
HOUSE BILL NO. 4 

INTRODUCED BY HANSON 

BY REQUEST OF THE COAL TAX OVERSIGHT SUBCOMMITTEE 

IN 

DECEMBER 30, 1988 

JANUARY 2, 1989 

JANUARY 20, 1989 

JANUARY 21, 1989 

JANUARY 23, 1989 

JANUARY 24, 1989 

JANUARY 25, 1989 

IN 

JANUARY 26, 1989 

FEBRUARY 3, 1989 

FEBRUARY 7, 1989 

FEBRUARY 9, 1989 

THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 71; NOES, 26. 

TRANSMITTED TO SENATE. 

THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN. REPORT ADOPTED. 

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 48; NOES, 2. 

RETURNED TO HOUSE. 



FEBRUARY 10, 1989 

IN THE HOUSE 

RECEIVED FROM SENATE. 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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HOUSE BILL NO. 
4 

INTRODUCED BY D. BROWN 

BY REQUEST OF THE COAL TAX OVERSIGHT SUBCOMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT CLARIFYING THE RATE OF 

SEVERANCE TAX ON CERTAIN COAL; AMENDING SECTIONS 15-35-102, 

15-35-103, AND 15-35-202, 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 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) (a) "Base consumption level" for a purchaser, 

except as provided in subsection (2)(b), applies only for 

the term of an agreement in effect as of December 31, 1984, 

and means the lesser of: 

(i) the volume of coal purchased during calendar year 

1986 from all Montana coal mine operators: or 

(ii) the greater of: 

(A) the arithmetic average volume of coal purchased 

~. <09i•noti•e CouncH 

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 

LC 0076/01 

during calendar years 1983 and 1984 from all Montana coal 

mine operators; or 

(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) 

is less than one-third of the volume calculated in 

subsection (2)(a)(ii), the base consumption level is the 

volume calculated in subsection (2)(a)(ii). 

(3) (a) Except as provided in subsection (3)(b), "base 

production level" for a coal mine operator applies only for 

the term of an agreement in effect as of December 31, 1984, 

and means the lesser of: 

(i) the arithmetic average volume of coal produced in 

Montana and sold to a purchaser in calendar years 1983 and 

1984; or 

(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 

-2-
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subsection (3)(a)(i), the b~se production level is the 

~mount calculated in subsection (3)(~)(i). 

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

coal. 

( 5) 11 Contract sales price" means either the price of 

co•l 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 

September 30, 1984, 15 cents per 

ending on 

ton plus 

and after 

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) for quarterly periods ending on and after 
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September 30, 1986, 15 cents per ton plus 25\ of the 

differ~nc~ between 15 cents per ton and the amount of such 

federal, state, and tribal government royalties actually 

p.:aid; and 

(d) for quarterly periods ending on and after 

September 30, 1987, 15 cents per ton. 

(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 .. 

(9) 11 Produced" means severed from the earth. 

(10) "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. 

(11) 11Qualified purchaser.. means a purchaser whose 

purchases of Montana coal in any given year exceed his base 
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1 consumption level. A purchaser of Montana coal who enters 

2 into a coal agreement with another purchaser or a broker 

3 that causes a reduction in the base consumption level of a 

4 purchaser is not a qualified purchaser. 

5 (12) "Strip mining" is defined in 82-4-203 and includes 

6 "surface mining". 

7 ( 13) 11 Taxes paid on production•• includes any tax paid 

8 to the federal, state, or local governments upon the 

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

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

11 the value of mining equipment, machinery, or buildings and 

12 lands, any tax upon a person's net income derived in whale 

13 or in part from tQe sale of coal, or any license fee. 

14 114) "Ton" means 2,000 pounds. 

15 (15) "Underground mining" means a coal mining method 

16 utilizing shafts and tunnels and as further defined in 

17 82-4-203 .• 

18 

19 

Section 2. Section 15-35-1U3, MCA, is amended to read: 

•15-35-183. Sever.onee tax rates iloposed 

20 exeap~iefts. (1) ~xeept-as-previde4-in-st>bsection-t2t Subject 

21 to the provision_s_ of 15-35-282 allowing .o new coal 

22 production incentive tcx credit, a s~verance tax is imposed 

23 on each ton of coal produced in the state in accordance with 

24 the following schedule: 

25 tat--Piseai-Years-1989-aftd-1989~ 
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1 HeaHng-qttdH:y Sttrfa:ee-- t:Jnd.ergrottnd 

2 tB~tt-per-pettn4 MininCJ-- Mining---

3 ---ef-eoait .. 

4 6n4er-~T999 H!-een~s-or 5-een~s-er 

5 -- i!9%-ef-vaitte 3•-ef-vaitte 

6 ~T999-9T999 i!i!-een~s-or 8-een~s-er 

7 -- 39,-of-vaitle 4%-of-vaitte 

8 9,999-9,.999 34-een~s-er i9-een~s-or 

9 -- 39,-of-vaitle 4'-e£-vaitte 

10 ever-97 998 49-eeft~s-or %i-eent:s-er 

11 -- 39,-of-vaitte 4%-of-valt>e 

12 tbt--Piseal-¥ear-i999 .. 

13 HeaHoftg-q~taii~y Stlrfaee-- Uftdergrot>ftd 

14 tB~t~-per-petlnd Miftiru~-- Mifting---

15 ---ef-eoait .. 

16 Sftder-~7888 ii!-eeftts-or 5-el!!nt:s-er 

17 13%-ef-vai~te 3%-ef-vai,.e 

18 'h818-8,ttl i!i!-eeftts-er 8-eeft~s-er 

19 i!S%-ef-vai"e 4•-ef-YIIil2e 

20 8718i-9TI8t 34-eeft~s-er ll-eeft~s-er 

21 iS,-of-yai"e 4'-ef-vai"e 

22 &ver-97118 48-cen'ts-ar 2-i-cents-er 

23 i5,-ef-valt~e 4'-of-vai,.e 

24 tet--Piseai-¥ear-i99i-aftd-~hereafter .. 

25 Heating~q•aii~y 91:lt"faee-- Hnderg-rott-nd: 
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tBtOI-per-potu•il Mininl!l-- Minift~---

---of-coa1t~ 

l!nller->'71111 1'~-ee-ft~s-er 5-cent:s-er 

13,-ef-YB111e 3t-ef-vai~>e 

~,899-lhiHie i'i-eents-er- B-eents-er 

i9'l-o£-valt1e 4t-ef-yait1e 

8,eee-9,8&9 34-eents-or i&-eents-or 

i&•-e£-•al~>e ••-ef-yaltte 

ever-9,988 49-eents-er -ti-eeftt!I-Ot" 

i8t-ef-valt!e 4%-ef-valt1e 

trt--tat-tit-en--er--befere--eeteber---l.---±988,---the 

depar~ment--sheii-determine-the-totai-n~mber-o£-tons-of-eoai 

predtteed-in-Mentana-and-:seid-frem-~t!ly-lT-l98T7-thret!9h-at!ne 

387-1988.-%£-the-department-find:s-that--these--:sale:s--exceed 

3~.~--miliion--tons--twhieh-is-the-average-totai-yeariy-eoai 

:sale:s-fer-ealendar-year:s-l9837-l984,-l98S,--and--l986t,--the 

rate---o£--the--eoei--severanee--tax--~s--as--set--forth--in 

subseetiens-tittbt-throt1gh-tittdt• 

tiit-1£-any-faeility-that-burned-Mentana--eeal--at--any 

time--frem--auly-1,-±9877-to-attne-38,-19887-d<>es-net-eperate 

d~ring-a-pertion-of-that-period-due-to-meehanieai-faii~re-or 

eatastrephic-aet-ef-6od7-the-department-shall-determine--the 

avera9e-menthly-sales-ef-Mefttana-ceal-te-the-faeility-d~>rin9 

it:s-eperation-and-Mt!ltipiy-this-£i9t1re-by-li•-~he-department 

shail--inei~de-the-prodnet-of-th±s-ealetliatio~-ift-mct~ing-i~e 
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lleterai~atien-ef-eeai-preiluced-i~-Mentana-aftd-seid-fre•-d•lY 

i7-i98~T-thre~>~h-iune-38T-i988, 

tbt--~e-:se¥erance-tax-impesed-purs"aftt--te--s01hseetieft 

tittat--en--eaeh-tcn-ef-eeal-predllced-ift-the-state-frem-auly 

1,-±988,-throu9h-~t!fte-38T-%996,-is~ 

(a) After June 30, 1988, and before July 1, 1990: 

Heating quality Surface Underground 

(Btu per pound Mining Mining 

of coal I: 

Under 7,000 i;!-eeftt:s-er 5-e~r'lt:S-et" 

17\ of value 3\ of value 

7,000-97898 ii-eents-or 8-eer'les-er 

and over 25\ of value 4t of value 

9,88&-9,89& 34-eent:s-or 19-eent:s-or 

i5\-of-valtie 4\-ef-yaltte 

B•er-9,899 49-eeftts-or %i!-eer'l~s-or 

i!St-ef-vaiue 4%-ef-vai~>e 

tet--~h~-seversr'lee-tax-tmposed-p~rsuaft~--te--subsee~~on 

t;!ttat--on--each-ten-of-eea%-produe~d-in-the-:state-frem-a~>rY 

1,-r998,-thrott9h-~~>ne-397-l99±,-i:s• 

(b) After June 30, 1990, and before July 1, 1991: 

Heating quality 

(Btu per pound 

of coal): 

Under 7,000 

Surface 

Mining 

±i-eents-or 

-8-

Underground 

Mining 

5-eents-or 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

7,000-ITNI 

and over 

8.,-8811-9.,-881 

e"e-r-9,986 

13\ of value 

ii-een~s-or 

20% of value 

34-een.ts-or 

~9t-oE- .. al~e 

48-cen.~!l-o-r 

i911s-or-v~titte 
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n of value 

