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SENATE BILL NO. 264 

INTRODUCED BY GRAHAM, GALT 

IN THE SENATE 

It~ THE BOUSE 

Introduced and referred 
to Committee on Taxation. 

Piscal Note requested. 

Fiscal Note returned. 

Committee recommend bill 
do pass as amended. 
Report adopted. 

Statement of Intent 
attached. 

Bill printed and placed 
on members' desks. 

Second reading, pass 
consider a t.ion. 

Second readinq, pass 
consideration. 

Second readinq, do pass. 
Statement of Intent, do 
pass as amended. 

Correctly enqroseed. 

Third reading, passed. 
Ayes, 46J Noes, 3. 
Transmitted to Hous~~t. 

Introduced and referred 
to Committee on Taxation. 

Committee recommend bill 
be concurred in. Report 
adopted. 
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Second reading, concurred 
in. 

Third reading, concurred 
in. 

Returned to Senate. Sent 
to enrolling. 

Reported correctly 
enrolled. 



48th legislature LC 1155/01 

2 INTRODUCED 

3 

4 A BILL FUR AN ACT ENTITLED: "AN ACT TO ALLOW THE DEPARTMENT 

5 JF REVENUE TO IMPUTE A VALUE ON COAL WHENEVER THE OPERATOR 

6 OF A MINE 5UBJ~CT5 THE COAL TO PROCESSING THAT IMPROVES ITS 

7 QUALITY; AMENDING SECTION 15-35-107, MCA•" 

8 

9 BE IT ENACTED BY THE lEGISLATURE OF THE STATE OF MONTANA: 

10 Section 1. Section 15-35-107, HCA• is amended to read: 

11 ,.15-35-107. When value of coal may be imputed 

12 procedure. {1) The departm~nt may impute a value to the coal 

13 which approximates market value t.o.b. mine in a case where: 

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

15 coal in an energy-conversion or other manufacturing processi 

16 LQ~b~~erator of_g_~oal mjoe refjnes the coal by 

17 drying. cleanjnQs or other processjng designed to improve 

1 R .\..l:lLJ<llill.i4-2.L:t~2ilLi 

19 tft~~ a person sells coal under a contract which is 

20 not an arm•s-length agreement; or 

21 t<ot.llU ~ person neglects or refuses to file a 

22 statement and t~x return under this chapter. 

23 (2.) ~Jhcn imputin] value, the departm-ent may .Jpflly tne 

24 factors used by the f.:!!deral governm8nt under 26 u.s.c.., 

25 section 613• or that provis;on as it mav be labeled or 
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lC 1155/01 

amended~ ;n deter~ining gross income from mining or the 

depart~ent may apply any other or additional criteria it 

considers appropriate. Each subject taxpayer shall upon 

request by the depdrtment furnish a copy of its federal 

income tax returny with any amendments, filed for the year 

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

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

When th~ department•s estimate of market value is contested 

in any proceedingy the burden of proof is on the contesting 

party.• 

-End-

I N T R 0 D U C E D B I L L 
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In compliance with a written 

for _ ___i~te Bill 264 

STATE OF MONTANA 
REQUEST NO. _n~.-83 __ 

FISCAL NOTE 

Form 110·15 

request received January 25 19 ~, there is hereby submitted a FiliCal 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 

' ... 

Office of Budget and Program Planning 

Date: I 3- I .... ~ ) 
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48th Legislature SB 264 

STATE~ENT OF INTENT 

SENATE P.Ill 264 

3 Sendte Taxation Com~itt~e 

4 

5 lt is the intent of SU 264 to give the Depdrtment of 

6 R~venue ~uthority to adoot rules to i~pute the market value 

1 of co~l ~rior to drying~ cleaning or processinq designed to 

6 improve ttn:! quality of t.he- coal. The rules adopted shall: 

~ 1. Allow the tdxpayer to pay ~pplicahle t~xes b~sed on 

10 market price of like coal prior to processing. 

11 z. Impute market price reg~rdless of ~hethqr the 

12 process.inq takes olace at t.tle mine site or not.. 

13 3. Reflect that the intent is to ex~mot said 

14 processing fro~ dpplicable taxation. 

