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~!.e. BILL NO. ~: !' / 

INTRODUCED BY L,.,..,.1 ,j,., Ce, -'Of ~t 

A BILL FOR AN ACT ENTITLED: "AN ACT INCLUDING THE EXTENDED 

DEPTH AUGER METHOD OF MINING COAL AS A TYPE OF UNDERGROUND 

MINING FOR PURPOSES OF TAXATION; DEFINING THE EXTENDED DEPTH 

AUGER METHOD OF MINING FOR TAXATION PURPOSES; AMENDING 

SECTION 15-35-102, MCA; AND PROVIDING AN EFFECTIVE 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) 11 Agreement 11 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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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 (3J(a)(ii) 

is less than one-third of the amount calculated in 

-2- l/6 IP88 
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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 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 September 

30, 1986, 15 cents per ton plus 25\ of the difference 

between 15 cents per ton and the amount of such federal, 

state, and tribal government royalties actually paid; and 
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(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) "Extended depth auger method" means a method of 

mining that penetrates a coal deposit and removes the coal 

through a series of circular openings with bored shafts 

averaging at least 300 feet in depth. 

t8t1.2.l "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 opecator for that purchaser, but only to 

the extent the quantity of coal exceeds that purchaser's 

base consumption level from all Montana producers. 

t9tl!Ql "Produced" means severed from the earth. 

t¼9tJ....ill "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. 

f¼¼ti!.ll "Qualified purchaser" means a purchaser whose 

purchases of Montana coal in any given year exceed ftis the 
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purchaser's 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 

4 level of a purchaser is not a qualified purchaser. 

5 t±iti..±l_l "Strip mining" is defined in 82-4-203 and 

6 includes "su. r face mining" but does no_t include the extended 

7 

8 

9 

10 

11 

12 

depth auger method of mining. 

f½:37.i..!.!1. 11 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 

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

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

15 fi4-t.i..!21 "Ton" means 2,000 pounds. 

16 fi5tJ.l!l "Underground rnining 11 means a coal mining method 

17 utilizing shafts and tunnels and as further defined in 

18 82-4-203. The term includes the extended depth auger method 

19 of mining_. 11 

20 NEW SECTION. Section 2. Effective date. [This act I is 

21 effective July 1, 1993. 

-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 HB0688 1 as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act including the extended depth auger method of mining coal as a type of underground mining for purposes of taxation; 
defining the extended depth auger method of mining for taxation purposes; and providing an effective date. 

ASSUMPTIONS: 

1. No coal mine operators in Montana will use the extended depth auger method of mining coal during the biennium (MDOR). 
2. If coal is mined by this method, it would be coal that would be uneconomical to strip mine. 

FISCAL IMPACT: 

There is no impact to state revenues or expenditures under the proposed legislation during the biennium. 

TECHNICAL NOTES: 

