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SEMATE _ BILL NO. 56

INTRODUCED BY KEATING

A BILL FOR AN ACT ENTITLED: “AN ACT REVISING THE COAL
SEVERANCE TAX RATE BASED ON THE TYPE OF COAL AND METHOD OF
PRODUCTION; REPEALING THE NEW COAL PRODUCTION INCENTIVE TAX
CREDIT; AMENDING SECTIONS 15-35-102 AND 15-35-103, MCA;
REPEALING SECTIONS 15-35-201 THROUGH 15-35-205, MCA; AND

PROVIDING AN EFFECTIVE DATE AND AN APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-35-102, MCA, is amended to read:
*15-35-102. Definitions. As used in thia chapter, the

following definitions apply:
t31}--UAgreementi-means-a-signed-contract-that-is--valid

under--Mentana--taw--between--a--esai--mine-—-operator--and-&
purchaser-or-broker-far-the-sate-of-coat-that-is-produced-in

Montanas
+2}-~4Base-censumption-teveil!-for-a-purchaser-means-the

greater-ofs
{a}-—the-arithmetic-average-voiume—-of--coai--purchased

during--ecalendar-~years--1983-and-+384-from-aii-Mentana-coat
mine-speraters;-or
tbi-~58%-saf-the-maximum-tonnage--provided--for--in--any

rgreement--executed--prier-to-danuary-i7-13857;-for-which-the

A\ ‘uoncﬂna tegisiative Councit
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highese-seheduted-minimum—quantity-of-coal-astiputated-by—-the
termes-of-the-agreement-as-they-existed-on-danuary—-iy~--19857
has--fot--been--purchased-at-any-time-during-the—term-of-the
agreementy——pins——the--arithmetie--average—-voatume—-of-—-coal
purchased--during--caisndar—-years--1383—-and--1984-fram-ail
Mentana-coat-mine-operators-under-ati-other-agreementss

t3y--"Base-production-teveii-for-a-ceat--mine--eperator
means-—the--arithmetie—-average——-votume--of-coat-produced—in
Mentana-and-seid-to-a-purchaser-in-catendar-years—--1983~-and
19584

t4y—-1Brokerli—means--any—-persosn--who--resciis—Montana
coal~s

t5¥({1) "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 reccgnized Indian tribe, the contract sales price
includes only:

(a) Eor quarterly periods ending on and after
September 30, 13984, 15 cents per ton plus 75% of the

differenge between 15 cents per ton and the amcunt o©f such
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federal, state, and tribal government royalties actually
paid;

(b) for quarterly periocds 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}) £far 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.

$6¥{(2) "Department" means the department of revenue.

+#¥¥{3) "“Energy conversion process®” includes any
process by which coal in the solid state is transformed into
slurry, gas, electric energy, or any other form of energy.

t8y--4incrementat-production’-means--that--gquantity--of
ecat-preduced-annuatty-by-a-coai-mine-operater-and-seid-te-a
quatified--purchaser-—that-exceeds-the-base-production—tevel
ef-che-coal-mine-cperator-for-that-purchaser;--buk--anty——te
the--extent--the--quantity--af-esai-exceeds-thatc-purchaseris
base-consumption-tevei-from-ati-Montana-produeerss

t9){4) “Produced" means severed EFrom the earth.
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£19y-lPurchasesi--means-—a--parssn——-who--purchases——-or
contracts—-to-purchase-Montana-coal-directiy-£from-a~coai-mine
eperator-—sr-——indirectiy-from-a-broker-and-who-utitizes-that
coat-in-any-industrimt;——-cemmercial;--or--energy--—conversion
proceass-A-coat-broker-or-any-other-third-party-itntermediary
ta-net-a-purchaser-under-the-provisions-sf-thia-chapters

tiiy-19uatified--purchaseri--means-—-a--purchaser--whose
purchases-of-Montana-coal-in-any-gqiven-year-exceed-hia--base
censumption—-ievelr—-A--purchaser-of-Montana-coal-who-enters
into-a-coat-agreement-with-another--purchaser—-or--a--broker
that--causes-—a-reduction-in-the-base-consumption-tevet-of-a
purchaser-is—-not-a—gquatified-purchasers

t22¥(5) "Strip mining” or "surface mining" is defined
in 82-4-203,

t¥33(6) "Taxes paid on production” includes any tax
paid to the federal, state, or local governments upon the
quantity of coal produced as a function of either the volume
or the value of praduction 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
ot in part from the sale of ceal, or any license fee.

t43(7) "“Ton" means 2,000 pounds.

t+53(8) "Underground mining® means a coal mining
method utilizing shafts and tunnels and as further defined

in 82-4-203."
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¥15-35-103.