S E C 0 N D READING 

<EJ3~bl{ 
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Approved by committee 

on Taxation 

S~NAT~ ~ILL NO. 264 

INT~ODUCEO BY G~·HA~t GALT 

A !HU FCl~ A.N ACT ENTITLtD: "AN ACT TO ALLD\i lH[ CEflAKf~-CNl 

'J>'" RlVL"<Jr: TO I"'PUP: /r. VALU':= n1~ C. }Al '!JH£Nflftl< THE iJPtKAl 

0~ A ~INF S!JBJfCTS T~E COAL TO PR~C~SSING THAT I~P~OVES ITS 

JUAt.ITY; AMEPIDING SE~T18:~ 15-3~-107, M(~." 

Lf II ~~ACTEO aY THf LF'-15LATU~E OF T~~ ST~TE 0~ f•JNi~'iA: 

Section 1. SE:-c<.ion 15-35-107, "\(A, is ~w~ndPd to r:~dd: 

~t~-3~-lC?. ~t1er, value of coal m~y bl! i~out~·1 

pr uc ed ..1 re • ( 1) Trte ~1-e\;;,··r tfl".~nt ma 1 Q&_Si:.!!:.L.L_,Al_I':tE.-.B..E~~E.S.I_r,a: 

I~f--IA!fAifB i~put~ a ~~lue to the coa1 ~hicr1 appruximdtes 

m~rk~t val~a f.o.b. min@ in a case where: 

(~) the ~p~r~tur of a C031 mine is uslnq th~ produced 

c~~l tn dn en0rct-conversion or other manufdcturinq process; 

l~l--~be __ Q~~t~tac __ gf __ ~-~al_min~-teiio~-t~~2gl_nx 

tic ,_ i u~ t. _k l:.i.ll.Ui u ~ ,L_ rJ r:. •• Q tl:l ~r._o. .t2~e~Uo,g __ d.e~if.!rre_j __ t.u __ i :JA;:H:.o.v..-;: 

t.rl~-l.iU .J lit.-t_Q.f_itl~.-C.J.'ll.i. 

tb-t.(.Cl a P~'r'io:'"~ s~lls coaJ und€r a c·ln1_ract whic-h is 

not dn arm•s-l~ngth dgr~ement; or 

ietLdl a person neglects or r~fus~s to f i 1 2 a 

~tate~~nt anJ t~x ret~rn under this chaoter. 

LLl--ED& __ eueeD~E~--DE--~~6SE~IlQll_lllialL-MA~~~l-~LUE 

faQ•~•-~1~E-~~~~S-_lti~--1ALUE __ QE __ ItiE--~QAL __ ~ua~f~~E~l--IC 
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ear~aat ___ A~u_ __ sE~ONOA~Y--C&UStil~--eur__earoa __ ru__ua~~ 

~LEA~l~w£_Q&_Ql~f&_e&D,ES~lM~• 

trt!ll When imputinq value, th2 dep~rtment may apply 

the factors used by the federal government under 2b u.~.c., 

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

amended, in d8tPrmining gross inco~e from mining or th~ 

department may apply any ot~er or additional criteria it 

considers appro?riate. Eac~ subject taxpayer shall upon 

request by the ~~partment furnish a copy of its federal 

incom~ tax return. with any af:'!endments, filed for the year 

in whi~h the value of coal is being imputed and copies of 

tne cuntracts under which it is sellinq coal at the time. 

~hen ~~e depdrtment•s estimate of market Vdlue is contested 

in any proceP-ding, the burden of proof is on the contesting 

p3rty." 

IdEaE_lS-A-~E~-~'A-S£~IlQ~_ltl6I_a~AD~ 

Section 2. Use of imputP.O v~lue for coal gross 

proce~1s. ~henev~r value is imputPd under 15-35-lOT(l)(b)• 

that V3lu~ shall be used for purpos~s of reoorting the value 

of the 'lfOSS yi c.l o_ of coal under 15-23-701. 

