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SENATE BILL NO. .....11_ 

INTRODUCED BY _____ T_O~WE~-------------------------------------

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

OF COAL PRODUCTION: PROVIDING FOR A SEVERANCE TAX ON COAL 

PRODUCED AT ~~NTY-FIVE PERCENT (25%) OF VALUE: DELETING 

COAL FROM THE PROVISIONS TAXING THE NET PROCEEDS OF MINES; 

PROVIDING FOR TAXATION OF THE GROSS PROCEEDS FROM COAL AS ~~ 

ELEMENT IN THE PROPERTY TAX SYST&~; AND REPEALING SECTIONS 

34-1301 THROUGH 84-1309, 84-1309.1, 84-1310, AND 84-1311, 

R.C.M. 1947." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF M0NTANA: 

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 

between coal 

petroleum products, there 

and petroleum such that 

are differences 

they should be 

classified in different categories for taxation purposes. 

The legislature further finds that: 

(a) coal is the only mineral w~ich can supply energy 

while being easily found in abundance in Montana; 
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(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 

national demands for development which 

economy and environment of a larger portion 

than any other mineral development has done; 

regional and 

could affect the 

of the state 

(e) coal in Montana, when sub-bituminous and 

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 in the lignite form is in less demand and 

producers of lignite are able to pay lesser amounts of 

royalty and production tax than producers of sub-bituminous 

can pay; 

(g) 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; 

(h) 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 
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chapter are: 

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

remain a cons-tant percentage of the price of coal: 

Cb~ to stabilize the flow of tax revenue from coal 

mines to local governments through the property taxation 

system: 

(c) to simplify the structure of coal taxation in 

Montana, reducing tax overlap and 

predictability of tax projections: and 

{d) to accomplish the foregoing 

improving the 

purposes by 

establishing categories of 

unique character of coal 

within the coal industry. 

taxation which recognize the 

as well as the variations found 

Sect~on 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, including 

reserves collected for payment of taxes subsequently 

determined, but not including any tax on the coal which is 

not determined at the t~e of sale and for which the seller 

does .ng,t col.J..ec.t ras&rv:es at the time of sale, or (b) a 

price imputed by the department under section 7 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. 
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(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. 

(7) "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 Surface Underground 

(Btu per pound 

of coal): 

Under 7,000 

7,000-8,000 

8,000-9,000 

Over 9,000 

The formula which yields 

particular case · shall be 

Mining 

12 cents or 

25% of value 

22 cents or 

25% of value 

34 cents or 

25% of value 

40 cents or 

Mining 

5 cents or 

3% of value 

8 cents or 

4% of value 

10 cents or 

4% of value 

12 cents or 

25% of value 4% of value 

the greater amount of tax in a 

used at each point on this 

schedule. "V~lue• means the contract sales price. A person 
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who produces less than one thousand two hundred fifty 

(1,250) tons of coal in a quarter-year is not liable for any 

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 

the tonnage 

production, 

by the department. The statement shall indicate 

produced, the average Btu value of the 

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 

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 is• coal from each mine producing 

that year. Additional samples 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 

-s-

1 

2 

l 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

' 

to the department prior to September 1 each year. 

Section 6. When value of coal may be 

procedure. In a case where 

LC 0073 

imputed7 

(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 

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: 
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J.],) :210 .j;.he county general fund from which coal was 

-am.G ~- Qetlts (3¢) per to.nJ and 

U) ·tile ..balance to the general fund of the state • 

~ .11. ·Reporting gross proceeds froa coal. Bach 

before March 31 

-4liiiiQh !)llltlt.1: .;file with the deparaaent a statement of *'.he qross 

Y.i.eld -~ ~ coal mine owned or worked by such person in 

:tDe ,rececU:nq calendar year, and the value thereof. The 

.ata~t shall he in the form prescribed by :the depart:aent 

of revenue., which -Y be coo:rdinaii.ed M:iJ:h tile .fm!m aBed 

under section 5 of th.i.a act, -and -.u~t .1ae "'eti:fiillld itY -

officer of the HJ:a. • a.tatellent shall .i.acl.udec 

( 1) The nuae and address of the awaar .or ~ ·or 

qper"ator of the mine. 

(2) The location of the mine. 

(.3) "- tons of ore extracted, treated, and sold from 

tJile llliDe Qw:ing the taxable period. 

~.4) 'lhe qross yie1d or value in dollars and cents 

.derived free the ·saatr.act sales price. 

-~ . .9. ~'b:illa.....,..icm of qross proceeds from coal to 

eowrtY ASBe&aar • On or before .:Juy 1 each year the 

depadaent _,shall .the county. assessor of each 

cou.t;r . .ill ,M:bic.11 .ccaal aines are situated, the valuation of 

tAe QJ:QS.S ,,prnaeecis of such mines for the purpose of 

to¥at.i.oD, &II ~ .saa.e have .been deterained ·by the 
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department. Tbe county assessor shall immediately enter the 

same upon a suitable aas-saent roll, the form of which 

shall be prescribed by the department. . 
Section 10. Taxation of gross proceeds from coal. The 

county assessor ~11 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. 

Tbe county treasurer shall proceed to give full notice 

thereof to each coal producer and to collect the taxes due 

w:ithin •ixt:y ( 60) days a£ter m&iliDg. 

section 11. Lien of tax -- enforceaent of payment. 

The tax on -qzoa.s proceeds from coal ·shall be levied as ·taxes 

on otber .£orma of property, .and thi-s tax -and the severance 

tlax ·on coal production -are -each a lien upon the coal 'mine 

and a pri.or lien upam 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. 

Section 12. Penalties for neglect or false statement. 

