
HOUSE BILL NO. 252 

INTRODUCED BY HANSON, GALT, BOYLAN, BISHOP, POFF, 
HIRSCH, THAYER, SWIFT, O'CONNELL, MCCORMICK, KEATING 

JANUARY 16, 1987 

FEBRUARY 13, 1987 

FEBRUARY 14, 1987 

FEBRUARY 17, 1987 

MARCH 5, 1987 

MARCH 6, 1987 

MARCH 7, 1987 

MARCH 9, 1987 

MARCH 25, 1987 

\ 

MARCH 26, 1987 

MARCH 27, 1987 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

COMMITTEE RECOMMEND BILL 
DO PASS. REPORT ADOPTED. 

PRINTING REPORT. 

ON MOTION, CONSIDERATION PASSED 
UNTIL THE 49TH LEGISLATIVE DAY. 

SECOND READING, DO PASS AS AMENDED. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 65; NOES, 33. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

ON MOTION, TAKEN FROM COMMITTEE ON 
TAXATION AND PLACED ON SECOND 
READING THIS DAY. 

SECOND READING, CONCURRED IN. 

ON MOTION, CONSIDERATION PASSED. 
FOR THE DAY. 

THIRD READING, CONCURRED IN. 
AYES, 30; NOES, 20. 

RETURNED TO HOUSE. 



IN THE HOUSE 

MARCH 28, 1987 RECEIVED FROM SENATE. 

SENT TO ENROLLING. 

MARCH 31, 1987 ENROLLING REPORT. 

APRIL 1, 1987 SIGNED BY SPEAKER. 

IN THE SENATE 

APRIL 1, 1987 SIGNED BY PRESIDENT. 

IN THE HOUSE 

APRIL 1, 1987 DELIVERED TO GOVERNOR. 

APRIL 6, 1987 RETURNED FROM GOVERNOR WITH 
RECOMMENDED AMENDMENTS. 

APRIL 17, 1987 SECOND READING, GOVERNOR'S RECOM-
MENDED AMENDMENTS NOT CONCURRED IN. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

APRIL 20, 1987 ON MOTION, PLACED ON SECOND 
READING THIS DAY. 

SECOND READING, GOVERNOR'S RECOM-
MENDED AMENDMENTS CONCURRED IN. 

ON MOTION, RULES SUSPENDED TO PLACE 
BILL ON THIRD READING THIS DAY. 

THIRD READING, GOVERNOR'S RECOM-
MENDED AMENDMENTS CONCURRED IN. 

RETURNED TO HOUSE. 

IN THE HOUSE 

APRIL 20, 1987 RECEIVED FROM SENATE. 

ON MOTION, FREE CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED. 



IN THE SENATE 

APRIL 20, 1987 ON MOTION, FREE CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED. 

IN THE HOUSE 

APRIL 21, 1987 FREE CONFERENCE COMMITTEE REPORTED. 

SECOND READING, FREE CONFERENCE 
COMMITTEE REPORT ADOPTED. 

APRIL 22, 1987 THIRD READING, FREE CONFERENCE 
COMMITTEE REPORT ADOPTED. 

IN THE SENATE 

APRIL 22, 1987 FREE CONFERENCE 
COMMITTEE REPORT ADOPTED. 

IN THE HOUSE 

APRIL 22, 1987 SENT TO ENROLLING. 
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TAX RATES; REVISING LEGISLATIVE FINDINGS AND DECLARATIONS OF 

PURPOSE; AMENDING SECTIONS 15-35-101 THROUGH 15-35-104 AND 

15-35-202 THROUGH 15-35-204, MCA; AND PROVIDING AN EFFECTIVE 

DATE AND A RETROACTIVE APPLICABILITY DATE." 

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

Section 1. Section 15-35-101, M.CA, is amended to ·read: 

"15-35-101. 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: 

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

w-hile being easily found in abundance in Montana; 

(b) coal ~s the only mineral which is so often 

marketed through sales contracts of many years• duration; 
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{c) coal, unlike most minerals, varies widely 

composition and consequent value when marketed: 

(d) coal in Montana is subject to regional 

national demands for development which could affect 

in 

and 

the 

economy and environment of a larger portion of the state 

than any other mineral development has done; 

(e) subbituminous coal and lignite coal in Montanar 

wh@n--~~bet~ttm±no~~--and--~@eoverab~@-by-~er~p-m~nin9,-±~-ift 

sttEEiei@nt-demand-thet-ae-rea~~-one-~hi~d-oE--tfte--p~tee--re 

eommands--at--the--mine--may--9o--~o--tne--eeonemic-reftt~-of 

reyalt±e~-and-predttetion-taxes have sufficiently different 

markets and value and therefore require different production 

~· 
tft--eoal--±n--the--r±~n±ee--~erm-is-in-ie~~-demand-and 

pred~eer~-eE-l~~nite-are--ab%e--to--pay--ie~ser--ame~nts--oE 

royaity--and--proddct±on-tex-than-prodtte~r~-of-~ttbbitttm~~o~~ 

eaft-pay7 

t~till 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; and 

thti91 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- INTRODUCED BILL 
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l (2) The legislature declares that the purposes of this 

2 chapter are to: 

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

4 remain a constant percentage of the price of coal; 

5 (b) stabilize the flow of tax revenue from coal mines 

6 to local governments through the property taxation system; 

7 (c) simplify the structure of coal taxation in 

8 Montana, reducing tax over lap and improving the 

9 predictability of tax projections; and 

10 (d) accomplish the foregoing purposes by establishing 

ll categories of taxation which recognize the unique character 

12 of coal as well as the variations found within the coal 

l3 industry." 

14 Section 2. Section 15-35-102, MCA, is amended to read: 

15 ''15-35-102. Definitions. As used in this.chapter, the 

16 following definitions apply: 

17 (1) "Agreement" means a signed contract that is valid 

18 under Montana law between a coal mine operator and a 

19 purchaser or broker for the sale of coal that is produced in 

20 Montana. 

21 ( 2) ''Base consumption level" for a purchaser means the 

22 greater lesser of: 

23 (a) the a~i~hme~ic-average volume of coal purchased 

24 during calendar years--%983--a~d--±984 year 1986 from all 

25 Montana coal mine operators; or 
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(b) the greater of: 

(i) the arithmetic average volume of coal purchased 

during calendar years 1983 and 1984 from all Montana coal 

mine operators; or 

ilil 90% of the maximum tonnage provided for 1n any 

agreement executed prior to January 1, 1985, for which the 

highest scheduled minimum quantity of coal stipulated by the 

terms of the agreement as they existed on January 1, 1985, 

has not been purchased at any time during the term of the 

agreement, plus the arithmetic average volume of coal 

purchased during calendar years 1983 and 1984 from all 

Montana coal mine operators under all other agreements. 

(3) "Base production level'' for a coal mine operator 

means the lesser of: --·--·------

(a) the arithmetic average volume of coal produced in 

Montana and sold to a purchaser in calendar years 1983 and 

1984~ 

(b) the volume of coal produced in Montana and sold to 

a purchaser in 1986. 

(4) "Broker" means any person who resells Montana 

coal. 

(5} ''Contract sales price" means either the price of 

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

excluding that amount charged by the seller to pay taxes 

paid on production, or a price imputed by the department 
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under 15-35-107. Contract sales price 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 quarterly periods ending on and after 

September 30, 1984, 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 quarterly periods ending on and after 

September 30, 1985, 15 cents per ton plus SO% of the 

difference between 15 cents per ton and the amount of such 

federal, state, and tribal government royalties actually 

paid; 

(c) for quarterly 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 quarterly periods ending on and after 

September 30, 1987, 15 cents per ton. 

16 I 

( 7 I 

''Depdrtment'' means the department of revenue. 

''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. 

(8) "Incremental production" means that quantity of 

coal produced annually by a coal mine operator and sold to a 

qualified purchaser that exceeds the base production level 

of the coal mine operator for that purchaser, but only to 

the extent the quantity of coal exceeds that purchaser's 

base consumption level from all Montana producers. 

(9) ''Lignite'' means coal with a heating quality of 

7,000 Btu's per pound or less. 

t9t1..!._9~ "Produced" means severed from the earth. 

ti::971..!...!..1 "Purchaser" means a person who purchases or 

contracts to purchase Montana coal directly from a coal mine 

operator or indirectly from a broker and who utilizes that 

coal in any industrial, commercial, or energy conversion 

process. A coal broker or any other third party intermediary 

is not a purchaser under the provisions of this chapter. 

t±:l:-tJ. .. !Il "Qualified purchaser" means a purchaser whose 

purchases of Montana coal in any given year exceed his base 

consumption level. A purchaser of Montana coal who enters 

into a coal agreement with another purchaser or a broker 

that causes a reduction in the base consumption level of a 

purchaser is not a qu<)lified purchaser. 

tX%t_L_Uj_ "Strip mining'' or "surface mining" is defined 

in 82-4-203. 
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{14} "Subbituminous" means coal _"fj._!!:l __ ?- heating quality 

of more than 7,000 Btu's per pound. 

tr3t~ "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 coal, or any license fee. 

ti4ti!.§l_ "Ton" means 2,000 pounds. 

t±5ti_l21 "Underground mining'' means a coal mining 

method utilizing shafts and tunnels and as further defined 

in 82-4-203." 

Section 3. Section 15-35-103, M.CA, is amended to read: 

"15-35-103. Severance tax rates imposed 

exemptions. (l} A severance tax is imposed on each ton of 

coal produced in the state in accordance with the following 

schedule: 

Hee~t:1::n9'-qtte%~t:y Sttr~e:ee-- 6nder9'r'Ot:tnd 

tBt:t:l-pt!r-~ettnd M~ninq-- M-i-nin9---

---o~-eoe:it-:-

Hnd.ef'-~,-999 %-i-et!nt:a-or s-eent~-or 

ittt-o~- ..... e:itte ~%-o£-vlt-l=tt~ 

:r,-aaa-e,aae ii-eent~-or 8-eent:s-or 

36%-o£-yeitte 4%-o£-YI!t-l=tte 
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8,-999-9.,999 34-eef'lt:~-or %6-eent:s-or 

39%-o£-v.att:~e 4%-o~-.,a±tte 

aver-9-,999 49-eents-or -l=i-eef'lt:s-or 

39%-o£-...,td::tte 4%-of-va±tte 

(a) on surfdce-mined subbituminous coal: 

(i) In Fiscal On Base 
----~--

Year Beginning: Consumption: 

,J1lly_ 1,_, .. !.'!.~ 30% of value 

JUlJ:: l, 1988 25% of value ----·------

Jul~ 1, 1989 20t of value 

.July 1, 1990 20% of value 

After June 30, 1991 15% of value 
----·~----

l!U on incremental Eroduction after January l, 1987, 

the tax rate is 15% of value. 

ibi On surface-mined lignite coal: 

lil In Fiscal On Base 

Year Beginning: ConsumE:tion: 

Jul~ l, 1987 20\ of value 

July l' 1988 17\ of value 

Jul~ 1, 1989 13\ of value 

Julz: 1, 1990 13% of value 

After June 30, 1991 10\ of value 

( i i) on incremental Eroduction after Januar~ l, 1987, 

the tax rate is 10% of value. 

lei On underground-mined coal: 
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lignite, 3% of value 

subbituminous, 4% of value 

11 Value" means the contract sales price. 

t~t--~he-£ormtt~a-wnieh-y~eids-the-9~eater-am~tt~~-of-~a~ 

in--o--partiettiar--ca~e--shali-he-ttsed-ae-eaeh-point-on-thi~ 

:5ehedttie":" 

t3t~ A person is not liable for any severance tax 

upon 50,000 tons of the coal he produces Ln a calendar year, 

except that if he produces more than 50,000 tons oE coal in 

a calendar year, he will be liable for severance tax upon 

all coal produced in excess of the first 20,000 tons. 

t4till A new coal production incentive tax credit may 

be claimed on certain coal as provided in 15-35-202.'' 

Section 4. Section 15-35-104, MCA, is amended to read: 

11 15-35-104. 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. Each coal mine operator __ shall provide a statement 

of the tons of cc;>~_l sold to each__purchaser for~uarter. 

The completed form in duplicate, with the tax payment, shall 

be delivered to the department not later than 30 days 
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following the close of the quarter. The form shall be signed 

by the operator if the operator is an individual or by an 

officer of the coal mine operator if the operator 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 good cause 

shown therefor." 

Section 5. Section 15-35-202, MCA, is amended to read: 

"15-35-202. New coal production incentive tax credit 

allowed --application limited. {1) A coal mine operator is 

entitled to a new coal production incentive tax credit of 

33 1/3% of the tax imposed under 15-35-103 on any 

incremental production produced and sold during calendar 

years 1985 and 1986. 

(2) A coal mine operator is entitled to a new coal 

production incentive tax credit of 33 l/3% of the tax 

imposed under 15-35-103 on incremental production fo~-the 

en~±~e--term--of--an--89reement, except as provided in 

subsection (3), if the incremental production resulted from 

coal purchases under: 

(a) an existing agreement which was extended between 

January l, 

period; or 

1985, and June 30, 1987, for at least a 5-year 

(b) a new agreement that was executed between January 
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1, 1985, and June 30, 1987. 

(3) No credit may be claimed for coal produced prior 

to January 1, 1985, or after Decembe_!_~~ 1986." 

Section 6. Section 15-JS-203, MCA, is amended to read: 

"15-35-203. Calculation and application of credit. (l) 

The amount of new coal production incentive tax credit that 

a coal mine operator may claim against the tax imposed in 

15-35-103 is calculated by: 

(a) determining the incremental production for each of 

his qualified purchasers that was produced during a calendar 

year; 

(b) determining the arithmetic average severance tax 

per ton calculated prior to application of the credit on 

coal sold to each qualified purchaser during the calendar 

year; 

(c) multiplying the increment~! production for a 

calendar year for a purchaser by the average severance tax 

per ton for that purchaser and multiplying the total by 

33 1/3%; and 

{d} totaling the amount so calculated for all 

qualified purchasers. 

{2} When filing the quarterly statement required in 

15-35-104, a coal mine operator may claim against the coal 

severance tax calculated for that quarter an amount equal to 

25% of the new coal production incentive tax credit allowed 
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on incremental production that occurred during the previous 

calendar year. Credits earned prior to January 1, 1987, may 

be claimed in accordance with this subsection. 

(3) If in any calendar year a purchaser exceeds his 

base consumption level and he has purchased from more than 

one Montana coal mine operator during the year, the credit 

on the incremental production must be divided among the 

operators on a pro rata basis. To determine each coal mine 

operator's pro rata share of the tax credit, each operator 

shall divide his incremental production by the sum of all 

coal mine operators' incremental production for that 

purchaser and multiply the quotient by the purchases in 

excess of the base consumption level for that purchaser. 

(4} Neither a coal mine operator nor a purchaser is 

entitled to a dir·ect payment for the credit allowed in 

15-35-202. A credit terminates if not taken during the year 

following the year in which the incremental production 

occurred. 

(5) Each coal mine operator must reduce the delivered 

price of coal sold to each qualified purchaser by an amount 

equal to the credit received on incremental production sold 

to that purchaser." 

Section 7. Section 15-35-204, MCAw is amended to read: 

"15-35-204. Reporting requ1rements for credit -- duty 

of department. (1} Every Montana coal mine operator must 

-12-
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provide to the department: 

(a) on or before April 30, 1985 1987, a list showing 

the amount of coal produced and sold in calendar years 1983~ 

and 1984, and 1986 to every purchas_er, including purchasers 

who obtained coal from the coal mine operator through a 

broker; and 

(b) with the quarterly statement required by 

15-35-104, a list of the number of tons produced and sold to 

every purchaser during the quarter and the severance tax 

calculated prior to the application of the credit on these 

tons. 

(2) To 

15-35-202, a 

department: 

be eligible for the tax credit provided for in 

coal mine operator must furnish to the 

(a) on or before April 30, 1985, copies of all 

existing coal sales agreements; 

(b) with 

15-35-104, 

extensions 

quarter; 

a 

of 

the quarterly statement required by 

copy of any new coal sales agreements or 

existing agreements executed during the 

(c) on or before January 31 of each year: 

(i) a list of incremental production for all qualified 

purchasers during the previous calendar yeari 

(ii) a written statement from each qualified purchdser 

verifying the volume of coal purchased in that year from all 
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Montana coal mine operators; and 

(iii) the necessary information on incremental 

production purchased through a broker to verify that such 

incremental production did not cause a reduction in the base 

consumption level of any other purchaser of Montana coal; 

and 

(d) any other data, reports, evid~nce, or production 

data that may be necessary for the department to determine 

whether a purchaser is a qualified purchaser and the base 

consumpt'ion level for each purchaser. 

(3) By July 1, 1985 1967, the department shall prepare 

and publish for informational purposes only an unaudited 

compilation of the base production level for each coal mine 

operator and a compilation of the base consumption level for 

each purchaser. 

(4) Any coal mine operator or purchaser may, for the 

purpose of determining the eligibility of coal production 

for the new production incentive tax credit, file with the 

department a petition for a declaratory ruling as provided 

in 2-4-501. The department shall issue a ruling on the 

petition within 90 days of the date the petition was filed 

with the department.'' 

NEW SECTION. Section 8. Extension of authority. Any 

existing authority of the department ot revenue to make 

rules on the subject of the provisions of this act is 

-14-
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extended to the provisions of this act. 

NEW SECTION. Section 9. 

to 15-35-103 in section 3 

incremental production after 

Applicability. The amendments 

that provide for tax rates on 

January l, 1967, apply 

retroactively, within the meaning of l-2-109. 

NEW SECTION. Section 10. Effective date. This acL is 

7 effective July 1, 1987. 

-End-
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~ STATE OF MONTANA - FISCAL NOTE 

Form BD-15 
In compliance with a written request, there is hereby submitted a Fiscal Note for HB252, as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act lowering coal severance tax rates; revising legislative findings and declarations of purpose; and providing 
an effective date and a retroactive applicability date. 

ASSUMPTIONS: 
· 1. The Revenue Estimating Advisory Council's coal severance tax estimates provide the basis of comparison. 

2. Coal severance tax collections under current law will be $78,663,DOO in FY88, and $81,856,000 in FY89. 
3. Coal severance tax collections under the proposed law will be $77,900,000 in FY88, and $67,300,000 in FY89 

(based on REAC assumptions of incremental production). 
4. Coal severance tax collections will be decreased $170,000 in FY87 (the proposed law impacts one quarter 

of collections in FY87). 
5. The proposal will have no effect on the amount of coal produced in the biennium. 