8-een.t::s-or 

4\ of value 

:1:8-eertts-or 

4•-oE-val::tte 

ii-eent!l-or 

4•-o£-vaitle 

t~t--~ft~-severanee-t::ax-imposed-pttrsttant--to--sttb!leetion 

tittat--en-eaeh-ton-oE-coai-prodttced-±n-the-state-after-aun.e 

38,-199%7-~S~ 

(C) After June 30, 1991: 

Heating quality 

(Btu per pound 

of coal): 

Under 7,080 

7,008-l,tllt 

and over 

e,eee-h&tt 

ever-!htte 

Surface 

Mining 

:l:i!-eent:s-or 

l'lt 10% of value 

ii-eents-or 

15\ of value 

34-cen.ts-er 

15,-e!-vahe 

48-eents-er 

15,-ef-vahte 

Underground 

Mining 

5-eeftts-or 

3% of value 

8-een'l:s-or 

4\ of value 

%8-eents-or 

n-.. f-yallle 

:l:i!-een..ts-or 

4t-ef-va1,.e 

t3till "Value" means the contract sales priee. 

ttt!ll The formula which yields the greater amount of 

tax in a particular case shall be used at each point on 
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these schedules. 

t5t1!l A person is not liable for any sev~rance tax 

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

except that if he produc~s 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 firs~ 20,000 tons. 

t6t~ A new coal production incentive tax credit may 

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

Section 3. Section 15-35-202, MCA, is amended to read: 

•IS-35-202. Hew coal production incentive tax credit 

allowed application li•ited. (1) A coal mine operator is 

entitled to a new coal production incentive tax credit 

against the tax imposed under 15-35-103 of: 

(a) 33-if3t--for--±nerementai--pre4tlee~.,n--soid-d•r~ng 

ealendar-yeara-l985-and-l98i7 

tbt--Sit-f.,r-~ncremeneai-prodlleeion-seld--from--~an~ary 

1T-1,11y-~ati1-~•ne-3&,-l,tl7-and 

tet 41\ for incremental production sold fr.,m-~~ly-17 

2~88y-•nti1-~•ne-39 after June 30, 1988, and before July 1, 

1990; and pro¥idedy--howe•er,-thee-if-ehe-prodtlet~en-q~ota 

eseeb1iahed-in-15-35-183tittattit-~s-not-aee,-ehe-tax-ered~t 

for-th±s-periae-is-5at-fer-f~aeal--year--l989--and--41t--for 

f~sea1-yeer-19~tT 

(b) 25\ for incremental production sold after June 30, 

1990, and before July 1, 1991. 

-10-
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(2) tat A coal mine operator is entitled to a new coal 

production incentive tax credit against the tax imposed 

under 15-35-103 on incremental production for the entire 

term of. an agreement, except as provided in subsection (3), 

and is entitled to adjustment of the base consumption level 

and the base production level, as defined in 15-35-102, if 

the incremental production resulted from coal purchases 

under: 

tit~ an existing agreement which was extended 

be~wee"--dan~ary--l7--%9857--and--Beeember--3i7--i988 after 

December 31, 1984, and before July 1, 1990, for at least a 

5-year period; or 

tiit~ a new agreement that was executed between 

da"tla~y--±T--i985r--and-Beeember-3i 7 -i988 after December 31, 

1984, and before July 1, 1990. 

tbt--The-r~te-of-ered~t-aiiowed-~nder-~~bseet~on-t~ttat 

i:!l"!' 

t±t--33-%/3%--for--ineremental--prod~etion--eoid---from 

Oafttta~y-%,-%985,-~ft~±%-B~e~mb~r-3~,-%986; 

ti±t-59\--£6r--any--ine~em~ntai--prod~e~ioft--soid--from 

dan~ary-l,-l987T-~ntil-d~ne-39T-l988t 

22 t±±it-48t-for-any-inerementai-prod~etion-eoid-from-d~iy 

23 l,-l988T-until-dune-39,-i998~--Howe¥er,--if--the--produetion 

24 q~ota--eetabli~hed-in-l5-35-i83t~ttatt±t-±~-not-met 7-the-tax 

25 eredit-for-thie-per±od-i~-58%-for-f±~eal-year-1989--and--48% 
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for-fieeal-year-1998~ 

ti•t-%5t--for-any-ineremental-produetion-~old-frem-duly 

iT-i9987-~ntil-dune-38,-l99lt-and 

tvt--%5%-after-d~ne-38,-1991,-if-the--produetion--quota 

in-l5-35-l83t~ttattit-ha~-not-been-met~ 

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

to January 1, 1985." 

Section 4. Extension of authority. Any existing 

authority to make rules on the subject of the provisions of 

[this act] is extended to the provisions of [this act]. 

Section 5. Saving clause. [This act] does not affect 

rights and duties that matured, penalties that were 

incurred, or proceedings that were begun before 

effective date of this act]. 

[the 

Section 6. Effective date-- applicability. [This act] 

is effective July 1, 1989, and applies to payments of 

severance tax that are due and payable after June 30, 1989, 

on coal mined after March 31, 1989. 

-End-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In ~liance wi:t.h _a writtE!n rE!!t\lE!~_tLt1ler~ is ller~by submitted a Fiscal Note for HB004 , as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act clarifying the rate of severance tax on certain coal; amending sections 15-35-102, 15-35-103, and 15-35-202 
and providing an effective date and an applicability date. 

Amending 15-35-103 reduces the tax rate on coal with a BTU rating of less than 7,000 from 13% to 10% for all such 
coal produced after June 30, 1991. 

Amending 15-35-202 eliminates the base level for all existing purchasers whose sales agreements expired after 
December 31, 1984 and were renewed prior to July 1, 1990, making all tonnage purchased under the new contract 
subject to the incentive tax credit. This amendment also extends the credit for all incremental production one 
year to June 30, 1991. 

ASSUMPTIONS: 

1. Allowing expired contracts to be renewed at the 15% incentive rate during Dec. 31, 1988 to July 1, 1991 
would affect only one(known) producer. The revenue loss is estimated to be $52,500 in FY90, $122,500 in 
FY91, $105,000 in FY92, and $35,000 in FY93, based on this one known contract. (DOR) 

2. Extending the new production incentive extension to FY91 will reduce tax revenue by $300,000 in FY91, 
$600,000 in FY92, and $300,000 in FY93, based on 1987 production. (DOR) 

3. Reduction of the tax rate on lignite 
provision applies beginning in FY92, 
estimated to be $59,000 in both FY92 

4. No impact on expenditures. 

FISCAL IMPACT: 
(See attached page) 

Long-Range Impact: 

production 
and has no 
and FY93. 

from 13% to 10% will impact only 
impact in the current biennium. 
(REAC) 

one coal mine. This 
The revenue loss is 

Coal severance tax revenues would be decreased $764,000 in FY92, and $394,000 in FY93. 

RAY ~CKLEFORD, 
Offi~e of Budget 

~.-. J'J i .§;.~a..? .... 
:;: . ' -;::/.~:~-. :.-;_~ :' ·-~--

MARIAN W. HANSON, PRIMARY SPONSOR 

Fiscal Note for HB004 ,as introduced 

f I .. 
-1 ·.:; ·"'"! 
:DATE~ 



Fiscal Note attachment for ·11114, verslon: lnti'oduced 

A. Ef"fet:t on Revenue by source: 

========-.=====:=== fY '90 =•===~======== 

Fund 

:=•=•II'Ji::i•=:=::===-======··-========= 
coal fax trt~st ·'-w! 
Alternative inei"tW R-rcll 

Loc.l. l~t 
Educall 0t1 Trust 
lCitoo t Equal i :tli~ion 
t<utty land Pl81¥1fl'l9 
R..-.ewable ResOUI'ft O..topnent 
·P•rks Acquisi'ti·llfl<.nd Meint~e 

state L ibrery Cc!AIIri'ssion 
State Generat 'Ftl'ld 
'llatlfl' DavelliJjllllll'lt · 
conservation lHstriet Operations 
K i ghway FU'ld 

Agl' fe&it:ttlll.. 1\c:t 
-====::t====•••--=-..a.==•=•=-~=a 

TOTAL·.'· 

Revenue .Under 

current l.aw 
ar==:..-==-zc: 

. ·S26,44!,0D0 

904,3~6 

3,S16,'1!86 
. 4,:019,'Yft 
2,009,5.9! 

200,9!19 
25·1.199 

1,004,796 
200,95.9 

7,234,531 
2S1.,:flii9 
100,'410 

6,346,080 
401,918 

==----·11:· 
152;884, 000 

llennue Uncler 
Proposed L.aw Difference 

--·,;;====== ==-=·-==~ 

S26.,415,75D ($26,250) 

901,419 CS9&> 
3,SU,.l95 (3,491) 
4,015, t\1!4 (3.~) 

~-.-1 (1,995.) 

200,760 {200) 

250,950 (!49J 

l;:003, 7'99 (998.) 

