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~ln • .rAT"C" BILL NO, __j__ 

INTRODUCED BY --~A~NwD~E~R~S~O~N~-----------------------------------

BY REQUEST OF THE COAL TAX OVERSIGHT SUBCOMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR UNIFORM 

TAXATION OF ALL COAL ROYALTIES; AMENDING SECTION 15-35-102, 

MCA; AND PROVIDING A DELAYED EFFECTIVE DATE 

APPLICABILITY DATE." 

AND AN 

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), 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 

during calendar years 1983 and 1984 from all Montana coal 
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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 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 

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

amount calculated in subsection (3)(a)(i). 
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(4) "Broker" means any person who resells Montana 

coal. 

(5) "Contract sales price 11 means either..!_ 

~ the price of coal extracted and prepared for 

shipment f.o.b. mine, excluding~ 

1ll that amount charged by the seller to pay taxes 

paid on productionT; and 

(ii) that amount charged by the seller in excess of 15 

cents a ton to pay royalties paid on coal produced and sold; 

or 

1£1 a price imputed by the department under 15-35-107. 

eon~raet--~a%es--pr±ee--±ne%~~es--e!l--roya%tie~---paid---en 

produetion,--no--matter--ftew--stteh-royaitie~-are-ealcttia~edv 

Howeyer,-with-reepeet-to-royalt±ee-~a±d-to-the-goverftment-o£ 

the-Hnited-Statear-the-etate--of--Montana,--or--a--federaliy 

reeognized--fndian--tribe,-the-eontraet-sales-pr±ee-ineiHdes 

Oftiy~ 

tat--for--q~arterly--periods--endiftg---on---and---after 

September--3e,--t984,--l5--cents--per--ton--pl~s--15%-o£-the 

d%££erenee-between-ls-eeftts-per-ton-and-the-amo~n~--o£--sHeh 

federaiT--state,--and--tribai--goYernment-royaities-act~aiiy 

paid; 

tbt--ror--q~arteriy--periods--ending---on---aftd---after 

September--38T--i985,--l5--eents--per--ton--pl~s--58%-of-the 

dif£ereftee-between~l5-eents-~er-ton-and-the-amottnt--o£--~tleh 
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£edera~,--etaee,--and--triba~--government-roya±ties-aet~ally 

paid; 

tct--£or--q~arteriy--periods--endiftg---on---and---a£ter 

September--39,--1986,--15--cents--per--ton--pi~s--~5%-o£-the 

difference-between-15-een~~-pe~-ton-and-the-amo~nt--o£--sHeft 

£ederal,--etate,--and--triba±--government-royaities-aetHally 

paid;-aftd 

tdt--for--q~arterty--periods--ending---on---and---after 

September-38,-1981,-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 s·lurry, 

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 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 
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is not a purchaser under the provisions of this chapter. 

(11) "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. 

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

9 "surface mining•. 

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

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

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

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

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

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

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

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

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

19 utilizing shafts and tunnels and as further defined in 

20 82-4-203." 

21 Section 2. Saving clause. [This act] does not affect 

22 rights and duties that matured, penalties that were 

23 incurred, or proceedings that were begun before [the 

24 applicability date of this act]. 

25 Section 3. Effective date -- applicability. [This act] 
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is effective July 1, 1991, and applies to coal produced and 

sold after March 31, 1991. 

-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 §B001 , as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act providing for uniform taxation of all coal royalties; and providing a delayed effective date and an 
applicability date. 

FISCAL IMPACT: 

The effective date of the bill is for coal produced after March 31, 1991. The tax receipts for this period would 
not be received until FY92; consequently, there are no revenue or expenditure impacts in the 1990-91 biennium. 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 

Only $0.15 per ton of coal royalties received by owners other than the United States, the State of Montana or 
Indian Tribes, would be taxed. Currently all royalties received by these private owners is taxed. 

FY92 and subsequent years coal tax revenues would be reduced $1,600,000 each year. 