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

stateaent 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 jai.l for any 
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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 

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 ..,lerson o~ 

corporation, the surface title to which has passe~ to ow 

remains in another, the state department of revenue shall 

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

land for the purpose of digging, exploring, or prospectin~ 

for gas, oil, coal or minerals, and the same shall be place~ . 
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 
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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 (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 ·l/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, 

except as otherwise provided by the constitution of Montana, 

and except as such property may b~ 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 
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in- tt~,, -d' except as such property may be included in 

Cl.aes: Eight~ 

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

un&e-~w-, including all state, county, school district and 

o~ !lltUQXri::paJ. oonds, warrants and securities, without any 

ded'lwt:Lon- tn: offset~ provided,- however, that t-'te terms 

"ma~ 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-, tt:ans£ormer 

stations, meters, tools, improvements, machinary and other 

property used and owned- by co-operative rura:l- electrtmd and 

co-operative rural telephone associatiour- organi:za undar 

the·laws of Montana except those within the incorporated 

J.;Lmi-t:s- of a city or town in which less than ninety-five per 

cent (~~~ 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 li~ts of a city or town in which less than 

ninety-flV$-, per cent (9fr") of the electric consumers or 

users will b& served by a co-operative organization, such 

property sllaJ.l be plilt in Class Two. 

(cJ AU unprocessed aqricultural products either on the 

faEl1l or in: ~~~t:t~Z~aqe-,. b:'n!'spective of whether said products 

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

incl-uding 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 

-12-
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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, 

of any type, agriculture, trades or 

commercial services 

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 

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 u~der any one or more of th~ 
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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 

whether with or 

sixty-two (62) 

without minor 

years of age or older, 

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 

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 

-14-
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wel.fare cl~Gord ·to investigate the applicant, on the 

~et'ion of the form, as to answers given on the form. 

Pr~ded~ £urther, that the value of said property shall not 

incr~ during the life of the recipient of retirement 

benefi.u .or widow or widower covered under this class. For 

p~s 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 statelllllnt to the 

department of revenue. This signed stateaent shall be 

treated as a statement under oath or equivalent affixmation 

for· purposes of section 94-7-203, R.C.M. 1947, re.Lating· to 

the criminal offense of false swearing. 

Claas Nine. The annual gross proceeds of coal mines 

using t.be strip mining method. 

Class ~ae-~. All property not included in the ei!ft~ 

-tet nine (9) preceding classes. • 

Sectian ~4. Section 84-302, R.C.M. 1947, is amended to 

read as follows: 

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

the imposition of taxes upon the different classes of 

proper:t.y specified i.n the preceding section, a percentage of 

the true and full value of the property of each class shall 
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be taken as follows: 

Class l. 

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. 

value. 

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

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. 

value. 

Forty per cent (40%) of its true and full 

Class 10. Forty per cent (40%) of its true and full 

Y!!!!!.:.. 
Section 15. 6ection 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 
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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, eeai7 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 

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. 
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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, eefts-e£-eeaiT 

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. 

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, repairs and betterments of 

-18-

OL1.1~ 



l 

2 

3 

4 

5 

6 

7 

B 

9 

10 

ll 

12 

13 

14 

lS. 

16 

LC 0073 

mine~, ~u cost of repairs and replacements of reduction 

wox:k.s. 

11. Tne assessed valuation of reduction works for the 

ca~e.nd~ y~r for which such return is made. 

14!,. Actual cost of fire insurance and workmen's 

comp~ati9n insurance. 

lf 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 l% of sucn tax for each calendar month or 

fr<~.ction 

deduct.in<;J 

thereof that the required statement is not filed, 

therefrom any moneys collected by the state 

17 department of revenue required by L~is section. The state 

lB de?artment of revenue shall assess a penalty of $25 for each 

19 calendar month or fraction thereof, not exceeding four 

20 montns, ti~t ~ required statement is not filed, to be 

21 collected by the state de~artroent of revenue an~ deposited 

22 to the cra<iit of the general fund of the state of i·1ontana. 

l3 The at~te department of revenue shall, upon a showing 

24 of re~uable causa, grant an extension of time for filing 

25 '=.lle statement raquired by this section. This penalty shall 
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be in addition to penalties provided in section 84-5410." 

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

invalid, all valid parts that are severable from the invalid 

?art 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.M. 1947, are 

repealed. 

-End-
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STATE OF MONTMJA 
REQUEST NO. __ 3:-1.5_ ___ .. 

FISCAL NOTE 

lr, uy.-;., <' ·'-*': ;, " ~ vvritten 'equest rer.ei·,ed ____ JJin.vaaJl__ ___ , 19 _15_. , there is hereby submitted a F i5cal Note 

fo• __ S_gl')a!_e_§il! _1_3 __________ pursuant to Chapter 53, Laws of Montana, 1965 ·Thirty-Ninth Legislative Assembly. 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program f'lanning, to members 

of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 

Senate Bill 13 contains two major provisions: (1) to replace the strip coal mines license tax as a fixed rate per ton with a 
severance tax imposed on the gross value of coal produced (2) to delete coal from the provisions taxing the net proceeds 
of mines (taxable value is 100% of net proceeds) and to establish the annual gross proceeds of strip coal mines as class 
nine for property tax purposes (taxable value is 40% of gross proceeds) . 

ASSUMPTIONS: 
1. Coal production will be 24.725 million tons in FY 76 and 31.435 million in FY 77; coal production will not be affected 

:.i by the increase in severance tax proposed by this bill. 

2. The value of coal, defined to be the contract sales price, will average $4.25 per ton in FY 76 and $4.71 per ton in FY 77. 

3. Gross value of coal produced will be $104,975,750 in FY 76 and $148,048,325 in FY 77. 

4. With one exception (Peabody Coal) net proceeds of coal companies are approximately 40% of gross proceeds. 

5. Severance tax collections will be distributed 3 cents per ton to counties from which coal was mined and the balance 
to the State General Fund. 

FV76 FV77 
State Counties State Counties FISCAL IMPACT (1): 

Strip mines license tax collections under current law $ 8.17 million . $ .74 million $10.33 million $.94 million 

Strip mines severance tax collections under proposed law 26.24 .74 37.01 .94 

Increase in collections $18.07 million ·0· $26.68 million -(). 