200,760 (200) 

1,221.,349 (7,182) 

!SQ.-950 <249> 
1:00..'180 (101)) 

6,339,780 (6,301b 
·4011519 (399) 

=c::a=:=saa~ z=======:;:··= 
$52,831,5&0 C$52,500) 

::c;:.:::;:-=::::::=--==•:= .FY J 91 ===========-==:: 

Reverwe ur.oer Revenue Under 
Current Law Proposed Law Difference 

===~~··-=-= -=~=;=ta.•~.l!lJI _-=;:,.=========· 
122A141, soo m.~*zso ($61,250) 

7!n,H9 719,085 (2,095) 
3,037,928 3,029,773 (8,\46) 

3,411,9011 3.462.598 (9,310) 

1,"',954 1,73:1,299 (4,655) 

173,595 113.,13*1 (466) 

2,.,994 216,412 (582) 

&6.1,971 ·845,650 (2,328> 
173,595 173,130 (466) 

6,249.~ 6;232.616 <16,158) 

216•994 216,412 <582> 
•• 798 86,665. fPl:> 

5.481;~ 5,41>7,260 (.14,.10Q) 

347,191 346,260 (931) 

-==-========-= -~====== ====·-·-·= 
$45,683,000 S45,560,500 (S.122,S@l 
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APPROVED BY COMMITTEE 
ON TAXATION 

HOUSE BILL NO. 4 

INTRODUCED BY D. BROWN 

BY REQUEST OF THE COAL TAX OVERSIGHT SUBCOMMITTEE 

A BILL .FOR AN ACT ENTITLED: "AN ACT CLARIFYING THE RATE OF 

SEVERANCE TAX ON CERTAIN COAL; AMENDING SECTIONS 15-35-102, 

15-35-103, AND 15-35-202, MCA; AND PROVIDING AN IMMEDIATE 

EFFECTIVE DATE AND AN A RETROACTIVE APPLICABILITY DATE." 

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

Section 1. Section 15-35-102, HCA, 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) (a) ''Base consumption level'' for a purchaser, 

except as provided in subsection (2)(b), applies only for 

the term of an agreement in effect as of December 31, 1984, 

and means the lesser of: 

(i) the volume of coal purchased during calendar year 

1986 from all Montana coal mine operators; or 

(ii) the greater of: 

(A) the arithmetic average volume of coal purchased 
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HB 0004/02 

during calendar years 1983 and 1984 from all Montana coal 

mine operators; or 

(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 l, 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) 

is less than one-third of the volume calculated in 

subsection (2)(a)(ii), the base consumption level is the 

volume calculated in subsection (2)(a)(ii). 

( 3) (a) Except as provided in subsection (l)(b), ''base 

production level" for a coal mine operator applies ~J.~£ 

the term of an agreement in effect as of December ~~-' 1984, 

and means the lesser of: 

(i) the arithmetic average volume of coal produced in 

Montana and sold to a purchaser in calendar years 1983 and 

1984; or 

(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 

-2- HB 4 
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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 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 

includes only: 

price 

{a) for quarterly periods 

September 30, 1984, 15 cents per 

ending on and 

ton plus 75% 

after 

of the 

difference between 

federal, state, and 

paid; 

15 cents per ton and the amount of such 

tribal government royalties actually 

(b) for quarterly periods 

September 30, 1985, 15 cents per 

ending on and after 

ton plus 50% of the 

difference between 15 cents per ton and the amount of such 

federal, state, and tribal government royalties actually 

paid; 

I c I for quarterly periods ending on and after 
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September 30, 1986, 15 cents per ton plus 25\ of the 

difference between 

federal, state, and 

paid; and 

15 cents per ton and the amount of such 

tribal government royalties act~ally 

{d) for quarterly periods ending on and after 

September 30, 1987, 15 cents per ton. 

{6) 'jDepartment" means the department of revenue. 

(7) 'jEnergy 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 codl mine operator for that purchaser, but only to 

the extent the quantity of coal exceeds that purchQser's 

base consumption level from all Montana producers. 

19) 

( 10) 

"Produced" means severed from the earth. 

"Purchaser" means a person who purchases or 

contracts to purchase Montana coal directly from a coal m1ne 

operdtur 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. 

(11) "Qualified purchaser" means a purchaser whose 

purchases of Monl .tlld codl in any given year exc~ed h i.S base 

-4- HB 
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1 consumption level. A purchaser of Montana coal who enters 

2 into a coal agreement with another purchaser or a broker 

3 that causes a reduction in the base consumption level of a 

4 purchaser is not a qualified purchaser. 

5 (12) "Strip mining" is defined in 82-4-203 and includes 

6 "surface mining". 

7 (13) "Taxes paid on production" includes any tax paid 

8 to the federal, state, or local governments upon the 

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

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

11 the value of mining equipment, machinery, or buildings and 

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

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

( 14) "Ton'' means 2, 000 pounds. 14 

15 (15) "Underground mining" means a coal mining method 

16 utilizing shafts and tunnels and as further defirted in 

17 82-4-203. 11 

18 

19 

Section 2. Section 15-35-103, MCA, is amended to read: 

"15-35-103. Severance tax rates imposed 

20 exemption~. (l) Bxeept-a~-provided-in-~ubsee~ion-t2t Subject 

21 to the provisions of 15-35-202 allowing a new coal 

22 production incentive tax credit, a severance tax is imposed 

23 on each ton of coal produced in the state in accordance with 

24 the following schedule: 

25 tat--P±~ea~-¥ears-i988-and-l989~ 
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H~ati:n~-qtltd::i:ty St:trfe:ee-- Hnder9t'Ot:1:Md 

tBtn-per-pot~nd M.:i:nin9-- M~n+n9---

---of-eoalt-:-

Hnd.~r-1-,-869 :r2-e~nt~-or 5-eel"'t!!-or 

-- ~9%-o£-ve:-hte 3%-of-vahte 

:;r.,aae-a,aaa ~i!-eef'l.t~-o1"' B-eent~-or 

39% -of -va hH~ 4%-of-ved::t:l:e 

e,eea-9,eae -34-een.t!!-or TS-e!ll'nt~-er 

39'&-of-ve:Ttte 4t-of-..,.t~±t:l:e 

ever-9,899 4-9-eent!!l-or i:~-eel'lt~-ar 

39%-o£-ve:b::te 4%-of- va±tu:~ 

tbt--Pi~ea±-¥ear-t999• 

Heatirt9-qt:1:at:i:ty Surface-- t:lnder9t"Ot:Jnd. 

tBttt-per-pottnd Min:i:ng-- M±n±ng---

---o£-eoait-:-

t:tnder-T 7 eea li!-eent~-ot' 5-eertt~-er 

t3%-of-'le.Ttle 3%-of-"'falue 

,.,aea-s,eee 22-eent!!-or 6-eeMt~-or 

25%-of-"'ah:te -4%-of-'Q"a·hte 

8-,eee-9-,666 34-eent!!-or T:8-ee!'\ts--or-

rs%-ef- ... e:h:t~ 4%-of-~tB±tie 

6"te!'-9,eee 48-eent~-or :t;2-eent~-or 

25%-of-'lfa·hte •~-ef-- ... ait1e 

tet--Pi~eal-¥ear-l99i-an0-~ke~eafter~ 

Heating-qttal:ity SH:rfaee-- Bnder9rt·mn.d 
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tBttl-per-pettnd Mining-- Mi-nin9---

---efi-eealt• 

Hnder-T,-899 rr-eel'lts-or 5-eef'lts-or 

i3%-eE-vdtte 3%-of-¥e:3:tte 

h999-s,eee rr-eer\ts-or 9-et!ne:!l-or 

%9%-of-vaTtte 4%-of-ve:ltte 

9,999-9,999 34-eents-er :te-eents-or 

re,-of-vttl-tte 4%-of-'lftli:tte 

9¥1!'1"-9,-999 49-c:ents-or l-i-eel'tts-or 

%-9%-of-va±tte 4%-of-¥t!i:l:tte 

tit--te:t-tit-9n--or--before--eetober---l-7---±988t---the 

department--she:li-~eterm~ne-the-tote:l:-nttmber-of-tons-of-eoe± 

prodtteed-in-Monte:na-end-eoid-from-dttly-:J:,-t98T,-throttqh-dttne 

3Q,-:J:96Bo-if-the-department-f±nd~-th8t--the~e--sa±es--exeeed 

3~oi--mi:J:lton--tons--twhieh-±e-the-evere9e-total-yeerly-eoel

se:lee-for-ett:J:ender-years-l9831-±984,--!985,--a~d--±986t,--the 

~~ee---or--~he--eoai--se~e~anee--eax--t~--a~--~ee--ro~th--in 

~~b~eetie"~-t~ttbt-thro~gh-t~ttdt~ 

tttt-f£-a~y-raetltty-that-b~~ned-Montana--eoal--at--any 

time--from--atl±y-i,-%987,-to-a~ne-36 1 -±988,-does-not-operate 

dttrin~-a-port~on-o£-that-per±od-d~e-to-meehan±eal--failtlre-or 

eatastrophie-aet-of-God,-tne-department-shall-determine--the 

a~era~e-month%y-sales-o£-Montana-eoa±-to-the-faeility-dtlr~ng 

its-operation-and-mtl±tip±y-this-figttre-by-l~o-~he-department 

shai!--tneitlde-the-prodtlet-o£-thi~-ealetllation-in-making-it~ 
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determinat±on-o£-eoel-prodtteed-±n-Montene-and-3old-£rom-atlly 

i7-i981,-thre~gh-a~"e-39,-l988~ 

tbt--~he-severanee-tax-±mposed-pttrsttant--to--stlbseetion 

t~ttat--on--eaeh-ton-o£-eoal-prodtleed-in-the-state-from-Ott±y 

±,-l988,-throtl9h-attne-3e,-±999r-±s~ 

(a) After June 30, 1988, and before July 1, 1990: 

Heating quality Surface Undergt"ound 

(Btu per pound Mining Mining 

of coal): 

Under 7,000 li!-eent!!-or 5-eent~-or 

17% of value 3% of value 

7,000-8,669 Zi!-eents-o~ 8-eent~-or 

and over 25% of value 4l of value 

e 7 a9a-9,989 3-4-eene!t-o-r 3:9-eent~-or 

-iS%-o£-'\l'e:lt:te 4%-of-val:t:H~ 

9'\l'er-9,996 46-eent~-or ±i!-eene!5-or 

:?5%-o~-vtti!:2e 46%-o~-..,al-tl:e 

tet--The-se"eranee-eax-imposed-ptl:r~~ant--te--snb!5eetton 

ti!ttat--on--~aen-eon-of-eoai-prodtleed-in-tke-~tate-£rom-dtl±y 

i,-±999,-thro~9n-crttne-39 7-i993:r-is~ 

(b) After June 30, 1990, ~~d before ~uly 1, 1991: 

