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I. INTRODUCTION	
In this report, we compare fiscal policy related to coal mining in six major coal-producing states: 
Colorado, Montana, New Mexico, North Dakota, Utah, and Wyoming. We review how revenue is 
generated from coal extraction and how the revenues are spent by state and local governments, and 
how much each state sets aside in permanent savings. 

Summary Findings 
• How states collect and spend coal revenue varies widely. We identify 15 sources of coal 

production revenue in the six states, including value-based and volume-based taxes and royalties 
paid to by federal, state, and local governments.  

• The combined effective tax and royalty rate on coal production varies considerably, from a low of 
less than one percent in Utah to a high of more than 11 percent in Montana.  
 
Figure 1: Effective Coal Production Tax Rate, FY 2013 – 2015 

  
Source: State revenue sources detailed in Appendix B; EIA 

• State and federal government royalties from coal generate more revenue than state and local 
production taxes combined.  

• More than half of all coal production revenue accrues to local governments through taxes 
levied directly by local governments or through state distributions and grant programs funded 
by state production revenue.  

• All states save some portion of revenue earned from leasing coal on state-owned land in a 
permanent trust fund that benefits public schools. Colorado, Montana, New Mexico, and 
Wyoming also save a portion of severance tax revenue in a permanent fund.  

 
States and communities that have natural resources have a competitive advantage. However, what state 
and local governments do with this advantage varies considerably, and some states benefit more than 
others. Two general approaches are possible: severance taxes and royalty payments that are reinvested 
into communities through long-term savings, infrastructure, and economic development activities can 
leverage resource wealth into a diversified economy, initiating a virtuous cycle of growth. Alternatively, 
if resource wealth is instead extracted and removed from mining regions or used primarily to offset other 
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sources of tax revenue, local and regional economies can become too dependent on extractive activities 
and are exposed to risks associated with volatility and long-term decline—a resource curse.  
Between 2009 and 2025, the U.S. will retire roughly one-fifth of its coal power plant fleet. These 
retirements will reduce deliveries from western coal mines by about 15 percent from 2016 levels. This 
review of coal fiscal policies among western states and local governments can contribute to an assessment 
of the exposure of western states and communities to fiscal and economic risks as the energy transition 
continues. Recent budget shortfalls in Wyoming, Montana, and New Mexico at least partially due to 
declining coal mining and power generation are cause for concern. It is our intention that this report 
assists policy makers and academics seeking to discover best practices related to coal fiscal policy and 
explore the role of fiscal policy in economic development, energy markets, and conservation. 
 
The next section offers a review of previous state comparisons and research on state coal taxation. Section 
III provides a primer on coal fiscal policy and describes the revenue collected by the coal production 
taxes and royalties included in this report. Section IV estimates and compares the combined effective tax 
and royalty rate among states. Section V compares how states distribute coal production revenue between 
state and local government spending priorities and to permanent savings.  
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II. Background	and	Literature	Review	
To date, there is no comprehensive comparison of coal fiscal policies among states covering all state 
and local government production taxes and royalties paid to state and federal governments, and 
including a review of how the proceeds from these revenue sources are saved and spent. We are also 
not aware of a comprehensive accounting of the combined effective coal production tax rate among 
western states.  

Descriptive comparisons of state coal severance taxes are readily available. Several states, including 
Montana, New Mexico, and North Dakota, compare statutory coal tax rates to neighboring states in 
annual revenue reports and other documents.1 Coal severance tax comparisons are also available from 
the National Conference of State Legislators2 and the Council of State Governments.3  

These coal severance tax comparisons are typically limited in one of several ways. First, they often 
include only state-imposed severance taxes, excluding local government taxes on coal extraction. This 
is an important oversight. In most states, local governments tax coal extraction directly, typically by 
levying property taxes on the value of coal production. Several states, including Montana and North 
Dakota, levy state taxes in lieu of local property taxation and distribute revenue directly to local 
governments where the coal is extracted. Comparing only state imposed taxes does not provide a 
complete or fair comparison among states that have different fiscal policies related to local government 
taxation.   

A second limitation of these comparisons is that they often only compare statutory rates. States offer a 
complex array of exemptions, deductions, and incentives that can lower the effective tax rate 
significantly below the statutory rate. Listing only the statutory rate does not provide a complete or fair 
comparison among states.  

Relatively few studies explore the history and purpose of coal fiscal policy among states. One review 
conducted at the University of West Virginia attempted to draw out several lessons about why state 
fiscal policies differ, including:4 

• “The more important coal is as an industry in determining the state’s gross domestic product 
(GDP), the higher the [tax] rates and the more uniform the taxes. 

• In states where coal is produced only in a limited number of locations, local control of taxation is 
more likely. 

• Variations in the types of taxes reflect the state’s philosophy of taxation as some states place 
more emphasis on certain taxes than on others.” 
 

Academic and political interest in coal revenue tends to follow periods of rapid change in energy 
markets and energy policy. The first period of activity began in the 1970s coinciding with a rapid 
increase in coal production that was driven by policy responses to the national energy crisis. During 
this period, several western states, including Montana, North Dakota, and Wyoming, increased their 
severance taxes substantially, justified by a need for adequate revenue to mitigate the negative 
environmental and social impacts related to coal mining and to build an endowment that would retain 
resource wealth in the state as the resource itself is depleted and exported.5 Research at the time tended 
to support the argument of coal-producing states that severance tax had a relatively minor impact on 
coal production volumes (e.g., coal markets) and provided significant revenue benefits to the states.6 

An energy bust in the early1980s caused fiscal stress among states that had become dependent on oil 
and coal revenues in the previous decade. These states reversed the aggressive taxation and savings 
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policies of the previous period, turning toward tax cuts and new incentives with the goal of increasing 
energy production, including coal (urged on by significant industry pressure to lower tax rates). 7  
Some states also made efforts to tap permanent savings and reduce contributions, although these 
efforts were often unsuccessful.  

