATE LANDS; PROVIDING FOR 

BIDDING, TERMS, ELIGIBLE LESSEES, AND ROYALTIES ON SUCH 

LEASES; AJ!ENDING SECTIONS 81-501, 81-502, AND 81-503, R.C.M. 

1947." 

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

Section 1. Section Bl-501, R.C.M. 1947, is amended to 

read as follows: 

"81-501. Coal mining leases. (1) The state board of 

land commissioners may lease in such manner as it considers 

in the best interests of the state any state lands to which 

the title is vested in the state and in which the coal or 

coal rights are not reserved by the United States for 

exploring for, mining, removing, selling, and disposing of 

the coal therein, upon the terms and conditions herein 

stated, and subject to such rules and regulations as the 

board prescribes. Leases shall be awarded by competitive 

bidding (with sealed bids) on a bonus bidding system. Such 

leases shall run for ten (10) years, with one-tenth (1/10) 

of the accepted bonus bid payable upon acceotance of ~~e bid 

and one-tenth (1/10) pavable upon each anniversary date of 
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LC 1041 

the lease. The board may· not accept bids submitted on a 

royalty bidding basis. No bid shall be accepted for less 

than the fair market value, as determined by the board, of 

the coal subject to the lease. Prior to issuing a lease, 

the board shall evaluate the coal and land proposed to be 

leased, giving opportunity for and consideration to, public 

comments on such evaluation. This power extends to state 

lands no matter how acquired, and extends to state lands 

which have been sold but in which the coal rights are 

reserved by the state, whether the lands are under 

certificate of purchase or patents have been issued; in su~~ 

cases and in all cases where the lands are under lease for 

grazing, agriculture, or similar purposes, care shall be 

taken in issuing the coal mining lease to protect the rights 

of tl1e purchaser or lessee. No coal lease may be approved 

or issued after the effective date of this act without 

satisfactory assurances that all applicable provisions of 

sections 50-1034 through 50-1057 and 50-1601 through 50-1617 

can and will be met. 

(2) T:Oese coal leases are subject to the condition 

that the coal must be mined, handled, and marketed in a 

manner that will prevent as far as possible all waste of 

coal, and are also subject to the condition that the mining 

operations shall be carried on in a systematic and orderly 

manner t,1at will not make subsequent mining operations more 
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difficult or expensive. A violation of any of these 

conditions is grounds for the forfeiture of the lease, after 

a hearing before the board.• 

Section 2. Section 81-502, R.C.M. 1947, is amended to 

read as follows: 

"81-502. Maximum term of lease--form. clo coal mining 

lease may oe issued for more than ~ft~~-~%et ten (10) 

years, ~-efte-eearS-ma~-~~±eft-~~*ee-~er-~-~eftewe*--e£ 

a--*ea~e--~--efte-e.~aeieft-e£-e:he-~erm-i~-eeft~iaer~-preper 

afta-fteeee~a~rT and the conditions of the lease are subject 

to readjustment at the end of its primary term of ten (10) 

years and at the end of each five (5) year period thereafter 

if the lease is extended. A lease not producing in paying 

quantities at the end of the primary term shall be 

terminated. For the purpose of this section, •paying 

quantities• means that quantity of coal which would pay a 

profit to the lessee if he operated the mine and marketed 

the coal. The board shall prescribe the form of the lease.• 

Section 3. Section 81-503, R.C.M. 1947, is amended to 

read as follows: 

"Bl-503. Royalty. The compensation of the state under 

all coal mining leases shall be u~on a royalty oasis and 

shall be fixed and determined by the board. The amount of 

such royalty shall be based upon the kind, grade and 

character of the coal in each particular mine, upon the 
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size, shape and nature of tile coal vein, strata or body, and 

upon tne shipping and marketing facilities for the product. 

Consideration shall also be given to every otner known 

factor effecting the value of each particular coal mining 

lease; but in no case shall the royalty for the coal mined 

oe less than ewe±¥e-afta-efte-ha*£-~*%-if%t-eefte~-~-eeft-e£ 

ewe-e:he~~aftd-t~~eet-~tmt!h! twenty percent (20%) of the 

f.o.b. mine price of a ton prepared for shipment.• 

Section 4. There is a new R.C.M. section numbered 

81-511 that reads as follows: 

81-511. Limitations on leasing. Tne state board of 

land commissioners shall not issue leases: 

(l) to any corporation the majority stock of which is 

controlled by interests foreign to the United States and any 

corporation, individual, or person who contracts the sale of 

coal from such leased lands to any individual, corporation 

or person foreign to the United States shall have the lease 

terminated; or 

(2) if after a determination of the amount, location, 

and quality of the coal on the lands for lease, the 

extraction of the coal from such lands by strip mining 

methods would adversely affect the methods of recovery of 

deep minable coal from such operations on such lands in the 

future. 