Heating quality Surface Underground 

(Btu per pound Mining Mining 

of coal): 

Under 7,000 lZ-eent!!l-or 5-eents-er 

-8- HB 4 
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13\ of value 3\ of value 

7,ooo-e 7eee ii!-eents-or 8-eet~;ts-or 

and over 20% of value 4\ of value 

e,eee-97 999 34-e~nt~-or 18-cents-or 

~9%-o£-'ta!:tte 4%-o£-\l'eti:tte 

ever-9T999 49-eenes-or i:~-eents-or 

%6%-o£-~aitle 4%-o£-vfl:l:tle 

tdt--~ne-severanee-ta~-±mposed-p~rstlant--to--ettheeet~on 

tittet--ot~;-eeen-ton-of-eoai:-prodtteed-ift-the-state-aEter-dttne 

39,-1991 7-is~ 

(c) After June 30, 1991: 

Heating quality 

(Btu per pound 

of coal): 

Under 7,000 

7,000-8r999 

and over 

8,999-9,999 

e"er-9r999 

Surface 

Mining 

:1::%-eents-or 

!:3% 10\ of value 

ii!-eent~-or 

15% of value 

34-eel'lt~-or 

!:5%-of-\l'al:tle 

49-een ts-or 

15%-o£-"e::h:te 

Underground 

Mining 

5-eent~-or 

3% of value 

8-eents-or 

4% of value 

t9-eents-or 

<4%-o£-vs:lHe 

li!-eents-ot" 

4%-o£-'\ftd:~e 

t3till "Value" means the contract sales price. 

t4tlll The formula which yields the greater amount of 

tax in a particular case shall be used at each point on 

-9- HB 4 
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these schedules. 

tStl!l 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. 

t6t~ A new coal production incentive tax credit may 

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

Section 3. Section 15-35-202, M.CA, is amended to read: 

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

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

entitled to a new coal production incentive tax credit 

against the tax imposed under 15-35-103 of: 

(a) 33-lf3%--fo~--inerement~%--~~ed~et~on--~otd-durin9 

e~iendH~-yeHr~-i985-ane-i986; 

tbt--56%-f~r-in~rementHl-produetion~~o±d--f~om--d~n~a~y 

l,-l98~r-ttn~il-atlne-39,-l9887-Hnd 

tet 40% for incremental production sold fr~m-duly-ly 

i-988,-tlntii--.:ftU''Ie-39 after June 30, 1988, and before July ___ . 1, 

1990; and pro~ided 7 --howeverr-~hat-i~-the-p~eo~et±on-qtlet~ 

e~tabii~hed-in-±~-35-i93t%ttatt±t-~~-not-met,-tMe-tax--~red~t 

£or-th~~-period-±~-58%-fer-£±~eai--year--T999--and-~qe%--for 

fiseal-year-t999~ 

(b) 25% fo_r _incremental production sold after June 30, 

1990, and befor~ J~ly 1, 1991. 

-10- HB 4 
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(2) tat A coal mine operator is entitled to a new coal 

production incentive tax credit against the tax imposed 

under 15-35-103 on incremental production for the entire 

term of an agreement, except as provided in subsection (3), 

and is entitled to adjustment of the base consumption level 

and the base production level, as defined in 15-35-102, if 

the incremental production resulted from coal purchases 

under: 

Htill an existing agreement which was extended 

betwe~~--de~~ary--r,--%965,--end--Beeember--3%7--1966 after 

December 31, 1984, and before July 1, 1999 1991, for at 

least a 5-year period; or 

t±±ti21 a new agreement that was executed be~ween 

danttary--l,--l9B5,--end-Beeember-~l,-i988 after December 31, 

1984, and befoce July 1, T999 1991. 

tbt--~h~-re~e-e£-cr~dtt-allowed-tl~der-~~b~ection-trttet 

±3";" 

t±t--33-ll3%--£or--ineremen~8i--prodttetion--~oTd---£rom 

aanaary-l,-l985,-an~il-B~eember-3l 7 -t996; 

t±±t-59%--for--8ny--~neremental--prodaetion--~oi~--£~om 

aanaary-i,-i98~,-ant±~-Ottne-36r-i988; 

t±i±t-49%-for-any-ineremental-p~odttetion-~old-from-atliy 

iT-i9BBr-antil-~ttne-38,-i999o--Hoveve~7--i£--the--~rodaetion 

qtlota--e~tabii~hed-in-i5-35-i93trttett±t-is-not-met,-tne-tax 

ered~t-for-this-period-i~-5e%-for-f±scai-ye8r-i989--end--48% 
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for-£iseai-year-i998T 

t~vt-rs%--for-eny-inerementei-production-soid-from-aaiy 

ir-19997-ttnt±i-dane-39,-1991;-and 

tvt--i5%-after-dane-39,-l99l,-i£-the--pro~aet±on--qaota 

in-T5-35-T93t~tt~tt>t-h~~-not-b~~n-m~t• 

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

to January 1, 1985." 

NEW SECTION. Section 4. Extension of authodty. Any 

existing authority to make rules on the subject of the 

provisions of [this act) is extended to the provisions of 

(this act]. 

NEW SECTION. Section 5. Savinq clause. [This act] 

does not affect rights and duties that matured, penalties 

that were incurred, or proceedings that were begun before 

[the effective date of this act]. 

NEW SECTION. Section 6. Effective date 

applicability. ill [This act) is effective daiy-l,-±969, ON 

PASSAGE AND APPROVAL and applies to--~ey~ent~--or--~e~eranee 

tax--~~Bt--are--d~e-and-payabie-a£ter-a~~e-39,-r989,-en-eoa± 

m~ned-arter-Maren-3Y 7 -±989 RETROACTIVELY, WI~JiiN THE MEA~NG 

OF 1-2-109, TO JANUARY 1, 1989. 

(2) (THIS ACT] APPLIES TO ALL COAL SEVERANCE TAX 

REVENUE RECORDED ON OR AFTER JANUARY 1, 1989, REGARO,~SS_~£ 

WHEN THE TAX OBLIGATION ACCRUED. 

-End-
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HOUSE BILL NO. 4 

INTRODUCED BY HANSON 

BY REQUEST OF THE COAL TAX OVERSIGHT SUBCOMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT CLARIFYING THE RATE OF 

SEVERANCE TAX ON CERTAIN COAL; AMENDING SECTIONS 15-35-102, 

15-35-103, AND 15-35-202, MCA; AND PROVIDING AN IMMEDIATE 

EFFECTIVE DATE AND AN A RETROACTIVE 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 this chapter, the 

following definitions apply: 

(1) uAgreement" 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) {a) "Base consumption level" for a purchaser, 

except as provided in subsection (2){b), applies only for 

the term of an agreement in effect as of December 31, 1984, 

and means the lesser of: 

{i) the volume of coal purchased during calendar year 

1986 from all Montana coal mine operators; or 

(ii) the greater of: 

(A) the arithmetic average volume of coal purchased 

~ .. , .. ,,..,,••<"""<i' 
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during calendar years 1983 and 1984 from all Montana coal 

mine operators; or 

(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) 

is less than one-third of the volume calculated 1n 

subsection (2)(a)(ii), the base consumption level is the 

volume calculated in subsection {2)(a)(ii). 

(3) (a) Except as provided in subsection (3)(b), "base 

production level" for a coal mine operator applies only for 

the term of an agreement in effect as of December 31, 1984, 

and means the lesser of: 

(i) the arithmetic average volume of coal produced in 

Montana and sold to a purchaser in calendar years 1983 and 

1984; or 

(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 

-2- HB 4 
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subsection (l)(a)(i), the base production level is the 

amount calculated in subsection (l)(a)(i). 

(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 

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 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 
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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) "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) ''Produced'' means severed from the earlh. 

( 10) "Purchaser" means a person who purchase~ 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. 

(11) ''Qualified purchaser'' means a purch~ser whose 

purchases of Montana coal in any given year exceed his base 
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1 consumption level. A purchaser of Montana coal who enters 

2 into a coal agreement with another purchaser or a broker 

3 that causes a reduction in the base consumption level of a 

4 purchaser is not a qualified purchaser. 

5 (12) "Strip mining" is defined in 82-4-203 and includes 

6 "surface mining". 

7 (13) 11 Taxes paid on production" includes any tax paid 

8 to the federal, state, or local governments upon the 

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

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

11 the value of mining equipment, machinery, or buildings and 

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

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

(14) ''Ton 11 means 2,000 pounds. 14 

15 (15) "Underground mining'' means a coal mining method 

16 utilizing shafts and tunnels and as further defined in 

17 82-4-203." 

18 

19 

Section 2. Section 15-35-103, MCA, is amended to read: 

•15-35-103. Severance tax rates imposed 

20 exemptiol'ls. (1) Bxeept-fts-prc¥%ded-il'l-s~bseet%el'l-ti!t Subject 

21 to the provis_ions of ~5-JS-202 allowing a new coal 

22 production incentive tax credit, a severance tax is imposed 

23 on each ton of coal produced in the state in accordance with 

24 the following schedule: 

25 tftt--Piseoi-¥ears-±988-aftd-%989~ 
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1 Heat%1'1'!-qaalHy s~r-~ac:e-- t1nder9roand 

2 tBtt>-per-pct>ftd M:i:n:i:ntJ-- Minin9---

3 ---c£-ecalt-. 