More recently, the oil and gas fracking boom kindled new interest in severance taxes, but the goals of 
energy-producing states are mixed.8 Some states, like their coal-producing peers of the 1970s and 80s, 
sought to impose new severance taxes and establish permanent savings funds to ensure lasting benefits 
from an energy boom. (Higher tax revenue was also used to reduce state income and local property tax 
rates). Other states remain focused on perceived state competition and are pursuing additional tax cuts 
to attract the attention of oil and gas companies.9  

The current energy transition away from coal to natural gas and renewables, facilitated by low energy 
prices, stagnant energy demand, and new mercury regulations,10 may also kindle new interest in 
production tax policy related to coal. Declining coal production revenue11 has forced Montana, New 
Mexico, and Wyoming to cut spending and has initiated conversations about replacing coal revenue 
and diversifying economies that are over-reliant on natural resources.12  

The experience of Appalachia suggests that coal fiscal policies exacerbated the economic and social 
risks associated with coal mining.13 One assessment of the economic outcomes of the coal boom and 
bust in Appalachia found that during the boom, each new coal job created one additional job. During 
the bust, each coal job lost led to the loss of two additional jobs. One possible explanation for why the 
bust hit so hard is that severance taxes on coal mined in Appalachia were exported from the region and 
too little of the wealth generated from mining was pumped back into local institutions and economic 
diversification in mining communities.14  

This review is an important step in assessing the exposure of western states and communities to similar 
risks and identifying best practices to ensure better economic outcomes.15 
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III. REVENUE	FROM	COAL	PRODUCTION	
States take different approaches to collecting revenue from coal extraction. Differences include which 
types of taxes are levied, how the tax base is defined and valued, what tax rates are applied, and which 
level of government levies the tax. States also have different approaches to leasing and requiring 
royalty payments on coal resources held in public trust. State leasing policy tends to follow federal 
leasing and royalty rates on a state-by-state basis, but differences among states are substantial.  

Sources of Coal Production Revenue  
This report focuses on coal production revenue, including production taxes levied by state and local 
governments and royalties paid to federal and state governments for coal extracted from public leases.  

Production taxes and royalties can be value-based, volume-based, or property-based levies. (See the 
Coal Production Revenue Primer on the next page). These types of production taxes include state 
severance taxes, local property taxes, and royalties paid to the owner of the coal resource, including 
federal and state governments.  

State and local governments also levy a variety of taxes as part of the state’s general tax structure, 
including sales and use taxes, personal and corporate income taxes, property taxes on land and 
equipment, and a variety of fees and charges on activities associated with coal mining. The general tax 
structure can be important to local governments, but the role these taxes play varies from state to state. 

We focus on production revenue for several reasons. First, production taxes and federal and state 
royalties are the largest source of revenue from coal extraction and mining activities for the six states. 
For example, production taxes and royalties made up 95 percent of all revenue generated from coal 
production in Wyoming in 2012.16 Sales and use taxes and property taxes on personal property made 
up three percent of total revenue. 

Second, coal is a depletable resource. In this sense, production revenue from coal extraction is special 
and separate from the general tax structure. Production taxes and royalties are imposed to compensate 
the state for the depletion of non-renewable resources and to mitigate the growth-related and 
environmental impacts associated with coal mining.  

Appendix A provides additional detail on the coal production taxes and royalties included in this 
report, including the tax rate, tax base, and deductions and incentives offered.  
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Coal Production Revenue Primer 
In general, production revenue is any tax levied against or royalty paid for the value or volume of 
coal extracted or “severed” from the earth. State and local governments also raise revenue from the 
value of property, income, and sales associated with coal mining. This primer reviews the different 
ways in which coal revenue is generated. 

Value-	and	Volume-Based	Revenue	
Value-based coal taxes and royalties are the most commonly used methods of generating revenue 
from coal extraction. Value-based taxes are levied on and royalties are paid for the gross value of 
coal when it is first prepared for sale at the mine mouth. The way coal is valued for taxation and 
the types of deductions and exemptions granted vary by state. Several states levy taxes on the 
volume of coal extracted, imposing a fixed per-ton amount. Volume-based taxes are typically 
adjusted quarterly or annually to reflect average market prices and/or inflation. State severance 
taxes, gross receipts taxes, local government property taxes, and federal and state royalties are 
examples of value- and volume-based sources of revenue.  

Property-Based	Revenue	
Among states that levy property taxes on coal, several levy the tax on the coal reserves rather than 
on the value of coal when it is extracted. These property-based taxes typically use a discounted 
cash flow approach to value the coal resource in the ground. The discounted cash (or income) 
approach typically begins by estimating the volume of coal in the ground and the approximate time 
of extraction and then discounting the value of the estimated future production to arrive at current 
value of the coal resource. Some states also levy property taxes on the value of land and equipment 
used in coal mining.  

Bonus	Payments	
Companies pay bonuses (a premium paid to the federal or state government to win a leasing 
contract to mine in a specific area) through the competitive leasing process. Bonuses are one-time 
payments generally calculated on a price-per-ton basis.  

Income-Based	Taxes	
Income-based taxes, including corporate and personal income taxes, are paid on the net profit and 
wages of coal mining companies and their employees. Income tax rates vary widely at the state 
level, ranging from zero (in Wyoming) up to about ten percent for the highest tax brackets in 
several states. Income taxes are levied on a smaller tax base (net profit compared to gross 
production value) and coal mining companies are often organized as pass-through limited liability 
corporations to limit tax liability. 

Sales-Based	Taxes	
Sales and use taxes are levied on the value of goods and services purchased by the mining industry, 
and on spending by mining companies and their employees.   

Charges	for	Services	
Many states levy small fees and charges that fund regulatory agencies and reclamation activities 
associated with abandoned coal mines. These state-level fees are additional to federal coal 
reclamation fees imposed through the Surface Mining Control and Reclamation Act (SMCRA). 
Local governments levy a variety of charges for services.  
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Coal Production Revenue Statistics 
In this report we identify 15 coal production taxes and royalties paid on the value or volume of coal 
extracted. Production taxes are levied by state and local governments, and royalties are paid on coal 
leased by federal and state governments. 

Table 1 lists each of the production taxes and royalties paid on coal extracted from the states included 
in this report, and the value of collections in FY 2016.  

Table 1: State and Local Government Coal Production Revenue, FY 2016 

 
Source: State sources detailed in Appendix B. 
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In FY 2016, states collected $1.17 billion in production revenue at the state and local government level 
from coal production taxes and royalties (including federal royalties and bonus payments distributed to 
states). Wyoming collected the lion’s share of these coal production revenues ($948 million).  

Federal and state mineral leasing generated more revenue than all production taxes combined ($592 
million in FY 2016). Federal coal royalties and bonus payments made up the largest share of revenue, 
$506 million, compared to state mineral leasing revenue of $86 million in FY 2016.17  

Figure 2 shows that FY 2016 collections are down from a high of $1,514 million in FY 2009 primarily 
due to falling coal prices and coal production during the same period.  
 
Figure 2: State and Local Government Coal Production Tax Revenue by State, FY 2008 - 2016 

  
Source: State sources detailed in Appendix B. 

Deductions, Exemptions, and Incentives 
States offer a variety of cost deductions, exempt certain types of coal production from taxation, and 
offer incentives—typically in the form of lower tax and royalty rates—to encourage additional coal 
extraction. We assign the variety of deductions, exemptions, and incentives into three categories to 
better understand the approaches of each state and to provide some context for why the effective tax 
rate (defined and calculated in the next section) can fall below the tax rate set by statute or 
administrative rule.  

