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1 HI)HSi . BILL NO. 1 system, is in need of expansion, repair, or replacement:; and
INTRODUCED BY mu,,,{- /,zf,bi:.u Py gl 2 WHEREAS, the creation of the Montana Infrastructure
&)L&t-\ ﬁaﬂ/m 3 Trust Fund is an appropriate use of state revenues,

IT D.S‘wcgm. G THE MONTANA }ﬁ}-’/;M 4 including general fund revenues, provided that the interest

5 ’é%g CHANGING THE REPORTING AND TAX 5 income is used at least initially to reimburse the general

[ PAYMENT PERIOD FOR WITHHOLDING TAXES, COAL SEVERANCE TAXES, 6 fund.

7 AND OIL AND GAS SEVERANCE TAXES; AMENDING SECTIONS 15-1i-501, 7

B 15-30-204, i15-35-102, 15-35-104, 15-35-195, 15-35-108, 8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

9 15-36-102, 15-36-105%, 15-36-107, AND 15-36~112, MCA; AND 9 NEW SECTION. Section 1. Montana infrastructure trust
10 PROVIDING EFFECTIVE DATES." 10 fund. (1) There is a permanent Montana infrastructure trust
11 11 fund. The fund consists of:

12 WHEREAS, the Governor's Task Porce on Infrastructure 12 {a) all taxes deducted and withheld from wages, as
13 found that at least 5100 million in repairs to the state's 13 provided in 15-30-202, during the period beginning July 1,
14 municipal water supply systems was ﬁeeded in 1983; and 14 1985, and ending September 1, 1985;

15 WHEREAS, the same Task Force further found that §231 15 (b) all ceal severance taxes owed the state, as
16 million in repairs is needed to bring Montana's public sewer 16 provided 1in 15-35-104, on the production of coal, as
17 systems up to current standards; and 17 provided in 15-35-103 and 15-35-104, during the period
18 WHEREAS, the cost to bring Montana's streets and county 18 beginning July 1, 1985, and ending September 1, 1985, except
19 roads into good condition is estimated at §8 billion in 19 that portion o0f coal severance taxes reguired to be
20 1984; and 20 deposited in the coal severance tax trust fund under
21 WHEREAS, 52 of Montana's 53 county jails need a minimum 21 15-35-108 and Article T1X, section &, of the Montana
22 of $56 million in improvements Lo comply with constitutional 22 constitution;

23 standards; and 23 (c) all oil and gas severance taxes owed :the state on
24 WHEREAS, much o©f the other infrastructure within the 24 the preoduction of any petroleum or other mineral ar crude
25 state, including the infrastructure of the university 25 oil or natural gas, as provided in 15-36-101 and 15-36-102,

-2- INTRODUCED BILL
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during the period beginning July 1, 1985, and ending
September 1, 1985;

(d) except as provided in subsection (2), all interest
and other income earned on the trust fund; and

(e} any other funds that the legislature may from time
to time appropriate to the trust Fund.

{2) The legislature may appropriate the interest and
other income to:

{a) the general fund, but only until the amount
deposited in the trust fund, as required under subsections
(1)(a} through (1}(c), has been reimbursed tc the general
fund; and

{b) construct, maintain, or preserve the
infrastructure of the state, including the university
system, counties, and municipalities.

Section 2. Section 15-1-501, MCA, is amended to read:

"15-1-501., Disposition of moneys from certain
designated license and other taxes. (1) The state treasurer
shall deposit to the c¢redit of the state general fund all
moneys received by him from the collection of:

(a) automobile driver's license fees under subsections
(1) through (6) of 61=-5-111;

{b) electrical energy preducer's license taxes under
chapter S1;

(c} severance taxes allocated to the general fund
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under chapter 36;

(d) liquor license taxes under Title 16;

{e) telephone [company] license taxes under chapter
53; and

{f£) inheritance and estate taxes under Title 72,
chapter 16.

{2) Sewenty-five-—-perecent Except as provided in

[section 1], 75% of all moneys received from the coliection

of income taxes under chapter 30 and corporation license and
income taxes under chapter 31, except as provided in
15-31-702, shall be deposited in the general fund subject to
the prior pledge and appropriation of such income tax and
corporation license tax collections for the payment of
long-range building program bonds. The remaining 25% of the
proceeds of the corporation license tax, excluding that
allocated to the counties under 15-31-702, corporation
income tax, and income tax shall be deposited to the credit
of the state special revenue fund for state equalization aid
to the public schools of Montana.

(1) The state treasurer shall also deposit to the
credit of the state general fund all moneys received by him
from the collection of license taxes, fees, and all net
revenues and receipts from all other sources under the
operation of the Montana aAlcoholic Beverage Code.

{4) Thirty-three and one~third perceat of the total
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collections of the oil severance tax under chapter 36 shall
be deposited into the local government block grant account
within the state special revenue fund. After the
distribution provided for in 15-36-112, the remainder of the
0il severance tax collections shall be deposited in the
general fund."