4 Bftder-'h&&& t%-eeftts-or 5-eent!'-or 

5 -- i!&%-c£-¥ftitte 3%-of-valtte 

6 'h998-8,88& ii!-eent's-o'l" 8-eent~-or 

7 -- 39%-of-valt:te 4%-of-valtte 

8 a,ee&-9,&99 .:t4-eettts-or l:e-eel"'es-or 

9 -- 39%-c£-vftltte 4%-of-..,e:hte 

10 aver-9,999 49-eents-or li!-ee!'\ts-or 

11 -- 39%-o£-valtte 4%-of-..,e.:hte 

12 tbt--Piseal-¥ear-l999~ 

13 Heating-qtta:J:i:ty Sttrfac:e-- Hf'ld.ergrottnd 

14 tBtt>-per-pottftd Mi:nin9-- >ti:n-i:ng---

15 ---c£-ecalt-. 

16 Bl'lder-'1,899 1%-eent:s-or 5-eent~-e.r 

17 ±3'11-o£-.,a±~~ -3%--of-,.,-ed::tte 

18 '17999-8,666 2!2!-cent:s-or 8-eents-ot"" 

19 i!5%-cf-Yaltte 4%-o£-va±tte 

20 8,eee-9,ee8 34-eent:~-o~ i-:6-et!nt:~-or 

21 i!5%-c£-vai~e 4%-of-'l;l'ttltte 

22 avero-9,999 49-eer'lts-or i~-eef"':ts-o-r-

23 i!5%-of-valtle 4%-of-,.,-fll!tle 

24 tet--P%seal-¥ear-l99±-a~d-~hereafter~ 

25 Heati"'l-'1"" Hty St1~£aee-- Hnderoq:I."Otlnd 
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fBttl-p.,!'-pOtlnd M±ning-- Mining---

---of-eoait~ 

Hnd.,!'-h899 ii-eent:s-or 5-eent:s-er 

i3'!t-of-¥aitle 3%-o£-yaitle 

'h999-8.,-889 ii-eent:s-or 9-el!'nts-or 

i!8t-e£-yaltle 4%-e£-yait~e 

8.,-889-9.,-999 34-eents-or %6-eents-er 

i!8%-of-¥aitl"' 4t-o£-valtte 

e,.,,_97998 49-eents-or ii!-eent:s-er 

i!9t-o£-yaltl"' 4%-o£-yaitle 

ti!t--tat-tit-en--or--before--eetober---l.,----%988.,----the 

departml!'nt--shaii-determine-the-tot8l-n~mber-o~-tens-eE-eoal 

prodtleed-in-Montana-and-sold-from-atlly-l,-l987,-thrott9h-dtlne 

39r-l988.-f£-the-department-£inds-that--these--sales--exeeed 

3Z~i!--million--tons--twh±eh-is-the-averege-total-yearly-eoal 

sales-for-ealendar-y.,ars-i983.,--l984.,--198S,--and--i986t..---the 

rate---o£--the--coai--se~eranee--tax--%s--as--set--£orth--in 

Stlbseetions-ti!ttbt-throtlgh-ti!ttdt~ 

tiit-ff-any-£aeility-that-btlrn.,d-Montana--eoai--at--any 

time--£rom--Jttly-i,-l98?r-to-Otlne-397 -%998T-does-no~-opera~e 

d~rinq-a-port±on-of-thst-period-dtl~-to-meehan±eal-feilttre-or 

ee~aetrephie-aet-o£-SodT-the-departMent-shal±-d~termine--the 

average-monthly-sal~~-of-Mo~tana-eoal-to-the-faei%±ty-dttr±ng 

its-operation-and-mt~itipiy-thi~-Eigt~re-by-ii!,-~he-departm.,nt 

shnl±--inelttde-the-prodttet-o£-this-ea%ettlat±on-in-making-its 
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determination-o£-eoa%-prodtteed-in-Montana-and-sold-from-dttly 

l.,--198~.,--thretlgh-atlft..,-39.,--1988• 

tbt--~he-severanee-tax-imposed-pttrsttant--to--sttbseetion 

t~ttat--en--eaeh-ten-ef-eoai-prod~eed-in-the-state-from-d~ly 

I;-±988T-thrott9h-dttne-39 7 -±990,-is~ 

(a) Afte[ June 30, 1988, and befo[e July 1, 1990: 

Heating quality 

(Btu per pound 

Surface 

Mining 

Underground 

Mining 

9 of coal): 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Under 7,000 

7,000-8.,-996 

and over 

a.,9ee-9 7 999 

ever-9T888 

ii-eents-or 

17\ of value 

i-2!-eents-or 

25\ of value 

-3:4-eents-or 

i!5%-of-¥alae 

48-eents-or 

~5%-o£-valtte 

5-eents-or 

3% of value 

8-e~nt~-~r 

4% of value 

16-eent~-or 

4%-of-yaltt~ 

l~-eent~-or 

4%-of-'ll'td:t!e 

tet--~he-severanee-tax-imposed-p~r~ttont--to--sttbseet~on 

t~ttst--~n--eoeh-ton-or-eoai-predtteed-%n-the-~~ste-£rom-July 

l.,--1999.,--thret~gh-atlft..,-397-1991.,--is~ 

(b) After June 30, 1990, and before July __ ~, 199~:-

Heating quality Surface Underground 

(Btu per pound Mining Mining 

of coal): 

Under 7,000 ~~-eents-or 5-cents-or> 
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13\ of value 3% of value 

7,000-&,&88 ii-eent:s-er 8-eent:~-er 

and over 20\ of value 4\ of value 

87888-9..-898 34-eettee-or i=6-eent-s-er 

i!9%-ef-yal~e 4'11-ef-yalul! 

Elver-9,-899 49-eeftts-or %i-eeft~!!t-or 

i!9%-ef-va%1:1e 4'11-ef-Yalue 

tdt--~he-severanee-t:aM-imposed-~~rs1:18nt:--to--sHbeeetion 

ti!ttat--eft-eaeh-teft-ef-eeal-prod~eed-ift-the-state-aftl!r-dufte 

39,-19917-±S~ 

(c) After June 30, 1991: 

Heating quality 

(Btu per pound 

of coal): 

Under 7,000 

7,000-8,898 

and over 

87899-9..-&88 

&ver-9,-888 

Surface 

Mining 

ti!-eeftts-or 

13'11 10\ of value 

i!i!-eeftt:s-or 

15\ of value 

34-eents-or 

!I:S'Io-of-value 

49-eents-or 

!I:S'Io-of-value 

Underground 

Mining 

5-eent:s-or 

3\ of value 

8-eettt:s-or 

4\ of value 

:1:8-el!ftts-e" 

4'11-of-YalHI! 

ti!-eeftt:s-or 

4'11-of-Yalul! 

t3t..!..n "Value" means the contract sales price. 

t4tl!l The formula which yields the greater amount of 

tax in a particular case shall be used at each point on 
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these schedules. 

tStl!l 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. 

t6t~ A new coal production incentive tax credit may 

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

Section 3. 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 cred_it 

against the tax imposed under 15-35-103 of: 

(a) 33-lf3%--£er--±fteremental--p,e~uet~oft--eold-dur±ftq 

ealendar-years-1985-aftd-1986; 

tbt--59%-eoe-ine~~mental-p~od~etio~-~old--~rom--daft~aey 

±7-198~,-until-d~n~-39,-1988~-and 

tet 40% for incremental production sold from-d~1y-l 7 

1988,-tin~il-aane-39 after June 30, 1988, and before July 1, 

1990; and provid~e7--hewevee7 -that-±!-the-p~odttction-q~et8 

established-in-l5-3S-!1:93ti!ttattit-±s-not-met,--the-tax-eredit 

for-th±s-per±ed-±s-S8'11-for-f±eeal--year--l989--and--48\--for 

£±seal-year-l999• 

(b) 25\ for incremental production sold after June 30, 

1990, and before July l, 1991. 
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(2) tat A coal mine operator is entitled to a new coal 

production incentive tax credit against the tax imposed 

under 15-35-103 on incremental production for the entire 

term of an agreement, except as provided in subsection (3), 

and is entitled to adjustment of the base consumption level 

and the base production level, as defined in 15-35-102, if 

the incremental production resulted from coal purchases 

under: 

titill an existing agreement which was extended 

b@tW~en--d8ftHary--%,--i985r--and--Beeembe~--3%T--i988 after 

December 31, 1984, and before July 1, %999 1991, for at 

least a 5-year period; or 

tiit~ a new agreement that was executed between 

danHary--r,--i9851--and-Beeemb~r-3ir-i988 after December 31, 

1984, and before July 1, r999 1991. 

tbt--~h~-rate-of-ere~it-aiiowe~-Hn~er-~Hb~eetion-t~ttat 

is-: 

t±t--33-i/3t--for--±ner~mentai--pro~ttetion--soid---£rom 

danna~y-~r-i9857-~~~i%-9eeember-3%r-%986~ 

tt±t-59%--for--any--±nerementel--pred~et*en--~eid--from 

JanHary-ir-~987r-~ntil-dune-39r-%98B7 

tiiit-46%-for-any-inerementai-~rod~etion-soid-from-Juiy 

%r-i988r-~ntii-dttne-39r-i9997--Hewever 1 --if--the--prodttet±on 

qttota--~~tabrish~~-in-i5-35-i93tittatt±t-i~-not-met,-the-tax 

er~dit-for-thi~-p~rio~-i~-59%-for-fiseai-y~ar-i989--and--49t 
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for-£i~ea±-year-i999~ 

ti•t-~5t--£or-any-±nerem~ntai-pro~Hetion-soi~-from-attly 

iT-i999,-Hntii-aHn~-39T-±99i;-an~ 

t•t--~St-a£t~r-attne-39,-r99l,-if-the--prodttetion--qHota 

±n-iS-35-r93tittatt±t-has-not-be~n-met~ 

(3) No credit may be claimed for coal produced p~ior 

to January 1, 1985." 

NEW SECTION. Section 4. Extension of authority. Any 

existing authority to make rules on the subject of the 

provisions of [this act] is extended to the provisions of 

[this act]. 