Standard	Deductions	and	Exemptions	
In general, royalties and production taxes are levied and paid on the gross value or volume of coal 
extracted. Gross value is most commonly measured at the mine when coal is first loaded and prepared 
for shipment and sale—the federal standard for example is that coal must be placed in “marketable 
condition” by the mining company, and coal mining costs, coal preparation costs, and marketing costs 
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are not deductible from the price received during the first sale of coal.  

Standard deductions and exemptions include: 

• Transportation costs and processing costs when the coal must be moved to a point remote from 
the mine before it can be sold, and when a contract requires that coal must be washed or 
processed beyond what normally is required for sale. These deductions are for costs the mining 
company must incur that are considered to exceed what would otherwise be considered 
“marketable condition” at the mine-mouth.  

• Royalties paid to governmental owners, including federal, state, local, or tribal governments. A 
royalty is effectively the owner’s share of the value of the coal produced. States typically don’t 
require coal mining companies to pay taxes on the owner’s value, but these costs are not always 
deductible.  

• Standard cost deductions and production exemptions are a fixed amount of revenue or production 
that is not subject to taxation. States may offer a standard deduction to provide an equitable and 
efficient way to account for certain costs that would otherwise be deductible and difficult to 
quantify, report, and audit. Some standard deductions may be offered to lower the effective tax 
rate.  

Resource	Quality	&	Cost	Incentives	
The most common type of incentive offered by states includes lower tax rates or tax exemptions for 
certain types of coal that are more expensive to extract or are relatively poor in quality (e.g., lower heat 
content). States offer these incentives to induce the maximum volume of production of these lower-
value or higher-cost coal resources.  

• Underground coal, or coal extracted from underground mines as opposed to surface strip-mines, 
typically pays lower tax and royalty rates.  

• Higher-cost and lower-quality coal receives additional incentives in several states. For example, 
Montana lowers severance tax rates for coal with lower heat content.  

Production	Incentives	
States have, from time to time, lowered tax rates or offered other forms of incentive with the goal of 
increasing coal extraction. For example: 

• Beginning in 1985 with the "New Coal Production Incentive Act of 1985" Montana cut severance 
taxes by more than half by 1989 to encourage additional coal production.18 Montana later reduced 
the gross proceeds tax rate for new underground coal mines in the 2011 session specifically to 
encourage the development of the Bull Mountain coal mine in Montana (SB 266, 2011 Montana 
Legislature). 

• New Mexico exempted new coal production from the severance surtax beginning in 1991. Since 
2011, an increasing share of coal mined in New Mexico is extracted from new or renegotiated 
leases and is exempt from the severance surtax. In FY 2016, no coal production paid the surtax. 

 

Quantifying the value of these deductions, exemptions, and incentives is beyond the scope of this 
report. A more efficient method is to compare the combined effective tax rate that captures all the 
complexities of each state’s fiscal policies in a simple, comparable metric. We calculate the effective 
tax rate in the next section.   
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IV. EFFECTIVE	TAX	RATES	
The effective rate is the best metric to use when comparing states’ fiscal policies related to coal. The 
effective tax rate accounts for the different types of taxes and a complex array of incentives, 
exemptions, credits, and deductions among states.  

The effective rate is calculated by dividing total coal extraction tax revenue by the total value of coal 
production.19  

Figure 3 shows the average effective tax rate for each state during a three-year period, FY 2013 to FY 
2015.  

 
Figure 3: Average Effective Coal Production Tax Rate FY 2013 - 2015 

 
Source: U.S. Mine Safety and Health Administration, U.S. Energy Information Administration, and state sources 
detailed in Appendix B. 
 
 
Table 2 shows the relevant data used to calculate the average effective tax rate. A three-year average 
is used to smooth annual volatility in effective tax rates. FY 2015 is the latest year for which production 
volume and average coal price data are available to calculate the total value of coal production in each 
state.20  
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Table 2: Average Effective Coal Production Tax Rate FY 2013 - 2015 

 
Source: U.S. Mine Safety and Health Administration, U.S. Energy Information Administration, and state sources 
detailed in Appendix B. 
 
Table 2 shows that the average effective tax rates of all production taxes levied in each state vary 
considerably, from a low of less than one percent of gross production value of coal in Utah to a high of 
11.1 percent in Montana. Wyoming also maintains a relatively high effective tax rate at 9.5 percent, 
followed by New Mexico at seven percent. Utah, Colorado, and North Dakota each maintain relatively 
low effective tax rates at about two percent or less of the gross value of coal production.   
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V. DISTRIBUTION	OF	COAL	TAX	REVENUE	
In this section, we track how coal production revenue is distributed among state and local 
governments, and permanent savings.  

Table 3 and Figure 4 show the general distribution among state government, local government, and 
permanent savings. They also show each state’s allocation of coal revenue between state government, 
local government, and to permanent savings. Two Energy Revenue Distribution Primers on the 
following pages provide an overview of how local government and state government spend these 
dollars in more detail.  

Figure 4 shows that local governments retained the largest share of production tax and royalty revenue 
(48%) in FY 2016. States retain the next largest share of production tax revenue (36%) and the 
smallest proportion is set aside in permanent funds (16%).  

Table 3 shows that states make a variety of choices about how to distribute revenue, for example:  

• Utah does not have a state severance tax and the majority (87%) of revenue is distributed among 
local governments.  

• Montana and North Dakota save the largest portion of coal revenue in permanent funds at 28 
percent and 26 percent, respectively.  

• New Mexico is the only state where most revenue (57%) is retained and spent by the state on an 
annual basis.  
 

Table 3: Coal Revenue Distributions to State Government, Local Government, and 
Permanent Savings  

 
Source: State sources detailed in Appendix B. 
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Figure 4: Coal Production Tax Revenue Distributions to State Government, Local Government, 
and Permanent Savings 

 
Source: State sources detailed in Appendix B. 
 
The following sections provide additional detail on distributions to local governments, state government, 
and permanent savings.  

Local Government Distribution  
Local governments receive revenue from coal in several ways: local governments tax coal production 
directly; local governments receive direct distributions from state taxes levied in lieu of local property 
taxes on coal; and states earmark a portion of coal revenue for dedicated grant and loan programs that 
benefit local governments.  

In total, direct taxation is responsible for 42 percent of all local government revenue from coal 
production, direct distributions from state severance taxes and royalties are responsible for 44 percent, 
and grant and loan programs are responsible for 13 percent of all local government revenue from coal 
production.  

Montana and North Dakota levy production taxes in lieu of local taxation of coal production and make 
direct distributions from a portion of state severance taxes. Colorado, New Mexico, Utah, and Wyoming 
all allow local governments to tax coal production directly. In New Mexico, property taxes and local 
option gross receipts taxes account for two-thirds of all coal revenue retained by local governments. In 
Wyoming, about half of local government revenue is raised by local property taxes. (See Figure 5 on the 
next page.) 
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State infrastructure, economic development, and impact-related grant and loan programs include 
Colorado’s impact grants distributed by the Department of Local Affairs, and Utah and Wyoming’s 
distribution of federal royalty and bonus revenue to local governments through grants for transportation 
infrastructure and school capital construction. In most states, including Montana and Utah for example, 
grants and loan programs are not earmarked for coal-dependent communities, but are available to all local 
governments across the state. 