The proposed legislation would permit different areas of a single coal mining site to be classified as both an underground 
mine and a strip mine for taxation purposes. Such a dual classification would make the monitoring of coal production for 
taxation purposes extremely difficult and costly, as the department would have no means of determining the share of total 
production coming from the two different mining methods. 

~~~ 3 ~ (? 3 .Y-~'I- 9...3 
DAVID LEWIS, BUDGET DIRECTOR DATE LARRY HAL GRINDE, PRIMARY SPONSOR DATE 
Office of Budget and Program Planning 

Fiscal Note for HB0688, as introduced 

~'o lo<t.~ 
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APPROVED BY COMMITTEE 
ON TAXATION 
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dj5,::, BILL NO. t, f ';/' 

INTRODUCED BY ~ ij"'- ('.,,., "'Of ~ 

A BILL FOR AN ACT ENTITLED: "AN ACT INCLUDING THE EXTENDED 

DEPTH AUGER METHOD OF MINING COAL AS A TYPE OF UNDERGROUND 

MINING FOR PURPOSES OF TAXATION; DEFINING THE EXTENDED DEPTH 

AUGER METHOD OF MINING FOR TAXATION PURPOSES; AMENDING 

SECTION 15-35-102, MCA; AND PROVIDING AN EFFECTIVE 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: 

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

under Montana law between a coal mine operator and a 

purchaser or broker for the sale of coal that 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 aeans the lesser of: 

(1) the volume of coal purchased during calendar year 

1986 from all Montana coal mine operators: or 

(ii) the greater of, 

(A) the arithmetic avecage volume of coal purchased 
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LC 1319/01 

during calendar years 1983 and 1984 from all Montana coal 

mine operators: or 

(Bl 90\ of the aaxiaum tonnage provided for in any 

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

highest scheduled alniaua quantity of coal stipulated by the 

terms of the agree-nt 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 

leas than one-third of the volume calculated in subsection 

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

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

volwae 

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

production levelR 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. 

(bl If the amount calculated in subsection (3)(a)(ii) 

is less than one-third of the amount calculated in 

-2- HfJ 1188 
SECOND READING 



f 

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 1319/01 

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

a110unt calculated in subsection (3J(aJ(i). 

(4) •eroker• means any person who resells Montana coal. 

(5) "Contract sales price• aeans 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-)S-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 751 of the difference 

between 15 cents per ton and the amount of such federal, 

state, and tribal goverrunent 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 ilJDOunt of such federal, 

state, and tribal 9overnment royalties actually paid; 

(c) for quarterly periods ending on and after September 

30, 1986, 15 cents per ton plus 251 of the difference 

between 15 cents per ton and the amount of such federal, 

state, and tribal government royalties actually paid; and 
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(dJ for quarterly periods ending on and after September 

30, 1987, 15 cents per ton. 

(6) "Depart-nt• 111eans 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) "Extended depth auger method" ■eans a method of 

mining that penetrates a coal deposit and removes the coal 

through a series of circular openings with bored shafts 

averaging at least 300 feet in depth. 

t8t.ill "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. 

t9t.lill "Produced" means severed from the earth. 

t¼8t1!!1 "Purchaser" means a person who purchases or 

contracts to purchase Montana coal directly from a coal mine 

ope_rator 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. 

t¼¼ti!ll "Qualified purchaser• means a purchaser whose 

pur_chases of Montana coal in any given year exceed his the 

-4-
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l purchaser's base conauaption level. A purchaser of Montana· 

2 coal who enters into a coal agre-ent with another purchaser 

3 or a broker that causes a reduction in the base consWDptlon 

4 level of a purchaser is not a qualified purchaser. 

5 Hilti!.ll •·strip mining• is defined in 82-4-203 and 

6 includes ""surface mining• but does !IOt _inc].ud~ the extended 

7 depth auger method of mining. 

8 ti3t~ "Taxes paid on production• includes any tax 

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

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

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

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

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

