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INTRODUCED éﬁiﬁ

A BILL FUR AN ACY ENTITLED: ®AN ACT TO ALLOW THE DEPARTMENT
OF REVENUE TO TMPUTE A VALUE ON COAL WHENEVER THE OPERATOR
OF A MINE SUBJECTS THE COAL TO PROCESSING THAT IMPROVES ITS

QUALITY; AMENODING SECTION 15-35~107s MCAL™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section ls Section 15-35-10Ty MCAy is amended to read:
*15-35-10G7. When value of coal may be imputed --

procedures. {1) The department may impute a value to the coal

which approximates market value fsoesbe mine in a case where:

(2) the operator of a coal mine is using the produced
coal in an energy-conversion or cthar manufacturing process;

{b} th= opergtor of a coa) wipe refines fhe coal Ly
deyings cleanings .or other procegsing designed to improve
ihe guality of the couls

+31C) a person sells coal under a contract which s
not an arm's-length agreement; or

teyld) < person neglects or refuses to file a
statement and tax return under this chapter.

{2) then imputing values the department may apply tne
factors wused by the faderal government under 26 UeSaeles

section 613+ or that provision as it may be labeled or

10

LC 1155701

amendeds in determining gross income from mining ar the
department may apply any other or additional! criteria it
considers appropriate. tach subject taxpayer shall upon
reguest by the department furnish a copy of its federal
income tax returns wWith any amendmentsy filed for the year
in which the value of coal is being imputed and copies of
the contracts wunder which it is selling coal at the tima.
When the department®s estimate of market value is contested
in  any proceedingy the burden of proof is on the contesting
partys"

-End=—

INTRODUCED BILL
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STATE OF MONTANA
REQUEST NO, _229-83

FISCAL NOTE

Form BD-15

In compliance with a written request received January 25 19 83
for ___Senate Bill 264

, there is hereby submitted a Fiscal Note
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 Planning, to members
of the Legislature upon request.

DESCRIPTION OF PROPOSED LEGISLATION:

Senate Bill 264 allows the Department of Revenue to impute a value on coal whenever
the operator of a mine subjects the coal to processing that improves its quality.

FISCAL IMPACT:

It is not anticipated that the proposed legislation will have a fiscal impact during

the biennium because currently no coal producers are using a benefaction process to improve
the quality of the coal.

FISCAL NOTE 8/V/1

BUDGET DIRECTOR ‘
Otfice of Budget and Program Planning

Date: L" 3 l‘; 'Z]
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STATEMENT OF INTENT
SENATE RILL 264

Senate Taxation Comaittee

1t is the intent of S8 264 to give the Department of
Revenue authority to adoot rules to impute the market value
of cocal prior to dryings cleaning or processing designed to
improve the quality of the caale The rules adopted shall:

1. Allow the taxpayer toc pay applicable taxes based on
market price of Jike coal prior to processings

2+ Impute market oprice regardless of whether the
processing takes place at the mipe site or nota

3. PReflect that the intent s to aexempt said

processing from applicable taxationa

SECOND READING

SBaLY
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S8 0264402

Approved by comnittee

on Taxation

SENATE BILL N0e 264

INTRODUCED BY GRaMAMy GALT

A BILL FDR AN ATCT ENTITLED:  maM ACT TO ALLOW THE CEPAHTRONI
07 ROVINUE TO IMPUTE A VALUS O CIAL WHENEVER THE (ka1 e
OF A MINE SUBJFECTS THE CJet TO PROCESSING THAT IMPROVES ITS

QUALITY; AMENDING SECTITHY [5-35=10T7e WMCAT

EEOTYT SHACTED BY THY LE-ISLATURE OF THE STATE OF RaNTaNa:
Section le  Secxion 15-35-~107T, ¥{Ay is a3nended to read:
15-35=-107.  when value of coal may be isputed  --

procaduares (1) Tpe decsrimont may OR_SPall AL THE REQUEST._QE

InE__TAXPAYER impute a value to the coal which approximdates

msrkzt valu? f.0sbe mine in a case where:

(2} theg opiratuer ef a3 coal mine is using th® produced
c2al in an eneray=conversion or other manufacturing process;
Lol the _gpcrator.of _a.kwal _mipe.refinss_tha_coal by
drylaye-slganinge oo otber processing .desigped Lo _lmurayz

Lhaogualiky af the coals
t8¥Lgl 2 nersen sells coal under a contract which is

nrot an armU's-jength aqgreementi or
f23(d) a person neglects or r=afuses to File a

statemant and tax return under this chanter,
L) _EDR__PYURPOSES OF  SUBSECTION (1)1fD3)s MAAKET VWALUL

Falada HIME_MRANS _THE_ _¥ALUL__OF THE .COAL__SUSSEQUEHY__IQ
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PRIMARY___AND __SECONDARY _CRUSHING _2UT _PRICR __JIQ__DRYINGe
CLEANING. OB _QIHER. PROCESSING.