Ag"Iffi' H.' AND~~~o~"'JR.:--PRI~Y SP~~~~R/ ~ { - s',i 

Fiscal Note for SB001, as introduced 

S8 f 
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INTRODUCED BY ANDERSON 

APPROVED BY COMMITTEE 
ON TAXATION 

BILL NO. __1_ 

BY REQUEST OF THE COAL TAX OVERSIGHT SUBCOMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR UNIFORM 

TAXATION OF ALL COAL ROYALTIES; AMENDING SECTION 15-35-102, 

MCA; AND PROVIDING A DELAYED 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. Oefinitionsa 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) (a) "Base consumption level" for a purchaser, 

except as provided in subsection (2)(b), means the lesser 

of: 

(i) the volume of coal purchased during calendar year 

1966 from all Montana coal mine operators; or 

(ii) the greater of: 

(A) the arithmetic average volume of coal purchased 

during calendar years 1983 and 1984 from all Montana coal 
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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 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 

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

amount calculated in subsection (3)(a)(i). 

-2- SECOND READING 
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(4) "Broker '1 means any person who resells Montana 

coal. 

(5) 11 Contract sales price" means either..!.. 

~ the price of coal extracted and prepared for 

shipment f.o.b. mine, excluding~ 

1ll that amount charged by the seller to pay taxes 

paid on production,; and 

(iiJ that amount charged by the seller in excess of 15 

cents a ton to pay royalties paid on coal produced and sold; 

or 

1£1 a price imputed by the department under 15-35-107. 

eentrae~--~a±es--priee--i~e±~d~s--a!i--~oyaities---paid---en 

~rodttetionr--no--metter--how--stteh-royaities-are-ealcHiated. 

However,-wi~h-respect-to-royaities-paid-to-the-qovernment-of 

the-Bnited-States,-the-state--o£--Montanar--or--a--federaliy 

reeoqnized--fndian--tr±be,-the-contraet-saies-prie~-ineittd~s 

only~ 

tat--for--q~a~eerly--pe~iods--ending---on---and---areer 

S~p~ember--39,--±98•,--15--e~n~~--per--ten--pl~s--15%-ef-the 

differenee-between-15-eenes-pe~-eon-and-ehe-amo~n~--or--sueh 

federa±,--state,--and--t~ibai--government-royalties-aet~aiiy 

peid7 

tbt--fer--qHarter1y--perioda--ending---en---and---af~er 

September--3e,--l985y--i5--eenta--per--ten--pl~s--59%-ef-the 

di££erenee-b~tween-r5-eenes-per-ton-and-th~-ame~ne--o£--stteh 
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federalT--state,--and--er*ba±--qovernm~ne-roya±ties-aeettally 

paid7 

tet--£or--qttarterly--perieds--ending---on---and---a£ter 

Sep~emb~r--397--i9867 --l5--eenta--per--~en--plHa--25%-e£-the 

differenee-between-15-eents-per-eon-and-the-amottnt--o£--stteh 

federal,--state,--and--eribai--government-royaleies-aetttaliy 

paid::--end 

tdt--£er--qttarteriy--periods--endin9---on---and---after 

Sep~ember-39,-198?,-15-eent~-p~r-ton. 

(6) 11 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 

-4-
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is not a purchaser under the provisions of this chapter. 

( 11} "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 

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

7 purchaser is not a qualified purchaser. 

8 {12) "Strip mining'' is defined in 82-4-203 and includes 

9 "surface mining''. 

10 (13) ''Taxes paid on production'' includes any tax paid 

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

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

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

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

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

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

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

18 

19 

20 

21 

22 

(15) 

utilizing 

82-4-203." 

"Underground mining" means a coal mining method 

shafts and tunnels and as further defined in 

Section 2. Saving clause. (This act I does not affect 

rights and duties that matured, penalties that were 

23 incurred, or proceedings that were begun before [the 

24 applicability date of this act]. 

25 Section 3. Effective date-- applicability. [This act] 

-5-
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is effective July 1, 1991, and applies to coal produced and 

sold after March 31, 1991. 