S~Cil~~l&--~~OlE1~6IlQ~--l~SI~UCilUu•---~E~lQ~--'--I~ 

l~IEct2"D--lD--Uf __ CJOlElEQ __ 6~-Aa_LSlE~&AL_eABI-QE_lll~-l~ 

~~aei~~-~3L-~A~l-1L_A~Q_l~E-e~~~~~lQ~~-~E-IliLf_l~L--~tiAEIEB 

,JL_tl~l-11-AE~~l-IQ-~~GllQti_l& 

-:::nu-

-2- SB 7&4 
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46th legisl~tur~ 

STATEMENT OF INTENT 

SENATE Rill Zblt 

Senate Taxation CamPti ttee 

sa zt.~t 

1 

z 

3 

4 

5 J t is the intent of SB Z64 to give tne Oep.=utment of 

6 Revenu~ autnority to adopt rules to i•pute the market value 

1 of co~l prior to drying• cleaning or processing designed to 

imor~~e the ~ual it' of the coal. Tne rules adopted shall: 

q 1. Allo• the taxpayer to pdy applicable taxes based on 

10 •~rket price of like coal prior to processing. 

11 ?. Impute Market price regardless of whether the 

17 processing takes nlace ~t the ~ine site or not• 

13 ~w--P.~~+ee~--~ha~--the--fft~en~--•~---~e---exe~p~---se+d 

14 ~~eee~~+"q-f~ea-e~~~~e&b+e-~o~~~onw 

T H I R il R E A D I ~ G 

SG ci\oL\ 
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SENATE BILL NOo 26~ 

INTRODUCED BY GRAHAM• GALT 

A BIL_ FOR AN ACT ENTITLED: 0 AN ACT TO ALLOW THE DEPARTMENT 

Of RiVENUE TO IMPUTE A VALUE ON COAL WHENEVER THE OPERATOR 

OF A MINE SUBJ~CTS THE COAL TO PROCESSING THAT lMPROVES ITS 

OUALirY; AMENDI~G SoCTION 1?-35-107, MCAo 0 

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

iectlon 1. Section 15-35-IOT, ~CA. is a~ended to redd: 

-l5-35-107. When value of coal may be i~puted 

p<oc~d"<P.• (1) The department may OR-iUALL-61-lU~BEQUEST QE 

Itlf __ IAleAXEB imou~e a value to the coal ~hich app~oxi~ates 

mark~t value f.o.b. mine in a case ~here: 

f-~) ttle operator of a coal ~nine is using the produced 

~nnl i~ an enA~qy-conversion or ~tner manufacturinq process; 

L~l--tbe--~~ecatQ£ __ ~1--a_caal-mine_cefioe~-t~-coal-~ 

dt¥iDDL-cleaoio~£-DL-atbec_a~'es~uo--~siooe~-tD--Lwu~~e 

tbe-~~alit~-~1-ta~-t~ali 

tbtL'l a person SP.lls co~l under a contract whicn is 

r1ot an nrm•s-length agree~t~ent; or 

te~Ldl a person neglects or refus~s to file ' 
Stdte~Pnt ard t~x return under this chaot~r. 

L'l--Eo& __ euaeoSfs _ _of __ ~un~~'II~il1iai£_HAa~tr_~~ut 

E&Q&R~-~l~f-d~a~S __ lHE--~LUf __ of _ _lUf __ ,QAL--~YijifQ~~I--LO 
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SB 026~/02 

eal~6&1 ___ 6~D---SEtDUUARX--'RYiUl~~-BUI--fElDR--~l~£ 

'LE6~~G£_DR-~IHfR_fRntfSi!H~s 

t~tL~l When imputing value. the depart•en~ may 3pply 

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

s~ct.inn f.l3• or that orovision as it may be labeled or 

atnen.1ed. in d~termining q~oss income fro111 •ining o..- the 

depart~ent may apoly any other or additional criteria it 

consict~rs appropriate. tach subject taxpayer shall upon 

request by the department furnish a copy of its federal 

income tax return, with a~y amendments• filed for the year 

i~ wnich tne value of coal is bein9 i~put~a and copies of 

the co~tracts under ~hlch it is sellinq coal at the time. 

~ihen ._ne departrnent•s estimate of •arket value is contested 

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

'P-"rty." 