exemptions. {l}A Except as provided

Section 15-35-16G3, MCA,

Severance tax -=

in

LC 0112/01

is amended to.read:

imposed --

subsection (33}, a

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

state in-accordance-with-the-foliowing-sechedules

Heating-quality

{Btu-per-pound

of-coatys

Hnder-77680

}70860-870080

678008-9r808

Sver-97008

Surface

Mining

12-cents-eor
28%-of-vatue
Z2-centa-or
30%-of-vaiue
34-cents-or
J0%-cf-vaiue
48-cents-or

36%-af-vaine

Underground

Mining

S5-centa-er
Ak-ef-vaiue

8~centa-or
43-of-vatue
tg-eents-or
4k-of-vatue
lﬂﬂeent:—ot

44-of-vaine

iyainalt-means-the-contract-sates-prices as follows:

{a) coal produced by strip mining or surface mining is

taxed at 20% of value for subbituminous coal and at 15% of

value for lignite coal;

(b) coal produced by underground mining is taxed at 4%

of value.

(2) Fhe-formula-which-yieids-the-greater-amount-of-tax

in-a-particutar-case-shati-be-used-at-—-each--point--on--this

schedute "Value" means the contract sales price.
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(3) A person is not liable Eor any severance tax upon
50,000 tons of the coal he produces in a calendar vyear,
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.

{4y--A--new-coat-production-incentive—tax-credit-may-be
eiaimed-on-certain-coal-as-provided-in-15-35-282<"

NEW SECTION. Section 1. Repealer. Sections 15-35-201
through 15-35-205, MCA, are repealed.

NEW SECTION. Section 4. 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 thisg act.

NEW SECTION. sSection 5. Effective date -—
applicability. This act is effective July 1, 1987, and
applies to coal produced after June 30, 1987.

-End-~-



STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for SB056 , as introduced.

DESCRIPTION OF PROPOSED LEGISLATION:
An act revising the coal severance tax rate based on the type of coal and method of production; repealing the new
coal production incentive tax credit, and providing for an effective date and an applicability date.

ASSUMPTIONS:
1. The Revenue Estimating Advisory Council's coal severance tax estimates provide the basis of compariscn,
2. (Coal severance tax collections under current law will be $78,663,000 in FY1988, and $81,856,000 in FY198%.
3. The proposal will have no effect on the amount of coal produced in the coming biennium.
4. Coal tax credits earned in the first half of CY1987 will be returned in four equal quarterly payments in
€Y1988.
FISCAL IMPACT:
Revenue Impact: FY838 FY89
Current Law Proposed Law Difference Current Law Proposed Law Difference
Coal Severance Tax $ 78,663,000 §$ 59,837,000 ($18,826,000) $ 81,856,000 $ 55,338,000 ($26,518,000)
Fund Information: FY88 FY89
Revenue Under Revenue Under Revenue Under Revenue Under
FUND Current Law Proposed Law Difference Current Law Proposed Law Difference

Coal Tax Trust Fund $ 39,331,500 $ 29,918,500 ($ 9,413,000) $ 40,928,000 $ 27,669,000 ($13,259,000)
Alternative Energy 1,345,137 1,023,213 ( 321,925) 1,339,738 946,280 ( 453,458)
Local Impact 5,231,090 3,979,161 ( 1,251,929) 5,443,424 3,679,977 ( 1,763,447)
Education Trust 5,978,388 4,547,612 ( 1,430,776) 6,221,056 4,205,688 ( 2,015,368)
School Equalization 2,989,194 2,273,806 ( 715,388) 3,110,528 2,102,844 ( 1,007,684)
County Land Planning 298,919 227,381 ( 71,539) 311,053 210,284  ( 100,768)
Renewable Resocurce 377,582 287,218 ( 90,365) 392,909 265,622  ( 127,286)
Parks Acquis. and Maint. 0 0 0 0 0 0
State Library Commission 298,919 227,381 ( 71,539) 311,053 210,284 ( 100,768)
State General Fund 12,845,668 9,771,382 ( 3,074,286) 13,367,085 9,036,695 ( 4,330,389)
Water Development - 377,582 287,218 ( 90,365) 392,909 265,622 ( 127,286)
Conservation Districts 149,460 113,690 ( 35,769) 155,526 105,142 ( 50,384)
Highway Fund 5,439,560 7,180,440 ( 2,259,120) 9,822,720 6,640,560 ( 3,182,160)

TOTAL $ 78,663,000 $ 59,837,000 ($18,826,000) $ 81,856,000 $ 55,338,000 ($26,518,000)

ﬂ.[a. DATE ///z /8‘7 __DATE

T DIRECTOR THOMAS ¥. KEATING, PRIMARY SPONSOR
Program Planning

DAVID L.
Office of Budget a
Fiscal Note for SB056, as introduced.




Fiscal Note Request, SB056, as introduced.
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EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR_EXPENDITURES:
N/A

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION:
N/A

TECHNICAL OR MECHANICAL DEFECTS IN PROPOSED LEGISLATION OR CONFLICTS WITH EXISTING LEGISLATION:
N/A '