Section 5. Grandfather clause. Nothing in this act 
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1 may be construed to impair the obligation of any contract 

2 entered into by the board before the effective date of this 

3 act. 

-End-
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Approved by Committee 
on N;atura 1~ Resources 

HOUSE BILL NO, 533 

INTRODUCED BY CONROY, BENGTSON, LIEN, HALVORSON, HUBING, 

DAY, WYRICK, 5!-UTH 

A oiLL FOR AN ACT ENTITLED: "AN ACT REVISING THE PROVISIONS 

GOVERiHNG COAL !liNING LEASES ON STATE lANDS; PROVIDING FOR 

BIDDING, TERl·lS, ELIGIBLE LESSEES, AND ROYALTIES ON SUCH 

~ASES; M!ENDING SECTIONS Bl-501, 81-502, AHB 81-503, AND 

Bl-510, R.C.M, 1947; AND REPEALING SECTION 81-504, R,C,M, 

1947." 

BE IT ENACTED BY THE LEGISlATURE OF THE STATE OF !10NTANA: 

Section l. Section Bl-501, R.C.N, 1947, is amended to 

read as follows: 

"81-501. Coal mining leases. (1) The state board of 

land corr~issioners may lease in such manner as it considers 

in the best interests of the state any state lands to which 

the title is vested in the state and in which the coal or 

coal rights are not reserved by the United States for 

exploring for, mining, renoving, selling, and disposing of 

the coal therein, upon the terms and conditions herein 

stated, and subject to such rules and regulations as the 

ooard prescribes. he~~e~--~ft8~~-~e-~w~~ee-~y-eemre~i~ive 

~ia~i~s-~wi~a-~e~~e~-~id~r-e~-~-~~~~-ei~ei~g-eye~emT---s~e~ 

~e&eee--~fta~~--r~~-~er-~eft-~r9r-re~PeT-wieh-efte-eefteh-~rfr9r 
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e~-~fte-~eeep~ea-eeft~e-hia-p~yae~e-~peft-~eeep~~ftee-e~-efte-eia 

~~~-efte-~eft~ft-~~r~er-p~ya~~e-~peft-e~eft-aftftivere~ry--a~ee--e~ 

~fte--~eaeeT---~fte--~eara--m~y-~e~-~eeep~-eia~-~~hmi~~ea-eft-a 

reya~~y-biaaift~-e~~i~T--Ne-~ia-~fta~~-ee--aeeep~ea--~er--~e~~ 

~ftaft--~fte--~~ir-marftee-v~~~e7-e~-aeeermiftea-by-~fte-eeara7-er 

~fte-eea~-e~;ee~-~e-~fte-~eaeeT Prior to issuing a COAL 

MINING lease, the board shall evaluate the coal and land 

proposed to be leased FOR THE PURPOSE OF DETER11INING THE 

FAIR MARKET VALUE OF JU~Y COAL RESERVES LOCATED ON THE ~~D, 

giving opportunity for and consideration to, public comments 

on such evaluation. ~ftie-pewer LEASES SHALL BE AWARDED BY A 

COMPETITIVE BID SYSTEM, INCLUDING A BONUS BID FOR THE FIRST 

YEAR'S RENTAL, AND NO LEASE SHALL BE AWARDED AT LESS THAN 

FAIR MARKET VALUE. THE AUTHORITY TO LEASE extends to state 

lands no matter how acquired, and extends to state lands 

which have been sold but in which the coal rights are 

reserved by the state, whether the lands are under 

certificate of purchase or patents have been issued; in such 

cases and in all cases where the lands are under lease for 

grazing, agriculture, or similar purposes, care shall be 

taken in issuing the coal mining lease to protect the rights 

of the purchaser or lessee. Ne-ee~~-~e~~e-m~:-ee-arereve~ 

er-i~e~ea-a£~er-~~e--e£~ee~ive--d~~e--er--efti~--~e~--wi~fte~~ 

e~~i~£ae~er:--ae~~rafteee--~fta~--~~~-arp~ieae~e-rrevi~ieft~-e~ 

~ee~iefte-5~-~e34-~ftre~9ft-SS-ies~-afta-5e-~6e~-~ftre~gft-5S-i6~~ 
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eaft-aft8-w*~~-ee-me~r EVERY COAL LEASE SHALL BE CONDITIONED 

u~ON COMPLIANCE WITH CHAPTERS 10 AND 16, TITLE SO, R.C.M. 

1947. 

(2) These coal leases are subject to the condition 

that the coal must be mined, handled, and marketed in a 

manner that will prevent as far as possible all waste of 

coal, and are also subject to the condition that the mining 

operations shall be carried on in a systematic and orderly 

manner that will not make subsequent mining operations more 

difficult or expensive. A violation of any of these 

conditions is grounds for the forfeiture of the lease, after 

a hearing before the board." 

Section 2. Section 81-502, R.C.M. 1947, is amended to 

read as follows: 

"81-502. Maximum term of lease -- form. He-eetai-lll!i:ft~ 

ieese-~~~ay-ee-*ssaee-fer-MePe-~haft-eweft~r--~•&t COAL MINING 

LEASES SHALL BE ISSUED FOR A PRIMARY TERM OF ten (10) years, 