FISCAL IMPACT (2) 

Replacing net proceeds taxable at 100% by gross proceeds taxable at 40% for property tax purposes will not significantly affect the 
taxable value of any district or county with the exception of School District No. 19 in Rosebud County wherein Peabody Coal is 
operating. Tax·able net proceeds and royalties of Peabody Coal constitute approximately 25.9% of gross proceeds under present law. 
Thus, under Senate Bill 13, taxable value of Peabody Coal would increase approximately 54%. Since the taxable value of 
Peabody Coal is approximately 10.7% of the taxable value of School District No. 19, the School District will experience an increase 
in taxable value of approximately 5.8%. Rosebud County would experience an increase in the tax base of approximately 2.1 %. 

Office of Budget and Program Planning 

Date: January 13, 1975 
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Approv~d by Committe~ 
on Taxation 

SENATE BILL NO. 13 

INTRODUCED BY TOWE 1 CETRONE, NOR!-1AN, R. SMITH 1 CONOVER, 

WATT 1 COLBERG, FOSTER, BLAYLOCK, REGAN, RO!lliEY 

A BILL FOR AN ACT ENTITLED: •AN ACT REVISING THE TAXATION 

OF COAL PRODUCTION; PROVIDING FOR A SEVERANCE TAX ON COAL 

PRODUCED AT TWENTY-FIVE PERCENT (25%) OF VALUE; DELETING 

COAL FROM 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, AND 84-5402; AND REPEALING SECTIONS 84-1301 

THROUGH 84-1309, 84-1309.1, 84-1310, AND 84-1311, R.C.M. 

194 7 •• 

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

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 should be 

classified in different categories for taxation purposes. 

The legislature further finds that: 

SECOND R E A D I N G 
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(a) coal is the only mineral which can supply energy 

while being easily found in abundance in Montana; 

(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 sub-bituminous and 

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; 

i~t--ee~i-ift-~a~-ii~ft~ee-~e~m-~~--ift--ieee--aemafte--~fte 

pree~eere--e~--~i~fti~e--ere--e~ie--~e--pey-ieeeer-ame~fte~-er 

reyeiey-afte-p~ea~et~eft-ee~-~h~ft-~ree~eere-e~--e~-~~e~~fte~e 

e~ft-l"ftY1" 

~~t--J!l 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; 

~fit--1§1 coal production in Montana has been subject 

to an uncoordinated array of taxes which overlap one another 

-2- SB 13 
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and yield revenue in an inconsistent and unpredictaLle 

manner. 

(2) The legislature declares c::- "t the purposes of this 

chapter are: 

(a) to allow the severance ta:<es on coal procuction to 

remain a constant percentage of the price of coalt 

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

mines tO local governments elcOU(!h 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 

establishing 

accomplish 

categories of 

the foregoing purposes by 

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, including 

reserves collected for payment of taxes subsequently 

determined, but not including any tax on the coal which is 

not determined at the time of sale and for which the seller 

does not collect reserves at the time of sale, or (b) a 

price imputed by the department under section 7 of this act. 

(2) "Energy conversion process" includes any process 
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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. 

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

Section 3. Severance tax -- rates imposed 

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

produced 

schedule: 

in the 

Heating quality 

(Btu per pound 

of coal) : 

Under 7,000 

7,000-S,OOU 

8,000-9,000 

Over 9,000 

state, in accordance with the following 

Surface 

Mining 

12 cents or 

25% of value 

22 cents or 

25% of value 

34 cents or 

25% of value 

40 cents or 

25% of value 

-4-

Underground 

Mining 

5 cents or 

3% of value 

B cents or 

4% of value 

10 cents or 

4% of value 

12 cents or 

4% of value 

SB 13 
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The formula which yields the greater amount of tax in a 

particular case shall be used at each point on this 

schedule. "Value" means the contract sales price. A person 

who produces less than efte FIVE thousand ~we--ft~d~ed--£~£~y 

~i7~6Gt (5,000) tons of coal in a quarter-year is not liable 

for any severance ta~ 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 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 

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 is" coal from each mine producing 
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that year. Additional samples 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 imputed~ 

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 tne 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 

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

Section 7. Disposition of revenue. Severance taxes 

collected under this chapter are allocated as follows: 

(1) To the county general fund from which coal was 

mined three cents (3¢) per ton1 and 

(2) 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 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. 

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 
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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 ,,;:ic::. 

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 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 prior 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. 

Section 12. Penalties for neglect or false statement. 

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

statement required under tnis chapter, or wno makes a false 
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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: 

"84-301. 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 

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, 

-9- SB 13 
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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 

improvements, and all trailers affixed to 

lots, 

land 

leased, or under contract or purchase by the trailer 

with 

owned, 

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. 
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{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, achool 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 

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. 
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("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 

successors. 

or 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 

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, 

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 
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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 operat~on 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. 
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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) 

whether 

a widow sixty-two 

with or without 

(62} years of 

minor 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 

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 

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

state department of revenue supplied without cost to the 

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

~ 
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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 

department of revenue. 

application and statement to the 

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

tet nine {9) preceding classes.• 

Section 14. Section 84-302, R.C.M. 1947, is amended to 

read as follows: 

•s4-302. 3asis for imposition of taxes. As a basis for 

-15- S'3 13 

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 

53 0013/02 

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. Oue hundred per cent (lOG~) of its true anc 

full value. 

Class 2. 

value. 

~enty per cent {20%) of its true and full 

Class 3. Thirty-three and one-third per cent (33 l/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. Forty per cent (40%) of its true and full 

value. 

Class 10. Forty per cent (40%) of its true and full 

value." 

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

to read as follows: 
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"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 ~ems, gold, silver, copper, eeai7 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 

y9ar 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 

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 ~nd 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 
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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, ~efts-e£-eeaiT 

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. 

7. Actual cost of transporting to place of reduction 

or sale .. 