Figure 5: Coal Production Revenue Distributions to Local Governments, FY 2016 

 

 

Local governments are often limited in important ways from raising and retaining revenue from 
resource extraction. Constitutional and statutory taxation and expenditure limitations (TELs) on local 
governments, most notably Colorado’s Taxpayer Bill of Rights (TABOR), can prevent local 
governments from raising revenue during resource booms. Other policies specifically require that coal 
revenue be used to lower other sources of tax revenue. For example, Montana and North Dakota 
require local school districts to use coal production revenue first to offset local property taxes and state 
aid to schools, respectively. Local governments also are typically restricted from saving coal revenue 
in permanent funds. These policies potentially expose mining communities to greater risks associated 
with revenue volatility over time.  

State Government Distribution 
State governments spend more than a third of total coal production revenue annually to support general 
governmental operations or earmark these funds for specific purposes including education, 
infrastructure, and natural resource management and regulation.  

As Figure 6 shows, the largest share of state revenue (34% in FY 2016) goes to the state General Fund, 
a catch-all fund that can be used for any governmental purpose. Coal production revenue, in this sense, 
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is effectively used as another source of general tax revenue, making it easier for states to increase total 
spending or to lower other sources of taxation. For example, Wyoming distributed 60 percent of the 
state’s share of coal production revenue to its General Fund and a Rainy Day Fund, a budget 
stabilization fund that can be appropriated to fill revenue shortfalls during downturns.  

Of revenue earmarked to specific purposes, education receives the largest share (23%) followed by 
infrastructure spending (13%) and natural resource management and regulation (2%). State education 
spending includes distributions and/or grants to universities, community colleges, or public school 
infrastructure and capital funds. Infrastructure spending includes coal production revenue distributed 
annually to infrastructure projects or coal production revenue used to finance infrastructure bonds. For 
example, New Mexico uses severance taxes to finance highway and public infrastructure bonds. 
Natural resources spending includes funding for regulatory agencies, including departments of natural 
resources. For example, Colorado’s State Land Board is funded entirely from revenue earned by 
managing trust lands. In some states, coal revenue is used for parks, environmental cleanup, or water 
development projects. 

Figure 6: Distributions of Coal Revenue to State Governments, FY 2016 

 

 

 

Permanent Savings Distribution 
Coal is a depletable resource. States reliant on coal production revenue (and other natural resources 
revenue) each set aside a portion of annual revenue in permanent savings to moderate annual volatility 
and to ensure that the one-time extraction of resource wealth benefits future generations. Permanent 
savings are defined as a government fund where the principal balance is held in perpetuity and invested 
to generate income. To be considered a permanent fund, some constitutional or statutory restrictions 
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against appropriations (or withdrawals) from the principal must be in place. This definition excludes 
rainy day funds and budget stabilization funds that set aside surplus money in good years that may be 
appropriated later to cover budget shortfalls.    

The most common form of permanent savings are state land permanent trusts that primarily benefit 
public schools. Beginning in 1803 with Ohio’s statehood, the federal government transferred to new 
states a portion of the public domain not yet claimed by homesteaders or granted to railroads. The 
lands were meant to be used to generate revenue for local schools and other purposes. Initially, states 
often sold lands to generate revenue and spent the proceeds of sales as they came in. The 
unsustainability of this practice soon led states to retain state lands in trust and to establish permanent 
trust funds that would receive the proceeds of land management activities on the trust lands and hold 
these revenues in perpetuity. Coal leasing and extraction can be an important part of the income earned 
from state trust lands. The principal balance of the trust is held in perpetuity and income earned by 
investing the principal balance is distributed to local school districts and other beneficiaries. Every 
state covered in this report has a trust land permanent fund, and 42 percent of all revenue distributed to 
permanent savings are deposited in these types of funds. (See Figure 7 on next page.) 

Colorado, Montana, New Mexico, and Wyoming also save a portion of severance tax revenue in a 
permanent fund, including permanent revolving loan/bonding funds. In general, interest earned from 
severance tax permanent funds are deposited in the state’s General Fund and help stabilize annual 
governmental budgets. Some states, notably Montana, earmarked a portion of investment income for 
economic development, infrastructure, or other specific purposes.  

Colorado and North Dakota have established additional permanent funds that use the principal balance 
to finance infrastructure projects within the states. These revolving loan/bonding funds provide 
dedicated and permanent funding to make loans to local governments and state agencies or to finance 
bonds sold to raise revenue for infrastructure projects. 

Wyoming saves the largest amount of revenue in absolute terms, setting aside $134 million in state 
severance tax revenue and state trust land royalty revenue in FY 2016. Montana and North Dakota save 
the largest share of all coal revenue (28% and 26%, respectively).  

The largest share of permanent savings revenue was invested in severance tax permanent funds (53% 
of coal revenue saved) followed by investments in state trust land public school funds (42%) and 
revenue allocated to revolving loan/bonding permanent funds (5%).  
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Figure 7: Distribution of Coal Revenue to Permanent Savings, FY 2016
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VI. Conclusion	
States and communities with coal resources have a competitive advantage, but how states deal with 
this advantage varies considerably. Given the economic challenges associated with coal mining, 
including volatility, community and environmental impacts, and policy uncertainty, smart state fiscal 
policy has these elements: 

• Tax coal resources directly and avoid incentives and deductions that reduce the effective 
tax rate. 

• Minimize spending of coal revenue on annual operating budgets and using coal revenue 
to lower other sources of tax revenue that increase dependence on continued annual 
production. 

• Invest coal revenue in long-term infrastructure, economic development, and 
environmental reclamation priorities and in permanent savings funds that stabilize 
revenue and contribute to economic diversification. 

• Remove limits on local government taxation, spending, and saving authority specifically 
related to coal production revenue to allow local governments to avoid over-reliance on 
annual coal revenue.    

 
Smart fiscal policy will increase in importance as the energy transition continues to reduce demand for 
coal from western states. Fiscal policies should be designed to stabilize and diversify budgets and 
economies in coal producing states and communities to help insure long-term prosperity. 
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APPENDIX	A:	PRODUCTION	REVENUE	DETAIL	BY	STATE	
This appendix accompanies the report “Coal Extraction Revenue and Spending: A Comparison Among Western States.” In the report, 
we compare fiscal policy related to coal mining in six major coal-producing states: Colorado, Montana, New Mexico, North Dakota, 
Utah, and Wyoming. We review how revenue is generated from coal extraction and how the revenues are spent by state and local 
governments, and how much is set aside in permanent savings. 