DATE 
MARIAN HANSON, PRIMARY SPONSOR 

Fiscal Note for HB252, as introduced. 

~~~·- , .... 



J.<'orm BD-15 
Page 2 

;EISCAL .IMPACT: 
Revenues: ~ 

Coal Severance Tax 
Current Lew 
$78,663,000 

FY68 
. Proposed J,.aw 
:$77,900,000 

Difference 
($763,000) 

Current Law 
$81,856,000 

Proposed'Law 
$67,300,000 

Difference 
($14,556,000) 

Fund ·Information: 

Fund 
Coal Tax Trust Fund 
Alternative Energy 
Local Impact 
Education Trust 
School Equalization 
County Land Planning 
Renewable Resource 
Parks Acquis. & Maint. 
State Library Comm. 
State General Fund 
Water Development 
Conservation Districts 
Highway Fund 

TOTAL 

FY88 
Revenue Under Reven~nder 
Current Law 
$39,331,500 

1,345,137 
5,231.090 
5,978,388 
2,989,194 

298,919 
377,582 

0 
298,919 

12,845,668 
377,582 
149,460 

9 1 439,560 
$78,663,000 

Proposed Law 
$38,950,000 

1,332,090 
5,180,350 
5,920,400 
2,960,200 

296,020 
373,920 

0 
296,020 

12,721,070 
373,920 
148,010 

9,348 1 000 
$77,900,000 

Difference 
($381,500) 
( 13,047) 
( 50,740) 
( 57,988) 
( 28,994) 
( 2,899) 
( 3,662) 

0 
( 2,899) 
( 124,598) 
( 3,662) 
( 1,450) 
( 91,560) 
($763,000) 

Trust Fund Interest Earnings Impact (Revenue :Decrease) 

FY88 FY89 
Education Trust 

Adult Basic ·Education/Yo-Tech .$ 686 '$ 5,871 
Foundation Program 4~629 39,628 
Board of Regents 1~549 13l209 

~ 
:Revenue Under Revenue Under 
Current Law 
$40,928,000 

1,399,738 
5,443,424 
6,221,056 
3,110,528 

311,053 
392,909 

0 
311,053 

13,367,085 
392,909 
155,526 

9 .. ,822, 720 
'$B1, 856, 000 

F¥90 

Proposed Law 
$33,650,000 

1,150,830 
4,475,450 
5,114,800 
2,557,400 

255,740 
323,040 

0 
255,740 

10,990,090 
323,040 
127,870 

8,.076,000 
$67,300,000 

FY91 

$ 19,753 $ 38,359 
133,331 258,923 
44.443 86 1 308 

TOTAL $ 6,858 :$ 58,708 $19l ,527 $383,590 

·Pe;mnanent [';rust 
·General Fund $44,235 $359,935 $1' 161,292 '$2,204,129 
Permanent ·Fund 7 1 806 63 1 518 204.933 388 1 964 

TOTAL .$52,·041 "$423,453 $1,366,225 $2,593,093 

...... 

.. 

Difference 
($ 7,278,000) 
( 248,908) 
( 96 7' 9 7 1>) 
( 1,106,2'56) 
( 553,1 .. < \ 
( 55,313) 
( 69,869) 

0 
( 55,313) 
( 2,376,995) 
( 69,869) 
( 27,656) 
( 11 746 1 720) 
($14,556,000) 

t4 8-:z.r~~~. 
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,. 
Fiscal Note Request, HB252, as introduced. 
Form BD-15 
Page 3 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 
Coal severance tax revenues would be $54.5 million in FY90 and $55.3 million in FY91 under the proposal. 

EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURES: 
Montana Economic Development Board financing would be reduced by $1.9 million in FY89, $3.6 million in FY90 and 
$4.1 million in FY91. 

. . . - ~,. 
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APPROVED B'l COMMITTEE 
ON TAXATION 

1 

A
r::~DUCED B'l 7J? 

rr_A~~f @'~4'"'~ 
BILL FOR AN ACT ENTITLED: "AN ACT LOWERING 
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TAX RATES; REVISING LEGISLATIVE FINDINGS AND DECLARATIONS OF 

PURPOSE; AMENDING SECTIONS 15-35-101 THROUGH 15-35-104 AND 

15-35-202 THROUGH 15-35-204, MCA; AND PROVIDING AN EFFECTIVE 

DATE AND A RETROACTIVE APPLICABILITY DATE," 

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

Section 1. Section 15-35-101, MCA, is amended to read: 

"15-35-101. 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: 

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

while being easily found in abundance in Montana; 

{b) coal 1s the only mineral which is so otten 

marketed through sales contracts of many years' duration; 

~~~'"'"~ !Pai~lat!llll CO&Jne>l 
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(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) subbituminous coal and lignite coal in Montana, 

when--~~eet~tlminotts--and--~eeoverab~e-ey-e~~~p-m±nin97-~~-±n 

~~ffieient-eeman~-th~t-at-~ees~-one-third-o~--the--price--it 

commande--at--the--m±ne--may--9o--te--the--eeonomie-rente-o~ 

roya~tie~-and-~rodttet±on-taxee have sufficiently different 

markets and value and therefore require different production 

taxes; 

tft--eoa~--±n--the--~%9n~te--rerm-%s-in-Te~e-demaftd-and 

prodtteer~-of-iign~t~-ar~--abie--to--~ay--lesser--amo~nt~--ef 

reyaity--and--~rodtlet±on-tax-~han-prod~eer~-of-§~bb!ttiminott~ 

ean-I"ay; 

t9tifl coal produced in underground mines has higher 

production costs and underground producers are able to pay 

lesser amounts of ~oyalty and production tax than strip-mine 

producers can pay; and 

thtigl 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- SECOND READING 
H!S-~S"" 
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{2) The legislature declares that the purposes of this 

chapter are to: 

(a) allow the severance taxes on coal production to 

remain a constant percentage of the price of coal; 

{b) stabilize the flow of tax revenue from coal mines 

to local governments through the property taxation system; 

(c) simplify the structure of coal taxation in 

Montana, reducing tax overlap and improving the 

predictability of tax projections; and 

(d) accomplish the foregoing 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. Section 15-35-102, MCA, is amended to read: 

''15-35-102. Definitions. As used in this chapter, the 

following definitions apply: 

{ 1) 11 Agreement" means a signed contract that is valid 

under Montana law between a coal mine operator and a 

purchaser or broker for the sale of coal that is produced in 

Montana. 

(2} usase consumption level 11 for a purchaser means the 

9reeter ~sse~ of: 

(a) the erithmetie-e~era9e volume 

during calendar ye~r~--1993--~nd--1984 

Montana coal mine operators; or 
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year 1986 from all 

1 

4 

5 

6 

7 

8 

9 

10 

11 

12 

lJ 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1411/01 

(b) the greater of: 

(i) the arithmetic_~verage vol~me of coal purcha~~~ 

during calendar years 1983 and 1984 from al.~ Montana coal 

mine operators; or 

...U...U 90% of the maximum tonnage provided for in any 

agreement executed prior to January 1 1 1985~ fur which the 

highest scheduled minimum quantity of coal stipulated by the 

terms of the agreement as they existed on January 1, 1985, 

has not been purchased at any time during the term of the 

agreement, plus the arithmetic average volume of coal 

purchased during calendar years 1983 and 1984 from all 

Montana coal mine op~rators under all other agreements. 

(3) "Base production level'1 for a coal mine operator 

means the lesser of: 