Section 3. Section 15-30-204, MCA, is amended to read:

*15-30-204. GQuarteriy——-payment Payment. (1) On or

before the last day of each month, every employer subject to

the provisions of 15-30-202 and 15-30-203, except as

provided in subsections {2) and (3), shall file a return in

such form and containing such information as may be required

by the department and shall pay therewith the amount

required by 15-30-202 to be deducted and withheld by said

employer from wages paid during the preceding month.

{2) An employer subject tc the provisions of 15-30-202

and 15-30-203 whose projected rotal liability for

withholdings does not exceed $1,000 in 1 month mav,

following application to and written approval by the

department, in lieu of the return and payment required under

subsection (1), on or before the last day of the months of

April, July, .October, and January of each calendar year,
every--empioyer--asbject--to-the-proviarons-of-15-30-29F-and
:5~39-283-anhatt file a rerurn in such {orm and containing

suych information as may be reguired by the department and
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shatt pay therewith the amount required by 15-30-202 to be
deducted and withheld by said employer £from wages paid
during the preceding quarterly period of 3 months.

+2+{3) If the total amount of the tax withheld by an
employer under the provisions of 15-30~202 upon the wages of
all employees of any empleoyer 1is 1less than 510 in each
quarterty monthly period of any year, such employer shall
not pe required to file the monthly or quarterly returns or
to make the monthly or quarterly payments as provided in the
preceding subsection (1} or (2), but in lieu thereof such
employer shall, on or before February 15 of the year
succeeding that in which such wages were paid, £file an
annual return in such form as may be reguired by the
department and shall pay therewith the amount required to be
deducted and withheld by the employer from all wages paid
during the preceding calendar year.

t3+4{4) If the department has reason to believe that
collection of the amount of any tax withheld is in jeopardy,
it may proceed as provided for under 15-30-312 with respect
to jeopardy assessments of income tax."

Section 4, Section 15-35-102, MCA, is amended to read:

"15-35-102. Definitions. As used in this chapter, the
following definitions apply:

(1) "Contract sales price" means either the price of

coal extracred and prepared for shipment f.o.p. mine,

_6_.
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excluding that amount charged by the seller to pay taxes
paid on production, or a price imputed by the department

under 15-35-107. Contract sales price must be bhased on the

statements reguired in 15-35-104 and includes all royalties

paid on production, no matter how such royalties are
calculated. However, with respect to royalties paid to the
government of the United States, the state of Montana, or a
federally recognized Indian tribe, the contract sales price
includes only:

(a) for gquarteriy monthly periods ending on and after
September--387-1984 June 30, 1985, 15 cents per ton plus 75%
of the difference between 15 cents per ton and the amount of
such federal, state, and tribal government royvalties
actually paid;

{b) for gquareerty monthly periecds ending on and after
September 30, 1985, 15 c¢ents per ton plus 50% of the
difference between 15 cents per tcen and the amount of such
federal, state, and tribal government royalties actually
paid;

(c) for guarteriy monthly periods ending on and after
September 30, 1986, 15 cents per ton plus 25% of the
difference between 15 cents per ton and the amount of such
federal, state, and tribal government royalties actually
paid; and

{d) for quarterity monthly periods ending on and after

-7 -
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September 30, 1987, 15 cents per ton.

{2) "Department" means the department of revenue.

(3) "Energy conversion process" includes any process
by which coal in the solid state is transformed into slurry,

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

{(4) “"Produced" means severed from the earth.
(5} "Strip mining" or "surface mining" is defined in
82-4-203.

(6) "Taxes paid on production" includes 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 does 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 ccal, or any license fee.

(7) "Ton" means 2,000 pounds.

{8) "Underground mining"” means a c¢cal mining me thod
utilizing shafts and tunnels and as further defined in
82-4-203."

Section 5. Section 15-15-104, MCA, is amended to read:

"15-35-104. Quarterity Monthly statement and payment of
tax. Each coal mine operator shall compute the severance tax
due on each quarter-year's month's worth o¢f production on
forms prescribed by the department, The statement shall

indicate the tonnage produced, the average Btu value of the

-A-
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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
30 days following the ciese end of the quarter month, The
form shall be signed by the cperator if the operator is an
individual or by an officer of the coal mine operator if the
cperator is a business entity. A person operating more than
one coal mine in this state may include all of his mines in
‘one statement. The department may grant a reasonable
extension of time for filing statements and payment of taxes
due upon gocd cause shown therefor.”