Appendix A provides additional detail on the coal production taxes and royalties included in this report, including the tax rate, tax 
base, and deductions and incentives offered. 

Table A-1 details the production taxes levied by and royalties paid to federal, state and local governments in six western states covered 
in this report.  

• The “Tax/Royalty Name” column includes all production taxes and royalties paid in each state covered by this report.   
• The “Level of Government” column indicates which level of government (federal, state, or local) levies the tax or to whom the 

royalty is paid.  
• The “Valuation Method” column indicates the way the resource is valued for taxation, including value-based, volume-based, 

and property-based taxes and royalties, and bonus payments (see the Coal Tax Primer on page six).   
• The “Tax/Royalty Rate” column reports the tax rate established by statute or administrative rules.  
• The “Deductions and Exemptions” column details deductions and exemptions from each tax or royalty, including certain cost 

deductions, production exemptions, or differential rates for surface and underground coal. Most states allow tax deductions for 
royalties paid to government or tribal owners and for certain costs including transportation and processing costs (but not 
always).  

• The “Resource Quality & Cost Incentives” column details any incentives offered—typically lower tax and royalty rates—to 
encourage the adoption of certain technologies that increase recovery of coal, or to encourage extraction of low-quality coal or 
coal that is otherwise relatively costly to extract.  

• The “Production Incentives” column details any incentive—typically lower rates and production exemptions—that is intended 
to increase production of coal.  

Table A-2 details the revenue collected from each tax levied and royalty paid on coal extraction in the states covered in this report.  



 
 

APPENDIX	 22	

Colorado	
Table A-1: Colorado Production Taxes and Royalty Payments, 2016   

 

Notes	
• Current inflation-adjusted coal severance tax rates are published by the Colorado Department of Revenue. 
• The taxable value of producing coal mines for property tax purposes is based on an income formula that includes the volume 

of coal extracted, the price of coal extracted, and other factors including the royalty rate based on the mining method. Prices 
are index prices published in the Colorado Real Property Valuation Manual. 
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Table A-2: Colorado Sources of Production Revenue, FY 2008 - 2016 

 

Notes	
• The Department of Revenue stopped reporting coal severance tax revenue statistics in 2009 based on confidentiality 

requirements. Coal severance tax revenue for more recent years is estimated from the coal portion of direct distributions 
reported by the Colorado Department of Local Affairs. 

• The severance tax is due annually, but companies make withholding payments or estimated payments monthly. At the end of 
the year, actual liability is reconciled with withholding or estimate payments, and companies either pay more (cash) or get a 
refund. 

• Federal mineral leasing (FML) revenue statistics are reported by commodity and revenue type (bonus, royalty, rental, and other 
revenue) by the U.S. Extractive Industries Transparency Initiative for the federal fiscal year (October 1 to September 31). The 
state distribution amount is estimated by multiplying the total FML coal revenue value by 49 percent.  

 

Data	Sources	
Colorado Department of Local Affairs, Property Tax Division. Annual Report: Section VI, Taxable Real and Personal Property 
Assessed by the Counties. Denver, CO: Colorado Department of Local Affairs, 2016. https://www.colorado.gov/pacific/dola/annual-
reports. 

Colorado Department of Revenue. Annual Report. Denver, CO: Colorado Department of Revenue, 2016. 
https://www.colorado.gov/pacific/revenue/annual-report. 



 
 

APPENDIX	 24	

Colorado Department of Local Affairs. Direct Distribution: Severance Tax & Federal Mineral Lease. Denver, CO: Colorado 
Department of Local Affairs, 2016. https://www.colorado.gov/pacific/dola/direct-distribution-severance-tax-federal-mineral-lease. 

Colorado State Board of Land Commissioners. Income and Inventory Report. Denver, CO: Colorado State Board of Land 
Commissioners, 2016. https://www.colorado.gov/pacific/statelandboard/reports-2. 

U.S. Extractive Industries Transparency Initiative. Federal Revenue by Location Dataset, FY 2006 to FY 2016. Washington, D.C.: 
U.S. Extractive Industries Transparency Initiative, 2016. https://useiti.doi.gov/downloads/federal-revenue-by-location/. 

Colorado Department of Revenue. Severance Tax Coal Tax Rate Charts. Denver, CO: Colorado Department of Revenue, 2016. 
https://www.colorado.gov/pacific/tax/severance-tax-legal-research. 

Colorado Department of Local Affairs. Division of Property Taxation. Real Property Valuation Manual. Denver, CO: Colorado 
Department of Local Affairs, 2016. https://www.colorado.gov/pacific/dola/assessors-reference-library-manuals. 
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Montana	
Table A-1: Montana Production Taxes and Royalty Payments, 2016  
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Notes	
• Taxable value for the coal severance and gross proceeds taxes is the price received by the lessee at the mine through an arm’s 

length sale to the final purchaser (e.g., a power plant).  "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 (Montana 
Code Annotated. Title 15, Chapter 35 Severance Taxation. 15(8)  http://leg.mt.gov/bills/mca/15/35/15-35-102.htm). 

 

Table A-2: Montana Sources of Production Revenue, FY 2008 - 2016 

 

Notes	
• The reduced gross proceeds rate for new underground coal mines was introduced by the Montana Legislature in the 2011 

session specifically to encourage new coal mining in Montana (SB 266, 2011 Montana Legislature). 
• On or before March 31 of every year, each person or firm engaged in mining coal must file a statement of gross yield for every 

mine operated in the preceding year. The producer must pay 50 percent of the gross receipts taxes due on or before November 
30; the remaining 50 percent is due on or before May 31 of the following year. 

• The Resource Indemnity Tax was created to indemnify the citizens of Montana for the loss of long-term value resulting from 
the depletion of natural resource bases, and for environmental damage caused by mineral development. 

• Federal mineral leasing (FML) revenue statistics are reported by commodity and revenue type (bonus, royalty, rental, and other 
revenue) by the U.S. Extractive Industries Transparency Initiative for the federal fiscal year (October 1 to September 31). The 
state distribution amount is estimated by multiplying the total FML coal revenue value by 49 percent. 
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Data	Sources	
Montana Department of Revenue. Biennial Reports, Natural Resource Taxes. Helena, MT: Montana Department of Revenue, 2016. 
https://revenue.mt.gov/home/publications/biennial_reports. 

Montana Department of Natural Resources, Trust Land Management Division. Annual Reports. Helena, MT: Montana Department of 
Natural Resources, 2016. http://dnrc.mt.gov/divisions/trust/docs/annual-report. 