-End-
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BILL NO. ____]___ 

INTRODUCED BY --~A~N~DnE~R~S~O~NL-----------------------------------

BY REQUEST OF THE COAL TAX OVERSIGHT SUBCOMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR UNIFORM 

TAXATION OF ALL COAL ROYALTIES; AMENDING SECTION 15-35-102, 

MCA; AND PROVIDING A DELAYED EFFECTIVE DATE 

APPLICABILITY DATE." 

AND 

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

AN 

Section 1. 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 

purch~ser or broker for the sale of coal that is produced in 

Montana. 

(2) (a) 11 Base consumption level 11 for a purchaser, 

except as provided in subsection (2){b), 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 

during calendar years 1983 and 1984 from all Montana coal 

~~ , .. ,,,.,,.. c~""' 
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mine operators; or 

{B) 90% of the maximum tonnage provided for in any 

agreement e~ecuted 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 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)tii) 

is less than one-third of the amount calculated in 

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

amount calculated in subsection (3)(a){i). 

THIRD READING 
-2-
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( 4} "Broker" means any person who resells Montana 

coal. 

{5J 11 Contract sales price" means either_!. 

~ the price of coal extracted and prepared for 

shipment f.o.b. mine, excluding~ 

iil that amount charged by the seller to pay taxes 

paid on production,; and 

{ii) that amount charged by the seller in excess of 15 

cents a ton to pay royalties paid on coal produced and sold; 

or 

iEl a price imputed by the department under 15-35-107. 

eo"traee--ssles--priee--±nei~des--all--royalties---pa±d---on 

prodaet~on,--~o--me~~er--hov--stteh-royelties-are-ealett±atedo 

However,-w%th-respect-to-royalties-pa~d-to-the-goverament-er 

the-Hnited-Statee,-the-state--or--Montana,--or--a--iederaliy 

reeog"±zed--fndian--tribey-th~~eo~traet-sai~~-pr±e~-iftei~d~~ 

only~ 

tot--for--q~areerly--~ertod~--eftdiftg---oft---and---aiter 

September--39,--1984,--15--eents--per--eoft--plus--YS%-o£-ehe 

diffe~enee-between-15-eenre-per-ton-and-the-amonnt--o£--eueh 

federaiy--statey--end--tribal--government-~oyaltiee-aetuaily 

paid7 

tbt--for--q~arterly--periods--eftdiftg---on---and---a£ter 

S~ptember--38y--i985y--i5--eents--per--ton--plHs--58%-of-the 

difference-between-15-eent~-per-ton-and-the-amottnt--of--s~eh 
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federal,--etate,--and--tribal--governmeftt-royalt~e~-aet~ally 

pal:d7 

tet--for--qttarterly--perl:ode--ending---on---and---after 

September--3e7--l986,--l5--eente--per--ton--pltts--i5%-of-the 

difference-&etween-15-eente-per-ton-and-the-amottnt--of--etteh 

federal,--etatey--and--tr±bal--~overnment-royaltiee-actttally 

paith-ond 

tdt--for--q~arterly--periode--ending---on---and---after 

September-36,-199~,-15-eente-per-tOft• 

(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 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 

-4-



1 

2 

3 

4 

5 

6 

LC 0077/01 

is not a purchaser under the provisions of this chapter. 

(11) "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 

7 purchaser is not a qualified purchaser. 

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

9 "surface mining". 

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

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

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

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

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

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

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

17 ( 14) "Ton 11 means 2, 000 pounds. 

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

19 utilizing shafts and tunnels and as further defined in 

20 82-4-203." 

21 

22 

23 

24 

25 

Section 2. 

rights and 

Saving clause. [This act) does 

duties that matured, penalties 

not affect 

that were 

incurred, or proceedings that were begun before [the 

applicability date of this act). 

Section 3. Effective date-- applicability. (This act) 
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is effective July 1, 1991, and applies to coal produced and 

sold after March 31, 1991. 

-End-
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