Section 6. Section 15-35-105, MCA, is amended to read:

"15-35-105. Penalty for delinquent tax. The department
shall add to the amcunt of all delinquent severance taxes a
penralty of 10% of the delinguent amcunt plus interest at the
rate of 1% per month or Eraction thereof computed on the
total amount of severance tax and penalty. Interest shall be
computed from the date the severance tax was due to the date
of payment. The department shall mail to the person required
to file a guareeriy monthly report and pay any severance
tax, a letter setting forth the amount of tax, penalty, and
interest due, and cthe letter shalli further contain a
statement ~hat 1f payment is not made, a warrant for

distraint may pe filed. Tne penalty amcunt may be waived by
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the department if reasonable cause for the failure or
neglect to file the guarteriy monthly statement is provided
to the department.”
Section 7. Section 15-35-108, MCA, is amended to read:
"15-35-108. Disposal of severance taxes, Severance

Except as provided in [section 1], severance taxes collected

under the preovisions of this chapter are allocated as
follows:

(1) To the trust fund created by Article 1IX, section
5, of the Montana constitution, 25% of total collections a
year. After December 31, 1979, 50% of coal severance tax
collections are allocated to this rrust fund. The trust fund
moneys shall be deposited in the fund established under
17-6-203(5) and invested by the begard of investments as
provided by law,

(2) Starting July 1, 1986, and ending June 30, 1987,
6% of coal severance tax collections are allocated to the
highway reconstruction trust fund account in the state
special revenue fund. Starting July 1, 1987, and ending June
30, 1993, 12% of coal severance tax collections are
allocated +to the highway reconstruction trust fund account
in the state speéial revenue fund.

{3) Coal severance tax collections remairing after the
allocations provided by subsections (1)} and {2) are

allocated in the fallowing percentages of the remaining

-10-
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balance:

{(a) to the county in which coal is mined, 2% of the
severance tax paid on the coal mined in that county until
January 1, 1980, for such purposes as the governing body of
the county may determine;

(b) 2 1/2% until December 31, 1979, and thereafter
4 1/2% to the state special revenue fund to the credit of
the alternative energy research development and
demonstration account;

{c) 26 1/2% until July 1, 1979, and thereafter 37 1/2%
to the state special revenue fund to the credit of the local
impact and education trust fund account;

(d}) for each of the 2 fiscal years following June 30,
1977, 13% to the state special revenue fund to the credit of
the cecal area highway improvement account;

fe] 10% to the state special revenue fund for state
egualization aid to public schools of the state;

(£) 1% to the state special revenue fund to the credit
of the county land planning acccunct;

(g) 1 1/4% to the credit of the renewable resource
development bond fund;

{h) 5% to a nonexpendable trust fund for the purpose
of parks acgquisition cor management, protection of works of
art in the state capitol, and other cultural and aesthetic

projects. Income from this trust fund shall be appropriated
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as follows:

{i} 1/3 for protection of works of art in the state
capitol and other cultural and aesthetic projects: and

{(ii) 2/3 for the acguisition of sites and areas
described in 23-1-102 and the operation and maintenance of
sites so acquired:

(i) 1% to the state special revenue fund to the credit
of the state library commission f£for the purposes of
providing basic library services for the residents of all
counties through library federations and for payment of the
costs of participating in regional and national networking;

{3y 1/2 of 1% to the state special revenue fund for
conservation districts;

(k) 1 1/4% to the debt service fund type to the credit
of the water development debt service fund;

{1} all other revenues from severance taxes collected
under the provisions of this chapter to the credit of the
general fund of the state."

Section 8. Section 15-36-102, MCA, is amended to read:

"15-36-102., guarteriy Monthly payment of tax. Such
severance tax shall be paid in quarteriy monkhly
installments fer-the-guarteriy-periods-endingy;-respectivetys
Mareh-—31;-——dune--387--September—-38;-and-Bacember-3t-af-each
year, and the amount of the tax for each guarkteriy monthly

period shall be paid to the department of revenue within 68

-12-
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30 days after the end of each quareeriy-period month.”
Section 9. Section 15-36-105, MCA, is amended to read:
"15-36-105. Statement to accompany payment -- records

-- collection of tax -- refunds. (1) Each and every person

must, within &8 30 days after the end of each fottewing

quarter month, make out on forms prescribed by the
department of revenue a statement showing the total number
of barrels of merchantable or marketable petroleum and ather
mineral or crude oil ar cubic feet of natural gas produced
br extracted by such person in the state during eaeh the
month of-such-quarter-and-during-the-whote-quareery and the
average value thereof during each the month, and-the-tetat
vailve-thereof-for-the-whote-gquarcery together with the total
amount due to the state as severance taxes for such quarter
month, and must within such 68 30 days deliver such
statement and, except as provided in 15-36-121, pay to the
department the amount of the taxes shown by such statement
to be due to the state for the quarter month for which such
statement is made. Such statement must be signed by the
individual or the president, vice-president, treasurer,
assistant treasurer, ©or managing agent in this state of the
association, corperation, joint-stock company, or syndicate
making the statement. Any such person engaged in carrying on
such business at more cthan one place in this state or

owning, leasing, controlling, or operating more than one o1l
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or gas well in this state may include all thereof in one
statement. The department shall receive and file all such
statements and collect and receive from such person making
and filing a statement the amount of tax payable by such
person, if any, as the same shall appear from the face of
the statement.