AND SO LONG THEREAFTER AS COAL IS PRODUCED FROM SUCH LANDS 

IN COMMERCIAL QUANTITIES. e~e-efte-eeara-~~~ay-eseeei!i:sft--r~iee 

£er--~fte-reftewai-ef-a-~eaae-ae-~fte-eftP*re~ieft-ef-efte-~erM-*e 

eefts~ers-p~per-eft8-fteeeeearyr eftd-~fte--eetfti!i:eiefte--ef--~e 

ieaee--al!'e THE RENTAL AND ROYALTY TEJU.'IS OF EACH LEASE SHALL 

BE subject to readjustment TO REFLECT FAIR MARKET VALUE at 

the end of its primary term of ten (10) years and at the end 

of each five (5) year period thereafter if the lease is 

-3- HB 533 
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eK~eruiea PRODUCING COAL IN COM!!ERCIAL QUANTITir:S. A leuse 

not producing !i:t'l-t'fl:y:i:ft,- COAL IN COMMERCIAL quantities at the 

end of the primary term shall be tern.inated, UNLESS THE 

LEASED LANDS ARE J:.'ESCRIBED IN A STRIP MINE PERMIT ISSUED 

UNDER SECTIOO 50-1039, R. C.M. 194 7, OR IN A MINE SITE 

LOCATION PE~ITT u~DER SECTION 50-1607, R.C.M. 1947, PRIOR TO 

THE END OF THE PRIMARY TERM, AND THE LEASE SHALL Nai' BE 

TEru!INM'ED SO LONG AS SAID LANDS ARE COVERED AND DESCRIBED 

UNDER VALID PERMIT. For the purpose of tl1is eee~~et'IT 

•ex~, CHAPTER, "COMMERCIAL quantities• means that quantity 

of coal which ~~e--per--a--~~--~e--~~~eeeee-~f-fte 

ep!!«eei-~he-a~e-efte--llleP«e~eS-~fte--eeei CAN BE SOLD AT 

PROFIT IN THE COMMERCIAL MAP.KET. The board shall prescribe 

the form of the lease. • 

Sectioo 3. Section Sl~S03, R.C.N. 1947, is ar.ended to 

read as follows: 

"81-503. Royalty. The compensation of the state under 

all coal mining leases shall be upon a RENTAL 1\ND royalty 

basis and shall be fixed and determined by the board. THE 

RENTAL SHALL BE 00 A PER ACRE BASIS BUT IN NO CASE SHALL IT 

BE LESS THAN TWO DOLLARS ($2) PER ACRE. "!'he amount of such 

royalty shall be based upon the kind, grade and character of 

the coal in each particular mine, upon the size, shape and 

nature of the coal vein, strata or body, and upon the 

shipping and marketing facilities for the product. 

-4- HB 533 
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Consideration shall also be given to every other known 

factor effecting the value of each particular coal mining 

lease; but in no case shall the royalty for the coal mined 

be less than ~we-:iYe-aru!-e!'le-!>e-i~-t-:ii!--i;l-i!t-~~\!1-t'~-oee!'l--e-Ji 

-ewe--efteHs~e--t~T~~Qt--~H!'Iae oewe!'l~x--re~eeft~-t~e%~ ~ 

PERCC~-!T {1:!'•) of the f.o.b. mine price of a ton prepare~~ for 

shipment." 

SECTION 4. SECTION 81-504 IS REPEALED. 

SECTION 5. SECTION 81-510, R. C.N. 194 7, IS A!>lENDED TO 

READ AS FOLLOWS: 

"81- 510. Disposition of royalties and other receipts. 

~fie-eeroa~~e!'loe-eha-i-i-e~eei~--feel!l--efte--~fta-:i~iee--ee~i~ee 

tiflft~-eeai--Mifti!'l~--ieaeee-~e-~fie-~eftere-i-f~!'le7-a!'lft-~eft~ftie7 

~eya'I::HeeT-aftl!l-ro-ernl<!le\!1-oee-oefie-~afteftoe-ftt!'le---M'il!lift~--r~el!l 

oehe--~~ftftoe---ee--whieh--oehe---:iftfte-~ftee~-eaefi-~~~i~~e~--ieaee 

be~eft~e~ All fees, rentals, royalties and bonuses collected 

under state coal leases shall be paid to the departnent of 

state lands and credited as follows: All fees shall be 

credited to the state general fund, all rentals and bonuses 

20 shall be credited to the income fund of the grant to which 

21 the lands under each lease belong; all moneys collected as 

22 royalties shall be credited to the permanent fund arising 

23 from the arants the land under lease belongs." 

24 Section 6. There is a new R .C. H. sect ion numbered 

2 5 &1- 511 that reads as follows: 

-5- HB 533 
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81-511. Lirdtations on leasing. The state board of 

land oor..rrtissioners shall not is sue leases: 

{l) to any corporation the r.ajority stock of ~lhich is 

oontrolled by interests foreign to the United States and any 

corporation, individual, or person who oontracts the sale of 

ooal fror: such leased lanc.s to any individual, oorporation 

or person foreign to the United States shall have the lease 

terminated; or 

(2) if after a determination of the amount, location, 