(a) the arithmetic average volume of coal produced in 

Montana and sold to a purchaser in calendar years 1983 and 

1984~r:_ 

~~~e volume of coal produced in Montana and sold to 

a purchaser in 1986. 

(4) '1 Broker 1
' means any person who resells Montana 

coal. 

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

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

excluding that dmount charged by the seller to pay taxes 

paid on production, or a price imputed by the department 

-4-
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under 15-35-107. Contract sales price 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) 

September 

for 

30, 

quarterly periods ending 

1984, 15 cents per ton 

on and after 

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 quarterly periods ending on and after 

September 30, 1985, 15 cents per ton plus 50% of the 

difference between 15 cents per ton and the amount of such 

federal, state, and tribal government royalties actually 

paid; 

(c) 

September 

for 

30, 

quarterly periods ending 

1986, 15 cents per ton 

on 

plus 

and after 

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 quarterly periods ending on and after 

September 30, 1987, 15 cents per ton. 

(6) 

(7) 

''Department'' means the department of revenue. 

''Energy conversion process'' includes any process 

-5-

1 

2 

3 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1411/01 

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

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

(8) ''Incremental production'' means that quantity of 

coal produced annually by a coal mine operator and sold to a 

qualified purchaser that exceeds the base produ~tion level 

of the coal mine operator for that purchaser, but only to 

the extent the quantity of coal exceeds that purchaser's 

base consumption level from all Montana producers. 

(9) ''Ligniten means coal with a heating quality of 

7,000 Btu's per pound or less. 

t9tl!..Q.l_ "Produced" means severed from the earth. 

tlet.1J:ll "Purchaser,. means a person who purchases or 

contracts to purchase Montana coal directly from a coal mine 

operator or indirectly from a broker and who utilizes that 

coal in any industrial, commercial, or energy conversion 

process. A coal broker or any other third party intermediary 

is not a purchaser under the provisions of this chapter. 

tliti!.ll "Qualified purchaser 11 means a purchaser whose 

purchases of Montana coal in any given year exceed his base 

consumption level. A purchaser of Montana coal who enters 

into a coal agreement with another purchaser or a broker 

that causes· a reduct ion in the base consumption level of a 

purchaser is not a qualified purchaser. 

t:3::-rti.!_D_ "Strip mining" or "surf<.tce mining'' is defined 

in 82-4-203. 

-6-



LC 1411/01 

1 {14) ''Subbituminous'' means coal with a heating quality 

of more than 7,000 Btu's_per pound. 

3 fi3t.i.l.21 "Taxes paid on production" includes any tax 

4 paid to the federal, state, or local governments upon the 

5 quantity of coal produced as a function of either the volume 

6 or the value of production and does not include any tax upon 

the value of mining equipment, machinery, or buildings and 

8 lands, any tax upon a person's net income derived in whole 

9 or in part from the sale of coal, or any license fee. 

10 ti4tL.!..§l "Ton" means 2,000 pounds. 

11 t±5tD.21 "Underground mining'' means a coal mining 

12 method utilizing shafts and tunnels and as further defined 

13 10 82-4-203." 

14 Section 3. Section 15-35-103, MCA, is amended to read: 

15 ''15-35-10]. Severance tax rates imposed 

16 exemptions. (1) A severance tax is imposed on each ton of 

17 coal produced in the state in accordance with the following 

18 schedule: 

19 Heat:-i:ng-q"Oe:T±t:y Sttr-£aee-- tln~et"gt"ottn~ 

20 tBttt-pe!'-pOttfll"i M-i:n-i:ng-- M:i:l"':-i:ng---

21 ---of-eoe:::lt-:-

22 9nde-r-::r 7aee .rr-eents-or- 5-eents-o-r 

23 29%-or-'l;'eitte -3%-or-..,aTtte 

24 T,-9tl9-8t9BB tZ-eent!!-~t' 8-eents-ot" 

25 38%-o£-•a::ltte 4%-of-,-e::ltte 

-7-
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e,-999-9,-999 34-eents-or T9-eents-or 

39%-or-,.e:-rtte 4%-of--vatae 

9Vf"!t"-9J999 49-eents-ot" ±i!-eents-o-r 

38%-of-,aitte 4%-o£-'l:ftt±tJe 

(a) On surface-mined subbituminous coal: 

..l.il_.In Fiscal On Rase 

Year Beginning: Consumption: 

July 1, 1987 30% of value 

July 1, 1988 25t of value 

July 1, 1989 20'i of value 

July l, 1990 20% of value 

After June 30, 1991 15% of value 

( ii) On incremental product ion after January 1.~ ~..l....!_ 

the tax rate is 15% of value. 

{b) On surface-mined lignite coal: 

(1} In Fiscal On Base 

Year Beginning: Consumption: 

~ _ _1_, 1987 20% of value 

July l, 1988 17% of value 

July l, 1989 ..!..1.!_Q_f _ v a 1 u e 

July 1, 1990 lJ% of value 

After June 30, 1991 10% of value 

.1..l:..!l_On incremental J2EOduction after January 1, 1987 .!__ 

the tax rate is 10% ot value. 

1£1 On underground-mined coa~: 

-8-
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lignite, 3% of value 

subbituminous, 4% of value 

''Value" means the contract sales price. 

t~t--~he-ro~mttia-wh~eh-yie%d~-the-gre8ter-amottft~-oE-eax 

~n--a--pareie~iar--e~~~--shaii-be-tt~ed-ae-eaeh-petnt-on-th~s 

!!enedtt:t:e.-

t~t!ll A person is not liable for any severance tax 

upon 50,000 tons of the coal he produces in a calendar year, 

except that if he produces more than 50,000 tons of coal in 

a calendar year, he will be liable for severance tax upon 

all coal produced in excess of the first 20,000 tons. 

t4t1ll A new coal production incentive tax credit may 

be claimed on certain coal as provided in 15-35-202." 

Section 4. Section 15-35-104, MCA, is amended to read: 

"15-35-104. 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. Each coal mine operator shall provide a statement 

of the tons of coal sold to each purchaser for the guartPr. 

The completed form in duplicate, with the tax pdyment, shJll 

be delivered to the department not later than 30 days 

-9-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

l4 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1411/01 

following the close of the quarter. The form shall be signed 

by the operator if the operator is an individual or by an 

officer of the coal mine operator if the operator 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 good cause 

shown therefor." 

Section 5. Section 15-35-202, MCA, is amended to read: 

''15-35-202. New coal production incentive tax credit 

allowed application limited. (1) A coal mine operator is 

entitled to a new coal production incentive tax credit of 

33 l/3% of the tax imposed under 15-35-103 on any 

incremental production produced and sold during calendar 

years 1985 and 1986. 

(2) A coal m1ne operator is entitled to a new coal 

production incentive tax credit of 33 l/3% of the tax 

imposed under 15-35-103 on incremental production r~~-~h~ 

ent~re--term--or--an--aqreemene, except as provided in 

subsection (3), if the incremental production resulted from 

coal purchases under: 

[a) an existing agreement which was extended between 

January l, 1985, and June 30, 1987, for at least a 5-y~ar 

periodi or 

(b) a new agreement that was executed between January 

-10-
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1, 1985, and June 30, 1987. 

(3) No credit may be claimed for coal produced prior 

to January 1, 1985, or after December 31, 1986.'' 

Section 6. Section 15-35-203, MCA, is amended to read: 

"15-35-'203. Calculation and application of credit. (1) 

The amount of new coal production incentive tax credit that 

a coal mine operator may claim against the tax imposed in 

15-35-103 is calculated by: 

(a) determining the incremental production for each of 

his qualified purchasers that was produced during a calendar 

year; 

(b) determining the arithmetic average severance tax 

per ton calculated prior to application of the credit on 

coal sold to each qualified purchaser during the calendar 

year; 

(cJ multiplying the incremental production for a 

calendar year for a purchaser by the average severance tax 

per ton for that· purchaser and multiplying the ~otal by 

33 1/3%; and 

(d) totaling the amount so calculated for all 

qualified purchasers. 

(2) When filing the quarterly statement required in 

15-35-104, a coal mine operator may claim against the coal 

severance tax calculated for that quarter an amount equdl to 

25% of the new coal production incentive tax credit allowed 

~u~ 
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on incremental production that occurred during the previous 

calendar year. Credits earned prior to January l, 1987, may 

be claimed in accord~nce with this subsection. 

(3) If in any calendar year a purchaser exceeds his 

base consumption level and he has purchased from more than 

one Montana coal mine operator during the year, the credit 

on the incremental production must be divided among the 

operators on a pro rata basis. To delermine each coal mine 

operator's pro rata share of the tax credit, each operator 

shall divide his incremental production by the sum of all 

coal mine operators' incremental production for that 

purchaser and multiply the quotient by the purchases in 

excess of the base consumption level for that purchaser. 

(4) Neither a coal mine operator nor a purchaser is 

entitled to a direct payment for the credit allowed in 

15-35-202. A credit terminates if not taken during the year 

following the year in which the incremental p[·oduction 

occurred. 

(5) Each coal mine operator must reduce the delivered 

price of coal sold to each qualified purchaser by an amount 

equal to the credit received on incremental production sold 

to that purchaser." 

Section 7. Section lS-35-204, MCA, is amended to read: 

''15-35-204. Reporting requirements for credit -- duly 

of department. (1) Every Montana coal mine operator must 

~12~ 
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provide to the department: 

(a) on or before April 30, ±985 1987, a list showinq 

the amount of coal produced and sold in calendar years 1983~ 

and 1984, and 1986 to every purchaser, including purchasers 

who obtained coal 

broker; and 

from the coal mine operator through a 

(b) with the quarterly statement required by 

15-35-104, a list of the number of tons produced and sold to 

every purchaser during the quarter and the severance tax 

calculated prior to the application of the credit on these 

tons. 

( 2) To be eligible for the tax credit provided for in 

15-35-202, 

department: 

a coal mine operator must furnish to the 

(a) on or before April 30, 1985, copies of all 

existing coal sales agreements; 

(b) with the quarterly statement required by 

15-35-104, a copy of any new coal sales agreements or 

extensions of existing agreements executed during 

quarter; 

on or before January 31 of each year: 

the 

(c) 

( i l a list of incremental production for all qualified 

purchasers during th@ previous calendar year; 

(ll) a written statement (rom Fach qu~Lified purchdsPr 

verifying the volume of coal purchased in thac year from all 

-l]-

1 

2 

s 

6 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2-'1 

25 

LC 1411/01 

Montana coal mine operators; and 

(iii) the necessary information on incremental 

production purchased through a broker_ to verify that such 

incremental production did not cause a reduction in the base 

consumption level of any other purchaser of Muntana coal; 

and 

(d) any other data, reports, evidence, or production 

data that may be necessary for the department to determine 

whether a purchaser is a qualified purchaser and the base 

consumption level for each purchaser. 

( 3) By July 1, 1985 l2~, the department shall prepare 

and publish for informational purposes only an unaudited 

compilation of the base production level for edCh coal mine 

operator and a compilation of the base consumption level for 

each purchaser. 

(4) Any coal mine operator or purchas~r may, for the 

purpose of determining the elig1hility of coal production 

for the new production incentive tdx credit. file with the 

department a petition for a declaratory ruling as provided 

in 2-4-501. The department shall issue d ruling on the 

petition within 90 days of the date lhe petition was filed 

with the department.'' 

NEW SE~TIQ_~ Sect ion R. Extension of a.uthorit-y. Art'y' 

existing authority at the department ~t rpv~tllle l0 :nake 

rules on the subject of the provisions of this act ts 

-14-
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l extended to the provisions of this act. 

2 NE~ SECTION. Section 9. Applicability. The amendments 

3 to 15-35-103 in section 3 that provide for tax rates on 

4 incremental produclion after January 1, 1987, apply 

5 retroactively, within the meaning of 1-2-109. 

6 NEW SECTION. Section 10. Effective date. This act is 

7 effective July 1, 1987. 

-End-
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HOUSE BILL NO. 252 

INTRODUCED BY HANSON, GALT, BOYLAN, BISHOP, POFF, 

HIRSCH, THAYER, SWIFT, O'CONNELL, MCCORMICK, KEATING 

A BILL FOR AN ACT ENTITLED: "AN ACT LOWERING COAL SEVERANCE 

TAX RATES; IMPOSING IN 1991 A SLIDING SCALE RATE SCHEDULE 

FOR SURFACE-MINED SUBBITUMINOUS COAL BASED ON THE AMOUNT OF 

COAL PURCHASED; REVISING LEGISLATIVE FINDINGS AND 

DECLARATIONS OF PURPOSE; AMENDING SECTIONS 15-35-101 THROUGH 

15-35-104 AND 15-35-202 THROUGH 15-35-204, MCA; AND 

PROVIDING AN EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY 

OATE.n 

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

Section 1. section 15-35-101, MCA, is amended to read: 

"15-35-101. 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: 

~na ,..,., • .,_, CouncR 
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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) subbituminous coal and lignite coal in Montana, 

when--sahb~e~minoas--and--reee¥erab%e-by-etrip-minift~r-is-in 

saffieient-demend-that-at-%east-ene-third-of--the--priee--it 

eommands--at--the--mine--may--qo--te--the--eeonomie-rents-oE 

roya%ties-end-prodaetion-taxes have sufficiently different 

markets and value and therefore require different production 

taxes; 

ttt--eoal--in--ehe--~igniee--form-~s-in-less-demand-and 

proe~eers-o£-~i~nite-are--ab%e--~e--pay--iesse~--amo~nts--of 

royaley--and--proe~e~ion-tax-than-prod~eers-or-~~bbitttmino~s 

een-pay; 

t~tifl 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; ~ 

-2- HB 252 
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tht192 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 

chapter are to: 

(a) allow the severance taxes on coal production to 

remain a constant percentage of the price of coal; 

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

to local governments through the property taxation system; 

(c) simplify the structure of coal 

Montana, reducing tax overlap and 

predictability of tax projections; and 

taxation 

improving 

in 

the 

(d) accomplish the foregoing purposes by establishing 

ca~egories of taxation which recognize the. unique character 

of coal as well as the variations found within the coal 

industry .. • 

Section 2. Section 15-35-102, MCA, is amended to read: 

"15-35-102. Definitions. As used in this chapter, the 

following definitions apply: 

(l) "Agreement .. means a signed contract that is valid 

under Montana law between a coal mine operator and a 

purchaser or broker for the sale of coal that 1s produced in 

Montana. 

(2) •aase consumption level" for a purchaser means the 
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grea~er lesser of: 

(a) the arithmetie-aYera!e volume of coal purchased 

during calendar years--%~83--and--1984 year 1986 from all 

Montana coal mine operators; or 

(b) the greater of: 

(i) the arithmetic average volume of coal purchased 

during calendar years 1983 and 1984 from all Montana coal 

mine operators; or 

1!11 90' of the maximum tonnage provided for in any 

agreement executed prior to January 1, 1985, for which the 

highest scheduled minimum quantity of coal stipulated by the 

terms of the agreement as they existed on January 1, 1985, 

has not been purchased at any time during the term of the 

agreement, plus the arithmetic average volume of coal 

purchased during calendar years 1983 and 1984 from all 

Montana coal mine operators under all other agreements. 

(3) •sase production level" for a coal mine operator 

means the lesser of: 

(a) the arithmetic average volume of coal produced in 

Montana and sold to a purchaser in calendar years 1983 and 

1984~ 

(b) the volume of coal produced in Montana and sold to 

a purchaser in 1986. 

(4) "Broker 11 means any person who resells Montana 

coal. 
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(5) "Contract sales price .. means either the price of 

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

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 includes all royalties 

paid on production, no. matter how such royalties are 

calculated. Ho~ever, 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 

September 30, 

quarterly 

1984' 15 

periods 

cents 

ending on and after 

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) 

September 

for 

30, 

quarterly periods ending 

1985, 15 cents per ton 

on and after 

plus 50\ of the 

difference between 15 cents per ton and the amount of such 

federal, state, and tribal government royalties actually 

paidJ 

(C) 

September 

for 

30, 

quarterly periods ending 

1986, 15 cents per ton 

on and after 

plus 25\ of the 

difference between 15 cents per ton and the amount of such 

federal, state, and tribal government royalties actually 

paid; and 
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and after 

(6) 11 Department" means the department of revenue. 

(7) 11 Energy conversion process 11 includes any process 

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

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

(8) wlncremental production" means that quantity of 

coal produced annually by a coal mine operator and sold to a 

qualified purchaser that exceeds the base production level 

of the coal mine operator for that purchaser, but only to 

the extent the quantity of coal exceeds that purchaser's 

base consumption level from all Montana producers. 

(9) "Lignite" means coal with a heating quality of 

7,000 Btu's per pound or less. 

t9t1!.Q.l "Produced" means severed from the earth. 

t%9ti!!l "Purchaser" means a person who purchases or 

contracts to purchase Montana coal directly from a coal mine 

operator or indirectly from a broker and who utilizes that 

coal in any industrial, commercial, or energy conversion 

process. A coal broker or any other third party intermediary 