NEW SECTION. Section 5. saving clause. [This act] 

does not affect rights and duties that matured, penalties 

that were incurred, or proceedings that were begun before 

(the effective date of this act]. 

NEW SECTION. Section 6. Effective date 

17 applicability. ill [This act] is effective 6ttiy-l,-i989, ON 

18 

19 

20 

21 

22 

23 

24 

PASSAGE AND APPROVAL and applies to--payment~--of--~ever8ftee 

eax--thftt--are--d~e-and-payabie-af~e~-a~ne-36r-l989,-on-coal 

mine~-after-Mareh-3±,-1989 RETROACTIVELY, WITHIN THE MEANING 

OF 1-2-109, TO JANUARY 1, 1989. 

(2) (THIS ACT] APPLIES TO ALL COAL SEVEf<II_NCE ___ TAX 

REVENUE RECORDED ON OR AF'rER JANUARY 1, 1989, REGARDL,_E:SS 0~ 

WHEN THE TAX OBLIGATION ACCRUED. 

-End-
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HOUSE BILL NO. 4 

INTROOUC8D BY HANSON 

BY REQUEST OF THE COAL TAX OVERSIGHT SUBCOMMITTEE 

A BILL FOR AN ACT ENTITLED: ""AN ACT CLARIFYING THE RATE OF 

SEVERANCE TAX ON CERTAIN COAL; AMENDING SECTIONS 15-]5-102, 

15-35-10], AND 15-35-202, MCA; AND PROVIDING AN IMMEDIATE 

EFFECTIVE DATE AND AN A RETROACTIVE 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 this chapter, the 

following definitions apply: 

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

under Montana law betwe~n a coal mine operator and a 

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

Montana. 

(2) (a) "Base consumption level" for a purchaser, 

except as provided in subsection (2)(b), ~ies only for 

the term of an agreement in effect as of December 31, 1984~ 

and means the lesser of: 

(i) the volume of coal purchased during calendar year 

1986 from all Montana coal mine operators; or 

(ii) the greater of: 

lA) the arithmetic average volume of coal purchased 

~ ............... , .. "'. 
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during calendar years 1983 and 1984 from all Montana coal 

mine operators; or 

{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 i11 subsectio11 (2)(d){i) 

is less than one-third of the volume calculated in 

subsection (2)(a)(ii), the base consumption level is the 

volume calculated in subsection {2)(a)(ii). 

(3) (a) Except as provided in subsection {3J(b), ''base 

production level" for a coal mine operator ~-~s ~~~y _ _!S?__r 

the te_!:_m of an agreement ~~!_~-~-~_December 3'!__, __ ~_2_~~__I_ 

and means the lesser of: 

(i) the arithmetic average volume of coal produced in 

Montana and sold to a purchaser in calendar years 1983 and 

1984; or 

(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 
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subsection (3)(a)(i), the base production level is the 

amount calculated in subsection (3)(aJ(i), 

(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 

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 pr~ce 

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 c;and the amount of such 

federal, state, and tribal government royalties actually 

paid; 

(b) for quarterly periods ending on and after 

September JO, 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 
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September JO, 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) "Department" mec.1ns the department of revenue. 

(7) "Energy conversion process" includes any process 

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

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

(8) 11 lncremental production" means that quantity of 

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

qualified purcha~er 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) "Produced,. means severed from the earth. 

(10) "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 utilize~ that 

coal in any industrial, commercial, or energy conversion 

process. A coal broker or any other ll1ird party intermediary 

is not a purchaser under the provisiom; of this chapter. 

(ll) "Qualified purchaser" medu:; a purchaser whose 

purchases of Montana coal in any given year exceed his base 
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consumption level. A purchaser of Montana coal who enters 

into a coal agreement with another purchaser or a broker 

that causes a reduction in '.h~ base consumption level of a 

purchaser is not a qualified purchaser. 

(12) "Strip mining" is defined in 82-4-203 and includes 

"surface mining". 

(13) •Taxes paid on production 11 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. 

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

(15) "Underground mining" means a coal mining method 

utilizing shafts and tunnels and as further defined in 

82-4-203." 

Section 2. Section 15-35-103, MCA, is amended to read: 

"15-15-103. Severance tax rates i•posed 

exempt±ens. (1) BKeept-as-provided-~ft-Sttb~eet±on-tZt Subject 

to the provisions of 15-35-202 allowing a new coal 

production incentive tax credit, a severance tax is imposed 

on each ton of coal produced in the state in accordance with 

the following schedule: 

tat--Ptseal-¥ears-l988-and-l989~ 
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Heat~n9-qt~aHty 

tBtt~-per-pet~nd 

---of-eoalt~ 

!>nder-h888 

1,888-8,888 

e,ee9-9,998 

ever-9-,999 

Stsrfaee-

Mintnq--

li!-eeft~!!l-or 

i9%-of-valtte 

ii-e~nts-or 

~6%-of-val~::~e 

34-c:e~t:~-or 

39\:-o£-vettte 

49-eel"'~!l-or 

-39%-of-'l;;l'altle 

tbt--Ptseal-¥ear-l999~ 

Heatin~-qt1ei-it:y 

tBh•-per-pe11nd 

---of-eoalt~ 

'=lnd.er-~,eee 

1,888-8,898 

s,eee-9,ooe 

Stlrface-

Minin9--

±i!-een~~-or 

l-3%-of-val-tse 

i~-eent~-or 

i!S%-of-valtle 

34-e~ft~!!l-or

%5%-o£-vaits~ 

ever-9,69& 49-e~nt~-or 

%5%-o£-valtle 

tet--Piseat-Year-%99%-and~Thereatter~ 

Heat:i-n~-qttalit:y Sttr£aee--
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~nder9rettn,d 

Mir"tin9---

5~eent~-or 

3'-o£-val-tle 

8-eent~-or 

4% -o£ -ved: tle 

%8-e~l"l.t:~-or 

4%-o£-·'l;;l'tJ:lt:le 

T~-eent~-or 

4%-of-vaitte 

~ndergrottnd 

'--t~n-tn~---

5-e~nt:s-or 

3% --of-vaitte 

8-eent~-or 

4%-of-va±~::~e 

18-eent~-or 

4%-o£-vel!-tle 

li!-eent~-or 

4\:-o£-..,aitH~ 

t:Jndergrot~nd 
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tBl:tt-per-pottnd Miftirt~-- Mining---

---of-eoalt~ 

Hnder-'17899 li-eeftt~-or 5-eents-or-

i-3t-of-valtle 3t-ot-vslt!e 

T-,-888-8,-999 i!i!-eent5-0t' 9-eettt~-or 

i!6t-o£-valtte 4%-o£-vah:te 

e,eee-9,99& 34-eent5-0r l9-eertts-or 

i9%-ot- .... ~ne 4'-o£-ve:iue 

aver-9,988 49-eel'\t5-0f'" i:i!-eer'lts-or 

1!9%-of-ve:lt:t:e 4t-o£-vaiue 

t<t--tat-tit-en--or--be£ore--9etober---%,---t9BB,---tne 

department--shall-determine-the-tetal-1'\umber-o£-tons-of-coal 

produeed-in-Montana-aftd-soid-£rom-doly-l,-t981,-throtl9h-dttfte 

39,-1988.-ff-the-depor'tment-finds-that--these--saies--exeeed 

3~.i--million--tofts--twh±eh-±s-the-avera9e-total-yearly-eoal 

sales-for-ealeftdar-years-l983,-l984 7 -l98S,--and--l996tr--the 

rate---o£--the--eoal--se~erafte~--tax--±~--a~--~et--fo~t~--±~ 

sobseetions-t~ttbt-tnroo~n-t~ttdt~ 

tiit-If-a~y-fseil~ty-that-b~rned-Montana--eoa%--et--eny 

time--f~om--d~ly-T7-i98~,-to-d~ne-3a,-±988,-does-not-operate 

durin9-a-por~ion-of-that-period-du~·-to-m~ehanteal-fail~re-or 

eata~t~oph±e-aet-of-Sod,-the-department-shall-determine--~he 

aYera~e-monthly-sales-of-Montana-eoai-to-the-faeility-dttrin~ 

its-operetion-and-muitipiy-this-figure-by-lio-~he-department 

sha%1--inelttde-the-produet-o£-this-ealeulation-in-making-its 
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determination-of-coal-produeed-in-Montana-and-sold-from-dttly 

iT-i98T,-t:nrottgn-doft~-39 7 -l9B8~ 

tbt--~he-s~veranee-tax-imposed-ptlrsbant--to--subseetton 

tittat--on--eaeh-ton-of-eoal-prodtteed-±n-the-state-from-d~ty 

r,-%988,-thro~gh-dttne-39,-1999,-is~ 

(a) Afte~ June 30, 1988, and before July }~~ 

Heating quality 

(Btu per pound 

of coal): 

Under 7,000 

7,000-8,888 

and over 

e,e9B-9,B88 

9"1t!t"-9t998 

Surface 

Mining 

t~-eents-ot" 

17\ of value 

i!i-eent~-or 

25% of value 

34-eent!!ti-Ot' 

%5%-o.f-!led:n~ 

49-eer~~t:~-or 

i!5%-of-ve:!-ae 

Underground 

Mining 

5-cent~-or 

3% of value 

8-el!!nts-or 

4% of value 

!-9-eent:s-or 

4\-of-"e:~tte 

l::I-eel"'t~-or 

4%-o£--vttioe 

tet--The-severanee-tax-impo~ed-por~~ant--to--~ttb~ection 

tittat--on--eaeh-ton-o£-eoat-prodneed-in-the-~tate-£rom-3ul:y 

t 7-i9997 -throttgh-dufte-3e,-l:99l:,-is~ 

(b) After June 30, 1990, and before July_!~_l_' 

Heating quality Surface Underground 

(Btu per pound Mining Mining 

of coal): 