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

15 ti4tl!ll "Ton• means 2,000 pounds. 

16 ti5t.J.lll •underground mining• means a coal mining method 

17 utilizing shafts and tunnels and as further defined in 

18 82-4-203. The term includes the extended depth auger •~thod 

of ainin9.!_" 19 

20 NEW SECTION. Section 2. Effective date. (Thia act I is 

21 effective July 1, 1993. 

-End-

-5-
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d:.,$<:: ... BILL 110. ' f 'i' 

IlffllODIICED BY W!!i ij...._ e-t,->ot ~ 

A BILL FOR AN ACT ENTITLED: "AN ACT INCLUDING THE EXTENDED 

DEPTB AUGER IIIETBOD OF IIIINING COAL AS A TYPE OF UNDERGROUND 

MINING FOR PURPOSES OF TAXATION; DEFINING THE EXTENDED DEPTH 

AUGER METHOD OF MINING FOR TAXATION PURPOSES! AMENDING 

SECTION 15-35-102, MCA; AND PROVIDING All EFFECTIVE DATE." 

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

Section 1. section 15-35-102, MCA, i■ aaended to read: 

"15-35-102. Definition■ • A■ used in this chapter, the 

following definition■ apply: 

(1) "Agreement• ■eans a signed contract that i ■ valid 

under Montana law between a coal ■ine 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 ter■ of an agree■ent in effect as of Deceaber 31, 1984, 

and ■eans the lesser of: 

(l) the volu■e of coal purchased during calendar year 

1986 fro■ all Montana coal ■ine operators; or 

(ii) the greater of: 

(A) the arithmetic average volu- of coal purchased 
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duriR9 calendar :re,ar■ 1983 and 1984 fro■ all Montana coal 

■ine operator■ ; or 

(B) 901 of the -•i■u■ tonnage provided for in any 

agree■ent executed prior to January 1, 1985, for which the 

highest scheduled ■ini■u■ quantity of coal stipulated by the 

tar■■ of the agree■ent as they existed on January 1, 1985, 

has not been purchased at any ti■e during the ter■ of the 

agree■ent, plus the arith■etic average volume of coal 

purchased during calendar years 1983 and 1984 fro■ all 

Montana coal ■ine operators under all other agreements. 

(b) If the volu■e calculated in subsection (2J(a)(i) i ■ 

less than one-third of the volu■e calculated in subsection 

(2)(a)(ii), the base consu■ption level is the 

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

voluae 

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

production level• for a coal mine operator applies only for 

the ter■ of an agree■ent in effect as of December 31, 1984, 

and means the lesser of: 

(i) the arith■etic average volume of coal produced in 

Montana and sold to a purchaser in calendar years 19B3 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 leas than one-third of the amount calculated in 

-2- ti!; l,98 
THIRD READING 



1 

2 

3 

4 

5 

6 

7 

8 

g 

10 

11 

12 

13 

u 
15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1319/01 

subeection ll)(a)(il, the base production level 1• the 

aaount calculated in subsection (3)(a)(1). 

(4) "Broker• -ans any person who resells Montana coal. 

(5) "Contract sales price• -ans either the price of 

coal extracted and prepared for shi~nt f.o.b. ■ine, 

excluding that aaount charged by the seller to pay taxes 

paid on production, or a price i■puted by the departaent 

under 15-35-107. Contract sales price includes all royalties 

paid on production, no ■atter how sucb royalties are 

calculated. However, with respect to royalties paid to the 

govern■ent of the United States, the state of Montana, or a 

federally reC09nized Indian tribe, the contract sales price 

includes only: 

ta) for quarterly periods ending on and after Septe■ber 

30, 1984, 15 cents per ton plus 751 of the difference 

between 15 cents per ton and the aaount of such federal, 

state, and tribal govern■ent royalties actually paid; 

(bl for quarterly periods ending on and after Septeiaber 

30, 1985, 15 cents per ton plus SOI of the difference 

bet-n 15 cents per ton and the a■ount of such federal, 

state, and tribal govern■ent royalties actually pald1 

(c) for quarterly periods ending on and after Septe■ber 

30, 1986, 1S cents per ton plus 2S1 of the difference 

bet-en 1S cents per ton and the a.ount of such federal, 

state, and tribal govern■ent royalties actually paid; and 

-3-
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(d) for quarterly periods ending on and after Septe■ber 

30, 1987, 15 cents per ton. 

(6) "Depart-nt• -ans the depart■ent of revenue. 

(7) ".Energy conversion process• includes any process by 

vhicb coal in the solid state is transfor■ed into slurry, 

gas, electric energy, or any other for■ of energy. 

(8) "Extended depth auger -thod" -ans a -thod of 

■ining that penetrates a coal deposit and re■oves the coal 

through a series of circular openings with bored shaft§ 

averaging at least 300 feet in depth. 

t8tfil •rncre-ntal production• ■eans that quantity of 

coal produced annually by a coal ■ine operator and sold to a 