{2} It shall be the duty of the department to examine
each of such statements and compute the taxes therecn, and
the amcount so computed by the department shall be the taxes
imposed, assessed against, and payable by the taxpayer
making the statement for the guarter month for which the
statement is filed. If the tax found t& be due shall be
greater than the amount paid, the excess shall be paid by
the taxpayer to the department within 10 days after written
notice of the amount of the deficiency shall be mailed by
the department to such taxpayer. If the tax imposed shall be
less than the amount paid, the difference must be applied as
a credit against tax liability for subsequent quarters
months or refunded if there is no subsequent tax liability."

Section 10. Section 15-36-107, MCA, is amended to
read:

"15-316-107.  Procedure to compute tax in absence of
statement =-- penalty and interest. If any such person shall
fail, neglect, or refuse to file any statement required by

15-36-105 within the time therein required, the department

~-1d-
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of revenue shall, immediately after such time has expired,
proceed to inform itself as best it may regarding the number
of barrels of petroleum and other mineral or crude oil or
cubic feet of gas extracted and produced by such person in
this state during-—-such-quareter-and during each applicable
month thereof and the average value thereof during each such
month and shall determine and fix the amount of the

severance taxes due to the state from such person for such

_quarter month and shall add to the amount of such severance

taxes a penalty of 25% thereof plus interest at the rate of
1% per month or fraction thereof computed on the total
amount of severance taxes and penalty. Interest shall be
computed from the date the severance taxes were due to the
date of payment. The department shall mail to the person
required to file a guarterity monthly statement and pay any
severance tax, 4a letter setting forth the amount of
severance tax, penalty, and interest due, and the letter
shall further contain a statement that i1f payment is not
made, a warrant for distraint may be filed. The 25% penalty
herein provided may be waived by the department if
reascnable cause for the failure and neglect to file the
statement required by 15-36-105 is provided to the
department.”

Section 11. Section 15-36-112, MCA, is amended to

read:

_15_
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"15-36-112. Disposition of o¢il and gas severance
taxes. (1) Each year the department of revenue shall
determine the amcunt of tax collected under this chapter
from within each county.

{2) The Except as provided in [section 11, the

severance taxes collected under t§is chapter are allocated
as follows:

(a) 33 1/3% of the oil severance tax, not to exceed
$42 million for the bieanium ending June 30, 1985, is
deposited in the local government block grant account within
the state special revenue fund;

(b} the amount, if any, by which the tax cellected
from within a county for any fiscal year exceeds the total
amount collected from within that county for the previcus
fiscal year, by reason of increased production and not
because of increase in or eliminaticn of federal price
ceilings on oil and gas, 1s allocated toc the general fund of
the county for distribution as provided in subsection (3);

{c) any amount not allocated to the local government
plock grant account or the county under subsection {(2){a) or
{2){b) is alleocated to the state general fund.

(3) (a) The county treasurer shall distribute the
money received under subsection {(2)(b) of this section to
the county and to all the incorporated cities and towns

within the county in the following manner. The county

-16-
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receives the available money multiplied by the ratic of the
rural population to the county population. Each incorporated
municipality receives the available money multiplied by the
ratio of the populaticon of the incorporated municipality to
the county population. The rural population 1is that
population of the county living outside the boundaries of an
incorporated municipality. Population shall be based on the
most recent figures as determined by the department of
commerce.

(b) The money distributed under this subsection may be
used for any purpose as determined by the governing bedy of
the county., city, or town."

NEW SECTION. Section 12. Extension of authority. Any
existing authority of the department of revenue to make
rules on the subiject of the provisions of this act is
extended to the provisions of this act.

NEW SECTION. Section 13, Effective dates. (1)
Jections 1 through 11 are effective July 1, 1985.

{2} Section 12 and this section are effective on
passage and approval, but no rules adopted under section 12
r2y be made effective before July 1, 1985.

-End-



STATE OF MONTANA
REQUEST NO. _FNN 512-85

FISCAL NOTE
Form BD-15

In compliance with a written request received February 28, 19 85 , there is hereby submitted a

Fiscal Note for House Bill 926 pursuant to Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA).
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:

An act creating the Montans infrastructure trust fund; changing the reporting and tax payment period for withholding
taxes, coal severance taxes and oil and gas severance taxes.

ASSUMPTIONS :

1. ¥Y86 collections will be as follows: Individual Income Tax = $196,158,000, 0il Severance Tax = $36,981,000,
Coal Severance Tax = $103,866,000 and Natural Gas Severance Tax = §$3,650,000.
2. Withholding payments are BB.45% of total fiscal year income taX collections. Employers with annual wthholding
greater than $12,000 per year represent 76% of the total amount withheld.
3. It is assumed that personal, coal, oil and natural gas tax payments are uniformly distributed over the fiscal year.
4, Each revenue source will contribute approximately the same revenue to statutory accounts after distributions to the
trust fund as under current law.
5. An additional 14 FTE will be required to process the monthly returns. Data processing charges would increase
by approximately $90,000 in ¥Y86 and $75,000 in FY87.