U.S. Extractive Industries Transparency Initiative. Federal Revenue by Location Dataset, FY 2006 to FY 2016. Washington, D.C.: 
U.S. Extractive Industries Transparency Initiative, 2016. https://useiti.doi.gov/downloads/federal-revenue-by-location/. 
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New	Mexico	
Table A-1: New Mexico Production Taxes and Royalty Payments, 2016  
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Table A-1 Cont.: New Mexico Production Taxes and Royalty Payments, 2016 

 
 

Notes	
• Current inflation-adjusted coal severance tax rates are published by the New Mexico Taxation and Revenue Department. 
• The state gross receipts tax rate is 5.125 percent. Counties and, if applicable, municipalities where the businesses are located 

may add an additional levy of up to 3.5 percent. The two coal-producing counties, McKinley and San Juan, levy combined 
rates of 6.75 percent and 6.56 percent, respectively.   
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Table A-2: New Mexico Sources of Production Revenue, FY 2008 - 2016 

 

Notes	
• Since 2011, an increasing share of coal mined in New Mexico is extracted from new or renegotiated leases and is exempt from 

the severance surtax. In FY 2016, no coal production paid the surtax. 

Data	Sources	
New Mexico Department of Taxation and Revenue. Economic and Statistical Information, Oil Natural Gas and Hard Mineral 
Extraction Taxes, Hard Mineral Distributions FY 2005-FY 2016. Santa Fe, NM: New Mexico Department of Taxation and Revenue, 
2016. http://www.tax.newmexico.gov/forms-publications.aspx. 

New Mexico Department of Finance and Administration, Board of Finance. State of New Mexico Severance Tax Bonds Report, Table 
20: Coal Production, Prices, Revenues, and Taxes. Santa Fe, NM: New Mexico Department of Finance and Administration, 2016. 
http://nmdfa.state.nm.us/uploads/files/Board%20of%20Finance/Official%20Statements%20and%20Bond%20Ratings/STB/State%20o
f%20New%20Mexico%20Severance%20Tax%20Bonds%2C%20Series%202017A%20OS.PDF. 

New Mexico State Land Office. Annual Reports. Santa Fe, NM: New Mexico State Land Office, 2015-2016. 
www.nmstatelands.org/Reports.aspx#5 Year. 
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New Mexico Taxation and Revenue Department. Report of Severance Tax – Coal Tax Rate. July 2016. Santa Fe, NM: New Mexico 
Taxation and Revenue Department, 2016. http://www.tax.newmexico.gov/all-nm-
taxes.aspx?9674a2e28c1442ce8b25e81c6d015418blogPostId=52b66cc7696d4f6ca07f427c9d8cedcd. 

New Mexico Department of Taxation and Revenue. Current Year Gross Receipts Tax Rate Schedule. Santa Fe, NM: New Mexico 
Department of Taxation and Revenue, 2016. http://www.tax.newmexico.gov/gross-receipts-tax-historic-rates.aspx. 
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North	Dakota	
Table A-1: North Dakota Production Taxes and Royalty Payments, 2016 

 

Notes	
• Counties have a local-option to lower the local government share of the severance tax for coal exported from the state, but no 

counties currently utilize this incentive.  
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Table A-2: North Dakota Sources of Production Revenue, FY 2008 - 2016 

  

 

Data	Sources	
North Dakota Office of the Tax Commissioner. State and Local Taxes: An Overview and Comparative Guide (a.k.a. The Red Book). 
Bismarck, ND: North Dakota Office of the Tax Commissioner, 2016. https://www.nd.gov/tax/genpubs/2014-
redbook.pdf?20150409184350. 

North Dakota Department of Trust Lands. Biennial Report. Bismarck, ND: North Dakota Department of Trust Lands, 2016. 
https://land.nd.gov/Home/. 
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Utah	
Table A-1: Utah Production Taxes and Royalty Payments, 2016 

 

Notes	
• Property tax valuation is based on a discounted cash flow approach. Expenses are deducted from the income, including 

salaries, severance taxes, sales/use taxes, and state and federal royalty payments. Utah State Tax Commission. 2015 Annual 
Property Tax Return for Mining Properties. Instructions for Coal Properties. Salt Lake City, UT: Utah State Tax Commission, 
2015. http://propertytax.utah.gov/library/pdf/ca_pdfs/nat_res_pdfs/coalinstructions.pdf.  
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Table A-2: Utah Sources of Production Revenue, FY 2008 – 2016 

  

  

Data	Sources	
State of Utah Property Tax Division. Annual Statistical Reports. Table 2: Property Taxes Charged Against Each Class of Property. 
Salt Lake City, UT: State of Utah Property Tax Division, 2016. http://propertytax.utah.gov/general/annual-report. 

Utah Trust Lands Administration. Annual Report. Salt Lake City, UT: State of Utah School and Institutional Trust Lands 
Administration, 2016. https://trustlands.utah.gov/resources/public-document-search/. 
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Wyoming	
Table A-1: Wyoming Production Taxes and Royalty Payments, 2016 
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Table A-2: Wyoming Sources of Production Revenue, FY 2008 – 2016 

   

 

Data	Sources	
State of Wyoming Department of Administration and Information, Economic Analysis Division, Consensus Revenue Estimating 
Group (CREG). January 2016 CREG Forecast for FY2016-FY2020. Table 6. Mineral Severance Taxes to All Accounts. Cheyenne, 
WY: State of Wyoming Department of Administration and Information, 2016. http://eadiv.state.wy.us/creg/. 

Wyoming Department of Revenue, Property Tax Division. Annual Reports. Cheyenne, WY: Wyoming Department of Revenue, 2016. 
https://sites.google.com/a/wyo.gov/wy-dor/dor-annual-reports. 

Wyoming State Board of Land Commissioners. Summary of State Trust Land Revenue. Cheyenne, WY: Wyoming Office of State 
Lands and Investments, 2016. http://slf-web.state.wy.us/osli/boardmatters/2017/0817/B-4.pdf. 

State of Wyoming Department of Administration and Information, Economic Analysis Division, Consensus Revenue Estimating 
Group (CREG). January 2016 CREG Forecast for FY2016-FY2020. Table 7(a) Federal Mineral Royalties (without Coal Lease 
Bonuses). Cheyenne, WY: Wyoming Department of Administration and Information, 2016. http://eadiv.state.wy.us/creg/. 
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APPENDIX	B:	DISTRIBUTION	OF	COAL	PRODUCTION	REVENUE	
This appendix accompanies the report “Coal Extraction Revenue and Spending: A Comparison Among Western States.” In the report, 
we compare fiscal policy related to coal mining in six major coal-producing states: Colorado, Montana, New Mexico, North Dakota, 
Utah, and Wyoming. We review how revenue is generated from coal extraction and how the revenues are spent by state and local 
governments, and how much is set aside in permanent savings. 

Table B-1 describes how coal production tax revenue is distributed to state governments, local governments, and permanent savings in 
six western states covered in this report.   

• The “Tax Name” column in Table 1 includes all production taxes levied in each state covered by this report, including state-
levied severance taxes, local property taxes levied on the coal resource, and miscellaneous fees and levies on the coal resource 
that often support a regulatory agency or a specific remediation program.   