anC: quality of the ooal on the lands for lease, the 

extraction of the coal fror., such lands l::;y strip mining 

methods v.'Duld adversely affect the methods of reoovery of 

aeep r,1inable coal from such operations on such lands in the 

future. 

Section ]_. Grancfather clause. Nothing in this act 

n'ay be oonstruec to ir.cpair the cbligation of any contract 

entered into by the l::;oarc before the effective date of this 

act. 

-:sne-
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HOUSE BILL NO. 533 

INTRODUCED BY CONROY, BENGTSON, LIEN, HALVORSON, HUBING, 

DAY, WYRICK, S!-1ITH 

A BILL FOR AN ACT ENTITLED; "AN ACT REVISING THE PROVISIONS 

GOVERNING COAL HINING LEASES ON STATE LANDS; PROVIDING FOR 

BIDDING, TERMS, ELIGIBLE LESSEES 1 AND ROYALTIES ON SUCH 

LEASES; AMENDING SECTIONS 81-501, 81-502, ANB 81-503, AND 

81-510, R.C.M. 1947; AND REPEALING SECTION 81-504 1 R.C.M. 

~-" 

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

Section 1. Section 81-501, R.C.M. 1947, is amended to 

read as follows: 

"81-501. Coal mining leases. (1) The state board of 

land commissioners may lease in such manner as it considers 

in tre best interests of the state any state lands to which 

the title is vested in the state and in which the coal or 

coal rights are not reserved by the United States for 

exploring for, mining, renovi~g, selling, and disposing of 

the coal therein, upon the terms and conditions herein 

stated, and ~ubject to such rules and regulations as the 

ooard prescribes. beeses--sha~~-ee-ewe~-er-eempee~e~e 

e~~ft,-tw~eft-see~ea-e~sr-eft-a-eefta5-e~~n!-eye~emr---s~a 

~eeses--eae~~--r~ft-~r-eeft-~~&t-xeare7-wi~a-ene-eeftea-t~f~&t 
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ef-efte-aee~ea-benHs-~~-~ayee:e-Hpeft-eeee~~enee-ei-~ae-bi~ 

aft~-efte-~~-~~f:et-peyee:e-~peft-eaeft-eftft~erserx--aa~e--ei 

~fte--:easeT---~ae--~--may-fte~-eeeep~-eias-e~e~ea-en-e 

rexa:~r-~aaift~-bas~y--Ne-bia-sha:s-be--aeeepeea--fer--less 

~ft--~fte--iair-mark~-vai~eT-as-ae~ermiftea-Dy-~ae-eeara?--ei 

~-e~-s~~ee~-~-~ae-:eeseT Prior to issuing a COAL 

MINING lease, the board shall evaluate the coal and land 

proposed to be leased FOR THE PURPOSE OF DETERMINING THE 

FAIR MARKET VALUE OF ANY COAL RESERVES LOCATED ON THE LARD 1 

giving opportunity for and consideration to, public comments 

on such evaluation. '!ftis-pewe~ LEASES SHALL BE AWARDED BY A 

COMPETITIVE BID SYS'l'EM, INCLUDING A BONOS BID FOR TBE FIRST 

YEAR 1 S RENTAL, AND NO LEASE SHALL BE AWARDED AT LESS THAN 

FAIR MARKET VALUE. THE AUTHORITY TO LEASE extends to state 

lands no matter how acquired, and extends to state lands 

which have been sold but in which the coal rights are 

reserved by the state, whether the lands are under 

certificate of purchase or patents have been issued# in such 

cases and in all cases where the lands are under lease for 

grazing, agriculture, or similar purposes, care shall be 

taken in issuing the coal mining lease to protect the rights 

of the purchaser or lessee. Ne-eeaj,-~IH!e-mar-},e-!fl!'e¥ei 

er-ise~ea-a£~er-~fte--ei£ee~~.,e--ea~e--ef--~kis--ee~--wiekee~ 

sa~isiae~e:y--ass~raftees--~fta~--a:j,-app!ieeb~e-pre¥isiefte-ei 

eee~~efts-5~-:e~4-~kreegk-5e-:es~-afta-5&-:6~i-~~e~gft-5e-j,6i~ 

-2- HB 533 
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e- l!tlll!l wi:H-8e~,.. EVERY COAL LEASE SHA.LL BE CONDI'l'IOJIIED 

UPON COMPLIANCE WI'l'H CHAP'l'ERS 10 AND 16, TITLE 50, R.C.M. 

194/. 

(21 These coal leases are subject to the condition 

that the coal lliUSt .be mined, handled, ,and marketed in a 

manner that will prevent as far as possible all waste of 

coal, and are also subject to the condition that the mining 

operations shall be carried on in a systematic and orderly 

manner that will not make subsequent mining operations 1110re 

difficult or expensive. A violation of any of these 

conditions is grounds for the forfeiture of the lease, after 

a hearing before the board.• 

section 2. Section 81-502, R.C.M. 1947, is amended to 

read as follows: 