Dasd) 4 L

BUDGET DIRECTOR
Office of Budget and Program Planning

o mee: Mol 57, 1985
N10:X/1 HB qaa




Request No. FNN 512-85
Form BD-13 Page 2

FISCAL IMPACT:

FY1986 FY1987
Under Under - Under Under ,
Current Law Proposed Law Difference Current Law Proposed Law Difference

Effect on Expenditures

Personal Services - 0 5 234,038 $§ 234,038 0 $218,601 $218,601
~ Operating Expenses 0 121,562 121,562 o 99,651 ‘ 99,651
Capital OQutlay . 0 61,500 ' 61'509 [ . 0 ' 0
TOTAL GENERAL FURD EXPENDITURES ] $ 417,100 -] 417,100 4 $318,252 $318,252
Fund Information: . .
Infrastructure Trust Fund 0 $37,404,222 $37,404,222

TECHNICAL OR MECHANICAL DEFECTS OR CONFLICTS WITH EXISTING LEGISLATION:

Section 4 (1)(a) strikes September 30, 1984 and inserts June 30, 1985. This amendment would extend the effective
date of the first phase of the coal severance tax royalty deduction by 9 months. The fiscal note has been pre-
pated assuming this was a drafting error and not the intent of the legislation.
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COMMITTEE
ON TAXATION
RECOMMEND DO NDT PASS
OBJECTION RAISED TO
ADVERSE COMMITTEE REPORT

INTRODUCED BY
;;—o,k
.31{; E it
IL R ‘N ACT EN % "AN ACT _CREA
o -
INF Fb '%ﬂ TRUST D; CHANGING THE REPORTING AND TAX

PAYMENT PERIOD FOR WITHHOLDING TAXES, COAL SEVERANCE TAXES,

AND OIL AND GAS SEVERANCE TAXES: AMENDING SECTIONS 15-1-501,

15-~30-204, 15-35-102, 15-35-104, 15-35-105, 15-35-108,
15-36-102, 15-36-105, 15-36-107, AND 15-36-112, MCA; AND

PROVIDING EFFECTIVE DATES."

WHEREAS, the Governor's Task Force on Infrastructure
Eound that at least $100 million in repairs to the state's
municipal water supply systems was needed in 1983; and

WHEREAS, the same Task Force further found that $231
million in repairs is needed to bring Montana's public sewer
systems up to current standards; and

WHEREAS, the cost to bring Meontana's streets and county
roads into good condition is estimated at $8 billion in
1984: and

WHEREAS, 52 of Montana's 53 county jails need a minimum
of $56 million in improvements to comply with constitutional
standards; and

WHEREAS, much of the other infrastructure within the

state, including the infrastructure of the university

@Mﬂ Legusiatve Counci

-
¢Nc THE MONTANA MiAAm

10
11
12
13
13
15
16
17
i8
19
20
21
22
23
24
25

LC 1818/01

system, is in need of expansion, repair, or replacement; and

WHEREAS, the creation of the Montana Infrastructure
Trust Fund is an appropriate use of state revenues,
including general fund revenues, provided that the interest

income is used at least initially to reimburse the general

fund.

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

NEW SECTION. Section 1. Montana infrastructure trust
fund. (1) There is a permanent Montana infrastructure trust
fund. The fund consists of:

{a) all taxes deducted and withheld from wages, as
provided in 15-30-202, during the period beginning July 1,
1985, and ending September 1, 1985;

(b) all coal severance taxes owed the state, as
provided in 15-35-104, on the production of coal, as
provided in 15-35-103 and 15-35-104, during the period
beginning July 1, 1985, and ending September 1, 1985, except
that portion of coal severance taxes required to be
deposited in the coal severance tax trust fund under
15-35-108 and Article IX, section 5, of the Montana
constitution;

{(c) all oil and gas severance taxes owed the state on
the production of any petroleum or other mineral or crude

oil or natural gas, as provided in 15-36-101 and 15~36-102,
SECOND READING

HB 72¢
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during the period beginning July 1, 1985, and ending
September 1, 1985;

(d) except as provided in subsection (2), all interest
and other income earned on the trust fuynd; and

(e} any other funds that the legislature may from time
tc time appropriate to the trust fund.

(2) The legislature may appropriate the interest and
other ilncome to:

(a) the general fund, but only until the amount
deposited in the trust fund, as required under subsections
{1)ta) through (l)(c), has been reimbursed to the general
fund; and

(b} construct, maintain, or preserve the
infrastructure of the state, including the  university
system, counties, and municipalities.

Section 2. Section 15-1-501, MCA, is amended to read:

"15-1-501. Disposition of moneys from certain
designated license and other taxes, (1) The state treasurer
shall deposit to the credit of the state general fund aill
moneys received by him from the collection of:

(a) automobile driver‘s license fees under subsections
(1) through (6) of 61-5-111;

{b) electrical energy producer's license taxes under

chapter 51;

(c) severance taxes allccated to the general fund
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under chapter 36;
(d) 1liguor license taxes under Title 16;

(e} telephone f[company] license taxes under chapter

53; and
(f) inheritance and estate taxes under Title 72,
chapter 16.