Under 7,000 li!-eents-or 5-eer'l:t!!-or 

-8- HB 4 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0004/02 

13\ of value 3\ of value 

7,000-8,-999 ii-een~~-or 8-eents-or 

and over 20\ of value 4\ of value 

8,.990-9,-880 34-c:ent~-or l9-eetlt~-or 

i9%-of-•ah:~e 4'-of-ve~~ltl:t!' 

e.er-9r999 49-c:ents-or l::%-ee"t~-or 

i&%-of-val:ue 4'-of-valtse 

tdt--~fte-severanee-tax-impoeed-ptsrsnent--to--stlbseet±on 

tittat--on-eaeft-ton-of-eoai-~rodtseed-in-tfte-st8te-after-dttfte 

38,--199!7-t!l~ 

(c) After June 30, 1991: 

Heating quality 

(Btu per pound 

of coal}: 

under 7,000 

7,ooo-9,.889 

and over 

8,.898-9,.908 

ever-9,.889 

Surface 

Mining 

l%-eents-or 

H' 10\ of value 

ii-cents-ot" 

15\ of value 

34-eents-or 

l5t-of-vait•e 

49-eents-or 

15t-of-val~e 

Underground 

Mining 

S-eents-o1" 

3\ of value 

8-eeftt!.'!ll-or 

4\ of value 

18-eeftt!l-or 

4t-of-yalt•e 

ii!-eents-or 

4%-of-vai:t1e 

t3till 11 Value" means the contract sales pr1ce. 

t4t1ll The formula which yields the greater amount of 

tax in a particular case shall be used at each point on 
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these schedules .. 

tSti!l A person is not liable for any severance tax 

upon ~0,000 tons of the coal he produces in a calendar year, 

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

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

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

t6}iil A new coal production incentive tax credit may 

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

Section 3. Section 15-35-202, MCA, is amended to read: 

•tS-35-202 .. New coal production incentive tax credit 

all~ed application limited. (1) A coal mine operator lS 

entitled to a new coal production incent1ve tax credit 

against the tax imposed under 15-35-103 of: 

{a) 33-l/3t--~or--tne~e~~~tal--prodtlee~on--~oid-dtlr~~~ 

eaiendar-years-%985-and-1966; 

tet--~8\-for-±neremente±-prodttetion-~oid--from--aantta~y 

%T-~98ir-tlnt±l-a~ne-~6,-i988;-8nd 

tet 40% for inccemental production sold from-dtt~y-l, 

%988;-tlntil-dttne-39 after June 30, 1988, a~d before July l, 

1990; and provided,--nowever,-tnat-i£-tne-prodtlction-qttota 

estabtished-~~-~S-3S-l93t~ttattit-i~-not-metr-the-tax-eredit 

Eor-tnis-per*od-i~-S6%-fer-fiseai--yea~--i989--and--~8,--for 

ftseal-year-1999• 

(b) 25\ for inc~ementa1 product ion sold aj__!_!:'r -~~0__!_ 

1990, and before July 1, 1991. 
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(2) t8t A coal mine operator is entitled to a new coal 

production incentive tax credit against the tax imposed 

under 15-35-103 on incremental production for the entire 

term of an agreement, except as provided in subsection (3), 

and is entitled to adjustment of the base ___ ~ns~tion level 

and the base production level, as defined in lS~~-102, if 

the incremental production resulted from coal purchdses 

under: 

tHi~ an existing agreement which was extended 

betwee~--aan~ary--l,--i985,--end--Beeember--3t,--l988 after 

December 31, 1984, and ~efore __ ~~-~ l-996 1991, for at 

least a S-year period; or 

tiit~ a new agreement thdt was executed eetween 

dantssry--l,---l98Sy--ar'ld-Beeember- 3-l-,--l-988 ~-~-e~ Dece_!Ilb~!.-~ 

1984, and befor~~~ ±996 !21~· 

tbt--~he-rate-of-eredit-all~~ed-~nde~-~ub~eet±on-tittat 

t"!t-: 

t±t--33-if3\--Eor--iner~m~ntat--prod~et±on--~oid---from 

dnn~ary-l,-i985,-untii-B~e~mber-3t,-l9867 

tiit-59l--for--e~y--±neremental--produet±on--sold--from 

dnnuary-l,-i987,-unt±i-dttne-36t-l986; 

ttttt-49%-for-nny-inerem~ntat-prodoet±on-~old-from-duiy 

lt-l988,-ontit-dune-36 1 -l998o--However,--if--the--prodttetion 

quota--eetabt~~hed-in-l5-35-i83tittattit-ie-not-met,-tne-tax 

eredtt-for-thi~-period-te-59,-for-fi!tcel-year-1999--end--46\ 
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tor-tisea!-year-±996. 

ttvt-iS,--for-any-±neremental-produetion-sold-from-duly 

lt-l999,-ont±l-done-3e,-l99l7-and 

t•t--%5t-after-dune-39 1 -l99l,-i~-the--produet±~n--qoota 

in-±5-35-±63t<ttatt>}-has-not-been-met• 

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

to January 1, 1985." 

NEW SECTION. Section 4. Extension of authority. Any 

existing authority to make rules on the subjPct uf the 

provisions of [this act} is extended to the provtsions af 

[this act). 

NEW SECTION. Section 5. Saving clause. [This act} 

does not affect rights and duties that matured, penalties 

that were incurred, or proceedings that were begun before 

(the effective date of this actl. 

NEW SECTION. Section 6. EE Eecti ve date 

applicability. ill [This act) is effective daty-± 7 -1969, ~~ 

PASSAGE AND APPROVAL and applies te--poyment~--of--~e~eranee 

tsx--thse--ere--due-and-payeb%e-after-d~ne-38; l9B9,-~n-eo8l 

m~neil-atter-Mareh-3t,-l:989 RETROACTI~VELY, _Wl"rH_!N_~ THE MEANJN_G 

OF 1-2-109, TO JANUARY 1, 1989. 

( 2) (THIS _AC1'] ALL COAL SEVJ:.:HANL'E TAX ------ ---------APPLIES TO 

REVENUE RECORDEDO~(~~AFTER JANUARY l_,_l~9, REGARf>LF:SS OF 

WHEN THE TAX OBLI!eA1'l_Q!!_ACCRUED. 

-End-
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PLEASE RETAIN THIS COPY. IF THERE ARE 
NO CHANGES, THIS BILL WILL NOT BE RE-PRINTED. 

CODE COMMISSIONER REPORT 

1988 

1989 CODE COMMISSIONER BILL SUMMARY 

Section 1. 1-11-301. In subsection (4) clarifies that sets of 
the Montana Code Annotated may be purchased for cost only by in-
state local governmental agencies. · · 

Section 2. 2-4-704. Reoutlines subsection {2) in order to make 
former subsection (2)(g) grammatically and logically correct. 

Section 3. 2-15-122. In subsection {4) corrects erroneous 
internal reference to 2-15-102 created by Chapter 592, L. 1987. 

Section 4. 2-15-1858. 
efficacy has expired. 
the board. 

Deletes subsection (4)(a) because its 
It dealt only with initial appointments to 

section 5. 2-18-501. In subsection (3) substitutes 
•commissions" for "commissioners• in order to parallel 
subsections (1) and (2). 

Section 6. 7-6-4304. Near the end of subsection (1) substitutes 
"municipality• for "city" to conform with remainder of the 
section. 

Section 7. 15-6-214. In subsection.(!) substitutes "operation" 
for "production" to reflect the proper nature of railroad 
property and to conform with the definition contained in 
subsection (3). Inserts •operation by" before "a railroad" in 
subsection (1)(b) for the same reasons. 

Section a. 15-17-317. Deletes references to repealed sections 
and makes permanent the bracketed references inserted by the code 
commissioner to indicate the corresponding sections. 

Section 9. 15-17-318. See number 8 above. 

Section 10. 15-18-212. In subsection (7) clarifies that proof 
of notice must be filed "within" 30 days. 

Section 11. 15-23-605. In subsection (1) substitutes a 
teference to "15-23-602(l)(e)(iv)" for a reference to "15-23-
602(8)" to reflect outlining changes made by Chapter 695, L. 
1985. 

Section 12. 15-24-1203. Near the end of the section substitutes 



"or" for "and" to clarify that either track or right-of-way is 
used as reflected earlier in the sentence. 

Section 13. 15-25-122. In subsection (2) substitutes 
"department of family services" for "department of institutions" 
to reflect executive assignment of functions pursuant to section 
117, Chapter 609, L. 1987. 

Section 14. 15-25-123. Throughout the section substitutes 
references to "account" for "fund" to reflect the treasury 
structure as provided in Title 17, chapter 2, part 1. 

Section 15. 15-30-117. In subsection (l)(a)(i) substitutes a 
reference to the motor vehicle tax for a reference to the motor 
vehicle fee to reflect Chapter 611, L. 1987. 

Section 16. 15-32-102. Reoutlines subsection (6) for clarity 
and readability. 

Section 17. 15-35-108. In subsections (l)(b), (3)(c), and 
(3)(f) deletes obsolete language and in (3)(b) reflects splitting 
of the local impact and education trust fund account into 
separate accounts by Chapter 662, L. 1987. 

Section 18. 15-65-121. In subsection {2) clarifies that funds 
are allocated to regional tourism corporations rather than to 
tourism regions. 

Section 19. 16-1-409. In subsection (1) removes a reference to 
16-1-407, which is repealed, and generally rewrites section for 
clarity and conformity to code style. 

Section 20. 16-1-410. Near the beginning of the section removes 
a reference to 16-1-407, which is repealed, and near the end 
substitutes "may not receive" for "shall cease to receive" to 
conform to code style. 

Section 21. 16-4-501. In subsection (2) inserts "shall the fee" 
before "be less than" for grammatical and readability purposes. 