•al-502. Maximum term of lease -- form. Ne-eealo-.~ 

~18! ee-!tee-e-Rr --~-1wefttty--fa&t COAL MllUNG 

LEASES SHALL BE ISSUED FOR A PRIMARY '1'ERM OF ten (10) years, 

AND SO LONG 'l'HEBEAP"l'ER AS COAL IS PRODUCED FROM SUCH LANDS 

IN COMMERCIAL QUANTITIES. htte-eJte-heaN-ma!'-esttahl*sit--Pidee 

£e:P--t=fte-re!te1Htl-e\E--leaee-n-e1te-eJt!t!i.P&e~-e~-eJte-ttel!'lll•i:e 

eeftetieers-p:Pepe!P-a!lltl-:rteeeei!Nit!l!'yr e!lld:-tthe--eeMn!:el'ts--e~~ 

)!eaee--a:Pe THE RENTAL AND ROYAL'l'Y TERf.1S OF EACH LEASE SHALL 

~ subject to readjustment TO REFLECT FAIR MARKET VALUE at 

the end of its primary term of ten (10} years and at the end 

of each five (5) year period thereafter if the lease is 

-3- HB 533 
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e!fteftlielii PRODUCING COAL IN COMMERCIAL QUANTITIES. A lease 

not producing i~JI!!lf!ft' COAL IN CONMERCIAL quanti ties at the 

end of the primary term shall be tellllinated, UNLESS ,THE 

LEASED LANDS ARE tESCRIBED IN A STRIP MlltiE PEau'l' ISSUED 

UNDER SECTIOO 50-1039, R.C.M. 1947, OR IN A MINE S~E 

LOCATION PERMIT UNIER SECTION 50-1607, R.C.M. 1947, PRIOR TO 

THE END OF THE PRIMARY TERM, AND THE LSASE SHAL,L NQ!' liE 

~Ea!INATED SO LeliG AS SAID LANDS ARE COITEBED AND DESClUBl!:D 

UNDER VALID PERMI'l'. For the purpose of this eeftoi.eftz • 
•ep' aiAPTER, •cOMMERCIAL quantities• JDeanS that quantit:( 

of ooal which -i«l-.,~-e--p:erie--11e--'llfte-~et!l-~-ee 

er-«i!M-tlile-aifte--e-...._.ket!ee-tiJte---.i CRl BE SOLD AT 

PBOFIT IN THE COMMERCIAL MAP.KET. The board shall prescribe 

the form of the lease. • 

Section 3. Section Bl-503, R.C.M. 1947, is amended to 

read as follows: 

"81-503. Royalty. The compensation of the state UJlder 

all coal mining leases shall be upon a RENTAL AND royalty 

basis and shall be fixed and determined by the board. THE 

RENTAL SHALL BE CN A PER ACRE BASIS BUT IN NO CASE S!!A,l.L IT 

BE LESS THAN TWO DOLLARS ( $2} PER ACRE. The amount of such 

royalty shall be based upon the kind, grade and character of 

the coal in each p:~rticular mine, upon the size, shape and 

nature of the coal vein, strata or body, and upon the 

shipping and marketing facilities for the product. 

-4- HB 533 
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Consideration shall also be given to evecy other known 

factor effecting the value of each particular coal mining 

lease~ but in no case shall the royalty for the coal mined 

be less than oewrive-e!ui-efte-+le~~-·H.i!--if-i!+-eet*e-pe!!-ee!'l-e-i 

oewe--eheHe«ft~--1-i!Teee+--~~e ewe!'ler--re!ee~-~i!e%r ~ 

PERCENT (12%) of the f.o.b. mine price of a ton prepared for 

shipnent. ~ 

SECl'ION 4. SECTION 81-504 IS REPEAlED. 

SECTION 5. SECTION 81-510, R.C.M. 1947, IS AMENDED TO 

READ AS FOLLOWS: 

•al-510. Disposition of royalties and other receipts. 

~-a~~efte-ehe~-i-~ee~~--~eee--e!'la--~ftei~~~e--ee-i-i~ea 

~aer--eea-i--Mi!'l~~-i~ee-oe~!efterei-f~!'la7-«fta-~eft~e7 

~re:~eeT-efta-~~eee-ee-~he-p~8!'left~--f~fta--~iei!'!!--i~em 

ehe-~«ftoe--~e--wft~eh--efte--i«fta-~ftae~-eaeft-~~~~-ie~-ieeee 

beie~e-r All fees, rentals, royal ties and bonuses collected 

under s~ate coal leases shall be paid to the department of 

state lands and credited as follows: All fees shall be 

credited to the state general fund, all rentals and bonuses 

20 shall be credited to the income fund of the grant to which 

21 the lands under each lease belong; all moneys collected as 

22 royalties shall be credited to the permanent fund arising 

23 from the grants the land under lease belongs." 

24 Section 6. There is a new R .C.I,;. section numbered 

25 Bl-511 that reads as follows: 
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Bl-511. Limitations on leasing. The state board of 

land commissioners shall not issue leases: 

(1) to any corporation the majority stock of which is 

controlled by interests foreign to the United States and any 

corporation, individual, or person who contracts the sale of 

coal from such leased lands to any individual, corporation 

or person foreign to the United States shall have the lease 