qualified purchaser that exceeds the base production level 

of the coal ■ine operator for that purchaser, but only to 

the extent the quantity of coal exceeds that purchaser'• 

base eonsu■ption level from all Montana producers. 

t9ti!.tl "Produced• means severed from the earth. 

t¼8ti!ll "Purchaser• means a person who purchases or 

contracts to purchase Montana coal directly frOlll a coal aine 

ope_rator 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. 

t¼¼ti!ll "Qualified purchaser• ■eans a purchaser whose 

purchases of Montana coal in any given year exceed hie !.h!! 

-4-
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l purchaser's base consuaption level, A purchaser of Montana· 

2 coal who enters into a coal agreeaent with another purchaser 

3 or a broker that causes a reduction in the base consuaption 

4 level of a purchaser is not a qualified purchaser. 

5 t¼i!ti!ll •·strip mining• is defined in 82-4-203 and 

6 includes "surface mining• but does n.Q!:_ incll!d~the extended 

7 depth auger ■ethod of ■ining, 

8 tt3ti!il "Taxes paid on production" includes any tax 

9 paid to the federal, state, or local 90vern■ents upon the 

10 quantity of coal produced as a function of either the volu-

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

12 the value of ■ining equip■ent, ■achinery, or buildings and 

13 lands, any tax upon a person's net incaae derived in whole 

14 or in part fro■ the sale of coal, or any license fee. 

15 ttft.l!ll "Ton" -ans 2,000 pounds. 

16 tt5till1 •underground ■ining• -ans a coal mining method 

17 utilizing shafts and tunnels and aa· further defined in 

18 82-4-203. The ter■ includes the extended depth auger ~thod 

19 of_■inin.9. • 

20 tn:W SECTION. Section 2. Bffective date. [Thia act I is 

21 effective July 1, 1993. 

-End-

-5-



SBNATB STANDIIIG COIUIITTBB REPORT 

Pagel of 2 
April 13, 1993 

MR. PRESIDENT: 
We, your committee on Taxation having had under consideration 

House Bill No. 688 (third reading copy -- blue), respectfully 
report that House Bill No. 688 be amended a_s fqllows and as so 
amended be concurred in. 

Signed: -Jl1;,., ~ ;1£-
Sen.~--~ iinAn ("'"ha1r 

That such amendments read: 

1. Title, line 4. 
Strike, "INCLUDIIIG" 
Insert: "PROVIDING THAT" 

2. Title, line 5. 
Strike: •AS" 
Insert: •1s• 
Strike: "TYPE" 
Insert: "DISTINCT METHOD" 
Strike: "UNDERGROUND" 

3. Title, line 7. 
Following: "PURPOSES;" 
Insert: "ESTABLISHING SEVERANCE TAX RATES FOR EXTENDED DEP'l'B 

AUGER MINING;" 

4. Title, line 8. 
Strike: "SECTION" 
Insert: "SECTIONS" 
Following: "15-35-102" 
Insert: "AND 15-35-103" 
Following: "DATE" 
Insert: "AND A TERMINATION DATE" 

5. Page 5, lines 18 and 19. 
Following: "82-4-203." on line l8 
Strike: the rwinder of line 18 through •mining.• on line 19 

6. Page 5. 
Following: line 19 
Insert: "Section 2. Section 15-35-103, MCA, is a111Bnded to read: 

"15-35-103. Severance tax - rates i■posed. (l) 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: 

~Amd. Coord. 
~Sec.of Senate 

Brown 
Senator carry1ng B1ll 8lll28SC.S&b 

Page 2 of 2 
April 13, 1993 

(a) After 
Heating quality 
(Btu per pound 

of coal): 

June 30, 1988, and before July 1, 1990: 

Under 7,000 
7,000 and over 

Cb) After 
Heating quality 
(Btu per pound 

of coal): 
Under 7,000 
7,000 and over 

(c) After 
Beating quality 
(Btu per pound 

of coal): 

Surface Underground 
Mining Mining 

17\ of value 3\ of value 
25\ of value 4\ of value 

June 30, 1990, and before July l, 1991: 
Surface Underground 
Mining Mining 

13\ of value 
20\ of value 

June 30, 1991: 

3\ of value 
41 of value 

Surface Underground 
Mining Mining 

Extended Depth Auger 
Mining 

Under 7,000 10\ of value 3\ of value 7.51 of value 
7.5\ of value 7,000 and over 151 of value 4\ of value 

(2) •valueN means the contract sales price. 
(3) The formula which yields the greater amount of tax in a 

particular case shall be used at each point on these schedules. 
(4) 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 11,0re 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. 

(5) A new coal production incentive tax credit may be 
claimed on certain coal as provided in 15-35-202."" 
RenWllber: subsequent section 

7. Page 5. 
Following: line 21 
Insert: "NEW SECTION. Section 4. Teraination. [This act) 

terminates June 30, 1997." 

-END--
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HOUSE BILL NO, 688 

INTRODUCED BY GRINDE, GILBERT 

A BILL FOR AN ACT ENTITLED: "AN ACT iNebBB¼N8 PROVIDING 

THAT THE EXTENDED DEPTH AUGER ME'l'HOD OF MINING COAL AS IS A 

T¥PB DISTINCT METHOD OF BNBBR8R6HNB MINING FOR PURPOSES OF 

TAXATIONJ DEFINING THE EXTENDED DEPTH AUGER METHOD OF MINING 

FOR TAXATION PURPOSESJ ESTABLISHING SEVERANCE TAX RATES FOR 

EXTENDED DEPTH AUGER MININGJ AMENDING 8B€Ti6N SECTIONS 

15-35-102 AND 15-35-103, MCAJ AND PROVIDING AN EFFECTIVE 

DATE AND A TERMINATION 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 