Section 22. 16-6-314. 
to "16-3-301(4)" for a 
addition of subsection 
1987. 

In subsection (3) substitutes a reference 
reference to "16-3-301((3)" to reflect the 
(2) to that section by Chapter 61, L. 

Section 23. 17-5-704. Deletes subsection (2), which was 
temporary in nature. 

Section 24. 18-2-122. Near the beginning of the section 
substitutes "may not" for "shall not" for conformity to code 
style and near the end of the section inserts "professional" 
before "land surveyor" to reflect name change made by Chapter 
553, L. 1985. ·. 

Section 25. 19-4-706. In subsection (1) substitutes 
"withdrawal" for "refund" to reflect the terminology actually 



used in 19-4-603. 

Section 26. 20-4-111. In subsection (2) revises the fees for 
emergency authorization of employment to reflect the fee changes 
in 20-4-109 made by Chapter 465, L. 1987. 

Section 27. 20-4-133. In subsection (l)(f) substitutes 
"teacher, administrator, and specialist" for "teaching" to 
reflect the certification contained in subsections (l)(a) through 
(l)(c). 

Section 28. 20-4-401. In subsection (3) substitutes "20-3-362" 
for "20-3-361" to correct an erroneous reference to the authority 
for jointly employing a superintendent. 

section 29. 20-5-307. In subsection (3) substitutes "20-5-306" 
for "20-5-305" to correct an erroneous reference to the 
notification provisions. 

Section 30. 20-9-352. At the end of subsection (1) and in (3) 
deletes a reference to the permissive account, which no longer 
exists. 

Section 31. 20-25-229. In the catchline and in subsection (1) 
deleted "grain and" from the name of the seed laboratory to 
reflect the name change contained in Chapter 373, L. 1987. 

Section 32. 23-2-502. In subsection (13) makes "lienholder" one 
word to reflect the usage in subsection (8). 

Section 33. 23-2-507. Near the end of the section substitutes 
"special revenue fund" for "earmarked fund" to reflect the 
treasury structure as contained in Title 17, chapter 2, part 1. 

Section 34. 23-2-513. In subsections (4) and (5) substitutes a 
reference to 23-2-512(9) for a reference to 23-2-512(10) to 
reflect the deletion of former subsection (2) of that section by 
Chapter 649, L. 1987. 

Section 35. 23-2-807. In subsection (2) substitutes a reference 
to the special' revenue fund for a reference to the earmarked 
revenue fund to reflect the treasury structure contained in Title 
17, chapter 2, part 1. 

Section 36. 23-5-601. Revises the short title to reflect the 
insertion of regulation of keno machines into the law by Chapter 
603, L. 1987. 

Section 37. 25-13-613. Deletes the reference to 25-13-611, 
which is repealed, and makes permanent the bracketed reference 
inserted by the code commissioner to the corresponding section. 

Section 38. 27-2-205. Near the end of subsection (1) 
substituted "the plaintiff" for "him" to clarify the party being 
referred to. 



Section 39. 33-22-111. Near the middle of subsection (l) 
substituted ttpodiatrist" for "chiropodist" to reflect the name 
change contained in Chapter 288, L. 1987. 

Section 40. 33-23-201. Revises subsections (1) and (4) for 
grammatical purposes and to eliminate the triple negative. 

Section 41. 33-23-212. Revises subsections (1) and (4) for 
grammatical purposes and to conform to existing code style. 

Section 42. 37-1-101. In subsection (7) inserts "professional" 
before "land surveyors" to reflect the name change contained in 
Chapter 533, L. 1985. 

Section 43. 37-2-101. In subsection (1) eliminates the 
reference to chiropody to reflect the elimination of that term by 
Chapter 288, L. 1987, and removes the parentheses from the term 
"podiatry". 

Section 44. 37-4-321. At the end of subsection (2) substitutes 
a reference to the special revenue account for a reference to the 
earmarked revenue account to reflect the treasury structure 
contained in Title 17, chapter 2, part 1. 

Section 45. 37-6-311. In subsections (4) and (5) makes 
permanent the bracketed references to 37-6-310 inserted by the 
code commissioner to correct an apparently erroneous reference 
contained in Chapter 288, L. 1987. 

Section 46. 37-14-102. See number 43 above. 

Section 47. 37-14-301. See number 43 above. 

Section 48. 37-25-102. Deletes subsection (4) defining 
"department" and subsection (11) defining "registered dietician" 
because neither defined term is used in chapter 25. 

Section 49. 37-29-306. In subsection (1) substitutes "state 
denturist licensing board" for "state denturist board" to reflect 
the situation in Montana where there is no independent denturist 
board. 

Section so. 37-60-101. In subsection (17) substitutes "resident 
manager" for "resident agent" to reflect the usage of the term in 
37-60-302. 

Section 51. 37-60-308. Deletes the qualifying phrase- "in 
accordance with 37-60-301 or 37-60-304", relating to obtaining 
identification cards, because neither section set forth the 
procedure for obtaining a card. 

Section 52. 37-66-105. See number 42 above. 

Section 53. 37-66-308. See number 42 above. 

Section 54. 37-72-101. In subsection (2)(d) substitutes the 



reference to the definition of explosives contained in 61-1-506 
for the reference to 50-38-101, which is repealed, and deletes 
subsection (2)(e), defining "magazine", because the term is not 
used in the chapter and the section referred to is repealed. 

Section 55. 39-51-1219. Near the middle of subsection (2)(a) 
substitutes "bear" for "bears" for grammatical reasons and 
revises subsection (3)(b) to eliminate the triple negative. 

Section 56. 39-51-3206. In the last sentence substitutes "the 
laws of this state or another state" for "this state or another 
state law" for clarity and readability. 

Section 57. 39-71-2501. Deletes subsection (1) defining "board" 
because the term is not used in the part. 

Section 58. 41-5-808. See number 13 above. 

Section 59. 46-18-235. In subsection (2) substitutes "account" 
for "fund" to conform to 44-12-206 and the existing treasury 
structure. 

Section 60. 50-60-102. In subsection (2) substitutes 
"buildings referred to in subsection (1)" for "aforementioned 
buildings" for clarity and style and deletes the last sentence, 
which is redundant with the first sentence. 

Section 61. 52-1-103. In subsection (6) substitutes "severely 
disabled persons" for "physically disabled persons" to conform to 
the change in definition made by Chapter 514, L. 1987. 

Section 62. 53-2-303. Substitutes "county or department of 
family services" for "county department" to clarify the county 
attorney's role and to conform the section to the interpretation 
contained in 42 A.G. Op. 45. 

Section 63. 53-5-513. Inserts "department of family services" 
to reflect executive assignment of functions pursuant to section 

,117, Chapter 609, L. 1987. 

Section 64. 53-5-702. Substitutes "department of family 
services" for "department of social and rehabilitation services" 
to reflect executive assignment of functions pursuant to section 
117, Chapter 609, L. 1987. 

Section 65. 53-5-803. See number 64 above. 

Section 66. 60-11-1103. 
following "department" to 
is the agency that issues 

In subsection (1) deletes "of highways" 
reflect that the department of commerce 
the bonds. 

Section 67. 60-11-1203. See number 66 above. 

Section 68. 61-5-214. Deletes references to "chauffeur" to 
reflect Chapter 443, L. 1987, and deletes reference to chapter 
12, part 6, which is repealed. 



Section 69. 61-5-216. Deletes references to "chauffeur" to 
reflect Chapter 443, L. 1987. 

\ 

Section 70. 61-7-109. At the end of subsection (4) substitutes 
"chapter 6 of this title" for "this part" to reflect the proper 
citation to the mandatory insurance and deposit statutes. 

Section 71. 61-9-512. In subsection (2) inserts "a violation 
of" for clarification that conviction is not for a standard, but 
rather for a violation of a standard. 

Section 72. 69-14-708. Near the end of subsection (1) 
substitutes "written demand provided for in 69-14-709" for 
"affidavit hereinafter provided for" for purposes of clarity and 
style. 

Section 73. 70-22-103. See number 42 above. 

Section 74. 71-3-206. At the end of subsection (1) substitutes 
a reference to "30-9-403(13)" for "30-9-403(12)" to reflect the 
amendment to that section made by Chapter 619, L. 1987. 

Section 75. 75-10-627. Substitutes "75-10-626" for "section 2" 
to reflec~ the codification of Chapter 435, L. 1987. 

Section 76. 80-7-814. In subsection (J)(f) substitutes 
"council" for "committee" to reflect the creation of the entity 
in 80-7•805. · · 

Section 77. 81-9-228. In subsection (2) substitutes "offer" for 
"offered" for grammatical reasons. 

Section 78. 82-11-123. In subsection (3) substitutes "strata" 
for "stratum" and "cave-ins" for "cavings" to correct an apparent 
grammatical or typographical error. 

Section 79. 85-7-1612. In subsection (6) substitutes •or" for 
"and" to reflect the disjunctive rather than conjunctive 
authority contained in the section and substitutes "license" for 
"licenses" to reflect that change. 

Section 80. 87-2-106. In subsection (4) substitutes "or" for 
"and" to clarify that a person need not purchase all enumerated 
licenses. 

Section 81. 90-3-101. Deletes subsection (2) because its 
efficacy has terminated. · 

Section 82. 90~8-102. In subsection (4) substitutes a reference 
to "17-6-306" for "17-6-305" to properly reflect the section that 
establishes the fund. 

Section 83. Code commissioner instruction. Section 1-11-
101(2)(g)(ii) provides that recodification includes, without 
changing the meaning, effect, or intent of any law, correcting 



inaccurate or obsolete references to other code sections, such as 
those that have been repealed or repealed and replaced, when 
given authority by another statute. Section 84 constitutes 
authority for the code commissioner to correct such references 
without the necessity of legislative action. This authority 
should result in fewer ~rroneous references in the published code 
and in shorter code commissioner bills. 