texminated; or 

(2) if 

and quality 

after a determination of the amomtt, location, 

of the coal Cll1 the lands for lease, the 

extraction of the coal from such lands by strip mining 

methods would adversely affect the methods of recove:ey of 

deel? minable coal from such operations on such lands in the 

future. 

Section 7. Grandfather clause. NothiELg in this act 

may be construed to impair the obligation of any contract 

entered into by the board before the effective date of this 

act. 

-End-
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March 20, 1975 

SENATE COMMITTEE ON NATURAL RESOURCES AND FISH AND GAME 

AMENDMENTS TO HOUSE BILL NO. 533 

TIJ<tl llousc Bill No. 533,' third reading, be amended as follows: 

1. Amend page 6, section 6, line 4. 
Following: "States" 
Insert: ", except for those interests within countries whose 

borders are contiguous to the United States" 

2. Amend page 6, section 6, line 7. 
Following: "States" 
Insert: ", except those countries contiguous to the United States" 

..I 



March 2 5, 19 7 5 

SENATE COMMITTEE OF THE WHOLE 

AMENDMENTS TO HOUSE BILL NO. 533 

That House Bill No. 533, third reading, be amended as follows: 

1. Amend page 5, section 3, lines 5 and 6. 
Following: "pe!'ee'ft-t-~-29~~" 
Strike: "TWELVE PERCENT (12%)" 
Insert: "ten percent (10%)" 
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HOUSE BILL NO. 533 

INTRODUCED BY CONROY, BENGTSON, LIEN, HALVORSON, HUBING, 

DAY, WYRICK, SMITH 

A BILL FOR A~ ACT ENTITLED: "A~ ACT REVISING THE PROVISIONS 

GOVERNING COAL MINING LEASES ON STATE LANDS; PROVIDING FOR 

BIDDING, TE~~S, ELIGIBLE LESSEES, A~ ROYALTIES ON SUCH 

LEASES; A~NDING SECTIONS 81-501, 81-502, ~MB 81-503, AND 

81-510, R.C.M. 1947; AND REPEALING SECTION 81-504 1 R.C.M. 

!2.!2.·. 

BE IT E~ACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 81-501, R.C.M. 1947, is amended to 

read as follows: 

"81-501. coal mining leases. (1) The state board of 

lanJ commissioners may lease in such manner as it considers 

in the best interests of the state any state lands to which 

the title is vested in the state and in which the coal or 

coal rights are not reserved by the United States for 

exploring for, mining, removing, selling, and disposing of 

the coal therein, upon the terms and conditions herein 

stated, and subject to such rules and regulations as the 

board prescribes. ~e~~e~--~h~±±-ee-aw~~aea-ey-eem~e~~~~ve 

&%aa~ftg-tw~~n-~ea±ea-e%a~+-eft-a-eeft~~-e~ea~ft,-~r~~em~---s~en 

±e~~e~--~h~±±--~~ft-~e~-~eft-t±Gt-yea~~z-w%~h-efte-~eft~a-t±f±G+ 

K E F E R E N C E B I L L 
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e~-~he-aeee~ee-heft~~-b~a-payeb±e-~peft-eeeep~aftee-e~-ehe-b~e 

afta-efte-~eft~n-t±f±Gt-p~yab±e-~peft-eaen-ftftft~Ye~ea!Y--eeee--e~ 

~he--±ea~eT---~ne--bea~a--mey-fte~-aeeepe-b~ee-eabm~eeee-eft-a 

~eye±~y-b~ee~ftg-bee~eT--Me-bie-ene±±-be--eeeep~ea--~e~--±e~e 

~aft--~he--~e~~-me~~e~-¥a±~e1-e~-ee~e~~ftea-by-~ne-eee~er-e~ 

~ne-eeai-~~b;ee~-~e-~ne-ieaeeT Prior to issuing a COAL 

MINING lease, the board shall evaluate the coal and land 

proposed to be leased FOR THE PURPOSE OF DETERMINING THE 

FAIR MARKET VALUE OF ANY COAL RESERVES LOCATED ON THE LAND, 

giving opportunity for and consideration to, public comments 

on such evaluation. ~n~e-pewe~ LEASES SHALL BE AWARDED BY A 

COMPETITIVE BID SYSTEM, INCLUDING A BONUS BID FOR THE FIRST 

YEAR'S RENTAL, AND NO LEASE SHALL BE AWARDED AT LESS THAN 

FAIR MARKET VALUE. THE AUTHORITY TO LEASE extends to state 

lands no matter how acquired, and 

which have been sold but in 

reserved by the state, whether 

extends to state lands 

which the coal rights are 

the lands are under 

certificate of purchase or patents have been issued; in such 

cases and in all cases where the lands are under lease for 

grazing, agriculture, or similar purposes, care shall be 

taken in issuing the coal mining lease to protect the rights 

of the purchaser or lessee. Me-ee~±-±eaee-mey-be-~prreve~ 

e~-i~~~ea-e~~e~-~he--e~~ee~~ve--ee~e--e~--~ft~~--ee~--wi~fte~e 