8. Actual cost of reduction or sale. 
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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 

compensation insurance. 

workmen's 

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 

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

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

18 fraction thereof that the required statement is not filed, 

19 deducting therefrom any moneys collected by the state 

20 department of revenue required by this section. The state 

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

22 

23 

calendar month or 

months, that the 

fraction 

required 

thereof, 

statement 

not exceeding four 

is not filed, to be 

24 collected by the state department of revenue and deposited 

25 to the credit of the general fund of the state of Montana. 
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The state department of revenue shall, upon a showing 

of reasonable cause, grant an extension of time for filing 

the statement required Ly this section. This penalty shall 

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

Section 16. Severatility. If a part of this act ~~ 

invalid, all valid 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 applicat.ions, 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.M. 1947, are 

repealed. 

-End-
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SENATE BILL NO. 13 

INTRODUCED BY TOWE, CETRONE, NORMAN, R. SMITH, CONOVER, 

viATT, COLBERG, FOSTER, BLAYLOCl(, REGAN, ROHNEY 

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

OF COAL PRODUCTION; PROVIDING FOR A SEVERANCE TAX ON COAL 

PRODUCED AT TWENTY-FIVE PERCENT (25%) OF VALUE; DELETING 

COAL FROM THE PROVISIONS TAXING THE NET PROCEEDS OF MINES; 

PROVIDING FOR TAXATION OF THE GROSS PROCEEDS FROM COAL AS AN 

ELEMENT IN THE PROPERTY TAX SYSTEH; A."l.ENDING SECTIONS 

84-301, 84-302, AND 84-5402; AND REPEALING SECTIONS 84-1301 

THROUGH 84-1309, 84-1309.1, 84-1310 1 AND 84-1311, R,C,H, 

1947." 

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

Section 1. Legislative finuings ana declarations of 

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

extractea from the earth like metal minerals, there are 

differences iJetween 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 

between coal 

petroleum products, 

and petroleum such 

there 

that 

are differences 

they should be 

classified in different categories for taxation purposes. 

The legislature further finds that: 

T H I R D R E A D l a G 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0013/0.2 

(a) coal is the only mineral which can supply energy 

while being easily found in abundance in Montana; 

(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 [llontana, when sub-bituminous and 

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; 

*rt--ee&~-~~-~he-~~~~~-ierm-~e--~~--~eee--eeme~--afta 

p~~eere--6£--~~~~~~--are--ae~e--ee--pay-~eeeer-ame~~~e-ef 

reya~~y-ene-pree~e~~~-~ex-~ft&ft-pree~eere-er--e~e-e~~~~~~e 

eaft-peyr 

*~t--j!L 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; 

~~t--~ coal production in Montana has been subject 

to an uncoordinated array of taxes which overlap one another 
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ans1 ~4. ~- :i!n. &l9l in90nsj,stent and unprE!Iiict:abl.e 

~-
(:2~ 'l:he legi.sl.~e <iacla.lrea tim~: the purposes of this 

ch;tp~ ~e: 

(a} to allow the SliW~e taxes on coal. production to 

r~ ""cQn~:~t.ant percentage of the price of coal~ 

(b) to stabilize the il.ow of tax. revenue from coal 

mines to lOC<Il. governments through the property taxation 

sys,t:e&f 

(c) to s.il:apli.fy t.he structure of coal taxation in 

~iontMa, reducing tax overlap and iJD,proving the 

predict&bility of tax projections; and 

(d) to ac;complish the foregoing purposes by 

establishing categories of taxation which recognize the 

unique character of coal as. well as the variations found 

within the coal indusb;y. 

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

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

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

reserves collected for payment of taxes subsequently 

determined, but not including any tax on the coal which is 

not determined at the time of sale and for which the seller 

doe~ not collect reserves at the time of sale, or (b) a 

price imputed by the department under section ~ 6 of this 

act. 
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(2) •Energy conversion process" includes any process 

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

g~, &l.ectric 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.}. 

utilizin<J 

"Underground mining• means a 

shafts and tunnels, and 

coal mining method 

not regulated under 

section 50-1039. 

(6) "Ton• means two thousand (2,000) pounds. 

(7) RDepartrnent" 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,ooo-9,ooo 

OVer 9,000 

Surface 

Mining 

12 cents or 

25% of value 

22 cents or 

25% of value 

34 cents or 

25% of value 

40 cents or 

-4-

Underground 

Min_ing 

5 cents or 

3% of value 

8 cents or 

4% of value 

10 cents or 

4% of value 

12 cents or 

SB 13 
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25% of value 4% of value 

the greater amount of tax in a 

used at each point on this 

schedule. "Value" means the contract sales price. A person 

who produces less than efte ~ thousand ~we-h~~~ee-~~r~~ 

+±TiS9r (5,000) tons of coal in a quarter-year is not liable 

for any 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 ~~e 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 ti1an one coal mine in 

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

Section 5. Annual testing of sw~ples, 'l'!1e l·!On tan a 

state bureau of mines and geology sl1all test coal production 

subject to this chapter and may ;nake rules governing t11e 

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

that year. Additional samples 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 l each year. 

Section 6. When value of coal may be imputed: 

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. 

\·lhen the department's estimate of market value is contested 
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ilil Hl.y ~oceedi.lmg, the lnlrden of proof is on the contesting 

party. 

Sli!ctil>n 7. I}lspe~~;L tion of nwenue. Severance taxes 

e&H.eeted under tl:liiJ chapter art! allocated as follows: 

(1) To the COtmty qeBeral fund from which coal was 

mined three cents (3¢) per ton, and 

(2) The ba1ance to the general fund of the state. 

Section 8. Reporting gross proceeds fram coal. Each 

person engaged in mining coal must, on or before March 3~ 

each year file with the department a statement of the gro~s 

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 

off.i<:ez of the firm. Tile statement .shall include: 

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

operator of the mine. 

(2) The lGCation 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. 

section 9. 

county assessor. 