is not a purchaser under the provisions of this chapter. 

t%itl!.ll "Qualified purchaser" means a purchaser whose 

purchases of MOntana coal in any given year exceed his base 

consumption level. A purchaser of Montana coal who enters 

into a coal agreement with another purchaser or a broker 
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that causes a reduction in the base consumption level of a 

purchaser is not a qualified purchaser. 

t3:itl.!..!l "Strip mining" or "surface mining" is defined 

in 82-4-203. 

(14) "Subbituminous'' means coal with a heating quality 

of more than 7,000 Btu's pe~ pound. 

ti3t.i..!ll "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 coal, or any license fee. 

t~4tl!§l "Ton• means 2,000 pounds. 

t3:Still.l "Underground mining" means a coal mining 

method utilizing shafts and tunnels and as further defined 

in 82-4-203. •• 

Section 3. section 15-35-lOlr MCA, is amended to read: 

"15-35-103. Severance tax rates imposed 

exemptions. (1) A EXCEPT AS PROVIDED IN (SECTION 4) 1 A 

severance tax is imposed on each ton of coal produced in the 

state in accordance with the following schedule': 

Heet~ng-q~a%it7 S~tfaee-- enderground 

tBt~-per-po~nd 

---of-eea%t,. 

Mining--
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~i!-eents-er 

i&t-of-¥e%ue 

22-eents-or 

39t-of-ya%~te 

34-eent:s-er 

39t-ef-¥ai~te 

48-eent:s-er 

a&t-ef-va%~e 

(a) On surface-mined subbituminous coal: 

(i) tn Fiscal On Base 

Year Beginning: 

July 1, 1987 

July 1, 1988 

July 1, 1989 

July 1 1 1990 

After June 30, 1991 

Consumption: 

30\ of value 

25\ of value 

20\ of value 

20\ of value 

15\ of value 

HB 0252/02 

5-eeftt:s-or 

3t-of-¥a%ae 

8-eent:s-er 

4t-ol!-¥ehe 

~9-c:ent:s-er 

4t-of-ya~ue 

ii!-eent:s-or 

4t-of -vahoe 

(ii) on incremental production after January 1, 1987, 

the tax rate is %St 5\ of value. AFTER JULY 1, 1989, THE TAX 

RATE IS 10\ OF VALUE. AFTER JULY 1, 1989, THE TAX RATE IS 

15\ OF VALUE. 

{b) on surface mined lignite coal: 

(i) In Fiscal On Bas.e 

Year Beginning: 

July 1, 1987 

July 1, 1988 

-8-

Consumption: 

20\ of value 

17\ of value 
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July 1, 1990 

After June 30, 1991 

13\ of value 

13\ of value 

lOl of value 
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(ii) On incremental production after January 1, 1987, 

the tax rate is 10\ of value. 

(c) On underground-mined coal: 

lignite, 3\ of value 

subbituminous, 4\ of value 

•value" means the contract sales price. 

tit--~he-£crm~la-vh*eh-yieids-~he-greater-amottnt-oE-ta~ 

in-a-partiett~ar-ease-shaii-8e-Hse~-at--eaeh--peint--on--this 

sehedttl:e-;-

t3t~ A person is not liable for any severance tax 

upon 50,000 tons of the coal he produces in a calendar year, 

except that if he produces more than 50,000 tons of coal in 

a calendar year, he will be liable for severance tax upon 

all coal produced in excess of the first 20,000 tons. 

t4tl!l A new coal production incentive tax credit may 

be claimed on certain coal as provided in 15-35-202." 

NEW SECTION. SECTION 4. INCENTIVE TAX RATE TO COAL 

PRODUCER BASED ON TONNAGE PURCHASED BY PURCHASERS. AFTER 

JUNE 30, 1991, A SEVERANCE TAX IS IMPOSED ON EACH TON OF 

SUBBITUMINOUS COAL PRODUCED AND SOLD TO PURCHASERS IN 

ACCORDANCE WITH THE FOLLOWING SCHEDULE: 

(1) 15.0% OF VALUE FOR ALL SUBBITUMINOUS CO~L SOLD TO 
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A PURCHASER WHO PURCHASES LESS THAN 3 MILLION TONS OF 

SUBBITUMINOUS COAL FROM ALL MONTANA PRODUCERS DURING A 

FISCAL YEAR; 

(2) 14.5\ OF VALUE FOR ALL SUBBITUMINOUS COAL SOLD TO 

A PURCHASER WHO PURCHASES 3 MILLION TONS OF SUBBITUMINOUS 

COAL OR MORE BUT LESS THAN 6 MILLION TONS OF SUBBITUMINOUS 

COAL FROM ALL MONTANA PRODUCERS DURING A FISCAL YEAR: 

(3) 14.0\ OF VALUE FOR ALL SUBITUMINOUS COAL SOLD TO~ 

PURCHASER WHO PURCHASES 6 MILLION TONS OF SUBBITUMINOUS COAI 

OR MORE BUT LESS THAN 8 MILLION TONS OF SUBBITUMINOUS COAI 

FROM ALL MONTANA PRODUCERS DURING A FISCAL YEAR: 

(4) 13.5\ OF VALUE FOR ALL SUBBITUMINOeS COAL SOLD T( 

A PURCHASER WHO PURCHASES 8 MILLION TONS OF SUBBITUMINOUI 

COAL BUT LESS THAN 10 MILLION TONS OF SUBBITUMINOUS COAl 

FROM ALL MONTANA PRODUCERS DURING A FISCAL YEAR; 

(5) 13.0\ OF VALUE FOR ALL SUBBITUMINOUS COAL SOLD Tl 

A PURCHASER WHO PURCHASES MORE THAN 10 MILLION TONS 0 

SUBBITUMINOUS COAL FROM ALL MONTANA PRODUCERS DURING 

FISCAL YEAR. 

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

"15-35-104. Quarterly statement and payment of tax 

Each coal mine operator shall compute the severance tax du 

on each quarter-year 1 s worth of production on forrr 

prescribed by the department. The statement shall indicat 

the tonnage produced, the average Btu value of tt 
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production, the contract sales price received for the 

production, and such other information as the department may 

require. Each coal mine operator shall provide a statement 

of the tons of coal sold to each purchaser for the quarter. 

The completed form in duplicate, with the tax payment, shall 

be delivered to the department not later than 30 days 

following the close of the quarter. The form shall be signed 

by the operator if the operator is an individual or by an 

officer of the coal mine operator if the operator 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 good cause 

shown therefor." 

Section 6e Section 15-35-202, MCA, is amended to read: 

"15-35-202. New coal production incentive tax credit 

allowed application limited. (1) A coal mine operator is 

entitled to a new coal production incentive tax credit of 

33 1/3' of the tax imposed under 15-35-103 on any 

incremental production produced and sold during calendar 

years 1985 and 1986. 

(2) A coal mine operator is entitled to a new coal 

production incentive tax credit of 33 1/3\ of the tax 

imposed under 15-35-103 on incremental production £or-~he 

eft~ire--term--ef--an--agreement, except as provided in 
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subsection (3), if the incremental production resulted from 

coal purchases under: 

(a) an existing agreement which was extended between 

January 1, 1985, and June 30, 1987, for at least a 5-year 

period; or 

{b} a new agreement that was executed between January 

1, 1985, and June 30, 1987. 

(3) No credit may be claimed for coal produced prior 

to January 1, 1985, or after December 31, 1986. •• 

Section 7. Section 15-35-203, MCA, is amended to read: 

"15-35-203. Calculation and application of credit. (1) 

The amount of new coal production incentive tax credit that 

a coal mine operator may claim against the tax imposed in 

15-35-103 is calculated by: 

(a) determining the incremental production for ea~h of 

his qualified purchasers that was produced during a calendar 

year; 

(b} determining the arithmetic average severance tax 

per ton calculated prior to application of the credit on 

coal sold to each qualified purchaser .during the calendar 

year; 

(c) multiplying the incremental production for a 

calendar year for a purchaser by the average severance tax 

per ton for that purchaser and multiplying the total by 

33 l/3': and 
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(d) totaling the amount so calculated for all 

qualified purchasers. 

(2) When filing the quarterly statement required in 

15-35-104, a coal mine operator may claim against the coal 

severance tax calculated for that quarter an amount equal to 

25\ of the new coal production incentive tax credit allowed 

on incremental production that occurred during the previous 

calendar year. Credits earned prior to January 1, 1987, may 

be claimed in accordance with this subsection. 

(3) If in any calendar year a purchaser exceeds his 

base consumption level and he has purchased from more than 

one Montana coal mine operator during the year, the credit 

on the incremental production must be divided among the 

operators on a pro rata basis. To determine each coal mine 

operator's pro rata share of the tax credit, each operator 

shall divide his incremental production by the sum of all 

coal mine operators' incremental production for that 

purchaser and multiply the quotient by the purchases in 

excess of the base consumption level for that purchaser. 

(4) Neither a coal mine operator nor a purchaser is 

entitled to a direct payment for the credit allowed in 

15-35-202. A credit terminates if not taken during the year 

following the year in which the incremental production 

occurred. 

(5) Each coal mine operator must reduce the delivered 
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price of coal sold to each qualified purchaser by an amount 

equal to the credit received on incremental production sold 

to that purchaser." 

Section 8. Section 15-35-204, MCA, is amended to read: 

11 15-35-204. Reporting requirements for credit -- duty 

of department. (1) Every Montana coal mine operator must 

provide to the department: 

(a) on or before April 30, %985 1987, a list showing 

the amount of coal produced and sold in calendar years 1983~ 

and 1984, and 1986 to every purchaser, including purchasers 

who obtained coal from the coal mine operator through e 

broker: and 

(b) with the quarterly statement required bj 

15-35-104, a list of the number of tons produced and sold t( 

every purchaser during the quarter and the severance tal 

calculated prior to the application of the credit on thest 

tons. 

(2) To be eligible for the tax credit provided for i1 

15-35-202, a coal mine operator must furnish to th1 

department: 

(a) on or before April 30, 1985, copies of al 

existing coal sales agreements; 

(b) with the quarterly 

15-35-104, a copy of any new 

statement required b 

coal sales agreements o 

extensions of existing agreements executed during th 
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quartert 

(c) on or before January 31 of each year: 

(i) a list of incremental production for all qualified 

purchasers during the Previous calendar year; 

(ii) a written statement from each qUalified purchaser 

verifying the volume of coal purchased in that year from all 

Montana coal mine operators; and 

(iii) the· necessary lnfoCmation on incremental 

production purchased through a broker to verify that such 

incremental prodUction did not cause a reduction in the base 

consumption level of any other purchaser of Montana coal; 

and 

(d) any other data, reports, evidence, or production 

data that may be necessary for the department to determine 

15 whether a purchaser is a qualified purchaser and the base 

16 consumption level for each purchaser. 

17 (3) By July 1, !985 1987, the department shall prepare 

18 and publish for informational purposes onlY an unaudited 

19 compilation of the base production level for each coal mine 

20 operat·or and a compilation of the base consumption level for 

21 each purchaser. 

22 (4) Any coal-mine operator or purchaser may, for the 

23 purpose of determining the eligibility of coal production 

24 for the new production incentive tax creditr file with the 

25 department a petition for a declaratory ruling as provid~d 
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in 2-4-501. ~he department shall issue a ruling on the 

petition within 90 days of the date the petition was filed 

with the department." 

NEN SECTION. Section 9. Extension of authority. Any 

existing authority of the department of revenue to make 

tules On the subject of the provisions of this act is 

extended to the provisions of this act. 

NEN SECTION. Section 10. Applicability. The 

amendments to 15-35-103 in section 3 that provide for tax 

rates on incremental production after January lr 1987, apply 

retroactivelyr within the meaning of 1-2-109. 

NEN SECTION. Section 11. Effective date. This act is 

effective July 1, 1987. 

-End-
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HOUSE BILL NO. 252 

INTRODUCED BY HANSON, GALT, BOYLAN, BISHOP, POFF, 

HIRSCH, THAYER, SWIFT, O'CONNELL, MCCORMICK, KEATING 

A BILL FOR AN ACT ENTITLED: "AN ACT LOWERING COAL SEVERANCE 

TAX RATES; IMPOSING IN 1991 A SLIDING SCALE RATE SCHEDULE 

FOR SURFACE-MINED SUBBITUMINOUS COAL BASED ON THE AMOUNT OF 

COAL PURCHASED; REVISING LEGISLATIVE FINDINGS AND 

DECLARATIONS OF PURPOSE; AMENDING SECTIONS 15-35-101 THROUGH 

15-35-104 AND 15-35-202 THROUGH 15-35-204, MCA; AND 

PROVIDING AN EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY 

DATE. II 

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

Section l. Section 15-35-101, MCA, is amended to read: 

"15-35-101. Legislative findings and declarations of 

purpose. (l) 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: 

~-"-• , __ , .... , ... ,_., __ , 
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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 

composition and consequent value when marketed; 

in 

(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) subbitumi~_ous coal and lignite coal in Montana,­

wh~~--~~bb~tttminotl~--snd--reeov~ra~ie-by-~trip-mining,--~~-in 

~~f~ieient-demAnd-thst-at-%es~~-one-third-o£--the--priee--i~ 

command~--at--~he--mtne--msy--9o--to--~ne--eeonomie-rents-of 

royel~ies-anO-prod~etion-taxe~ have sufficien~ly different 

markets and value and therefore require different £!~duction 

taxes; 

tft--eoal--in--the--%ignite--form-is-in-ie~~-demand-and 

prodtteer~-of-l±gnite-are--abie--to--pay--le~eer--amo~nt~--of 

royalty--and--prod~et±on-~ax-than-prodtteer~-of-~tlbbittlminotls 

ean-pay; 

t9tL~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; and 
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thti91 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 

chapter are to: 

(a) allow the severance taxes on coal production to 

remain a constant percentage of the price of coal; 

(b) stabilize the flow of tax revenue from co~- mines 

to local governments through the property taxation system; 

(c) simplify the structure of coal taxation in 

Montana, reducing tax over lap and improving the 

predictability of tax projections; and 

(d) accomplish the foregoing purposes by establishing 

categories of taxation which recognize the unique character 

of coal as well as the variations found within the coal 

industry.w 

Section 2. Section 15-35-102, MCA, is amended to read: 

"15-35-102. Definitions. As used in this chapter, the 

following definitions apply: 

(1) "Agreement" means a signed contract that is valid 

under Montana law between a coal mine operator and a 

purchaser or broker for the sale of coal that is produced in 

Montana. 

(2) "Base consumption level" for a purchaser means the 
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greeter lesser of: 

(a) the ~rithm~tie-average volume of coal purchased 

during calendar years--198~--eftd--1984 year 1986 from all 

Montana coal mine operators; or 

(b) the greater of: 

(i) the arithmetic average volume of coal purchased 

during calendar years 1983 and 1984 from all Montana coal 

mi~~-~_2Eerators; or 

1l!l 90\ of the maximum tonnage provided for in any 

agreement executed prior to January 1, 1985, for which the 

highest scheduled minimum quantity of coal stipulated by the 

terms of th@ agreement as they existed on January 1, 1985, 

has not been purchased at any time during the term of the 

agreement, plus the arithmetic average volume of coal 

purchased during calendar years 1983 and 1984 from all 

Montana coal mine operators under all other agreements. 

(3) "Base production level" for a coal mine operator 

means the lesser of: 

(a) the arithmetic average volume of coal produced in 

Montana and sold to a purchaser in calendar years 1983 and 

1984; or 

(b) the volume of coal produced in Montana and sold to 

a purchaser in 1986. 

(4) "Broker'' means any person who resells Montana 

coal. 
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(5) "Contract sales price" means either the price of 

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

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 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 quarterly periods ending on and after 

September 30, 1984, 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: 

tb) for quarterly periods ending on and after 

September 30, 1985, 15 cents per ton plus 50\ of the 

difference between 15 cents per ton and the amount of such 

federal, state, and tribal government royalties actually 

paid; 

(c) for quarterly 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 
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and after 

t6) "Department" means the department of revenue. 

(7} "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. 

(8) "Incremental production" means that quantity of 

coal produced annually by a coal mine operator and sold to a 

qualified purchaser that exceeds the base production level 

of the coal mine operator for that purchaser, but only to 

the extent the quantity of coal exceeds that purchaser's 

base consumption level from all Montana producers. 

(9) ''Lignite" means coal with a heating quality of 

7,000 Btu's~er pound or less. 

t9t1l:.Ql "Produced" means severed from the earth. 

t%9tll..ll "Purchaser" means a person who purchases or 

contracts to purchase Montana coal directly from a coal mine 

operator or indirectly from a broker and who utilizes that 

coal in any industrial, commercial, or energy conversion 

process. A coal broker or any other third party intermediary 

is not a purchaser under the provisions of this chapter. 

t%%t1..!.21 "Qualified purchaser" means a purchaser whose 

purchases of Montana coal in any given year exceed his base 

consumption level. A purchaser of Montana coal who enters 

into a coal agreement with another purchaser or a broker 
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that causes a reduction in the base consumption level of a 

purchaser is not a qualified purchaser. 

flitl.!ll "Strip mining" or "surface mining 11 is defined 

in 82-4-203. 

{14) ''Subbituminous" means coal with a heating quality 

of more than 7,000 Btu's per pound. 

tl3tilll "Taxes paid on production., includes any tax 

paid to the federal, state, or local governments uoon the 

quantity of coal produced as a function of either thF 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 coal, or any license fee. 

tl4ti!!l "Ton" means 2,000 pounds. 

tl5tilll "Underground mining" means a coal mining 

method utilizing shafts and tunnels and as further defined 

in 82-4-203." 

Section 3. Section 15-35-103, MCA, is amended to read: 

"15-JS-103. Severance tax rates imposed 

exemptions. (1) A EXCEPT AS PROVIDED IN [SECTION 4], A 

severance tax is imposed on each ton of coal produced in the 

state in accordance with the following schedule: 

Heatin9-qtusiity 