~,.. , .......... ,~ ... , .. 
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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 

mine operators: or 

(Bl 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, 198S, 

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

agreement, plus the arithmetic avecage volume of coal 

purchased during calendar years 1983 and 1984 from all 

Montana coal mine operators under all other agreements. 

(bl 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 

calculated in subsection (2)(a)(ii), 

volume 

(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 

-2- HB 688 

REFERENCE BILL 
AS Al£NDED 



l 

2 

J 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0688/02 

a purchaser in 1986. 

(b) If the amount calculated in subsection (J)(a)(ii) 

is less than one-third of the amount calculated in 

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

amount calculated in subsection (J)(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 t.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 September 
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30, 1986, 15 cents per ton plus 25\ of the difference 

between 15 cents per ton and the amourit 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} "Extended depth auger method" means a method of 

mining that penetrates a coal deposit and removes the coal 

through a series of circular openings with bored shafts 

averaging at least 300 feet in depth. 

tBtill "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. 

f9ti!!U_ "Produced" means severed from the earth. 

f¼8til!l "Purchaser" means a person who purchases or 

contracts to purchase Montana coal directly from a coal mine 

operator or indirectly from a broker and who utilizes that 

coal in any industrial, commercial, or energy conversion 

process. A coal broker or any other third party intermediary 
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is not a purchaser under the provisions of this chapter. 

t¼ltill.l "Qualified purchaser" means a purchaser whose 

purchases of Montana coal in any given year exceed hi~ the 

purchaser's 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. 

t¼iti!.ll_ "Strip mining" is defined in 82-4-203 and 

includes "surface mining" but does not include the extended 

depth auger method of mining. 

t¼-3:tilil •Taxes paid on production'' includes any tax 

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

quantity of coal produced as a function of either the volume 

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

the value of mining equipment, machinery, or buildings and 

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

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

t¼4t.i.!2.l "Ton• means 2,000 pounds. 

ti-571.!ll .. Underground mining•" means a coal mining method 

utilizing shafts and tunnels and as further defined in 

82-4-203. ~he-term-inclades-the-extended-depth-aaqer-method 

of-minin,!~" 

SECTION 2. SECTION 15-35-103, MCA, IS AMENDED TO READ: 

"15-35-103. Severance tax -- rates iaposed. (1) Subject 

to the provisions of 15-35-202 allowing a new coal 
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production incentive tax credit, a severance tax is imposed 

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

the following schedule: 

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

Heating quality Surface Underground 

(Btu per pound Mining Mining 

of coal): 

Under 7,000 17\ of value 3% of value 

7,000 and over 25\ of value 4% of value 

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

Heating quality Surface Underground 

(Btu per pound Mining Mining 

of coal): 

under 7,000 13\ of value 3\ of value 

7,000 and over 20% of value 4% of value 

(c) After June 30, 1991: 

Heating quality Surface Underground Extended Depth 

(Btu per pound Mining Mining Auger Minin9 

of coal): 

Under 7,000 101 of value 3% of value 7.5\ of value 

7,000 and over 151 of value 41 of value 7.5\ of value 

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

(3) The formula which yields the greater amount of tax 

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

schedules. 
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1 (4) A person is not liable for any severance tax upon 

2 50,000 tons of the coal he produces in a calendar year, 

3 e~cept that if he produces more than 50,000 tons of coal 1n 

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

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

6 (5) A new coal production incentive tax credit may be 

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

8 NEW SECTION. Section 3. Effective date. [This act J is 

9 effective July 1, 1993. 

10 NEW SECTION. SECTION 4. TERMINATION, {THIS ACT) 

11 TERMINATES JUNE 30, 1997. 

-End-
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