~~~~~~ee~ery--e~~~~~ftee~--eft~~--e±±-er~~~e~b±e-p~e¥~~~eee-e~ 

~ee~iee~-5G-iB34-~n~e~gn-5G-±G5~-efta-5G-~&s±-~ft~e~,n-5B-±&±~ 
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HB :l533/03 

eeu!-aftd-w!:~~-ee-me~T EVERY COAL LEASE SHALL BE CONDITIONED 

UPON COMPLIANCE WITH CHAPTERS 10 AND lG, TITLE 50, R.C.M. 

l2.!l.:. 
(2) These coal leases are subject to the condition 

that the coal must be mined, handled, and marketed in a 

manner that will prevent as far as possible all waste of 

coal, and are also subject to the condition that the mining 

operations shall be carried on in a systematic and orderly 

manner that will not make subsequent mining operations more 

difficult or expensive. A violation of any of these 

conditions is grounds for the forfeiture of the lease, after 

a hearing before the board." 

Section 2. Section 81-502, R.C.M. 1947, is amended to 

read as follows: 

"81-502. Maximum term of lease -- form. Ne-eea~-m!:ft!:ft~ 

~eeee-may-ee-!:eswed-£e~-me~e-~aaft-~Weft~y--~eet COAL MINING 

LEASES SHALL BE ISSUED FOR A PRIMARY TERM OF ten (10) years, 

AND SO LONG THEREAFTER AS COAL IS PRODUCED FROM SUCH LANDS 

IN COMMERCIAL QUANTITIES. e~~-~fte-eea~d-may-es~ae~!:sft--~w~es 

fer--~fte-reftewe~-e£-a-~eese-a~-~fte-e~p!:~a~!:eft-e£-~fte-~ePM-~~ 

eefts!:ders-~e~er-aftd-fteeessa~y~ aftd-~fte--eefte!:~!:efte--e£--~fte 

~ease--a~e THE RENTAL AND ROYALTY TERMS OF EACH LEASE SHALL 

~ subject to readjustment TO REFLECT FAIR MARKET VALUE at 

the end of its primary term of ten (10) years and at the end 

of each five (5) year period thereafter if the lease is 
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ex~eftded PRODUCING COAL IN COMMERCIAL QUANTITIES. A lease 