tBbt-pet"-r~u~>ttnd 

---of-eoalt~ 

Surfse~-­

M%-I'ting--
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Br~:d.er-~-;99_9 :J:i!-eent~-er 5-eents-or 

%'9t-o£-yai-tse 3'-ef-,al~e 

!1,999-8,.969 ~2!-eent:e-or B-eents-or 

39t-of-ve:ltte •-•-~r-•aiae 

8T-999-9,&&9 34-eef!f::!!l-or i9-eents-er 

39t-of -valtu! 4%-o~- .. alue 

8¥er-9,.999 49-eeftt:s-or li!-eer~ts-or 

39t-o£-vaitte 4ft-of-Yaltte 

(a} On surface-mined subbituminous coal: 

liJ In Fiscal On Base 

Year Beginni.!!..9.__£ ConsumQtion: 

Jul~ 1, 1.987 30\ of value 

July 1, 1988 25\ of value 

July 1, 1989 20% of value 

~--1990 20\ of value 

After June 30, 1991 15' of value 

(ii) On incremental production after January 1, 1987, 

the tax rate is 15% ~of value. AFTER JULY 1, 1988, THE TAX 

RATE IS 10\ OF VALUE. AFTER JULY 1, 1989, THE TAX RATE IS 

15\ OF VALUE. 

(b) On surface-mined lignite coal: 

1!1__ In Fiscal 

Year Beginnin_g____;_ 

July 1, 1987 

July 1, 1988 

-8-
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July 1, 1~89 

July 1, 1990 

After June 30, 1991 

13\ of value 

13\ of value 

10\ of value 

HB 0252/02 

(ii) On incremental production after January 1, 1967, 

the tax rate is 10\ of value. 

(c) On underground-mined coal: 

lignite, 3\ of value 

subbituminous, 4t of value 

"Value" means the contract sales price. 

t~t--~he-for~~ra-vhieh-y±erd~-~he-qreate~-~me~"t-o£-tax 

in-e-partieular-ease-~ha~r-ee-~sed-et--eaeh--point--o~--th~s 

~ehed1:1leo 

t3t~ A person is not liable for any severance tax 

upon 50,000 tons of the coal he produces in a calendar year, 

except that if he produces more than 50,000 tons of coal in 

a calendar year, he will be liable for severance tax upon 

all coal produced in excess of the first 20,000 tons. 

t4ti1l A new coal production incentive tax credit may 

be claimed on certain coal as provided in 15-35-202." 

NEW SECTION. SECTION 4. INCENTIVE TAX RATE TO COAL 

PRODUCER BASED ON TONNAGE PURCHASED BY PURCHASERS. AFTER 

JUNE 30, 1991, A SEVERANCE TAX IS IMPOSED ON EACH TON OF 

SUBBITUMINOUS COAL PRODUCED AND SOLD TO PURCHASERS IN 

ACCORDANCE WITH THE FOLLOWING SCHEDULE< 

(1) 15.0\ OF VALUE FOR ALL SUBBITUMINOUS COAL SOLD TO 
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A PURCHASER WHO PURCHASES LESS THAN 3 MILLION TONS OF 

SUBBITUMINOUS COAL FROM ALL MONTANA PRODUCERS DURING A 

f"ISCAL YEAR; 

(2) 14.5\ OF VALUE FOR ALL SUBBITUMINOUS COAL SOLD TO 

A PURCHASER WHO PURCHASES 3 MILLION TONS OF SUBBITUMINOUS 

COAL OR MORE BUT LESS THAN 6 MILLION TONS OF SUBBITUMINOUS 

COAL FROM ALL MONTANA PRODUCERS DURING A FISCAL YEAR; 

(3) 14.0\ OF VALUE FOR ALL SUBITUMINOUS COAL SOLD TO A 

PURCHASER WHO PURCHASES 6 MILLION TONS OF SUBBITUMINOUS COAL 

OR MORE BUT LESS THAN 8 MILLION TONS OF SUBBITUMINOUS COAL 

FROM ALL MONTANA PRODUCERS DURING A FISCAL YEAR; 

(4) 13.5\ OF VALUE FOR ALL SUBBITUMINOUS COAL SOLD TO 

A PURCHASER WHO PURCHASES 8 MILLION TONS OF SUBBITUMINOUS 

COAL BUT LESS THAN 10 MILLION TONS OF SUBBITUMINOUS COAL 

FROM ALL MONTANA PRODUCERS DURING A FISCAL YEAR; 

(5) 13.0\ OF VALUE FOR ALL SUBBITUMINOUS COAL SOLD TO 

A PURCHASER WHO PURCHASES MORE THAN 10 MILLION TONS OF 

SUBBITUMINOUS COAL FROM ALL MONTANA PRODUCERS DURING A 

FISCAL YEAR. 

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

"15-35-104. 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 
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production, the con-tract sales price received for the 

production, and such other information as the department may 

require. Each coal mine operator shall provide a state~ent 

of the tons of coal sold to each purchase~ for the quarter. 

The completed form in duplicate, with the tax payment, shall 

be delivered to the department not later than 30 days 

following the close of the quarter. The form shall be signed 

by the operator if the operator is an individual or hy an 

officer of the coal mine operator if the operator 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 good cause 

shown therefor." 

Section 6. Section 15-35-202, MCA, is amended to read: 

"15-35-202. New coal production incentive tax credit 

allowed -- application limited. (1) A coal mine operator is 

entitled to a new coal production incentive tax credit of 

33 1/3' of the tax imposed under 15-35-103 on any 

incremental production produced 

years 1985 and 1986. 

(2) A coal mine operator 

credit 

and sold during calendar 

is entitled to a new coal 

of 33 1/3% of the tax production incentive tax 

imposed under 15-35-103 on incremental production fo~-the 

eneire--~erm--of--an--agreemene, except as provided in 
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subsection (3), if the incremental production resulted from 

coal purchases under: 

(a) an existing agreement which was extended between 

January 1, 1985, and June 30, 1987, for at least a 5-year 

period; or 

(b) a new agreement that was executed between January 

1, 1985, and June 30, 1987, 

(3) No credit may be claimed for coal produced prior 

to January 1, 1985Lor after December 31, 1986." 

Section 7. Section 15-35-203, MCA, is amended to read: 

"15-35-203. Calculation and application of credit. (1) 

The amount of new coal production incentive tax credit that 

a coal mine operator may claim against the tax imposed in 

15-35-103 is calculated by: 

(a) determining the incremental production for each of 

his qualified purchasers that was produced during a calendar 

year; 

(b) determining the arithmetic average severance tax 

per ton calculated prior to application of the credit on 

coal sold to each qualified purchaser during the calendar 

year; 

(c) multiplying the incremental production for a 

calendar year for a purchaser by the average severance tax 

per ton for that purchaser and multiplying the total by 

33 1/3\; and 
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for a 11 

(2) When filing the quarterly statement required in 

15-JS-104, a coal mine operator may claim against the coal 

severance tax calculated for that quarter an amount equal to 

25\ of the new coal production incentive tax credit allowed 

on incremental production that occurred during the previous 

calendar year. Credits earned prior to January 1, 1987, may 

be claimed in accordance with this subsection. 

(3) If in any calendar year a purchaser exceeds his 

base consumption level and he has purchased from more than 

one Montana coal mine operator during the year, the credit 

on the incremental production must be divided among the 

operators on a pro rata basis. To determine each coal m1ne 

operator's pro rata share of the tax credit, each operator 

shall divide his incremental production by the sum of all 

coal mine operators' incremental production for that 

purchaser and multiply the quotient by the purchases in 

excess of the base consumption level for that purchaser. 

(4) Neither a coal mine operator nor a purchaser is 

entitled to a direct payment for the credit allowed in 

15-35-202. A credit terminates if not taken during the year 

following the year in which the incremental production 

occurred. 

(5) Each coal mine operator must reduce the delivered 
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price of coal sold to each qualified purchaser by an amount 

equal to the credit received on incremental production sold 

to that purchaser." 

Section 8. Section 15-35-204, MCA, is amended to read: 

"15-35-204. Reporting requirements for credit -- duty 

of department. Ill Every Montana coal mine operator must 

provide to the department: 

Ia) on or before April 30, 1985 1987, a list showing 

the amount of coal produced and sold in calendar years 1983~ 

snO 1984, and 1986 to every purchaser, including purchasers 

who obtained coal from the coal mine operator through a 

broker; and 

(b) with the quarterly statement required by 

15-35-104, a list of the number of tons produced and sold to 

every purchaser during the quarter and the severance tax 

calculated prior to the application of the credit on these 

tons. 

(2) To be eligible for the tax credit provided for in 

15-35-202, a 

department: 

coal mine operator must furnish to the 

(a) on or before April 

existing coal sales agreements; 

(b) with the quarterly 

15-35-104, a copy of any new 

30, 1985, copies of all 

statement required by 

coal sales agreements or 

extensions of existing agreements executed during the 
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quarter; 

(c) on or before January 31 of each year: 

(i) a list of incremental production for all qualified 

purchasers during the previous calendar year; 

(ii) a written statement from each qualified purchaser 

verifying the volume of coal purchased in that year from all 

Montana coal mine operators; and 

(iii) the necessary information on incremental 

production purchased through a broker to verify th~~ such 

incremental production did not cause a reduction in the b~se 

consumption level of any other purchaser of Montana coal; 

and 

(d) any other data, reports, evidence, or production 

data that may be necessary for the department to determine 

15 whether a purchaser is a qualified purchaser and the base 

16 consumption level for each purchaser. 

17 (3) By July 1, t985 1987, the department shall prepare 

18 and publish for informational purposes only an unaudited 

19 compilation of the base production level far each coal mine 

20 operator and a compilation of the base consumption level for 

21 each purchaser. 

22 (4) Any coal mine operator or purchaser may, for the 

23 purpose of determining the eligibility of coal production 

24 for the new production incentive tax credit, file with the 

25 department a petition f.or a declaratory ruling as provided 
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in 2-4-501. The department shall issue a ruling on the 

petition within 90 days of the date the petition was filed 

with the department." 

NE~ SECTION. Section 9. Extension of authority. Any 

existing authority of the department of revenue to make 

rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

NEW SECTION. Section 10. Applicability. The 

amendments to 15-35-103 in section J that provide for tax 

rates on incremental production after January 1, 1987, apply 

retroactively, within the meaning of 1-2-109. 

NEW SECTION. Section 11. Effective date. This act is 

effective July 1, 1987. 

-End-
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GOVERNOR'S AMENDMENTS 
TO HOUSE BILL NO. 252 

(Reference Copy) 
(April 6, 1987) 

1. Title, lines 6 through 8. 
Following "RATES;" on line 6 
Strike: remainder of line 6 through "PURCHASED;" on 

line 8 
Insert: "PROVIDING A CONTINGENT PERMANENT 

REDUCTION; EXTENDING THE NEW PRODUCTION 
CREDIT" 

2. Title, line 10. 
Following: "5-35-104" 
Strike: "AND" 
Insert: "," 
Following: "15-35-202" 
Strike: "THROUGH 15-35-204" 
Insert: ", AND 15-35-20311 

3. Page 3, line 25. 
Following: "purchaser" 
Insert: ",except as provided in (b)," 

4. Page 3, line 25. 
Following: "MEANS" 
Insert: ": (a)" 

5. Page 4, line 2. 
Following: line 1 
Strike: "(a)" 
Insert: "(i)" 

6. Page 4, line 5. 
Following: line 4 
Strike: "(b)" 
Insert: "Cii)" 

7. Page 4, line 6. 
Following: line 5 
Strike: " (i)" 
Insert: "(A)" 

8. Page 4, line 9. 
Following: line 8 
Strike: "(ii)" 
Insert: "(B)" 

9. Page 4, line 17. 
Following: line 16 



Insert: "(b) If the volume calculated in subsection 
(a) (I) is less than one-third of the volume 
calculated in subsection (a) 
(ii), the base consumption level Is the 
volume calculated in (a) (if)." 

10. Page It, line 18. 
Following: line 17 
Insert: "Except as provided in (b)" 

II. Page 4, line 19. 
Following: line 18 
Strike: "(a)" 
Insert: "( i)" 

12. Page It, line 22. 
Following: "line 2111 

Strike: "(b)" 
Insert: "(ii)" 

13. Page 4, line 2Lt. 
Following: line 23 
Insert: "(b) If the amount calculated in subsection 

(a)(ii) is less than one-third of the amount 
calculated in (a)(i), the base consumption 
level is the amount calculated in subsection 
(a)(i)" 

14. Page 6, lines 13 and 14. 
Following: line 12 
Strike: subsection (9) In Its entirety 
Renumber: subsequent subsections 

-4-
15. Page 71 lines 5 and 6. 

16. 

Following: line It 
Strike: subsection 14 in Its entirety 
Renumber: subsequent subsections 

Page 7, 
Strike: 
Insert: 

line 18 through page 9, line 19. 
section 3 in Its entirety 
"Section 3. Section 15-35-103, MCA, is 
amended to read: 

"15-35-103. Severance tax -- rates Imposed -- exemptions. (1) 
A Except as provided In subsection (2), £_ severance tax is 
imposed on each ton of coal produced In the state in accordance 
with the following schedule: 



(a) Fjscal Year 1988 and 1989: 

Heating quality 
(Btu per pound 

of coal): 

Under 7,000 

7,000-8,000 

8,000-9,000 

Over 9,000 

Surface 
Mining 

12 cents or 
20% of value 

22 cents or 
30% of value 

34 cents ... 
"r 

30% of value 
30% of value 

(b) Fiscal Year 1990: 

Heating quality 
(Btu per pound 
of coal): 

Under 7,000 

7,000-8,000 

8,000-9,000 

Over 9,000 

Surface 
Mining 

12 cents or 
13% of value 
22 cents or 
25 % of value 
34 cents or 
25% of value 
40 cents or 
25% of value 

Underground 
Mining 

5 cents or 
3% of value 

8 cents or 
4% of value 
10 cents or 
4% of value 
4% of value 

Underground 
Mining 

5 cents or 
3% of value 
8 cents or 
4% of value 
10 cents or 
4% of value 
12 cents or 
4% of value 

(c) Fiscal Year 1991 and thereafter: 

Heating quality Surface 
(Btu per pound Mining 
of coal): 

Under 7 1 000 12 cents or 
13% of value 

7 1 000-8,000 22 cents or 
20% cf value 

8,000-9,000 34 cents or 
20% of value 

Over 9,000 40 cents or 
20% of value 

Underground 
Min ina 

5 cents or 
3% of value 
8 cents or 
4% of value 
10 cents or 
4% of value 
12 cents or 
4% of value 

(2)(a)(i) On or before October 1, 1988 1 the department shall determine 
the total number of tons of coal produced in Montana and sold from 
July 1, 1987 through June 30, 1987. If the department finds that 
these sales exceed 32.2 million tons (which is the average total 
yearly coal sales for calendar years 1983 1 1984 1 1985 and 1986), 
the rate of the coal severance tax ls as set forth in subsections 
(2)(b) and (2)(c). 



(II) If any facility that burned Montana coal at any time from July 
1987 to June 30, 1988 does not operate during a portion of that peri 
due to machanical failure, the department shall determine the averag 
monthly sales of Montana coal to the facll ity during its operation a 
multiply this figure by 12. The department shall include the produc 
of this calculation making Its determination of coal produced InMon 
and sold from July 1, 1987 through June 30, 1988. 

(b) The severance tax Imposed pursuant to subsection (2)(a) on 
each ton of coal produced In the state from July 1, 1988, 
through June 30, 1990 Is: 

Heating guality Surface Underground 
(Btu per pound Mining Mining 

of coal): 
Under 71000 12 cents or 5 cents of 

17% of value 3% of value 
71000-81000 22 cents or 8 cents of 

25% of value 4% of value 
Over 9,000 40 cents or 12 cents or 

25% of value 4% of value 



-6-
(c) The severance tax Imposed pursuant to subsection (2) (a) 
on each ton of coal produced In the state from July 1, 1990 
until June 30, 1991 is: 

Heat in~ gualit~ Surface Under~ round 
(Btu per pound Minln~ Min ins 

of coal): 
Under 71000 12 cents or 5 cents or 

13% of value 3% of value 
7!000-81000 22 cents or 8 cents or 

20% of value 4% of value 
81000-9!000 34 cents or 10 cents or 

20% of value 4% of value 
Over 9!000 40 cents or 12 cents or 

20% of value 4% of value 

(d) The severance tax imposed pursuant to subsection (2) (a) or 
ton of coal produced in the state after June 30, 1991, Is: 

Heating quality Surface Underground 
(Btu per pound Mining Mining 
of coal): 

Under 7,000 12 cents or 5 cents or 
13% of value 3% of value 

7,000-8,000 22 cents or 8 cents 
15% of value 4% of value 

8,000-9,000 34 cetns or 10 cents 
15% of value 4% of value 

Over 9,000 15% of value '+% of value 

(3) "Value" means the contract sales price. 

(4) The formula which yields the greater amount of tax In a 
particular case shall be used at each point on this schedule. 

(5) A person is not liable for any severance tax upon 
50,000 tons of the coal he produces In a calendar year, 
except that if he produces more than 50,000 tons of coal in a 
calendar year, he will be 1 !able for severance tax upon all 
coal produced in excess of the first 20,000 tons. 

(6) A new coal production incentive tax credit may be 
claimed on certain coal as provided in 15-35-202." 

17. Page 9, line 20 through page 10, line 19. 
Strike: section 4 in Its entirety 

18. Page 11, 1 ine 15 through page 12, 1 ine 9. 
Strike: section 6 In its entirety 
Insert: "Section 6. Section 15-35-202, MCA, Is amended to 

read: 



15-35-202. New coal production Incentive tax credit allowed-­
application 1 lmited. (1) A coal mine operator Is entitled to a 
coal production incentive tax credit e~-;;%-e~ against the tax 
Imposed under 15-35-103 of: 

(a) 33 1/3% for Incremental production sold 
during calendar years 1985 and 1986L 

(b) 50% for Incremental production sold from 
January 1, 1987 until June 30, 1988; and 

(c) 40% for incremental production sold from 
July 1, 1988 until June 30, 1990; provided, however, that 
If the production quota established In 15-35-103 (2)(a)(i) Is 
not met, the tax credit for this period Is 50% for fiscal year 
1989 and 40% for fiscal year 1990 .. 

(2)(a) A coal mine operator is entitled to a new coal productlo 
incentive tax credit e~-;;-!f;% against the tax Imposed under 

15-35-103 on incremental production for the entire term of an 
agreement, except as provided in subsection (3) If the incremental 
production resulted from coal purchases under: 

(i) an existing agreement which was extended between 
January 1, 1985, and J~Re-;,-!9&r December 31, 1988, for 
at least a 5 year period; or 

(II) a new agreement that was executed between January 1, 
1985, and December 31, 1988. 

(b) The rate of credit allowed under (2)(a) Is: 

(I) 33 1/3% for incremented production sold from January 1 
1985 until December 31, 1987; 

(I) 50% for any Incremental production sold 
from January 1, 1985 until June 30, 1988; 

(ii) 40% for any Incremental production sold 
from July 1, 1988 until June 30, 1990. However, establishe 
In 15-35-103 (2)(a)(l) Is not met, the tax credit for this 
period Is 59%; and 

(Iii) 25% for any incremental production sold 



1 9 • 

2 0 . 

21 

from July 1, 1990 til June 30, 1991. 
(Jv) 25% after June 30, 1991 if the production quota In 
15-35-103 (2)(a)(1) has not been met. 

(3) No credit may be claimed for coal produced prior to January 
1, 1985. 

Following: line 17 
Insert: (b) distributing the incremental production for each quarte 
among the quarters in the calendar year In the same proportion as t~ 