Transmission of gross proceeds from coal to 

On or before July 1 ·each year ~1e 
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~par~nt shall transmit to the county assessor of each 

county in which coal mines are situated, the valuation of 

the qxoss ~oceeds of such mines for the purpose of 

~ation, as the same have been determineO. by the 

de~t:men,t. The coupty as,sessor shall inunediately enter the 

sai"Qe upon <1 sui:t9Ple ll,B,sessrnent roll, the form of which 

shall be prescribed by the department. 

S,~ction 10. Taxation of gross proceeds from coal. The 

county assessor shall prepare from the reported gross 

proceeds fran 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 prior 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. 

Section 12. Penalties for neglect or false statement. 

A person who fails, neglects, or refuses to file any 
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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 94-301, 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 

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) , :ievise or succession 

corporation, the surface title to which 

by any person 

has passed to 

or 

or 

remains in another, the state department of revenue shall 

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

land for tile purpose of digging, explorins·, or prospecting 

for gas, oil, coal or minerals, an<i the sar.<e shall be placed 

in tilis classification for the purpose of ta>:atio:l. 

Class '~-10. All agricultural anu other tools, 

implements and Iaachinery, gas and other engines and ooilers, 
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threshing machines and outfits used therewith, automobiles, 

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

kinds except mobile hones, 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 organiza-::ions which are engaged in 

the ousiness 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. Livoostock, poultry and unprocessed 

products of both; stocks of mercnandise of all sorts, 

together with furniture and fiAtures 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 nachinery, fixtures ·and supplies, 

except as otherwise provided by the constitution of 1~ontana, 

and except as such property may be included in Class Five, 
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-~ -~ Qr OJAu ~. 

(t!) .Mobil-e ~-s .w~cw.t :r.egqrd to .tbe ~ship of the 

.l:Aftd ~tm »hi~ ~y e<tre aittaa:bed, ,except :t:Ao.se hel.d }i)y .a 

dia:t:r-ihutor ar .ciea.ler -of ·ll~Qhlle homf;.s as paxt of his :stock 

itt Ua.Qe, iUld .except a:s AlltCh _propu:ty -may .be inc~ucled in 

Cl!la.a };light. 

CJ.aas Fiv,a. (a) All -.-ys oand CJt.edi.ts,, secured .or 

~e4, ·.UicJ.I.lQing all .state, county, ,a.ebool district and 

ot;Ae-r llllmic~l ~. Jola%:J.'-a.nt..s and .aeeur i.t..i.eii, .wi thollt <lillY 

Oeduati.:on or .off-t; provided, however, that the terms 

·•money:s -and <:rediu• . .a-s herein used -shall not embrace the 

moueyed capital ero,ployed in the banking business by &ny 

banlc.i.ug corporation or individual in tl.lis state. 

(b) All poles, lines, transformers, transformer 

stations,, meters, tQols, improvements, machinery and other 

property .used and OWll4ild by eo-operative rural electrical and 

c.o-operative ·rlU:al telephone associations organized under 

the laws of Montana except those within the incorporated 

1i=its 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 oa co-operative org.anization, 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 oe served by a co-operative organization, such 
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property shall be put in Class Two. 

(c) All unprocessed agricultural products either on the 

£arm or in storage, irrespective of whether said products 

ere owned by the elevator, warehouse or flour r.till owner or: 

compa.n__y _storing .the ~. or any other person whomsoever, 

~cept all perisllahl.e -J;ruits and vegetables in farm storage 

~ owned by the prQducer, ana excepting livestock and 

poultry iiru:l. the unprocessed products of both. 

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

e~ected, owned and occupied by any resident of the state, 

wac 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.H. 1947. 

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

industrial property shall mean any new industrial plant, 

including land, buildings, machinery and'fixtures which, in 

the determination of the state department of revenue, is 
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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 i'lontana. 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 fi·t for 

use or are substantially altered or treated so as to create 

co@IDercial products or materials; and in no event shall the 

term new industrial property be included to I~ean property 

usea oy retail or wholesale merchants, co~ercial services 

of any type, agriculture, trades or professions. And 

provideu further, that new industrial property shall not be 

included to mean property which is used or er.tployed 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 

applicatior. to the state departnent of revenue in such 
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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 

occupied by: 

which is actually 

(i) a widow 

whether with or 

sixty-two {62) 

without minor 

years of age or older, 

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 

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

state department of revenue supplied without cost to the 
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qpp~. ~- t;Q- his ~.. if applicable, as to his 

r{tt;i,xe~~~e~1> Qe:neti~.. ;i4; "PPlicllb.W, Ol:', ae to his maz:-ital 

s~u. ifc ~,i...:;:al:)J,e, and to the. fact that ne or she 

act.U&AlY occupiii!S- sua!\ isaprovel!lent~ with right o:f the county 

welfaore boa® t.Q iJlveR:i<.:Jate the applicAnt, on the 

COIIIPl:et:i..on of tbe fox.;, as to answers given on the form. 

Provi4ec!,~ furt!laJ,<, that tbe value of said property shall not 

inc:t:~se dUJ"i.ng the life of the recipient of ~tirement 

4eA~its, or w.i4ow Qr wi!iowe:r: covered under this class. For 

purposes of tQe U:-£'i.Qa.vi.t required for classification of 

proPIU'·tY u.nder- thia class, it shall be suf£icient if the 

applicant signs a statement S!olearing to or affirming the 

cotrectnees of the inf-ormation supplied, whether or not the 

statejllent i!> signeQ. before a person authorized to administer 

oaths. a.nd llliilils the application and statement to the 

department of revenue. This signed statement snall be 

treated_ as a statement under oath or equivalent affirmation 

for purposesof section 94-7-203, R.C.H. 1947, relating to 

the- o;r:imina.l offense of falee awearing. 

Class Nine. The annual gross proceeds of coal mines 

u~ini the_ strip minin~ method. 

ClasS-H~e-~, All property not included in the ~~he 

~&t nine (9) preceding classes,M 

Section 14. Section 84-302, R.C.M. 1947, is amended to 

read as follows: 
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w84-302, Basis for imposition of taxes. As a basis for 

the imposition of taxes upon the different classes of 

property spacified in the preceding section, a percentage of 

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

be taken as fol1ows; 

Class 1~ 

full value. 