• The “Distribution Type” column identifies the recipient of the distribution.  
o “State Government” describes the share of total revenue received and retained at the state level. All coal production tax 

revenue that is allocated to annual spending on state priorities is included. It excludes revenue generated by state 
production taxes that is deposited into permanent savings or is distributed to local governments through direct revenue 
sharing, grants, and loans.  

o “Local Government” describes all coal production tax revenue received by local governments through direct local 
taxation, direct distributions from state-levied coal production taxes, or from grant and loan programs funded 
specifically from coal production tax revenue. It excludes distributions from coal tax permanent funds earmarked for 
local government. 

o “Permanent Savings” describes the share of all state coal production taxes collected annually that is deposited into a 
permanent savings fund. It excludes revenue set aside in rainy day funds that are not constitutional or statutory 
permanent funds that carry restrictions on spending the principal balance of the fund.  

• The “Distribution” Column provides additional detail, including the specific fund or spending priority to which coal 
production revenue is allocated.   
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Colorado 
Table B-1: Colorado Distribution of Coal Production Revenue, FY 2010-2016 

	

Severance	Tax	
State Government Distribution 

Half of severance taxes are distributed to the Department of Natural Resources (DNR) Severance Tax Trust Fund. Half of DNR funds 
(25% of total severance taxes) go to operational spending for programs related to mineral extraction, clean energy development, low-
income energy assistance, and species conservation. 
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Figure B-1: Colorado Severance Tax Distribution Flow Charti

 
Local Government Distribution 

Half of the severance tax is distributed to the local government severance tax trust fund. The fund is not a true trust fund, but the 
balance is distributed annually via the Department of Local Affairs (DOLA) to local governments. DOLA’s distribution programs are 
notable both for the share of revenue Colorado distributes to local governments (local governments in Colorado retain the highest 
share of production revenues among peer oil- and natural gas-producing states) and for the way distributions attempt to address 
impacts on rural counties from industrial activity and related population growth in nearby cities. Thirty percent of the DOLA share 
(15% of total) is distributed directly to local governments based on a formula that includes county of origin (where extraction occurs) 
and where oil and natural gas employees live.  Seventy percent of the DOLA share is distributed to local governments via impact 
grants.  

Permanent Savings Distribution 

Half of severance taxes are distributed to the Department of Natural Resources Severance Tax Trust Fund. Half of DNR funds (25% 
of total severance taxes) are invested into a Perpetual Base Fund used to finance loans for state water projects administered by the 
Colorado Water Conservation Board that construct or improve flood control, water supply, hydroelectric energy, and recreational 
facilities, excluding domestic water treatment and distribution systems.ii 

Property	Tax	
Local Government Distribution 

Local governments levy property taxes directly on the assessed value of the coal resource within the taxing jurisdiction.  
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State	Mineral	Leasing	
State Government Distribution 

Three percent of the annual revenue earned from the management of state trust lands, including coal leasing and extraction revenue, 
helps pay for the State Land Board's annual operating expenses. The Board is entirely funded from revenue generated through the 
management of state trust lands. 

Local Government Distribution 

Since 2008, 50 percent of revenue earned from the management of state trust lands (including coal revenue) goes to school capital 
construction—the Building Excellent Schools Today (BEST) program. It is appropriated annually. 

Permanent Savings Distribution 

The remainder of the annual revenue earned from the management of state trust lands (47%) is deposited into the Public School 
Permanent Fund.   

Federal	Mineral	Leasing	Royalty	
Local Government Distribution 

The federal government shares roughly half (49%) of bonus payments, royalties, rental fees, and other revenues paid to the federal 
government for coal extracted in Colorado on federal leases. The state has broad discretion about how to spend, save, and share these 
revenues.  
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Figure B-2: Colorado Distribution of Federal Mineral Lease Revenue, FY 2015 

 

Half of the state’s share of federal mineral revenue is allocated to local schools: 1.7 percent is distributed directly to local school 
districts and 48 percent is directed to the State Public School Fund, capped at $4.1 million and $76 million, respectively.iii Any 
spillover amounts are distributed to the Higher Education Revenue Fund.  

Forty percent of federal mineral revenue is deposited into the Energy and Mineral Impact Assistance Fund to be distributed by the 
Colorado Department of Local Affairs (DOLA) to counties, cities, and school districts using both direct distributions and impact 
grants to affected communities. Direct distributions are made using a variety of impact metrics, including employment in mining and 
measures of mineral activity.iv 

The purpose of the Energy and Mineral Impact Assistance program is to assist political subdivisions that are socially and/or 
economically impacted by the development, processing, or energy conversion of minerals and mineral fuels. The department is 
assisted by a 12-member Energy and Mineral Impact Assistance Advisory Committee that meets several times each year to consider 
applications for grants and low-interest loans. Entities eligible to receive grants and loans include municipalities, counties, school 
districts, special districts, and other political subdivisions and state agencies. The kinds of projects that are funded include (but are not 
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limited to) water and sewer improvements, road improvements, construction/improvements to recreation centers, senior centers and 
other public facilities, fire protection, buildings and equipment, and local government planning.v 

Permanent Savings Distribution 

Ten percent of federal mineral revenue is allocated to the Colorado State Water Conservation Board which deposits the funds in a 
perpetual base account used for loans for state water projects (10 percent of the total capped at $17.7 million in FY 2015).vi Any 
spillover amounts are allocated to a permanent fund for higher education.  

Revenue from federal mineral bonus payments from coal lease sales are shared between two permanent funds for local governments 
and higher education.vii These local government and higher education permanent funds have been raided in recent years. In 2009, for 
example, two bills transferred a total of $50.7 million to the state’s General Fund.viii  

  



 
 

APPENDIX	 44	

Montana 
Table B-1: Montana Distribution of Coal Production Revenue, FY 2010-2016
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Severance	Tax	
State Government Distribution 

Half of the severance tax is allocated by the state to a wide variety of purposes. Most (about 45% of total severance tax revenue) goes 
to state programs including long-range building, parks, libraries, coal research and promotion, and the state General Fund.ix 

Local Government Distribution 

A small portion of the severance tax (about five percent) is allocated to the Local Impacts Account and the Natural Resources Account 
to make grants to local governments for economic development and to mitigate impacts related to mining activities, respectively. 

Permanent Savings Distribution 

Half of Montana's coal severance tax is deposited into the Coal Tax Trust Fund, a permanent fund intended to provide long-term fiscal 
benefits from the depletion of the state's coal resources. Currently five sub-trusts make up the coal trust fund: Coal Tax Bond Fund, 
Treasure State Endowment Fund, Treasure State Endowment Regional Water Fund, Big Sky Economic Development Fund, and the 
Coal Severance Tax Permanent Fund. An amount sufficient to meet interest payments on outstanding Severance Tax Bonds is retained 
in the Coal Tax Bond Fund. The remainder is allocated to the Treasure State Endowment Trust Fund (50%), Treasure State 
Endowment Regional Water Trust Fund (25%) and Big Sky Economic Development Trust Fund (25%). Any remaining trust fund 
severance tax revenue is distributed to the Coal Severance Tax Permanent Fund. 