total volume of coal sold each quarter to each respective purchaser 
and summing the amounts for all purchasers to determine the purchase 
Incremental production for each quarter. 

Page 12, line 20. 
Following: "purchaser" 
Insert: "each. quarter~'J.. 
£ ~ ". l.11"- C y J" v b Ft;..~> e.-:.:1:' .( '-I} "11 ) 
Page 12, 1 ine 25-'. 
F o 1 1 ow i n g : 1 i n e 2 2 
Strike: "calendar year" 
Insert: "quarter" 

22. Page 12, line 25. 
F o 1 1 owing: 1 i ne 2 4 
Strike: "33 1/3 %" 
Insert: "the appropriate percentage on provided In 15-35-202 for 

each quarter" 

23. Page 13, line 2. 
Following: "purchasers" 
Insert: "for all four quarters of the calendar year" 

24. Page 13, 1 ines 8 and 9. 
Following: "year." on line 8 



Strike: remainder of line 8 through "subsection." on line 9 

2,. Page 14, 1 I ne 4. 

Strike: section 8 In Its entirety 

Renumber: subsequent sections 

<:). -, 
2f. Page 16, 1 I nes 8 through 11. 

Strike: section 10 In Its entirety 

Insert: "Section 10 . Appllcatillty. This act applies 

retroactively, within the meaning of 1-2-109, to tax 

years beginning after December 31, 1986. 

-END-

legls1/HB 252 
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TED SCHWINDEN 
GOVER:>IOR 

The Honorable Robert Marks 
Speaker of the House 
State Capitol 
Helena, MT 59620 

:!otatr of :tliontana 
QDffirr of tl)r tiourruor 

1b;rlrnn, !Rontnnn 59620 
·lDli-·14·1· 3111 

April 6, 1987 

The Honorable William J. Norman 
President of the Senate 
State Capitol 
Helena, MT 59620 

Dear Representative Marks and Senator Norman: 

Proofreading of the amendments to House Bill No. 252 that I sent to 
you earlier today revealed several typographical errors. The attached 
amendments have been changed to correct those errors. Please substitute 
these amendments for those enclosed in my earlier letter. 

TED SCHWINDEN 
Governor 



GOVERNOR'S AMENDMENTS 
TO HOUSE BILL NO. 252 

(Reference Copy) 
(April 6, 1987) 

1. Title 1 lines 6 through 8. 
Following "RATES;" on line 6 
Strike: remainder of line 6 through "PURCHASED;" on 

line 8 
Insert: "P R OV lOIN G A C 0 NT IN GENT PERMANENT 

REDUCTION; EXTENDING THE NEW PRODUCTION 
CREDIT" 

2. Title, line 10. 
Following: 11 15-35-104" 
Strike: 11 AND 11 

Insert: "," 
Following: "15-35-202 11 

Strike: "THROUGH 15-35-204" 
Insert: 11 , AND 15-35-20311 

3. Page 3, line 25. 
Following: "purchaser" 
Insert: ",except as provided in (b)," 

4. Page 3, line 25. 
Following: "MEANS" 
Insert: ": (a)" 

5. Page 4, line 2. 
Following: line 1 
Strike: "(a)" 
Insert: "(i)" 

6. Page4,1ine5. 
Following: line 4 
Strike: 11 (b )" 
Insert: "(ii)" 

7. Page 4, line 6. 
Following: line 5 
Strike: 11 (i)" 
Insert: "(A)" 

8. Page4, line9. 
Following: line 8 
Strike: "(il)" 
Insert: "(B)I' 

9. Page4,1ir.el7. 
Following: line 16 

I, 

CORRECTED 
SECOND PRINTING 



Lnsert: "(b) If the volume C£tlculated in subs~ctiQr.t 
(a) (J) is le,ss than one.:.third of tl:i~·v<;)lMm~ 
calculated, in st,~,bse_c;;Mon (a) 
(i,i), the base apn,sum !,}tlon level is '*-he. 
v.ol·t.Jme c;alc_\..l_l,at:.ed lin (;;~) (ii)." 

10.. 1Pag£t 4., U-ne 1,8;. 
F.oJto.wing: line l7 
hts.e.rt: ''e,xcept as pxovi.ded in (b)'' 
!following: ~"means" 
ln.se.rt: t•(a)" 

11. Page 4 ~ Une. 19. 
Followlli'lg: Hne l8 
Strike: n(a)''' 
Insert: "'Cf)n 

12. Page Lj.• line 22. 
following: "line 2111 

Strike: '1(b ) 11 

Insert: "0011 

13. Page 4, lin~ 24. 
Following: line 23 
Insert: "(b) lf the am<?wnt calculeteq ln SIJ9§~~~!91'1 

(a)(ll) Is less than ont;J..,thin:J of the am81:J!lt 
calculated in (a)(i), the b<:;se consumptiqp 
level is the amount Galculat,ed jn ~IJbS,!=Ction 
(a)(l)n 

14. Page 6, lines 13 and 14. 
Following: line l2 
Strike: subsection (9) In its. entiret,y 
Renumber: subseguemt subsectJons 

15. Page 7, lines 5 Md 6. 

16. 

Following: line 4 
Strike: st.J.bsection (14) in its entireJ;y 
Renumber: subsequent si.Jbsections 

Page 7, 
Strike: 
Insert: 

Hne 18 thro!Jgh page 9, line 19. 
section 3 in its entirety 
11 Se.ctlon 3. Section 15.,..35-103, MCA, is 
amended to read: 

"15-35-103, Severance tax -,.. rates imposed -- exemptions. (l) 
A Except as provided In subsection (2), £_severance tax _is 
imposed on each ton of coal produced in the ?tate in a~cordance 
with the following schedule: 

2 



(a) Fiscal Year 1988 and 1989: 

Heating quality 
(Btu per pound 

of coal): 

Under 7,000 

8,000-9,000 

Over 9,000 

Surface 
Mining 

12 cents or 
2 0 96 of value 

22 cents or 
30% of value 

34 cents or 
30% of value 

40 cents or 
. 1 2 cents or 
3 0 96 of value 

(b) Fiscal Year 1990: 

Heating quality Surface 
(Btu per pound Minina 
of coal): 

Under 71000 12 cents or 
13% of value 

7!000-8!000 22 cents or 
25 % of value 

8!000-9!000 34 cents or 
25% of va;ue 

Over 9.000 40 cents or 
25% of value 

Underground 
Mining 

5 cents or 
3% of value 

8 cents or 
4% of value 
10 cents or 
4% of value 

4% of value 

Underground 
Mining 

5 cents or 
3% of value 
8 cents or 
4% of value 
10 cents or 
4% of value 
12 cents or 
4% of value 

(c) Fiscal Year 1991 and thereafter: 

Heat ina quality Surface 
(Btu per pound Minino 
of coal): 

Under 71000 12 cents or 
13% of value 

7 !000-81000 22 cents or 
20% of value 

81000-91000 34 cents or 
2 0 9,; of value 

Over 91000 40 cents or 
2 0 "s of value 

Underground 
Mining 

5 cents or 
3% of value 
8 cents or 
496 of value 
10 cents or 
4% of value 
12 cents or 
49; of value 

(2)(a)(i) On or before October 1 1 1988, the department shall detern.rne 
the total number of tons of coal produced in Montana and sold from 
July 1 1 1987 throuah June 30 1 1988. If the department finds that 
these sales exceed 32.2 mill ion tons (which is the averaoe total 
yearly coal sales for calendar years 1983, 1984, 1985 and 1986), 
the rate of the coal severance tax is as set forth in subsections 
(2)(b) and (2)(c). 

3 



(ii)If anv facility that burn~d Montana coalat any time from .July 1·, 
1987 to June 30, 1988 does not operate durina a portion of that period 
due to machanical failure, the deoartme.nt shall d~t~rmi.n~the averaae 
month! Y sales of Mont.ana <;o&l to the f-acility dyring its oper·at ion and 
multipl't t.his figl!re· by 12. The.dE1oartment shall include the product 
of this calc'ulation making Lts determinC~tion. of coal' p,r:ociuced in Montana 
and sold from July 1, 1.987 through Jure 30, f9S8. 

(b) The severance ta~ imposed pursuant to subsection (2)(a) on 
each ton of coal produced In the state from· July 1, 1988, 
through June 30, 1990 is: 

Heating quality Surface Undergrouns! 
~B'tu per pound Minin9 Min i'na 

of coal): 
Under 7!000 12 cents or 5 cents of 

17% of value 3% of vall!e 
7!000-8!000 22 cents or 8 cents of 

25% of value 4% of value 
Over 9.000 40 cents or 12 cents or 

25% of value 495 of value 

(c) Th• severance tax imposed pursuant to ~ubsection (2) (a) 
on each ton of co&! produced in th~ state from July 1, 1990 
until June 30, 1991 is: 

Heating quality 
(Btu per pound 

of coal): 
Under 7,000 

7,00~-a,ooo 

8!000-9!000 

Over g.,OQ·O 

12 
13% 

22 
20% 

34 

Surface 
Mining 

cents or 
of value 
cents or 
of value 
cents or 

20% of value 
40 cents or 
20% of value 

Underground 
Mining 

5 cents or 
3% of value 

8 cents or 
4% of value 

10 cents or 
4% of value 

12 cents or 
4% of value 

(d) The severance tax Imposed pursuant to s.ubsect ion (2) (9) on 
each ton of coal produced in the state after June 30, 1991, 'ts: 

Heating quality Surface Undergrol,lnd 
(Btu per pound Mining Mining 
of coal): 

Under 7!000 12 cents or 5 cents or 
13% of value 3% of value 

lz000-8 1 000 22 cents or 8 cents 
15% of value 4% of value 

8!000-9!000 34 cents or 1 0 cents 
15% of value 40& of value 

Over 9 1 0 0 0 15% of value 4 9& of value 



(3) "Value" means the contract sales price. 

f~~(4) The formula which yields the greater amount of tax in a 
particular case shall be used at each point on this schedule. 

f5~(5) A person is not 1 iable for any severance tax upon 
50,000 tons of the coal he produces in a calendar year, 
except that if he produces more than 50,000 tons of coal in a 
calendar year, he will be 1 iable for severance tax upon all 
coal produced in excess of the first 20,000 tons. 

f4~(6) A new coal production incentive tax credit may be 
claimed on certain coal as provided in 15-35-202." 

17. Page 9, line 20 through page 10, line 19. 

18. 

Strike: section 4 in its entirety 
Renumber subsequent subsections 

Page 11, 
Strike: 
Insert: 

line 15 through page 12, line 9. 
section 6 in its entirety 
"Section 6. Section 15-35-202, lv1CA, is amended to 
read: 

15-35-202. New coal production incentive tax credit allowed-­
appl !cation 1 imited. (1) A coal mine operator Is entitled to a new 
coal production incentive tax credit ef-!5%-ef against the tax 
imposed under 15-35-103 of: 

(a) 33 1/3% for Incremental production sold 
during calendar years 1985 and 1986L 

(b) 50% for Incremental production sold from 
January 1, 1987 until June 30, 1988; and 

(c) 40% for incremental production sold from 
July 1, 1988 until June 30, 1990; provided, however, that 
if the production quota established In 15-35-103 (2)(a)(i) Is 
not met, the tax credit for this period is 50% for fiscal year 
1989 and 40% for f i sea 1 year 1990. 

(2)(a) A coal mine operator is entitled to a new coal production 
incentive tax credit ef-55-~f!% against the tax imposed under 
15-35-103 on incremental production for the entire term of an 
agreement, except as provided in subsection (3) if the incremental 
production resulted from coal purchases under: 

(i) an existing agreement which was extended between 
January 1, 1985, and o::h:tAe-!9r-1:-9!H December 31, 1988, for 
at least a 5 year period; or 

(ii) a new agreement that was executed between January 1, 
1985, and d~Ae-59 7 -1:-9&~ December 31, 1988. 



(b) The rate of credit allowed under (2)(a) is: 

(i) 33 1/3% for incremented production sold from January 1, 
1985 unt J 1 December 31, 1986; 

(li) 50% for any Incremental production sold 
from January 1, 1987 until June 30. 1988; 

(iii) 40% for any incremental production sold 
from July 1, 1988 until June 30, 1990. However, if the 
production quota established in 15-35-103 (2)(a)(i) 
is not met, the tax credit for this period is 50% 
for fiscal year 1939 and 40% for fiscal year 1990; and 

(iv) 25% for any incr~mental production sold 
from July 1. 1990 til June 30, 1991. 
(v) 25% after June 30, 1991 if the production quota in 
15-35-103 (2)(a)(1) has not been met. 

(3) No credit may be claimed for coal produced prior to January 
1, 1985. 

1 9 . F o 1 1 ow i n g : 1 i n e 1 7 
Insert: (b) distributing the Incremental production for each 
quarter among the quarters in the calendar year in the same 
proportion as the total volume of coal sold each quarter to 
each respective purchaser and summing the amounts for all 
purchasers to determine the purchaser's incremental pro­
duction for each quarter. 
RENUMBER SUBSEQUENT SUBSECTIONS 

20. Page 12, line 20. 
Following: "purchaser" 
Insert: "each quarter" 

21 Page 12, 1 Jne 23. 
Following: line 22 
Strike: "calendar year" 
Insert: "quarter" 

22. Page 12, 1 Jne 25. 
F o 1 lowing: l in e 2 4 
Strike: 11 33 1/3 %" 
Insert: "the appropriate percentage on provided in 15-35-202 for 

each quarter" 

2 3. Page 13, l i ne 2. 
Following: "purchasers" 
Insert: "for all four quarters of the calendar year" 

24. Page 13, lines 8 and 9. 
Following: "year." on line 8 



Strike: remainder of 1 ine 8 through "subsection." on 1 ine 9 

25. Page 14, line 4. 

2 5. 

Strike: section 8 in Its entirety 
Renumber: subsequent sections 

Page 16, 
Strike: 
Insert: 

1 ines 8 through 11. 
section 10 in its entirety 
"Section 10. Applicatility. This act applies 
retroactively, within the meaning of 1-2-109, to tax 
years beginning after December 31, 1986. 

-END-

legis1/HB 252 
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB252, as amended by Governor. 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act lowering coal severance tax rates; revising legislative findings and declarations of purpose; and providing 
an effective date and a retroactive applicability date. 

ASSUMPTIONS: 

1. The House Joint Resolution 41 coal severance tax assumptions provide the basis of comparison. 

2. Coal severance tax collections under current law will be $56,148,000 in FY88, and $61,020,000 in FY89. 

3. This fiscal note has been prepared based on three different assumptions of total coal production. 

Option I: 

Option II: 

Option Ill: 

Total production is assumed not to change from the levels established in HJR41. 

Fiscal year 88 production is assumed to reach 31.9 million tons, slightly below the trigger 
level of 32.2 million tons contained in the Governor's amendments to HB252. 

Fiscal year 88 production is assumed to reach 32.7 million tons, slightly above the trigger 
level of 32.2 million tons contained in the Governor's amendments to HB252. 

{)u,£! ~- DATE tkln 
DAVD c HUNTER, (;ETIRiCToR 
Office of Budget and Program Planning 

-1~ . C-J./., ..-7 / 
)' f {L l L <'-""- If "<:!-/«1:. " '.¢--4 '---' 

MARIAN HANSON, PRIMARY SPONSOR 

Fiscal Note for HB252, as amended by Governor. 

H/3 zr~ 
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FISCAL IMPACT OF HB 252 (WITH GOVERNOR'S AMENDMENTS) 

PRODUCTION 
(MILLIONS OF TONS) 

CURRENT LAW GOVERNOR'S HB 252 GOVERNOR'S HB 252 
(HJR 41 ASSUMPTIONS) (NO TRIGGER) (TRIGGER) 

CY 87 CY 88 CY 89 CY 87 CY 88 CY 89 CY 87 CY 88 CY 89 
---- ----- ----- ----- -----

DECKER 9.900 9.900 9.900 9.900 9.900 9.900 9.900 9.900 9.900 
KNIFE RIVER 0.200 0.200 0.200 0.200 0.200 0.200 0.200 0.200 0.200 
PEABODY 2.780 2.780 2.780 3.380 3.380 3.380 3.380 3.380 3.380 
SPRING CREEK 3.080 3.080 3.080 4.080 4.080 4.080 4.080 4.080 4.080 
WESTERN ENERGY 9.300 10.500 10.500 10.900 13.100 13.100 11.900 13.100 13.100 
WESTMORELAND 1.680 2.580 2.580 2.680 . 580 3.580 2.680 3.580 3.580 

TOTAL 26.940 29.040 29.040 31.140 34.240 34.240 32.140 34.240 34.240 

INCREMENTAL PRODUCTION 
(MILLION~ OF TONS) 

HB 252 HB 252 (NO TRIGGER) 
CURRENT LAW * NO CHANGE IN PRODUCTION FY88 PRODUCTION - 31.9M TONS 

CY 87 CY 88 CY 89 CY 87 CY 88 C:' 89 CY 87 CY 88 CY 89 
----- ----- ----- ----- ----- ----- ----- ----- -----

DECKER 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 
KNIFE RIVER 0.000 0.000 0.000 0.015 0.015 0.015 0.015 0.015 0.015 
PEABODY 0.000 0.000 0.000 0.185 0.185 0.185 0.785 0.785 0.785 
SPRING CREEK 0.383 0.383 0.383 0.482 0.482 0.482 1.482 1.482 1.482 
WESTERN ENERGY 0.000 0.257 0.257 0.032 0.289 0.289 0.632 1.889 1.889 
WESTMORELAND 0.180 1.080 1.080 0.180 1.080 1.080 1.180 2.080 2.080 

TOTAL 0.563 1. 720 1. 720 0.894 2.051 2.051 4.094 6.251 6.251 

CONTRACT SALES PRICE 
(HJR 41 ASSUMPTIONS) 

CY 87 CY 88 CY 89 
----- ----- -----
$10.75 $10.75 $10.75 

$9.61 $9.93 $9.93 
$6.25 $6.50 $6.75 
$5.00 $5.00 $5.00 
$5.34 $5.54 $5.66 
$5.46 $5.69 $5.79 

HB 252 (TRIGGER) 
FY88 PRODUCTION- 32.7M TONS 

CY 87 CY 88 
----- -----
0.000 0.000 
0.015 0.015 
0.785 0.785 
1.482 1.482 
1.632 1.889 
1.180 2.080 

5.094 6.251 

tftfL.S"'Z­
#:z-

CY 89 
-----
o.ooo 
0.015 
0.785 
1.482 
1.889 
2.080 

6.251 



NO CHANGE 
IN PRODUCTION 
------------------
REGULAR COAL TAX 
WINDOW CREDIT 
TOTAL COAL TAX 

NO TRIGGER - FY88 
PRODUCTION@ 31.9M TONS 

REGULAR COAL TAX 
WINDOW CREDIT 
TOTAL COAL TAX 

TRIGGER - FY88 
PRODUCTION@ 32.7M TONS 

REGULAR COAL TAX 
WINDOW CREDIT 
TOTAL COAL TAX 

FISCAL IMPACT OF HB 252 (WITH GOVERNOR'S AMENDMENTS) 

FY88 

CURRENT PROPOSED 
LAW LAW DIFFERENCE 

------- -------- ----------
$58.631 $58.631 $0.000 
($2.483) ($2.583) ($0.100) 
$56.148 $56.048 ($0.100) 

$58.631 $66.029 $7.398 
($2.483) ($3.094) ($0.611) 
$56.148 $62.935 $6.787 

$58.631 $67.630 $8.999 
($2.483) ($3.294) ($0.811) 
$56.148 $64.336 $8.188 

REVENUE ESTIMATES 
(MILLIONS OF DOLLARS) 

CURRENT 
LAW 

--------
$61.318 
($0.298) 
$61.020 

$61.318 
($0.298) 
$61.020 

$61.318 
($0.298) 
$61.020 

FY89 

PROPOSED 
LAW DIFFERENCE 

-------- ----------
$61.318 $0.000 
($0.737) ($0.439) 
$60.581 ($0.439) 

$68.870 $7.552 
($3.003) ($2.705) 
$65.867 $4.847 

$60.186 ($1.132) 
($3.437) ($3.139) 
$56.749 ($4.271) 

FY 88-89 

CURRENT PROPOSED 
LAW LAW DIFFERENCE 

$119.949 $119.949 $0.000 
($2.781) ($3.320) ($0.539) 

$117.168 $116.629 ($0.539) 

$119.949 $134.899 $14.950 
($2.781) ($6.097) ($3.316) 

$117.168 $128.802 $11.634 

$119.949 $127.816 $7.867 
($2.781) ($6.731) ($3.950) 

$117.168 $121.085 $3.917 

* INCREMENTAL PRODUCTION UNDER CURRENT LAW IS DIFFERENT THAN REPORTED IN HJR 41 BECAUSE OF MORE CURRENT INFORMATION SUPPLIED 
BY THE MONTANA COAL COUNCIL. 

Hli 2 ~-~ 
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FUND DISTRIBUTION 

HB 252 - NO CHANGE IN PRODUCTION=================== FY '88 ================= 

Fund 
============================== 
State General Fund 
School Equalization 
Local Impact 
Education Trust 
Other 

Revenue Under 
Current Law 
============ 

9,174,583 
2,133,624 
3,733,842 
4,267,248 

36,838,703 

Revenue Under 
Proposed Law 
============ 

9,158,243 
2,129,824 
3,727,192 
4,259,648 

36,773,093 

Difference 
============ 

(16,340) 
(3,800) 
(6,650) 
(7,600) 

(65,610) 
============================== =========================== =============== 

TOTAL 56,148,000 56,048,000 (100,000) 

HB 252 - NO TRIGGER =================== FY '88 ================= 
FY 88 PRODUCTION @ 31.9 M TONS 

Fund 
================--============= 
State General Fund 
School Equalization 
Local Impact 
Education Trust 
Other 

Revenue Under 
Current Law 
============ 

9,174,583 
2,133' 624 
3,733,842 
4,267,248 

36,838,703 

Reven• > Under 
Proposed Law 
============ 

10,283,579 
2,391,530 
4, 185,178 
4,783,060 

41,291,654 

Difference 
======;;;;===== 

1,108,996 
257,906 
451,336 
515,812 

4,452,951 
============================== =========================== ~:============= 

TOTAL 56,148,000 62,935,000 6,787,000 

HB 252 - TRIGGER =================== FY '88 ================= 
FY 88 PRODUCTION@ 32.7 M TONS 

Fund 
============================== 
State General Fund 
School Equalization 
Local Impact 
Education Trust 
Other 

Revenue Under 
Current Law 
=========== 

9,174,583 
2,133,624 
3,733,842 
4,267,248 

36,838,703 

Revenue Under 
Proposed Law 
============ 

10,512,502 
2,444,768 
4,278,344 
4,889,536 

42,210,850 
============================== =========================== 

TOTAL 56,148,000 64,336,000 

Difference 
============ 

1,337,919 
311,144 
544,502 
622,288 

5,372,147 

8,188,000 

=================== FY I 89 ========'- . ---~== 

Revenue Under Revenue Under 
Current Law Proposed Law Difference 
============ ============ ============ 

9,970,668 9,898,935 (71,733) 
2,318,760 2,302,078 (16,682) 
4,057,830 4,028,637 (29,193) 
4,637,520 4,604,156 (33,364) 

40,035,222 39,747,194 (288,028) 
============ ============ ============ 

61,020,000 60,581,000 (439,000) 

==========--======== FY '89 ================= 

Revenue Under Revenue Under 
Current Law Proposed Law Difference 