{(2) Seventy-five---pereent Except as provided in

(section 1], 75% of all moneys received from the collection

of income taxes under chapter 30 and corpeoration license and
income taxes under chapter 31, except as provided in
15-31-702, shall be deposited in che generai fund subject to
the prior pledge and appropriation of such income tax and
corporation license tax collections for the payment of
long-range building program bonds. The remalning 25% of the
proceeds of the corporation license tax, excluding that
allocated toc the counties under 15-31-702, corporation
income tax, and income tax shall be deposited to the credit
of the state special revenue fund for state equalizatien aid
to the public schools of Montana.

(3) The state treasurer shall alsc deposit to the
credit of the state general fund all meneys received by him
from the collection of license taxes, fees, and all net
revenues and receipts from all other sources under the
operation of the Montana Alcoholic Beverage Code.

(4) Thircty-three and one-third parcent of the total

—-4-
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collections of the oil severance tax under cﬁapter 36 shall
pe deposited into the local government block grant account
witnin the state special revenue fund. After cthe
distribution provided for in 15-36-112, the remainder of the
0il severance tax collections shall be deposited in the
general fund."

Section 3. Secticn 15-30-204, MCA, is amended to read:

"15-30-204. gQuarterty---payment Payment. (1) On or

before the last day of each month, every employer subject to

the provisions of 15-30-202 and 15-30-203, except as

provided in subsections (2) and (3), shall file a return in

such form and containing such information as may be required

by the department and shall pay therewith the amount

required by 15-30-202 to be deducted and withheld by said

employer from wages paid during the preceding month.

(2} An employer subject to the provisions of 15-30-202

and 15-30-203 whose  projected total liability for

withholdings does not exceed $1,000 in 1 month may,

following application to and written approval by the

department, in lieu of the return and payment reguired under

subsecticn (L}, on or before the last day of the months of

April, July, October, and January ©Of each calendar year,
ayery--—smpisyar--subject-—to-the-proviatens-of-315-34-2062-and
:5-38-2683-asmat: file a return in such form and contalning

34CA  information as may be required oy the department and
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shati pay therewith the amount required by 15-30-202 to be
deducted and withheld by said employer from wages paid
during the preceding quarterly pericd of 3 months.

t2¥(3) If the total amount of the tax withheld by an
employer under the provisions of 15-30-202 upon the wages of
all employees of any employer is less than $10 in each
quarteriy monthly period of any year, such employer shall
not be required to file the monthly or quarterly returns or
to make the monthly or quarterly payments as provided in the
preceding subsection (1) or (2}, but in lieu thereof such
employer shall, on or before February 15 of the year
succeeding that in which such wages were paid, file an
annual return in such form as may be required by the
department and shall pay therewith the amount required to be
deducted and withheld by the employer from all wages paid
during the preceding calendar year.

t31(4) If the department has reason to believe that
collectjon of the amount of any tax withheld is in jeopardy,
it may proceed as provided for under 15-30-312 with respect
to jeopardy assessments of income tax."

Section 4. Section 15-35-102, MCA, is amended to read:

"15-35-102. Definitions. As used in this chapter, the
following definitions apply:

(1) "Contract sales price" means either the price of

coal extracted and prepared for shipment f.o.b. mine,
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excluding that amount charged by the seller to pay taxes

paid on production, or a price imputed by the department

under 15-35-107. Contract sales price must bhe based on the

statements required in 15-35-104 and includes all royalties

paid on production, no matter how such royalties are
calculated. However, with respect to rovalties paid to the
government of the United States, the state of Montana: ar a
federally recognized Indian tribe, the contract sales price
includes only:

(a) for quarteriy monthly pericds ending on and after
September-~307-1984 June 30, 1985, 15 cents per ton plus 75%
of the difference between 15 cents per ton and the amount of
such federal, state, and tribal government royalties
actually paid;

(b) for quarterty monthly periods ending on and after
September 30, 1985, 15 cents per ton plus 50% of the
difference between 15 cents per ton and the amcunt of such
federal, state, and tribal government royalties actually
paid;

(c) for eguarteriy monthly periods ending on and after
September 30, 1986, 15 cents per ton plus 25% of the
difference betwean 15 cents per ton and the amount of such
federal, state, and tribal government royalties actually
paid: and

(dy for equarteriy monthly periods encéing on and after
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September 30, 1387, 15 cents per ton.

(2) "Department" means the department of revenue,

{3) "Energy conversion pracess” includes any process
by which e¢ocal in the solid state is transformed into slurry,

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

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

(5} “Strip mining” or “surface mining" is defined in
82-4-203,

(6) “"Taxes paid on production" includes any tax paid

to the federal, state, or 1local governments upon the
quantity of c¢oal produced as a function of either the volume
or the value of production and does not ianclude any tax upon
the value of mining equipment, machinery, or buildings and
lands, any tax upon a person's net inccme derived in whole
or in part from the sale of ccal, or any license fee.

{7) "Ton" means 2,000 pounds.

{8) "Underground mining" means a coal mining method
utilizing shafts and tunnels and as further defined in
82-4-203."