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

Cl&aa 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, 

value. 

Thirty per cent {30%) of its true and full 

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

value. 

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

value. 

Class 10. Forty Ker cent {40%) of its true and full 

~· 
Section 15. Section 84-5402, R. c.~!. 194 7, is amended 
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"84-5402. Net proceeds tax--statement 

penalty, extension of time. Every person, 

corporation, or association, engaged in mining, 
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of yield, 

partnership, 

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, 

petroleum, natural gas, or o~~er valuable mineral, except 

coal, must on or before the thirty-first day of 1-\arch 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 forr,\ prescribed by the state 

departr.1ent of revenue, ana must be verified by the oath of 

such person or ti1e 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 :·:arch. Such 

statewent shall show the following: 

1. The na.;ue and adC:ress of the owner or lessee or 

operator of the mine, to9eti1er ¥lith the names and addresses 

of any and all persons, corporations, or associations owning 

or claiming any royalty interest in the mineral product of 
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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, pro~uced, 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 

cowmercial value1 that is to say, the number of ounces of 

gold or silver, pounds of copper or lead, eefte--ep--eea~7 

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, yielued 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 state;.•ent. 

5. The 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. 

-18- SB 13 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

SB 0013/02 

B. Actua1 cost of r~~ction or s~le, 

9, Act~J, ccest ~f ~~eti_n9 the product and conversion 

of same into ~~eY• 

10. Cos-t;_ of constru~toion, :r;epairs and betterr:tents of 

mines, and cost o~ repairs and replacements of reduction 

works. 

11. The a~s~~ v~1~tion of reduction works for the 

calendar yea,J; for which such return is made. 

12. Act_~l,_ cost of ~i~e insurance a~ workmen's 

compensation insu:t;"aq<;lfiil. 

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

statentent requir~ b)' tl;l.is sE!ction within the time required, 

or within any exteooed period of time allowed, the state 

depa~onent of re~en~e when transmitting the net proceeds 

valuations to the counties shall inform the county assessor 

of such fai.J,_u:.;e, neg,lect or :r;:e~usal and the county assessor 

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

18 penalty of 2/3 of lt of such tax for each cal,endar month or 

19 fraction th~eof ~t the required statement is not filed, 

20 deducting the:r;ef:r;:om any mQneys collected by the state 

21 department 6t r~~ue rfii~quir~ by this section. The state 

22 departmen-t;_ of r~~&QUe ~11 as~ess a penalty of $25 for each 

23 calendar month or fraction thereof, not exceeding four 

24 months, that the required statement is not filed, to ue 

25 collected by the state department of revenue and deposited 
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to the credit of the general fund of the state of Montana. 

The state department of revenue shall, upon a showing 

of reasonable cause, grant an extension of tir:te for filing 

the statement required by ~is section. Tllis penalty shall 

be in addition to penalties provided in section 34-5410.~ 

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

invalid, all valid 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 renains in effect 

in all valid applications that are severable from the 

invalid applications. 

Section 17. Repealer. Sections 34-1301 through 

84-1309, 84-1309-.1, 84-1310, and 84-1311, R.C.H. 194 7, are 

repealed. 

-End-
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HOUSE OF REPRESENTATIVES 

March 27, 1975 

HOUSE COMMITTEE ON TAXATION AMENDMENTS TO SENATE BILL 13 

Amend in the third reading copy as follows: 

1. Amend in the title, page 1, line 11. 
Following: "84-302," 
Insert: "84-1309.1," 

2, Amend in the title, page 1, line 12. 
Following: "84-1309," 
Strike: "84-1309.1," 

3. Amend page 3, section 2 (1) (a), lines 19 to 23. 
Following: "mine," 
Strike: "including reserves collected for payment of taxes 

subsequently determined, but not including any tax on the coal 
which is not determined at the time of sale and for which the 
seller does not collect reserves at the time of sale" 

Insert: "excluding that amount charged by the seller to pay 
taxes paid on production" 

4. Amend page 4, section 2, line 11. 
Following: Subsection (7) 
Insert: New subsection (8) 

"(8) "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 iicense fee." 

5. Amend page 5, section 3, lines 4 through 7. 
Following: "price." 
Strike: "A person who produces less than efte FIVE thousand 

~we-fiHftaFea-~~~~y-f~7~5et (5000) tons of coal in-a-quarter
year is not liable for any severance tax on that production." 

Insert: "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." 

6. Amend page 7, section 7, lines 3 through 7. 
Strike: Section 7 in its entirety. 
Insert: New section 7. 

"Section 7. Section 84-1309.1, R.C.M. 1947, is renum
bered 84-1319, and is amended to read as follows: 

"S4-~399T~ 84-1319. Disposal of licens~ or severance 
taxes. License or severance taxes collected under the provi
sions of this chapter or such sections as may enact a severance 
tax on coal in 1975 are allocated as follows: 



HOUSE OF REPRESENTATIVES -2- March 27, 1975 

HOUSE COMMITTEE ON TAXATION AMENDMENT TO SENATE BILL 13 

(1) To the county ~efte~a~-€aftd for such turposes as 
the overnin bod of that count rna determi.ne rom which 
coal was mined three cents (3¢ per ton; provided, however, 
for each calendar ear rior ~o Januar 1, 1980, this amount 
shall be three cents (3 ) per ton or five percent (5%) 
of the contract sale price of the coal mined in that county, 
whichever is higher. 

(2) To the earmarked revenue fund, such ortions of 
the severance tax as may be author~zed by aws enacted in 1975. 

~~T (3) 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." 

7. Amend page 20, section 17, line 13. 
Following:, "84-1309," 
Strike: "84-1309.1," 

AS SO AMENDED 
BE CONCURRED IN 



HOUSE OF REPRESENTATIVES 

March 28, 1975 

COMMITTEE OF THE WHOLE AMENDMENT TO Senate Bill No. 13. 