=========== ========== ============ 

9,970,668 10,762,668 792,000 
2,318,760 2,502,946 184,186 
4,057,830 4,380,156 322,326 
4,637,520 5,005,892 368,372 

40,035,222 43,215,339 3, i80,117 
============ ------------ ========== ------------

61,020,000 65,867,000 4,847,000 

=================== FY '89 ============---== 

Revenue Under 
Current Law 
=========== 

9,970,668 
2,318,760 
4,057,830 
4,637,520 

40,035,222 

Revenue Under 
Proposed Law 
============ 

9,272,787 
2,156,462 
3, 773,809 
4,312,924 

37,233,019 
============ ============ 

61,020,000 56,749,000 

Difference 
============ 

(697,881) 
(162,298) 
(284,021) 
(324,596) 

(2,802,203) 
============ 

( 4. 2 71, 000) 
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CONFERENCE COMMITTEE REPORT Report No .... one .............. . 

April 21 87 ......................... 19 .......... 

MR. PRESIDENT 

We, your ------------"'-F..Io.30;s;;_ _____________ Conference Committee on 

House Bill No. 252 

met and considered tbe Governor 1 s amendments to House Bj 1] No 2 52 

We recommend as follows: That the Governor 1 s amendments on the attached pages 
be adopted. 

And that this Conference Committee report be adopted. 

FO~ 

Representative Marks, Chairman 

Jn.~ 
t Sen~r ~irsch Representative Hanson 

Senator Representative D. Brown 
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PAGE .2 

1. Title, lines 6 through 8. 
Following "RATES;" on 1 ine 6 
Strike: remainder of line 6 through "PURCHASED;" on 

1 I ne 8 
Insert: "PROVIDING A CONTINGENT PERMANENT 

REDUCTION; EXTENDING THE NEW PRODUCTION 
CREDIT;" 

2. Title, line 10. 
Following: ''15-35-104" 
StrIke: "AND" 
Insert: "," 
Following: 11 15-35""202" 
Strike: "THROUGH 15-35-20411 

Insert: ", AND 15-35-203" 

3. Page 3, line 25. 

4. 

Fo II owing: " ( 2)" 
Insert: "(a)" 
Following: "purchaser" 
Insert: ",except as provided In subsectl.on (2)(b)," 

Page 4, 1 I ne 2. 
Fo 1 I owIng: 1 i ne 1 
Strike: "(a)" 
Insert: "(I)" 

5. Page 4, I I ne 5. 
F o 1 1 ow I n g : 1 I n e 4 
Strike: "(b)" 
Insert: "(II)" 

6. Page 4, line 6. 
Foll<lWing: line 5 
Strike: 11 (1) 11 

Insert: 11 ('A)i" 

7. Page 4, line 9. 
F o I 1 ow I n g : 1 I n e 8 
Strike: "(li)" 
Insert: "(B)" 

8. Page 4, line 17. 
F o 1 1 ow I n g : 1 i n e 1 6 
Insert: "(b) If the volume calculated In subsection (2) 

(a)(l) Is less than one-third of the volume 
calculated In subsection (2)(a)(il), the base 
consumption level Is the volume calculated in 
subsection (2)(a)(ll)." 

.......................................................... ············ 



9. Page 4, line 17. 
Following: 11 (3)" 
Insert 11 11 (a)" 
Strike: ""Base" 
Insert: "Except 
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as provided In subsection (3)(b), "base" 

10. Page 4, line 19. 
F o 1 1 ow I n g : 1 I n e 1 8 
StrIke: "ill11 

Insert: 11 (1) 11 

11. Page 4, line 22. 
F o 1 1 ow I n g : 11 1 I n e 2 1" 
StrIke: 11 (b)" 
Insert: "ffi)" 

12. Page 4, line 24. 
Fo 1 1 owIng: 1 i ne 2 3 
Insert: "(b) If the amount calculated In subsection 

(3)(a)(ll) is less than one-third of the 
amount calculated in subsection (3)(a)(l), 
the base production level Is the amount 
calculated in subsection (3)(a)(i). 11 

13. Page 6, lines 13 and 14. 
Fo 11 owIng: 1 I ne 12 
Strike: subsection (9) In Its entirety 
Renumber: subsequent subsections 

14. Page 7, lines 5 and 6. 

15 • 

Fo 11 owIng: 1 I ne 4 
Strike: subsection (14) in Its entirety 
Renumber: subsequent subsections 

Page 7, 
Strike: 

line 18 through page 9, line 19. 
section 3 In Its entirety 

Insert: "Section 3. Section 15-35-103, MCA, Is 
amended to read: 

11 15-35-103. Severance tax-- rates imposed-­
exemptions. (1) A Except as provided In subsection 
~~severance tax Is imposed on each ton of coal 
produced in the state in accordance with the following 
schedule: 

(a) Fiscal Years 1988 and 1989: 

Heating qual tty Surface 
(Btu per pound Mining 

of coal): 

Under 7,000 12 cents or 
20% of value 

7,000-8,000 22 cents or 
30% of value 

8,000-9,000 34 cents or 
30% of value 

Underground 
Mining 

5 cents or 
3% of value 

8 cents or 
4% of value 
10 cents or 
4% of value 

Over 9,000 lf: 0 ... c.e.n t.s .. o. r. ............ .1.2 ... cents ... o.r.. · · · · · · 
30% of value 4% of value 
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(b) Fiscal Year 1990: PAGE 4 

Heating gual ity 
(Btu per pound 
of coal): 

Under 7,000 

7,000-8,000 

8,000-9,000 

Over 9,000 

Surface 
Mining 

12 cents or 
13% of value 
22 cents or 
25 % of value 
34 cents or 
25% of value 
40 cents or 
25% of value 

Underground 
Mining 

5 cents or 
3% of value 
8 cents or 
4% of value 
10 cents or 
4% of value 
12 cents or 
4% of v,alue 

(c) Fiscal Year 1991 and Thereafter: 

Heating quality 
(Btu per pound 
of coal): 

Under 7l000 

7,000-8,000 

8l000-9,000 

Over 9looo 

Surface 
Mining 

12 cents or 
13% of Jlue 
22 cents\ or 
20% of value 
34 cents or 
20% of value 
40 cents or 
20% of value 

Underground 
Mining 

5 cents or 
3% of value 
8 cents or 
.ll._9f value 
10 cents or 
4% of value 
12 cents or 
4% of value 

(2)(a)(l) On or before October 1. 1988, the department 
shall determine the tota~ number of tons of coal produced 
In Montana and sold from July 1l 1987, through June 30, 
1988. If the department finds that these sales exceed 32.2 
mill ion tons (which Is the average total yearly coal sales 
for calendar years 1983, 1984l 1985, and 1986), the rate of 
the coal severance tax is as set forth In subsections 
(2)(b) through (2)(d). 

(II) If any facil lty that burned Montana coal at any time 
from July 1, 1987l to June 30l 1988, does not operate 
during a portion of that period due to mechanical failure 
or catastrophic act of Godl the departmer1t shall determine 
the average monthly sales of Montana coal to the facility 
during its operation and multiply this figure by 12. The 
department shall include the product of this calculation in 
making its determination of coal produced In Montana and 
sold from July 1, 1987l through June 30, 1988. ---

. ..................................................... . 
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(b) The severance tax imposed pursuant to subsection 
(2)(a) on each ton of coal produced In the state from 
July 1, 1988, through June 30, 1990, Is: 

Heating guallty Surface Under9round 
~Btu per pound Mlnln!J Mlnln!J 

of coal): 
Under 7z000 12 cents or 5 cents or 

17% of value 3% of value 
7!000-8!000 22 cents or 8 cents or 

25% of value 4% of value 
8 1 000-9 1 000 34 cents or 10 cents or 

25% of value 4% of value 
Over 9£000 40 cents or 12 cents or 

25% of value 4% of value 

(c) The severance tax Imposed pursuant to subsection (2) 
(a) on each ton of coal produced In the state from July 1, 
1990 1 throu9h June 30, 1991, Is: 

Heating guallty Surface Underground 
(Btu per pound Minin9 Mining 

of coal): 
Under 7 1 000 12 cents or 5 cents or 

13% of value 3% of value 
7 1 000-8 1 000 22 cents or 8 cents or 

20% of value 4% of value 
8 1 000-9 1 000 34 cents or 10 cents or 

20% of value 4% of value 
Over 9 1 000 40 cents or 12 cents or 

20% of value 4% of value 

(d) The severance tax imposed pursuant to subsection (2) 
(a) on each ton of coal produced In the state after June 
30 1 1991 1 Is: 

Heating gual lty 
(Btu per pound 
of coal): 

Under 7,000 

7,000-8,000 

8 1 000-9 1 000 

Over 9,000 

Surface 
MIning_ 

12 cents or 
1396 of value 
22 cents or 
15% of value 
34 cents or 
15% of value 
40 cents or 
15% of value 

Under9round 
Mining 

5 cents or 
3% of value 
8 cents or 
4% ofvalue 
10 cents or 
4% of value 
12 cents or 
4% of value 

(3) "Value" means the contract sales price. 

E~~{il The formula which yields the greater amount of tax 
in a particular case shall be used at each point on ek+s 
sekee~+e these schedules. 

. . .. ······ ....................... . . ................ . 
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E~~(5) A person Is not 1 !able for any severance tax upon 
50,000 tons of the coal he produces In a calendar year, 
except that If he produces more than 50,000 tons of coal In 
a calendar year, he will be liable for severance tax upon 
all coal produced In excess of the first 20,000 tons. 

E4~(6) A new coal production Incentive tax credit may.be 
claimed on .certain coal as provided In 15-35-202."" 

16. Page 9, line 20 through page 10, line 19. 

1 7 • 

Strike: section 4 In Its entirety 
Renumber subsequent sections 

Page 11, 
Strike: 
Insert: 

line 15 through page 12, line 9. 
section 6 In Its entirety 
"Section 5. Section 15-35-202, MCA, Is 

amended to read: 

"15-35-202. New coal production incentive tax credit 
allowed-- application limited. (1) A coal mine 
operator Is entitled to a new coal production 
Incentive tax credit ef-~~-;f~%-ef against the tax 
Imposed under 15-35-103 eA-Bfl'r' oc_;_ 

•Ca) 33 1/3% for lntremental production ~Fee~eee-aAe 
sold during calendar years 1985 and 1985~L 

(b) 50% for Incremental production sold from January 
1, 1987, until June 30, 1988; and 

(c) 40% for Incremental production sold from July 1, 
1988, until June 30, 19911; provided, however, that 1.£. 
the production quota established in 15-35-103 
(2)(a)(i) Is not met. the tax credit for this period 
Is 50% for fiscal year 1989 and 40% for fiscal year 
1990. 

(2)(a) A coal mine operator Is entitled to a new coal 
production Incentive tax credit ef-~~-;~!%-ef agatnst 
the tax Imposed under 15-35-103 on Incremental 
production for the entire term of an agreement, except 
as provided In subsection (3), if the Incremental 
.production resulted from coal purchases under: 

Ea~(i) an existing agreement which was extended 
between January 1, 1985, and J~Ae-~G7 -l981 
December 31, 1988, for at least a 5-year period; 
or 

Ee~illl a new agreement that was executed between 
January 1, 1985, and J~Ae-~G 7 -;981 December 31, 
1988. 
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(b) The rate of credit allowed under subsection (2)(a) 
Is: 

(i) 33 1/3% for Incremental production sold from 
January 1, 1985, until December 31, 1986j 

(II) 50% for any Incremental production sold from 
January 1, 1987, until June 30, 1988; 

(Ill) 40% for any Incremental production sold 
from July 1, 1988, until June 30, 1990. However, 
If the production quota established In 15-35-103 
(2)(a)(l) Is not met, the tax credit for this 
period Is 50% for fiscal year 1989 and 40% for 
fiscal year 1990. 

(lv) 25% for any Incremental production sold from 
July 1, 1990, until June 30, 1991; and 

(v) 25% after June 30, 1991, if the production 
quota In 15-35-103 (2)(a)(l) has not been met. 

(3) No credit may be claimed for coal produced prior 
to January 1, 1985."" 

18. Page 12 
F o 1 1 ow i n g : 1 I n e 1 7 
Insert: "(b) distributing the incremental production 
among the quarters in the calendar year In the same 
proportion as the total volume of coal sold each 
quarter to each respective purchaser and summing the 
amounts for all purchasers to determine the coal mine 
operator's Incremental production for each quarter;" 
Renumber: subsequent subsections 

19. Page 12, line 20. 
Following: "purchaser" 
Insert: "each quarter" 

20. Page 12, 1 ine 23. 
Following: line 22 
Strike: "calendar year" 
Insert: "quarter" 

21. Page 12, line 25. 
F o 11 ow I n g : 11 n e 2 4 
Strike: "33 1/3 %" 
Insert: "the appropriate percentage as provided in 

15-35-202 for each quarter" 

22. Page 13, 1 ine 2. 
Fallowing: "purchasers" 
Insert: "for all four quarters of the calendar year 11 

........................................................................ 
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23. Page 13, lines 8 and 9. 
Following: "year." on line 8 
Strike: remainder of line 8 through 11 subsectlon." on 
1 I ne 9 

24. Page 14, line 4. 
Strike: section 8 in its entirety 
Renumber: subsequent sections 

25. Page 16, line 8 
Following: "Applicability." 
Strike: remainder of section 10 In Its entirety 
Insert: "Sections 2 and 5 apply retro.actlvely, 

legis1/HB 252 

within the meaning of 1-2-109, to tax 
periods beginning after Dec~mber 31, 1986. 

-END-
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HOUSE BILL NO. 252 

INTRODUCED BY HANSON, GALT, BOYLAN, BISHOP, POFF, 

HIRSCH, THAYER, SWIFT, O'CONNELL, MCCORMICK, KEATING 

A BILL FOR AN ACT ENTITLED: "AN ACT LOWERING COAL SEVERANCE 

TAX RATES; lMP6SlN6-lN-t99t-A-9&iBiN6--SeAbB--RA~B--SeHBBII&B 

P6R--9eRPAeB-MfNBB-SHBBf~I!MiN6HS-B6A&-BASBB-6N-~HB-AMeeN~-6P 

B6A&-PHRBRASBB~ PROVIDING A CONTINGENT PERMANENT REDUCTION; 

EXTENDING THE NEW PRODUCTION CREDIT; REVISING LEGISLATIVE 

FINDINGS AND DECLARATIONS OF PURPOSE; AMENDING SECTIONS 

15-35-101 THROUGH 15-35-104 ANBL 15-35-202 ~HR6116H 

t5-35-i84, AND 15-35-203, MCA; AND PROVIDING AN EFFECTIVE 

DATE AND A RETROACTIVE APPLICABILITY DATE." 

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

Section 1. Section 15-35-101, MCA, is amended to read: 

MlS-35-101. 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. 
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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) subbiturninous coal and lignite coal in MontanaT 

wh~ft--s~bbi~~mi~o~s--and--~eeoverab%e-by-strip-minift97-is-i~ 

s~ffieient-demand-tbat-et-least-one-th~ra-o£--tae--priee--it 

eommands--at--t~e--mine--may--go--to--the--eeonomie-rents-of 

roya~ties-and-proa~etion-taxes have sufficiently different 

markets and value and therefore require different production 

taxes: 

t£t--eea~--ift--the--%±~"±te--£orm-is-i~-ie~s-demond-aftd 

prod~eers-oi-%i~n±te-are--able--te--pay--lesser--ame~ftte--ot 

reya~ty--and--~~ed~etion-ta~-than-prodtteer~-ei-e~~bitumi~o~e 

ear\-pay1' 

t9tifl 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 

-2- HB 252 
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producers can pay; and 

tftt1gl 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 

chapter are to: 

(a) allow the severance taxes on coal production to 

remain a constant percentage of the price of coal; 

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

to local governments through the property taxation system; 

{c) simplify the structure of coal taxation in 

Montana, reducing tax overlap and improving the 

predictability of tax projections; and 

(d) accomplish the foregoing 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. Section 15-35-102, MCA, is amended to read: 

''15-35-102. Definitions. As used in this chapter, the 

following definitions apply: 

(l) 11 Agreement" means a signed contract that is valid 

under Montana law between a coal mine operator and a 

purchaser or broker for the sale of coal that is produced in 

Montana. 

-3- HB 252 
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(2) ~"Base consumption level" for a purchaser.!... 

EXCEPT AS PROVIDED IN SUBSECTION (2)(8), means the greater 

lesser of: 

tati!l the arithmet~e-av@~a~~ volume of coal purchased 

during calendar y~ar~-%983--and--1984 year 1986 from all 

Montana coal mine operators; or 

tbtll!l the greater of: 

tit(A) the arithmetic average volume of coal purchased 

during calendar years 1983 and 1984 from all Montana coal 

mine operators; or 

ti%t(B) 90% of the maximum tonnage provided for in any 

agreement executed prior to January 1, 1985, for which the 

highest scheduled minimum quantity of coal stipulated by the 

terms of the agreement as they existed on January 1, 1985, 

has not been purchased at any time during the term of the 

agreement, plus the arithmetic average volume of coal 

purchased during calendar years 1983 and 1984 from all 

Montana coal mine operators under all other agreements. 

(B) IF THE VOLUME CALCULATED IN SUBSECTION (2)(A)(I) 

rs LESS THAN ONE-THIRD OF THE VOLUME CALCULATED IN 

SUBSECTION (2)(A)(II), THE BASE CONSUMPTION LEVEL IS T~E 

VOLUME CALCULATED IN SUBSECTION (2)(A)(II). 

(3) ~ useoe EXCEPT AS PROVIDED IN SUBSECTION (3)(B), 

"BASE production levelu for a coal mine operator means the 

lesser of: 

-4- HB 252 
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f8t(I) the arithmetic average volume of coal produced 

in Montana and sold to a purchaser in 

and 1984; or 

calendar years 1983 

t~t(II) the volume of coal produced in Montana and sold 

to a purchaser in 1986. 

(B) IF THE AMOUNT CALCULATED IN SUBSECTION (3)(A)(II) 

IS LESS THAN ONE-THIRD OF THE AMOUNT CALCULATED IN 

SUBSECTION (3)(A)(I), THE BASE PRODUCTION LEVEL IS THE 

AMOUNT CALCULATED IN SUBSECTION (3)(A)(I). 

(4) "Broker" means any person who resells Montana 

coal. 

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

coal extracted apd prepared for shipment f.o.b. mine, 

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 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 quarterly periods ending on and after 

September 30, 1984, 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 
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(b) 

September 

for 

30, 

quarterly periods 

1985, 15 cents 

ending 

per ton 

HB 0252/03 

on and after 

plus 50\ of the 

difference between 15 cents per ton and the amount of such 

federal, state, and tribal government royalties actually 

paid; 

(C) 

September 

for 

30, 

quarterly 

1986, 15 

periods 

cents 

ending 

per ton 

on 

plus 

and after 

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 quarterly periods ending 

September 30, 1987, 15 cents per ton. 

on and after 

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

(7) "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. 

(8) "Incremental production" means that quantity of 

coal produced annually by a coal mine operator and sold to a 

qualified purchaser that exceeds the base production level 

of the coal mine operator for that purchaser, but only to 

the extent the quantity of coal exceeds that purchaser's 

base consumption level from all Montana producers. 

~--nhiqn±t~n-Meens-coa%-with--e--~eat±ftg-~g~e~ity--o£ 

~ 7eee-at~~~-pe~-po~nd-er-%e~~· 
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t9ttl9t(9) "Produced" means severed from the earth. 

tt9tfllt(l0) "Purchaser'' means a person who purchases 

or contracts to purchase Montana coal directly from a coal 

mine operator or indirectly from a broker and who utilizes 

that coal in any industrial, commercial, or energy 

conversion process. A coal broker or any other third party 

intermediary is not a purchaser under the provisions of this 

chapter. 

tlittlit(ll) "Qualified purchaser'' means a purchaser 

whose purchases of Montana coal in any given year exceed his 

base consumption level. A purchaser of Montana coal who 

enters into a coal agreement with another purchaser or a 

broker that causes a reduction in the base consumption level 

of a purchaser is not a qualified purchaser. 

fi~tti3t(l2) ~strip mining~ or ''surface mining'' is 

defined in 82-4-203. 

ti4t-usnbbitttmiftott~u-me8ns-eo8%-w±th-a-heat±~g--qtt8%~ty 