I~EBE_li-a_~~-~&-SE,llD~-IU&l-Bt6Qi~ 

Sertion 2. Use of imputed value for coal qross 

proceeds. Wh~npvnr value is imputed under 15-35-107(l)(b), 

t~at value shall be usect for PIJ rposes of reporting the value 

of t.hE> oro!ls yiE!ld of coal under 15-23-701,., 

SE,llOH_l£ __ ,QClflC6llDH--~iiRUCilaba---if~~ 

l~IE~[tQ __ ru __ eE--CUClElED __ aa_Ail-l~lfk&aL_eARI-OE-lllLf-12a 

~~Afl~~-~l~_e!Rl_l~-~D-1Uf_2BO~lilD~i-UE-lllLf_l2~~AelfB 

'l£_e1Rl-ls_AerL1-ID_Sf,llD~'£ 

-E11d-
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~8th Leqislature SB 264 

STATEMENT OF INTENT 

l SENATE BILL 26't 

3 Senate Taxation Committee 

4 

5 It i~ the intent of SB Z64 to give the Department of 

6 Revenue authority to adopt rules to i•p~te the aarket value 

7 of coal prior to drying, cleaning or processing designed to 

8 i•prove the quality of the coel. The rules adopted shall: 

q 1. Allow the taxpayer to pay applicable taxes based on 

10 market orice of 1ike coal prior to processing. 

11 2. IMpute market price regardless of whether the 

12 processing takes place at the •ine site or not. 

13 ~---~e~+ee~--~fte~--~fte--+n~eft~--~---~8---.. ~mp~---se+d 

14 ~&ee~~·~~-f~o~-e~p+Teab+e-~ewe~eftw 

R E F E R E ~ C E B I L L 
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SENATE BILL NO. 26"t 

INTRODUCED BY GRAHAM, GALT 

A BILL FOR AN ACT E~TITLEO: •AN ACT TO ALLOW THE DEPARTMENT 

OF REVENUE TO IMPUTE A VALUE ON COAL WHENEVER THE OPERATOR 

OF A MIME SUBJECTS THE COAL TO PROCESSING THAT IMPROVES ITS 

OUALITY; AMENDING SECTION 15-35-107, HCA.• 

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

Section 1. Section 15-35-107, MCAt is amended to read: 

ftl5-35-107. When value of coal •ay be imputed 

procedure. (11 The depart•ent •ay DB-StiALL-Al-IU~~~~E 

IUf _ _l6XeAlfR imrute a value to the coal which approximates 

mark~t value f.o.b. mine fn a case where: 

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

coal in an enerqy-converslon or other •anufacturing process; 

C~l--tb~-2P£C4tOL-_gf__a-'aal-aine-LAfiDA~~~Qx 

acxiaa&-~lA4oioa~-gc_atbAL-Rta~~--d~igoaa __ ta inpra~ 

tbe_Quali~_Qf_tbe-~oal~ 

fbti~l a person sells coal under a contract which Is 

not an arm•s-length a9reeMent; or 

tetLd~ a person neglects or refuses to 

statement and tax return under this chapter. 

file a 

L'l--fUR __ eu&eDSfS _ _DE__sUas~ti!D~illLUlL-~~-~LUf 

EaUaBa-!l~-!EB~S--ItiE __ ~LU~-DE--IH~-tD6L-~~UE~IU 
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e&l!A&l ___ ABC_ __ SfkQ~l--tRUSijl~&__BUI_-fALDR 10 QRJINGt 

tLfA~~Ga-D&_QI~E&-~~a. 

tetill When laputlnq value, the depart.ant may apply 

the factors used by the federal gove~n•ent under 26 u.s.c., 

section 613t or that provision as It aay be labeled or 

a•ended• in deter•ining gross income fro• •ining or the 

department May apply any other or additional criteria i~ 

considers ~ppropriate. Each subject taxpa1er shall upon 

request by the department furnish a copy of its federal 

inco.e tax return• with any a~nd .. nts• filed for the year 

in Whic~ the value of coal Is being i•puted 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 

p~r~y.• 

I~EBE_lS-4-~-~A-~~lQ~-ItiAI-&£ADi~ 

Seetion z. Use of iMputed value for coal gross 

proceeds. Whenev~r value is imputed under 15-35-107(1J(bJ• 

tha~ value shall be used for purposes of reporting the value 

of the gross yield of coal under 15-23-701. 

SEtllDtl..l.a_tllll.l£.ll:AllDIL_llill&IIUllllla..-llr.llliiL-Z-ll 

l~If~QED--ID--6E--tDillflEil--~-~-lliiEGBAL-eABI DE IIILf 15. 

t~AfiEB-'la-e!RI-1~-~-lUE-eRil~tiS-UE-IliL~~ti&ELE& 

Zla_e~RI-1a-!ffLX-ID-SEtllDK-Za 

-End-
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