+2%13) Mhen imputing valuey thz department wmay apply
the factors used by the federal qovernment under 26 UseSelao
section 613y or that provision as it may be 1VYabeled or
amended, in determining gross income from mining or the
department may apply any otber or additional criteria it
considers appropriate. Each subject taxpayer shall upon
request by the department furnish a copy of its federal
income tax returne with any amendmenisy filed for the year
in which the value of coal is being imputed and copies of
the cuntracts wunder which it is selling cecal at the time.
When rnhe department's estimate of market value is contested
in any proceedings the burden of proof is on the contesting
partyat

IdERE_La_ A _MEW_BCA_SECTION_IHATI READS:S

Sectien 2. Use aof imputed value for coal gross
proceadss  Whenevsr value is imputed under 15-~35-10T(1)(b)+
that value shall be used for purposes of reoorting the value
of the qross yielo of coal under 15-23-701l.

SICILIUN 3o GODIEICATION _INSIRUCTIUN. - SECTION. 213
INIERED T0 e CIDIELIEQ__ A5 Ad_INIEGRAL_PART OF TIILE 15,
CHAPIED 232 PAAT T aANL IHE P2IVISIONS OF TIXMC_1322_ _CHAPYER
23s PART _T» APRLY TO _SECTION Za

—~ing-

-2- 58 264

SECOND READING
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STATEMENT OF INTENT
SENATE BILL 264

Senate Taxation Committee

Tt is the intent of 5B 264 to give tne Department of
Revenus authority to adopt rules to impute the market value
of coa¥ prior to dryings cleaning or processing designed to
imorove the quality of the coale Tne rules adopted shalis

1. Allow the taxpayer to pay applicable taxes based on
market price of like coal prior to processings

?s Iwpute market oprice regardliess of whether the
processing takes nlace at the mine site or note

3s-—ﬂeF?eeb--that—-the——intent;—is-—-eo---exempt—-—soiﬂ

processing-from—appiieanie—taxntions

THIRD READING

SO &ty
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SENATE BILL nNO. 264

INTRODUCED BY GRAHAMe GALT

A BIL. FOR AN ACT ENTITLED: AN ALT TCQ ALLOW THE OEPARTMENT
OFf REVENUE TOQ IMPUTE A VALUE OGN COAL WHENEVER THE OPERATGR
OF & MINE SUBJESCTS THE COAL TO PROCESSING THAT IMPROVES ITS

QUALITY; AMENCIMNG SECTION 15-35-107. MCAL"

BF IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
jection le Section 15-35-10Ty HMCAs is amended to read:
"315-35-107. phen value of <coal may be imputed --

nrocedures (1) The department may OR_SHALL AT YHE REQUEST QF

IYE__TAXPAYER imnute a value to the coal which approximates

market value f.oebs mine in @ case where:
fa) the operator of a coal mine is using the produced

coal in an enerqy-conversion or atner manufacturing process;
{b)__the _operator of _o_coal wipe refices_the copal.Ry
dryiogs_cleaninne _or_ctiher_progessing _designed Lo _iopraye

the_quality of toe_coali

th+ic) a person sells coal under a contract which is
not an arm*s-length agreementi or

€te¥{d) o persen neglects or refuses to file E}
statenent and tax return under this chaoter.

(&Y. _EQ6__PURPOSES _OFE__SUBSECIION 11)14D)a MARKETY WALUL
EaQaBa MINE draMS__THE _MALUE _OF THE _CCAL__3SUGREQUENT__10
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SB 0264702

ERIMARY __AND._ __SECONDARY CRUSHING _BUI.__PRIOR_.IQ DRYINGs
CLEANTINGs OR_CTHER _PROCESSING

¢2¥(2) Wwhen imputing valuey the department may apply
the factors used by the federal government under 26 UeSel ey
section 6134 or that provision as it may be 1labeled or
amendeds in determining gqross income from mining or the
department may apoly any other or additional «criteria it
copnsiders Aappropriate. Each subject taxpayer shall upon
request by the department furnish a copy of its Federal
income tax returns with any amendmentss filed for the year
in wnich the vatue of coal is being imputza and copies of
the contracts under which it is selling coal at the time.
When *ne department®s estimate of market value is contested
in any proceedingy the burden of proof is on the contesting
pArty."