of-more-than-~799&-Bttt•e-per-po~ne~ 

ti:3tti5t(l3) 11 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 coal, or any 
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license fee. 

t%4tt±6t(l4) 11 TOn 11 means 2,000 pounds. 

ti5ttiit(l5) "Underground mining" means a coal mining 

method utilizing shafts and tunnels and as further defined 

in 82-4-203.'' 

S~e~~o~-37--S~et~o~-%5-35-i93T-M€A,-±s-~mended-~o-re8d~ 

ui5-35-i93~--5@Y~re~ee--tax--------rates---imposed----­

exemptions.---ttt--A--BM€BPP--AS--PR6Vf888-fN-tSB€Pf6N-4~7-A 

severe~ee-eax-±~-~mpe~ed-o~-eaeh-eon-of-eoe:i-prod~eed-in-ehe 

aeaee-~~-aeeordanee-wieh-~he-Eeiiew±n9-~ehed~ie~ 

Hea~in9-qt1aii~y St!rEael!'--

tBttt-per-[Oettnd Mini:n9--

---o£-eM±t~ 

tfnder-=?..,999 1:2!-eents-or 

29%-e£-vai-tle 

'i'Teee-e,eee i!i-eenta-or 

39%-o£-va:b:le 

8,999-9,999 34-eent:s-et" 

39%-of-lll!lliHe 

9Yef"-9..,998 46-eent:s-or 

39%-o£-y"±tte 

tat--en-stlrfe:e@-mi~ed-sttbbitttminot~s-eeai~ 

t±t--fn-F'iseai 

¥ee:r-Begir'lni_'?£ 

ifttiy-t,-±99.1 

-8-

en-Base 
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39%-er-"8±tle 

tfndergrot2nd 

M±n±ng---

5-eents-or 
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ti~t-en-~ncrementa%-prodne~ion-after-danHary--%7--199~7 

t"e-tax-rate-is-t5t-5t-o£-valt!eT-AP~BR-i1HbY-tT-i9887-THB-TAM 

RATB--f9--l9t--eP-YAbH8•-APTBR-dHb¥-l7-i989,-~HB-TAM-RA~B-i9 

i5t-eP-YAbHBT 

tbt--9n-enr£aee-mtned-liqnite-eeai~ 

t±t--Yft-fieeai 

Year-Beginning-:­

dl21y-tT-i98't 

ilt!ly-t,-%988 

.... iy-%,-%989 

d12ly-t,-t999 

After-at~ne-3& 7 -1991 

en-Baee 

€of"letun.pt:±on~ 

2!9%-o£-ve:i~::te 

i=?%-o£-valt2e 

13%-e£-ved:::t:te 

i-3%-o£-vaitte 

:ret-e£-ve:ltte 

t±±t-en-inerement:al-prodttetion-a£ter-danttary--l7 --l98~7 

the-tax-rate-is-lOt-o£-vai~e~ 

tct--en-cnderqrottnd-m±ned-eoai~ 

iignite7 -3t-o£-vaiHe 

st~bhitttminot~s 7-4\-e£-•aitle 

•Yalt~e~-means-the-contraet-sales-prieeT 

tit--The-£ormt~ia-which-y±eide-the-9reater-ametl~~-of-tax 

±~--a--partiettiar--caee--e~a~~-be-u~ed-at-~ae~-poi~t-oft-thie 

eehednieo 
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t3tf!i--A-pereoft-is-fto~-%±abi~-fer--sny--seve~ance--tsx 

~pon-567699-~efts-or-~he-eoai-h~-produees-±ft-a-cale"dar-year, 

excep~--eha~-i£-he-predtlcee-more-than-59,999-tene-ef-coai-±n 

a-caiendar-year,-he-wiii-be-~~abie-for--eeverance--tax--ttpeft 

aii-eeal-prodnced-in-exeess-o£-~he-firet-i67699-tenso 

t4tfii--A--new-eoai-~redttction-±nce"tive-tax-credit-~ay 

be-eia±med-on-eertaift-eoai-as-provided-i"-15-35-iQ~.u 

SECTION 3. SECTION 15-35-103, MCA, IS AMENDED TO READ: 

"15-35-103. Severance tax rates imposed 

exemptions. (1) A Except as provided in subsection (2), a 

severance tax is imposed on each ton of coal produced in the 

state in accordance with the following schedule: 

(a) Fiscal Years 1988 and 1989: 

Heating quality Surface Unde[ground 

(Btu per pound Mining Mining 

of coal): 

Under 7,000 12 cents or 5 cents or 

20\ of value 3\ of value 

7,000-8,000 22 cents or 8 cents or 

30% of value 4'1 of value 

8,000-9,000 34 cents or 10 cents or 

30\ of value 4% of value 

Over 9,000 40 cents or 12 cents or 

30\ of value 4% of value 

~iscal Year 1990: 
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Heating quality Surface Underground 

(Btu per pound Mining Mining 

of coal): 

under 7,000 12 cents or 5 cents or 

13% of value 3% of value 

7,000-8,000 22 cents or 8 cents or 

25% of value 4% of value 

8,000-9,000 34 cents or 10 cents or 

25% of value 4\ of value 

Over 9,000 40 cents or 12 c~nts or 

25% of value 4\ of value 

(C) Fiscal Year 1991 and Thereafter: 

Heating quality Surface Underground 

(Btu per pound Mining Mining __ _ 

of coal): 

Unde.£__]., 000 12 cents or 5 cents or 

13\ of value 3% of value 

7,000-8,000 22 cents or 8 cents or 

20\ of value 4% of value 

8,000-9,000 34 cents or ------- 10 cents or 

20\ of value 4% of value 

Over 9,000 40 cents or 12 cents or 

20\ of value 4% of value 

{2) (a) (il On or before October 1' 1988, the 

department shall determine the total number of tons of coal 
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produced in Montana and sold from July 1, 1987, through June 

30, 1988. If the department finds that these sales exceed 

32.2 million tons (which is the average total yearly coal 

sales for calendar- years 1983, 1984, 1985, and 1986), the 

rate of the coal severance tax is as set forth in 

subsections (2)(b) through (2) (d). 

(ii) If any facility that burned Montana coal at any 

time from July 1, 1987, to June 30, 1988, does not operate 

during a portion of that period due to mechanical failure or 

catastrophic act of God, the department shall determine the 

average monthly sales of Montana coal to the facility during 

its operation and multiply this figure by 12. The department 

shall ~nclude the product of this calculation in making its 

determination of coal produced in Montana and sold f~~~uly 

1, 1987, through June 30, 1988. 

{b) The severance tax imposed pursuant to subsection 

(2)(a) on each ton of coal produced in the state from July 

1, 1988, through June 30, 1990, is: 

Heating quality Underground Surface ------

~-~_.per pound Mining Mining 

of coal): 

Under 7, 000 12 cents or 5 cents or 

17% of value ~value 

7,000-8,000 22 cents or 8 cents or 

25% of value 4% of value --------
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8,000-9,000 34 cents or 10 cents or 

25\ of value 4\ of value 

Over 9,000 40 cents or 12 cents or 

25% of value 4% of value 

(c) The severance tax imEosed ~ursuant to subsection 

P!!a) on each ton of coal Eroduced in the state from July 

1, 1990, throu9h June 30, 1991, is: 

Heatin51 gualit:t Surface Underground 

(Btu 12er E:Ound Mining Mining 

of coal): 

Under 7,000 12 cents or 5 cents or 

13\ of value 3\ of value 

7,000-8,000 22 cents or 8 cents or 

20% of value 4% of value 

8,000-9,000 34 cents or 10 cents or 

20\ of value 4\ of value 

Over 9,000 40 cents or 12 cents or 

20\ of value 4% of value 

(d) The severance tax imE:osed 12ursuant to subsection 

(2)!a) on each ton of coal E:roduced in the state after June 

30, 1991, is: 

Heating gualit:t Surface Underground 

'Btu 12er 12ound .Mining Mining ,_ 

of coal): 

Under 7,000 12 cents or 5 cents or 

-13- HB 252 

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 

13\ of value 3\ of value 

7,000-8,000 22 cents or 8 cents or 

15\ of value 4% of value 

8,000-9,000 34 cents or 10 cents or 

15% of value 4\ of value 

Over 9,000 40 cents or 12 cents or 

15\ of value 4\ of value 

ill "Value" means the contract sales price. 

titi!l The formula which yields the greater amount of 

tax in a particular case shall be used at each point on this 

sehed~%e these schedules. 

t3t~ A person is not liable for any seve[ance tax 

upon 50,000 tons of the coal he produces in a calendar year, 

except that if he produces more than 50,000 tons of coal in 

a calendar year, he will be liable for severance tax upon 

all coal produced in excess of the first 20,000 tons. 

t•tl!l A new coal production incentive tax credit may 

be claimed on certain coal as provided in 15-35-202." 

NHW-SB€T!BN•--SBET!9N-4T--£NEENTIVB--T~M--RATB--~-ee~b 

PRBBB€BR-BASB8-BN-TBNN~6E-PHR€H~SBB-B¥--PHR€HASBRS.----~PTBR 

69NB--39,--l99l,--~--SEVERAHEB-TAM-IS-IMPBSBB-9N-EAEH-T9H-9P 

SHBBITBMIN9HS--€BAb--PRBB9€BB--ANB--S9b8--T9--PHREH~SERS--IH 

A€€9RBAHEE-WITH-THE-P9bbBWIN6-S€HEBHbET 

tlt--±5.9t--BP-VAb8E-PBR-Abb-SHBBITBM£H9HS-eeAb-SBbB-T9 

A-PBR€HASHR-WH9--PHREHASBS--bBSS--THAN--3--Mlbbl9N--T9HS--9P 
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SHBBi~HMiN6HS--€6Ab--PR6M--Abb--M6N~ANA--PR6BH€BRS--BHRiN8-A 

PiS€Ab-¥BAR~ 

t~t--l4~5%-6P-YAbHB-P6R-Abb-SHBBi~HMiN6HS-B6Ab-S6bB--~6 

A--PHRBHASBR--WH6--PHR€HASBS-3-Mibbi6N-~NS-6P-SHBBi~8MiN6HS 

€6Ab-6R-M6RB-BH~-bBSS-~HAN-6-Mibbi6N-~6NS--6P--SHBBi~HMiN68S 

€6Ab-PRBM-Abb-M6N~ANA-PR6BH€BRS-BHRfNS-A-PiS€Ab-¥8AR~ 

t3t--l4~8t-6P-YAbHB-P6R-Abb-SHBi~HMiN6HS-€6Ab-S6bB-~6-A 

PHR€HASBR-WH6-PHRBHASBS-6-Mibbi6N-~6HS-6P-SHBBi~HMiN6HS-B6Ab 

6R--M6R8--BH~-bBSS-~HAN-8-Mfbbi6N-~6HS-6P-SHBBi~HMfN6HS-B6Ab 

PR6M-Abb-M6N~ANA-PR6BHBBRS-BHRiN6-A-PiS€Ab-¥EAR~ 

t4t--l3~5%-6P-YAbHE-P6R-Abb-SHBBi~HMiN6HS-€6Ab-S6bB--~6 

A--PHR€HASER--WHS--PHRBHASES-8-Mfbbf6N-~6HS-6P-SHBBi~HMfN6HS 

€6Ab-BH~-bBSS-~HAN-l8-Mfbbi6H--~6NS--6P--SHBBf~HMiN6HS--€6Ab 

PR6M-Abb-M6N~ANA-PR6BH€BRS-BHRtNS-A-PtS€Ab-¥BAR7 

t5t--±3~9%--6P-YAbHB-PBR-Abb-SHBBt~HMfN6HS-€6Ab-S6bB-~6 

A-PHRBHASBR-WH6-PHR€HASBS--M6RB--~HAN--l9--Mfbbi6N--~6NS--6P 

SHBBi~HMfNBHS--€6Ab--PR6M--Abb--M6N~AHA--PR6BH€BRS--BHRfNS-A 

PfS€Ab-¥BAR~ 

Section 4. Section 15-35-104, MCA, is amended to read: 

11 15-35-104. 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 
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production, and such other information as the department may 

require. Each coal mine operator shall provide a statement 

of the tons of coal sold to each purchaser for the quarter. 

The completed form in duplicate, with the tax payment, shall 

be delivered to the department not later than 30 days 

following the close of the quarter. The form shall be signed 

by the operator if the operator is an individual or by an 

officer of the coal mine operator if the operator 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 good cause 

shown therefor." 

Seet±on-6o--See~ion-}5-3s-rer,-MeA,-±~-amended-eo-read~ 

~~5-35-%6%o--New-eoai-prod~e~ien-ineenti~e--tax--eredit 

a±±owed----appiiea~ion-iimitedo--t±t-A-eoel-mine-opera~or-i~ 

ent±tied--~o--e--new-eoal-prod~e~~on-~neentive-~ex-eredie-of 

33-if3%--o£--the--tax--imposed--~~der---i5-35-t93---on---a~y 

ine~eme~t~~--prod~e~io~--produeed--a~d--eoid-during-eaie~dar 

years-l985-and-i986o 

tit--A-eoai-mi~e-opera~er-i~-entitted--~o--a--new--eoai 

produetion--ineent±~e--tax--eredie--o£--33-~f3•--o£--~he-tex 

imposed-H~der-i5-35-i93-on-±nerementel--prod~et±en--for--the 

e~t~re---eerm---o£--an--a9ree~e~t,--exeept--es--pro•±ded--in 

subeeetio~-t3t7-i£-the-±nerementai-produetion-resuited--from 
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eoal-p~rchases-dnder~ 

tat--an--eMie~in~--a9reement-wh~eh-wae-extended-between 

dan~ary-l7-l9857-and-dttne-397-i98~7-£er-at--least--a--5-year 

peried~-er 

tbt--a--new-agreement-that-was-executed-between-Oanttary 

it-i~85T-and-O~ne-39,-l9Bio 

t3t--No-cred±t-may-be-elaiMed-£or-coal--prodtteed--prier 

to-aanttary-l,-l985,-or-a£ter-Beeember-3l7 -l986o• 

SECTION 5. SECTION 15-35-202, MCA, IS AMENDED TO READ: 

"15-35-202, New coal production incentive tax credit 

allowed-- application limited. (1) A coal mine operator is 

entitled to a new coal production incentive tax credit ef 

33-lf3•-o£ against the tax imposed under 15-35-103 on--any 

of: 

(a) 33 1/3\ for incremental production ~rod~e~d-and 

sold during calendar years 1985 and 1986oL 

(b) 50\ for incremental production sold from January 

1, 1987, until June 30, 1988; and 

{c) 40% for incremental production sold from July 1, 

1988, until June 30, 1990; provided, however, that if the 

production quota established in 15-35-103(2)(a)(i) is not 

met, the tax credit for this period is 50\ for fiscal year 

1989 and 40% for fiscal year 1990. 

(2) ~A coal mine operator is entitled to a new coal 

production incentive tax credit o£-33-%f3,-o£ against the 
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tax imposed under 15-35-103 on incremental production for 

the entire term of an agreement, except as provided in 

subsection (3), if the incremental production resulted from 

coal purchases under: 

tatlll an existing 

between January 1, 1985, and 

agreement which 

cfttt'te--39 7 --%98T 

1988, for at least a 5-year period; or 

was extended 

December 31, 

tbtlill a new agreement that was executed between 

January 1, 1985, and a~fte-39,-%98~ December 31, 1988. 

(b) The rate of credit allowed under subsection (2)(a) 

is: 

(i) 33 1/3% for incremental production sold from 

January 1, 1985, until December 31, 1986; 

(ii) 50% for any incremental production sold from 

January 1, 1987, until June 30, 1988; 

(iii) 40\ for any incremental production sold from July 

1, 1988, until June 30, 1990. However, if the production 

quota established in 15-J5-103(2)(a)(i) is not met, the tax 

credit for this period is 50\ for fiscal year 1989 and 40% 

for fiscal year 1990. 

(iv) 25\ for any incremental production sold from July 

1, 1990, until June 30, 1991; and 

(v) 25% after June 30, 1991, if the production guo~~ 

in 15-35-l03(2)(a)(i) has not been met. 

(3) No credit may be claimed for coal produced prior 
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to January 1, 1985." 

Section 6. Section 15-35-203, MCA, is amended to read: 

"15-35-203. Calculation and application of credit. (1) 

The amount of new coal production incentive tax credit that 

a coal mine operator may claim against the tax imposed in 

15-35-103 is calculated by: 

(a) determining the incremental production for each of 

his qualified purchasers that was produced during a calendar 

year; 

(B) DISTRIBUTING THE INCREMENTAL PRODUCTION AMONG THE 

QUARTERS IN THE CALENDAR YEAR IN THE SAME PROPORTION AS THE 

TOTAL VOLUME OF COAL SOLD EACH QUARTER TO EACH RESPECTIVE 

PURCHASER AND SUMMING THE AMOUNTS FOR ALL PURCHASERS TO 

DETERMINE THE COAL MINE OPERATOR'S INCREMENTAL PRODUCTION 

FOR EACH QUARTER; 

thtifl determining the arithmetic average severance 

tax per ton calculated prior to application of the credit on 

coal sold to each qualified purchaser EACH QUARTER during 

the calendar year; 

tetiQl multiplying the incremental production for a 

eale"~ar--year QUARTER for a purchaser by the average 

severance tax per ton for that purchaser and multiplying the 

total by 33-%f3% THE APPROPRIATE PERCENTAGE AS PROVIDED IN 

15-35-202 FOR EACH QUARTER; and 

tdti!l totaling the amount so calculated for all 
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qualified purchasers FOR ALL FOUR QUARTERS OF THE CALENDAR 

YEAR. 

(2) When filing the quarterly statement required in 

15-35-104, a coal mine operator may claim against the coal 

severance tax calculated for that quarter an amount equal to 

25% of the new coal production incentive tax credit allowed 

on incremental production that occurred during the previous 

calendar year. ere~~ee-e~r"ee-pr~e~-~o-da"~a~y-iT-~98~7-m~l 

be-ciaime~-i"-accordanee-wi~h-~hie-e~beectio"" 

(3) If in any calendar year a purchaser exceeds his 

base consumption level and he has purchased from more than 

one Montana coal mine operator during the year, the credit 

on the incremental production must be divided among the 

operators on a pro rata basis. To determine each coal mine 

operator's pro rata share of the tax credit, each operator 

shall divide his incremental production by the sum of all 

coal mine operators' 

purchaser and multiply the 

incremental 

quotient 

production for that 

by the purchases in 

excess of the base consumption level for that purchaser. 

(4) Neither a coal mine operator nor a purchaser is 

entitled to a direct payment for the credit allowed in 

15-35-202. A credit terminates if not taken during the year 

following the year in which the incremental production 

occurred~ 

(5) Each coal mine operator must reduce the delivered 
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price of coal sold to each qualified purchaser by an amount 

equal to the credit received on incremental production sold 

to that purchaser." 

Section-8o--Seet~on-±5-35-~64,-MeAT-ie-amended-to-read~ 

•%S-35-%94.--Repe~tinq-reqtt±reme~ts-£or-ered±t-----d~ty 

ef--departmento---tlt--Bvery-Montana-eoa%-m±ne-operator-m~et 

pro.~de-to-the-department~ 

tat--on-or-before-Apr±t-36,-±965-%98~,-a--i±st--~howing 

the-amo~nt-o£-eoa%-prod~ced-and-~oid-in-eaiendar-year~-±963z 

and--l984T-and-i986-to-eyery-p~rchaserT-ine±~dinq-p~rehasers 

who-obtained-coa±-£rom-the--eoa%--mine--operator--thro~9h--a 

}c,roker;-aftd 

tbt--with---~fte---q~arte~iy---~tatement---reqtl~red---by 

r5~3s-re•T-a-l~~t-o£-the-n~mber-o£-to~e-prodtleed-and-~e%d-to 

eve~y-p~rehase~-d~r~nq-the-qtlerter--anO--the--~everanee--tex 

ealetllated--pr~or--to-the-applieatio~-of-the-eredit-en-tne~e 

to~ e.-

t%t--~o-~e-eli9±b~e-£or-the-tax-ered~t-provided-£or--in 

!5-35-%9~ 7 ---a--eoe~--mine--operator--mtl~t--fcrn~~h--to--the 

department~ 

tat--on--or--be£ore--April--3e,--i98S,--eop±e~--o£--all 

ex±~t±nq-eoal-salee-a9reement~t 

tbt--w±tn---the---qtlarterly---~tatement---reqtl±reO---by 

l5-~5-±947-a-eopy--of--any--new--eoai--s~le~--a9reements--or 

exten~ions---o£--exist±ng--89reements--exeetlted--dtlring--the 
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~career7 

tet--on-or-be£ore-aancary-3i-ot-eaeh-year~ 

t±t--a-~±st-o£-±neremental-prodtletion-ior-ail-qcal±fied 

ptlrehasers-dcrin9-the-prev±ocs-ealender-year7 

t±±t-a-wr±tten-~tatement-£rom-eaeft-quai±£ied--purena~er 

ver±£y±n~-tft@-voiume-o£-eeai-ptlrehased-in-tftat-y~8r-frem-ai~ 

Mon~ana-eoai-mine-o~er8tors;-an~ 

t~~it-tne----~eee~~a~y---in£ormatien---on---inerementa~ 

~rodcet±on-p~reha~ed-thre~~h-a-broker-to--veri£y--that--~ueh 

±neremental-prodtletion-did-not-ea~se-e-redue~ion-±n-the-base 

eonenmpt±on--leve±--of--any-etner-pureha~er-o£-Men~ana-eoai; 

a~d 

tdt--any-other-da~aT-re~orts,-evidenee,--or--prod~etion 

data--that--may-~e-neee~eary-for-~he-department-to-~etermine 

Wh@ther-a-parehe~er-is-a-~aalified-purehaser--and--the--~ase 

eonsttmption-level-for-eaeh-pnrehasero 

t3t--By-dtlly-l,-l985-l981,-the-depa•tme~t-~hall-prepa•e 

and--p~el±eh--tor--±n£ormat±onal--parpoee~-oniy-an-cnandited 

eompilation-of-t~e-base-produetion-levei-£or-eaeh-eoal--m±ne 

operator-and-a-eomp±lation-o£-the-base-eonsnmption-level-for 

eaeh-p~rehaser• 

t4t--Any--eoal--m±ne-operator-or-pareha~er-mey7 -tor-the 

p~rpose-of-determ±n~nq-the-eli9i~±~±ty--o£--eoal--prodae~±en 

Eor--the--new-p~odaetion-±neentive-tax-eredit;-£il@-with-the 

department-a-petition-for-a-deeiaratory-rclin9--as--previded 
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1 t~--i-4-59%T--~he--d~~ar~meftt--~haii--i~s~e--a-r~iinq-en-ehe 

2 petitien-within-99-~ftys-o£-the-date-tfte-petitien--was--filed 

3 wtth-the-department.u 

4 NEW SECTION. Section 7. Extension of authority. Any 

5 existing authority of the department of revenue to make 

6 rules on the subject of the provisions of this act is 

7 

8 

extended to the provisions of this act. 

NEW SECTION. Section 8. Applicability. '!'he 

9 amendments--te--l5-35-Y93--in-seetion-3-that-previde-£er-tax 

10 retes-on-ineremental-pred~etien-e£ter-dan~ary-lr-l98~T-app±y 

11 retroaetiveiy,-within-the-meaning-e£-%-i-169• SECTIONS 2 AND 

12 5 APPLY RETROACTIVELY, WITHIN THE MEANING OF 1-2-109, TO TAX 

13 PERIODS BEGINNING AFTER DECEMBER 31, 1986, 

14 NEW SECTION. Section 9. Effective date. This act is 

15 effective July 1, 1987. 

-End-
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