Amend HOUSE COMMITTEE ON TAXATION AMENDMENTS dated March 27, 1975 

1. Amend amendment no. 6 

Re: section 7, subsection (1), page 2, line 6. 

Following: "of the" 

Strike: "contract sale price of" 

Insert: "severance taxes paid on" 

AS SO AMENDED 

BE CONCURRED IN 

HOUSE OF REPRESENTATIVES 

March 28, 1975 

Yardley 

COMMITTEE OF THE WHOLE AMENDMENT TO Senate Bill No. 13 

Amend in the third reading copy as follows: 

1. Amend page 16, section 14, line 21. 

Following: "~lass 9." 

Strike: "Forty per cent (40%)" 

Insert: "Forty-five per cent (45%)" 

AS SO AMENDED 

BE CONCURRED IN Yardley 



HOUSE OF REPRESENTATIVES 

March 28, 1975 

COMMITTEE OF THE WHOLE AMENDMENT TO Senate Bill No. 13 

Amend the third reading copy as follows: 

1. Amend title, page 1, line 7. 

Following: "AT'' 

Strike: "TWENTY-FIVE PERCENT (25%)" 

Insert: "TWENTY-EIGHT AND ONE-HALF PERCENT (28.5%)" 

2. Amend page 4, section 3, the same figure in lines 20, 22, and 24 

and page 5, line l •. 

Strike: "25%" 

Insert: "28.5%" 

AS SO AMENDED 

BE CONCURRED IN Kemmis 

• 
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SE:UI.TE BILL 10. 13 

I:'<TRODUCED BY TOWE, CETROili;, :lORMAN, R. S'!I'rH, CONOVER, 

HATT, COLBERG, FOSTER, BLAYLOCK, REGA:I, no·,UEY 

A BILL FOR AN ACT z:·lTITLED: e IU ACT REVISic!G T!IE TAXATIOi< 

OF COAL PRODUCTION; PROVIDING FOR A SEVERANCI: TAX ON COAL 

PRODUCI:D Nr 'l"w-~"t'I'¥-Pr¥B--P!3R€!3H'l'--·H!S.%T cr:·IENTY-I::I::::HT At!D 

ONE-aALF PERCENT ( 2 8. 5%) OF VALUE; DELETE'IG COAL FRO I-I THE 

PROVISIO;,!S TAXI:!G TilE .JET PROCEEDS OF MWES; PROVIDING FOR 

TAXATION OF THE GROSS PROCEEDS FR0:·1 COAL AS !01 ELEMENT IN 

THE PROPERTY TAX SYSTEM; A:1ENDING SECTIONS 84-301, 84-302, 

84-1309.1, AND 84-5402; A:'ID REPEALING SECTIONS 84-1301 

THROUGH 84-1309, ~~-~~99T~7 84-1310, k~D 84-1311, R.C.M. 

194 7 •" 

BE IT E'IACTED BY THE LEGISLATURE OF T:lE STATE OF MONTAL~A: 

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 

purposes. 

utilized 

classified in different categories for taxation 

The legislature finds that •1hi le coal can be 

like petroleum products, there are differences 

between coal and petroleum such that they should be 

classified in different categories for taxation purposes. 
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The legislature further finds that: 

(a) coal is the only mineral which can supply energy 

while being easily found in abundance in Montana; 

(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 sub-bituminous and 

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; 

t~T--eea~-ift-ehe-~i~fti~e-~erm-is--~ft--~eee--aeme~a--efta 

~~ea~ee~e--e~--~i~ftiee--e~e--ae~e--ee--pay-±esee~-ame6ftee-e~ 

Peye~ey-afta-~Pee6eeieft-~a~-ehftft-~ree6eers-e~--e68-&i~~fte6e 

eaft-~ay~ 

t~T--J!L coal produced in underground mines has higher 

production costs and underground producers are able to pay 

lesser anounts of royalty anu prouuction tax than strip-mine 

producers can pay; 

thT--lQL coal productiEln in ciontana has been sabjGct 
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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 

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 forec;oing 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, ~~e~~a~~~ 

resePvee--eel~ee~ee--~ep--~~y~e~~--e~---~~Mes---sMhse~~eft~ly 

ae~ePM~fteftT--eH~--fte~-iftel~a~ft~-~fty-~aM-eft-~fte-ee~~-Wft~eft-~5 

He~-ae~erMi~ea-a~-~he-~~ffie-e~-sa~e-eBe-~er-wh~eh-~fte--se~~er 

aeee-fte~-eellee~-reserves-a~-~he-~~~e-e~-s~ie EXCLUDING THAT 

ANOUNT CHARGED BY THE SI:LLF.R TO Pl'S Ti'-XES PAID ON 
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PRODUCTION, or (b) a price imputed by the department under 

section ~ 6 of this act. 

(2) wEnergy 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) 

(7) 

"Ton• means two thousand (2,000) pounds. 

wDepartrnent• means the department of revenue. 

(8) "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 EITHJ:R THE VOLUHE OR THE 

Vl>.LUE OF PRODUCTION, AND DO tlOT INCLUDE "1\.NY TAX UPOtl THE 

VALUE OF ~liNING EOUIP11ENT, I'ACHINERY, OR BUILDINGS AND 

LANDS, ANY TAX UPON A PERSON'S NET INCOME DERIVED IN 'dHOLE 

OR IN PART FRO!·l THE SALE OF COAL, OR ANY LICENSE FEE. 