IHERE_15 4 _NEW MCA SECTLION_IHAT_R£ARS:

Section 2. Use of imputed value for coal gross
proceedss Mhenever wvalue is imputed under 15-35-107(L)(b)}»
that value shall be used for purposes of reporting the value
of the oross yield of coal under 15-23-T0l.

SECTION Jo _CORIEICATION INSTRUCTIONA. .- SECTION 2 IS
INTENCED_ _TQ__BE. CODIFIED A3 AH_INIFGRAL PARY OF TITLE 15
£35£IE&_23;-EAEI_IzﬁAQD‘IHE_ESD!1SlﬂNS,HE.ILILE-;EA__LHAEIEB
€32 B2RI.Zs APPLY IO SECIION 2o

-Ena-

-P 3B 264
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4Bth Legislature SB 264

1 STATEMENT OF INTENT

2 SENATE BILL 264

3 Senate Taxation Committee

&

5 It is the intent of SB 264 to give the Department of
6 Revenue authovity to adopt rules to impute the market value
T of coal prior to dryings cleaning or processing designed to
B improve the guality of the coala. The rules adopted shali:

9 l« Allow the taxpayer to pay applicable taxes based on
10 market orice of like coal prior to processinge
11 2. Impute market price regardless of whether the
12 processing takes place at the mine site or not.

13 Av~~Reflect-—thot--the--intent--ts--—to-——exempt---satd
i4 processing-from—appticabie-taxations

REFEREWNCE BILL

S akH
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SENATE BILL ND. 264

INTRGOUCED BY GRAHAMe GALT

A BILL FOR AN ACT ENTITLED: ®AN ACT TO ALLOW THE DEPARTMENT
OF REVENUE TO IMPUTE A VALUE ON COAL WHENEVER THE OPERATOR
OF A MINE SUBJECTS THE COAL TO PROCESSING THAT IMPROVES 1ITS

QUALITY: AMENDING SELTION 15-35-10Ts MCA."

BE IT ENACTED B8Y THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-35-10Ty NCAy is amended to read:
*15-35-10T7« wWhen value of <¢oal may be imputed --

proczdures (1) The departwment may OR_SHALL_AL _IHE GEQUESIE _QE

IHE. _TAXPAYER impute a value to the coal which approximates

market value F.0.be mine in a case where:

{a) the operator of a coal mine is using the produced
coal in an energy-conversion or other manufacturing process;

{bl..the .apecator .of..a coal.mioe refipes the copal by
deyings-cleanings Qr.other processing .dssigoed. _to__iwpcave
the_quality of the coals

tby¥flc) a person sells coal under a contract which is
not an arm*s-length agreement; or

¢teyid)y a person neglects or refuses to file a
statement and tax return under this chapter.

{2)__FOR__PURPOSES OF SURSECTION (1)(B)s MARKET VALUE
Ealafin MINE MEANS _THE_  NALUE _QF _THE _Coal  SUBSEQUENT YO
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SB 0264702

BRIMARY __ANO . SECONCARY _CRUSHING.  BUT__PRIOR__I0. _DRYINGs
CLEANINGy OB _QTHER_PROCESSINGs

€2¥(3) When imputing valuey the department may apply
the factors used by the.federai qovarnment under 256 UsSeCer
section 613, or that provision as it may bhe labeled or
amendedy in determining gross income from mining or the
department may apply any other or additiconal criteria it
considars appropriates Each subject taxpayer shall upon
request by the department furnish a copy of its federal
income tax returne with any amendmentsy filed for the year
in wnich the value of coal Is being imputesd and copies of
the contracts under which It is selling coal at the times
#hen the department's estimate of market value is contested
in  any proceedings the burden of proof is on the contesting
party.*

I4ERE_15_A_NEW MCA_SECTION THAI READS:

Section 2. Use of imputed value for coal gross
proceedss Whenever value is imputed under 15=35-107(1)(b}y
that value shall be used for purposes of reporting the value
of the gross yield of coal under 15-23-7G1.

SECTION 34 CODIFICAYION _INMSYRUCFEIGNS. . SECYIION _2 1S
INIENDED YO _BE__CODIFIED _AS_AN _INIEGRAL_PARL OF TXITLE 15
CHASTER.22s PART Ts AND IUE PROYISIONS OE _IITLE 15s CHAPTER
232 PARY Ta APPLY. YO SECIIDN Za

-End-

-2- 5B 264
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