not producing ift-pey!:ft' COAL IN COMMERCIAL ~ntities at the 

end of the primary term shall be terminated, UNLESS THE 

LEASED LANDS ARE DESCRIBED IN A STRIP MINE PER~IT ISSUED 

u:•DER SECTION 50-1039, R.C .M. 194 7 1 OR IN A MINE SITE 

LOCATION PERMIT UNDER SECTION 50-1607, R.C.M. 1947, PRIOR TO 

THE END OF THE PRIMARY TERM, AND THE LEASE SHALL NOT BE 

TERMINATED SO LONG AS SAID LANDS ARE COVERED A."'D DESCRIBED 

UNDER VALID PERMIT. For the purpose of this eee~!:eft7 

•p8rift' CHAPTER, "COMMERCIAL quantities" means that quantity 

of coal which wew~--pay--a--pre£!:~--~e--~fte-~essee-!:~-he 

epera~ea-~he-m!:fte-efta--ma~ke~ed-~fte--eea~ CAN BE SOLD AT 

PROFIT I~ THE CO~~RCIAL MARKET. The board shall prescribe 

the form of the lease.• 

Section 3. section 91-503, R.C.M. 1947, is amended to 

read as follows: 

"81-503. Royalty. The compensatior. of the state under 

all coal mining leases shall be upon a RENTAL AND royalty 

basis and shall be fixed and determined by the board. ~ 

RENTAL SHALL BE ON A PER ACRE BASIS BUT IN NO CASE SHALL IT 

BE LESS THAN TWO DOLLARS ($2) PER ACR~. The amount of such 

royalty shall be based upon the kind, gr~de and character of 

the coal in each particular mine, upon the size, shape anJ 

nature of the coal vein, stra':a or bo-ly, and upon the 

shipping and marketing facilities for the product. 
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Consideration shall also be given to every other known 

factor effecting the value of each particular coal mining 

lease; but in no case shall the royalty for the coal mined 

be less than ~we~•e-a~e-e~e-na:f-t:~-:f~t-ee~~~-~er--~e~--ef 

~e--~he~~a~e--t~7eeet--pe~~e~ ewe~~I--peree~~-t~&%t ~WBbYB 

PBReB~-t:~%t TEN PERCENT (10%) of the f.o.b. mine price of 

a ton prepared for shipment.w 

SECTION 4. SECTION 81-504 IS REPEALED. 

SECTION 5. SECTION 81-510, R.C.M. 1947, IS AMENDED TO 

READ AS FOLLOWS : 

w81-510. Disposition of royalties and other receipts. 

~he--eepar~me~e--~ha~~--ereeie--fee~-a~e-pefta:eie~-ee%%ee~ee 

~der-eea~-mi~i~~-:ea~e~-~e-~he-~e~era%-~~57--a~e--reftea:~T 

reia~~~e~7--afte--ee~~~e~--~e-ehe-permanefte-£~e-ari~~ft~-£rem 

~he-~rar.~-~e-wh~eh-ene--:a~e--~eer--eaeh--par~~e~~ar--:ea~e 

eeie~~~~ All fees, rentals, royalties and bonuses collected 

under state coal leases shall be paid to the department of 

state lands and credited as follows: All fees shall be 

credited to the state general fund, all rentals and bonuses 

shall be credited to the income fund of the grant to which 

the lands under each lease belong; all moneys collected as 

royalties shall be credited to the permanent fund arising 

23 from the grants the land under lease belongs.• 

24 Section 6. There is a new R.C.M. section numbered 

25 81-511 that reads as follows: 
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81-511. Limitations on leasing. The state board of 

land commissioners shall not issue leases: 

(1) to any corporation the majority stock of which is 

controlled by interests foreign to the United States, EXCEPT 

FOR THOSE INTERESTS l'liT!UN COUNTRIES WHOSE BORDERS ARE 

CONTIGUOUS TO TllE UNITED STATES and any corporation, 

individual, or person who contracts the sale of coal from 

such leased lands to any individual, corporation or person 

foreign to the United States, EXCEPT THOSE COUNTRIES 

CONTIGUOUS TO THE UNITED STATES shall have the lease 

terminated; or 

(2) if after a determination of the amount, location, 

and quality of the coal on the lands for lease, the 

extraction of the coal from such lands by strip mining 

methods would adversely affect the methods of recovery of 

deep minable coal from such operations on such lands in the 

future. 

Section l• Grandfather clause. Nothing in this act 

may be construed to impair the obligation of any contract 

entered into by the board before the effective date of this 

act. 

-End-
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