Section 3. Severance tax rates ir1posed 

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

produced in the state, in accordance Hith the followinq 

schedule: 

Hcatina quality Surface l'nderground 
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(Btu per pound 

of coal) : 

Under 7,000 

7,000-B,OOO 

8,000-9,000 

Over 9,000 

~-lining 

12 cents or 

~5% 28.5% of value 

22 cents or 

~S% 28.5% of value 

34 cents or 

~§% 28.% of value 

40 cents or 

~S% 28.5% of value 

SB 0013/04 

~:ining 

5 cents or 

3% of value 

8 cents or 

4% of value 

10 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 

schedule. ~value• means the contract sales price. ~-~e~Be~ 

whe--~~es~eee--~ese-~e~-efte ~-eae~eafta-~we-h~ftarea-f*f~~ 

*~T~;e* *S7eeet-~efte-ef-eea~-~ft-a-~~a~~e~-~ear-~e-He~-~~ae~e 

fer-aH~-eeveraHee-~eM-eft-~ae-~rea~ee~eftT 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 o~ 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 value of the 

production, the contract sales price received for the 

production, and such other information as the department reay 
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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. l·. 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 t1ontana 

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 

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

that year. Additional samples 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. Hhen value of coal may be imputed; 

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. 
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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 

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

party. 

See~~eR-~T--B~e~ee~~~eR--ei--~eveftHeT---severaaee-~eHee 

ee~iee~ea-Hftser-~~e-ehe~~er-ere-e~~eee~ea-ee-ie~~ewe~ 

~~r--~e-~e-ee~ft~y-~efterei-i~fta--rre~--wh~eh--eea~--wee 

~~ees-~~ee-eeft~e-~~*r-~e~-~ee~-efte 

~~t--~he-ee~eftee-~e-~he-~eee~ei-£~8-ei-~fte-e~e~e~ 

SECTION 7. SECTION 84-1309.1, R.C.M. 1947, IS 

RENUMBERED 84-1319, AND IS AMENDED TO READ AS FOLLOI'1S: 

~B4-i~99~i 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-r~fta for such ?Urposes ~s the 
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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 l, 1980, this amount 

shall be three cents (3¢) per ton or five percent (5%) of 

the eee~ree~-ea~e-priee-ei SEVERA~CE TAXES PAID ON 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. 

~zt 1lL 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 8. Reporting gross proceeds from coal. Each 

person engaged in mining coal must, on or before c1arch 31 

each year file with the department a statement of the gross 

yield from each coal mine o'med or worked by such person in 

the pre8eding calendar year, and the value thereof. 'i'he 

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. 
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(3) The tons of ore extracted, treated, and sold fran 

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 asse~sor. On or before July 1 each year the 

department shall transmit to th~ 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 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 tax~s 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 prior lien upon all personal property and improvements 
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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. 

Section 12. Penalties for neglect or false statement. 

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

statewent 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 : 

0 84-301. Classification of property for taxation. For 

the purpose of taxation the taxable property in the state 

shall be classified as follmts: 

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 

interests) , 

mesne 

devise 

conveyance (exclusive 

or succession by 

of leasehold 

any person or 

corporation, the surface title to which has passed to or 

remains in another, the state department of revenue shall 

-10- SB 13 



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 

SB 0013/04 

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 (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 (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 'l'hree. Livestock, poultry and unprocessed 

products of both; stocks of merchandise of all sorts, 

together with furniture and fixtures used therewith, except 

mobile homes; the ~nnual gross nroceeds of underground coal 

nines; and all office or hotel furniture and fixtures. 
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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 bonds, warrants and securities, without any 

deduction or offset; provided, however, that the terms 

"moneys and creditsn 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 Q~der 

the laws of Montana except those within the incorporated 

limits of a city or town in \vhich less than ninety-five per 
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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 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 dwellin~ 

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. 
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Class Six. Property formerly included in this class is 

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

Class Seven. (a) All ne,., industrial property. New 

industrial property shall mean any new industrial plant, 

includinq 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, 

of any type, agriculture, trades or 

commercial services 

professions. 

provided further, that new industrial property shall not 

And 

be 
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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 

qualify its property for inclusion in this class shall make 

application to the state departnent of revenue in such 

manner and form as may be required by said department. 

Class Eight. ~y 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 a~e or older, 

whether with or without minor dependent children, who 

qualifies under the income lir.itations of (4), or 

(2) a widower sixty-five (65) years of aae 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 reaardless 

of a~e, 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 
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($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 

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 sia,ned statement shall be 

treated as a statement under oath or equivalent affirmation 

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

the criminal offense of false swearinq. 
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Class Nine. The annual qross proceeds of coal mines 

using the strip ~ininq method. 

Class H~fte-~. All property not included in the ei~ft~ 

~it nine (9) preceding classes." 

section 14. Section 84-302, I':. C.~!. 1947, is amended to 

read as follows: 

"84-302. Basis for imposition of taxes. Jls 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 
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value. 

Class 9. Per~y--per--eeft~--~49%t FORTY-FIVE PER CENT 

(45%) of its true and full value. 

Class 10. Forty per cent (40%) of its true and full 

~" 

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, eeei; lead, 

petroleum, natural gas, or other valuable mineral, exceet 

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

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, rcineral 

~roducts or deposits from such mine in constituents of 

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

gold or silver, peunds of copper or lead, eefte--e~--eeaiT 

barrels of petroleum 

feet of natural gas 

or other crude or mineral oil, cubic 

or other cor.llllercially valuable 

constituents of said ores or mineral products or deposits 

measured by standard units of measurement, yielded to such 

person, corporation or association so engaaed in mining, and 
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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. 

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, 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 workrcen '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, 
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1 deducting therefrom any moneys collected by the state 

2 de?artment of revenue required by this section. The state 

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

4 calendar month or fraction thereof, not exceeding four 

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

6 collected by the state departMent of revenue and deposited 

7 to the credit of the general fund of the state of l"ontana, 

8 The state department of revenue shall, upon a showing 

9 of reasonable cause, grant an extension of time for filing 

10 the statement required by this section. This penalty shall 

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

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

13 invalid, all valid parts that are severable from the invalid 

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

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

16 in all valid applications that are severable from the 

17 invalid applications. 

18 section 17. Repealer. Sections 84-1301 through 

19 8 4-1309, 84-~~Qg.T~7 84-1310, and 84-1311, P.. c.~!. 1947, are 

20 repealed. 

-End-

-21- SB 13 