Section 5. Section 15-35-104, MCA, :s amended to read:

"15-35-104. Guarteriy Monthly statement and payment of
tax. Each coal mine operator shall compute the severance tax
due con each guarter-year's month's worth o©f preoduction on
forms prescribed by the department. The statement shall

indicate the tonnage produced, the average 3tu value of the

-8~
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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
30 days focllowing the eclese end of the quareer month. The
form shall be signed by the operator if the operator is an
individual or by an officer ef the coal mine cperator if the
operator is a business entity. A person operating more than
cone coal mine in this state may include all of his mines in
one statement. The department may grant & reasonable
extension of time for filing statements and payment of taxes
due upon good cause shown therefor.”

Section 6. Section 15-35-105, MCA, is amended to read:

"15-35-105. Penalty for delinquent tax. The department
shall add to the amount of all delinguent severance taxes a
penalty of 10% of the delinquent amount plus interest at the
rate of 1% per month or fraction thereof computed on the
cetal améunt of severance tax and penalty. Interest shall be
computed from the date the severance tax was due to the date
of payment. The department shall mail to the person required
ro file a gquarterty monthly report and pay any severance
tax, a .etter setting forth the amcuat of tax, penalty, and
interest due, and the letter shall ZIyrther contain a
statement that {if payment is not made, a warrant for

distra.nt may be Eiled. The penalty amount may be waived by
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the department 1if reasonable cause for the failure or
neglect to flle the quarteriy monthly statement is provided
to the department.”
Section 7. Section 15-35-108, MCA, is amended to read:
"15-35-108. Disposal of severance taxes. Severance

Except as provided in [secticn 1], severance taxes collected

under the provisions of this chapter are allocated as
follows:

{l1) To the trust fund created by Article IX, section
5, of the Montana constitution, 25% of total collections a
year. After December 31, 1979, 50% of coal severance tax
collections are allocated to this trust fund. The trust fund
moneys shall be deposited in the fund established under
17-6-203(5) and invested by the board of investments as
provided by law.

{2) Starting July 1, 1986, and ending June 30, 1987,
6% of coal severance tax collections are allocated to the
highway reconstructien trust fund account in the state
special revenue fund. Starting July 1, 1987, and ending June
30, 1993, 12% of coal severance tax collectlons are
allocated to the highway reconstruction trust fund account
in the state special revenue fund.

(3} Ccal severance tax collections remaining after the
allocations provided by subsections (1) and (23 are

allocated in the following percentages of rhe remaining

-10-
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balance:

' {a) to the county in which coal is mined, 2% of the
severance tax pald on the c¢oal mined in that county until
January 1, 1980, for such purpcses as the governing body of
the county may determine;

(b) 2 1/2% until December 31, 1979, and thereafter
4 1/2% to the state special revenue fund to the credit of
the alternative energy research development and
demonstration account;

(c) 26 1/2% until July 1, 1979, and thereafter 37 1/2%
to the state special revenue fund to the credit of the local
impact and education trust fund account:

{(d) for each of the 2 fiscal years following June 30,
1677, 13% to the state special revenue fund to the credit of
the coal area highway improvement account;

(e) 1l0% to the state special revenue fund for state
equalization aid toc public schools of the state;

{f) 1% to the state special revenue fund to the credit
of the county land planning account;

(g} 1 1/4% to the credit of the renewable resource
development bond fund;

(h) 5% to a nonexpendable trust fund for the purpose
of parks acquisition or managemeat, protection of works of
art in the state capitol, and cther cultural and aesthetic

projects., Income from this trust fund shall be appropriated
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as follows:

(i} 1/3 for protection of works of art in the state
capitol and other cultural and aesthetic projects; and

(ii) 2/3 for the acquisition of sites and areas
described in 23-1-102 and the operation and maintenance of
sites so acquired;

(i) 1% to the state special revenue fund to the credit
of the state library commission for the purposes of
providing basic library services for the residents of all
counties through library federations and for payment of the
costs of participating in regional and national networking;

(§) 1/2 of 1% to the state special revenue fund for
conservation districts;

(k) 1 1/4% to the debt service fund type to the credit
of the water development debt service fund;

(1) all other revenues from severance taxes collected
under the provisions of this chapter to the credit of the
general fund of the state.”

Section 8. Section 15-36-102, MCA, is amended to read:

"15-36~102. Quarteriy Monthly payment of tax. Such
severance tax shall be paid in quarterty monthly
installments fer-the-quarteriy-periods-ending;-respectivetys
Mareh~-3t;--Juna--30;--September—385;-and-dDecembar-3t-of-cach
year, and the amount of the tax for each quarteriy monthly

period shall be paid te the department of revenue within 68

-12-
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30 days after the end of each quarteriy-period month."
Secticon 9. Section 1%-36-105, MCA, is amended to read:
"15-36-105. Statement to accompany payment —-- records

-- collection of tax -- refunds. (1) Each and every person

must, within 66 30 days after the end of each feilowing

quarter month, make out on forms prescribed by the
department of revenue a statement showing the total number
of barrels of merchantable or marketable petroleum and other
mineral or crude oil or cubic feet of natural gas produced
or extracted by such person in the state during each the
month ef-suemh-quarter-and-during-the-whote-guartersy and the
average value therecf during each the month, and-the-totat
vartue-tnarecf-for—-the-whote-quartery together with the total
amount due to the state as severance taxes for such quarter
month, and must within such 68 30 days deliver such
statement and, except as provided in 15-36-121, pay to the
department the amount of the taxes shown by such statement
to be due to the state for the gquarter month for which such
statement is made. Such statement must be signed by the
individual ar the president, vice-president, treasurer,
assistant creasurer, or managing agent in this state of the
associarion, corporation, joint-stock company, or syndicate
making tne statement. Any such person engaged in carrying cn
sych bpssiness at more than o¢one place ipn this state or

quwning, leasing, controlling, or cperating more than one oil
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or gas well in this state may include all thereof in one
statement. The department shall receive and file all such
statements and collect and receive from such person making
and filing a statement the amount of tax payable by such
person, if any, as the same shall appear from the face of
the statement.

{2) It shall be the duty of the department to examine
each of such statements and compute the taxes thereon, and
the amount so computed by the department shall be the taxes
imposed, assessed against, and payable by the taxpayer
making the statement Ffor the quareer month for which the
statement is filed. If the tax found to be due shall be
greater than the amount paid, the excess shall be paid by
the taxpayer to the department within 10 days after written
notice of the amount of the deficiency shall be mailed by
the department to such taxpayer. If the tax imposed shall be
less than the amount paid, the difference must be applied as
a credit against tax liability for subsequent quarters
months or refunded if there is no subsequent tax liability.*

Section 10, Section 15-36-107, MCA, is amended to
read:

"15-36-107. Procedure to compute tax in absence of
statement -- penalty and interest. If any such person shall
fail, neglect, or refuse to file any statement required by

15-36-105 within the time therein required, the department

~14d-
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of revenue shall, immediately after éuch time has expired,
proceed to inform itself as best it may regarding the number
of barrels of petroleum and other mineral or c¢rude oil or
cubic feet of gas extracted and produced by such person in
this state during--such-quarkter-and during each applicable
month theresf and the average value therecof during each such
month and shall determine and fix the amount of the
severance taxes due to the state from such person for such
gquareers month and shall add to the amount of such severance
taxes a penalty of 25% thereof plus interest at the rate of
1% per month or fraction thereof computed on the total
amount of severance taxes and penalty. Interest shall be
computed from the date the severance taxes were due t& the
date of payment, The department shall mail te the person
required to file a gquarteriy monthly statement and pay any
severance tax, a letter setting Eorth the amount of
severance tax, penalty, and interest due, and the letter
shall Further contain a statement that if payment is not
made, a warrant for distraint may be filed. The 25% penalty
herein provided may be waived by the department if
reascnable cause Eor the failure and neglect to file the
statement required by 15-36-105 1is provided to the
department.”

Section 11. Section 15-36-112, MCA, 1is amended to

read:
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"15-36-112. Disposition of woil and gas severance
taxes., (1) Each year the department of revenue shall
determine the amount of tax collected under this chapter
Erom within each county.

(2) Fhe Except as provided in ([section 1], the

severance taxes collected under this chapter are allocated
as follows:

ta) 33 1/3% of the o0il severance tax, not to exceed
$42 million for the biennium ending June 30, 1985, is
deposited in the local government block grant account within
the state special revenue fund;

{b) the amount, 1f any, by which the tax collected
from within a county for any fiscal year exceeds the tetal
amount collected Erom within that county f£cr the previcus
fiscal year, by reason o©of increased production and not
because o¢f increase in or elimination of federal price
ceilings on oil and gas, ls allocated to the general fund of
the county for distribution as provided in subsection (3}):

{c} any amount not allocated to the local government
block grant account or the county under subsection (2)(a) or
(2)(b) is allocated to the state general fund.

{(3) {a) The county treasurer shall distribute the
money received under subsection (2)(b) of this section to
the county and to all the incorporated citlies and towns

within the county 1in the following manner. The county
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receives the available money multiplied by the ratio of the
rural population to the county population. Each incorporated
municipality receives the available money multiplied by the
ratio of the population of the incorporated municipality to
the county population. The rural population 1is that
population of the county living outside the boundarigs of an
incorporated municipality. Population shall he based on the
most recent figures as determined by the department of
commerce.

{b) The money distributed under this subsection may be
used for any purpose as determined by the governing body of
the county, city, or town,"

NEW SECTION. Section 12. Extension of authority. Any
existing authority of the department of revenue to make
rules on the subject of the provisions of this act ig
extended to the provisions of this act.

NEW SECTION. Section 13. Effective dates. (1}
Sections 1 through 11 are effective July 1, 1985.

{2) Section 12 and this section are effective on
passage and approval, but no rules adopted under section 12
may be made effective before Jjuly 1, 1985.

~End-
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