Gross	Proceeds	Tax	
State Government Distribution 

About half of the Gross Proceeds Tax revenue is retained by the state and deposited into the General Fund. 

Local Government Distribution 

The coal Gross Proceeds Tax is levied in lieu of local property taxes. About half of total revenue is distributed directly to counties 
where extraction takes place. Revenue is further distributed to the appropriate taxing jurisdictions within the counties based on the 
proportional number of mills levied in fiscal year 1990.x  

Tax Expenditure 

The Montana Department of Revenue reports the reduced gross proceeds rate for new underground coal mines as a tax expenditure in 
its annual report.xi The state reports revenue losses from a special exclusion, exemption, or deduction from gross income or which 
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provide a special credit, a preferential rate of tax, or a deferral of tax liability as a tax expenditure. The reduced gross proceeds rate for 
new underground coal mines was introduced by the Montana Legislature in the 2011 session specifically to encourage new coal 
mining in Montana.xii  

Resource	Indemnity	Tax	(RIT)	
State Government Distribution 

Revenue (which includes revenue from coal leasing and extraction)xiii is distributed to several state funds and accounts: $366,000 to 
the Department of Environmental Quality (DEQ) groundwater assessment account and $150,000 to the DEQ water storage state 
special revenue account each biennium. Of the remaining revenue, 25% is distributed to the hazardous waste/CERCLA special 
revenue account and another 25% is directed to the environmental quality protection fund; remaining revenue is distributed to the 
natural resources projects fund.  

Permanent Savings Distribution 

The RIT was initially directed to the Resource Indemnity Trust, a constitutionally created permanent fund. The Trust was limited to 
$100 million. In 2002, the Trust reached the $100 million threshold, and the RIT tax was redirected to other annual spending 
purposes.xiv 

State	Mineral	Leasing	
State Government Distribution 

Montana distributes a large share of revenue from state trust lands (which includes revenue from coal leasing and extraction) on an 
annual basis. In general, revenue earned from the management of state trust lands is spent annually. More than three-quarters of trust 
land management revenue was distributed to a variety of state institutions in FY 2016, including universities and other schools, public 
buildings, and the state hospital.  

Local Government Distribution 

The largest beneficiaries of state trust lands are the state’s primary public schools. The schools receive distributions annually from 
land management revenue.  

 

 



 
 

APPENDIX	 47	

Permanent Savings Distribution 

In general, revenue earned from the sale and permanent disposition of state trust lands and resources is deposited into the 
constitutionally created Permanent Fund. Bonus payments from the sale of the Otter Creek coal leases in 2010 were also deposited 
into the Permanent Fund.  

Federal	Mineral	Leasing	Royalty	
State Government Distribution 

Three-quarters of federal mineral leasing revenues are deposited in the state General Fund.xv  

Local Government Distribution 

Montana began making direct distributions equal to 25 percent of the state’s share of Federal Mineral Leasing royalties to the county 
of origin (where the coal is mined) in 2005. 
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New Mexico 
Table B-1: New Mexico Distribution of Coal Production Revenue, FY 2010-2016 
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Severance	Tax	and	Surtax	
State Government Distribution 

Revenue from the severance tax and surtax is first used to pay principal and interest on bonds sold by the state under the Severance 
Tax Bonding Act. About 97 percent of total severance tax revenue was used for this purpose in FY 2016. Bonds are sold to pay for 
state infrastructure.  

Permanent Savings Distribution 

After principal and interest are paid on severance tax bonds, remaining revenue is deposited in the Severance Tax Permanent Fund. 
The Permanent Fund was created in 1973. In the 1990s, half of severance taxes were deposited into the Permanent Fund. In 1999, the 
state began diverting severance taxes to pay for school funding associated with school equalization needs. In FY 2016 less than 3 
percent of total severance tax revenue was deposited in the Permanent Fund.  

Conservation	Tax	
State Government Distribution 

The Conservation Tax is placed in a trust fund managed by the state Board of Investments. A portion of the revenue goes to the 
Reclamation Fund and the remainder is deposited in the state General Fund.xvi  

Resource	Excise	Tax	
State Government Distribution 

All Resource Excise Tax revenue is deposited in the state General Fund.xvii  

Gross	Receipts	Tax	
State Government Distribution 

The Gross Receipts Tax combines rates imposed by the state, counties, and, if applicable, municipalities where the coal businesses are 
located. The business pays the total Gross Receipts Tax to the state, which then distributes the counties' and municipalities' portions to 
them after retaining the state share.xviii  

Local Government Distribution 

The gross receipts tax in Cibola, San Juan, and McKinley counties where coal mining is active is about 6.5 percent outside of 
incorporated cities.xix 
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Property	Tax	
Local Government Distribution 

Local governments levy property taxes directly on the assessed value of the coal resource within the taxing jurisdiction.  

State	Mineral	Leasing		
State Government Distribution 

Revenue from renewable resources, such as agricultural and commercial leases, rights-of-way, interest and oil, gas and mineral 
bonuses, is deposited into the Land Maintenance Fund. The Land Maintenance Fund pays for State Land Office operating expenses 
(approved by the Legislature) and the remaining balance is distributed proportionately to the beneficiaries, including public primary 
schools, state universities and colleges, and other public institutions.  

Local Government Distribution 

A share of the Land Maintenance Fund distributions is made directly to local school districts. 

Permanent Savings Distribution 

New Mexico’s Land Grant Permanent Fund was created in 1912 at statehood. The Land Grant Permanent Fund receives royalty 
payments from non-renewable resources (oil, gas and mineral extraction, and land sale proceeds). 

Federal	Mineral	Leasing	
State Government Distribution 

An annual appropriation is made to the Instructional Material Fund and to the Bureau of Geology and Mineral Resources.  

Permanent Savings Distribution 

The bulk of federal mineral royalties are directed to the Public School Fund.xx 
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North Dakota 
Table B-1: North Dakota Distribution of Coal Production Revenue, FY 2010-2016 

 
Severance	Tax	
State Government Distribution 

Twenty-one percent of the severance tax and revenue from the additional $0.02-per-ton tax funds lignite research and promotion.xxi 
The Lignite Research Fund provides grants for marketing studies, regulatory compliance, and technology, including clean coal 
demonstration projects.  

Local Government Distribution 

The severance tax is in lieu of both the sales and use taxes on coal and the property tax on minerals in the earth. Seventy percent of the 
severance tax revenue is shared with counties where the coal is extracted. Counties further appropriate 40 percent of this income to 
their county general fund, 30 percent to cities within the county, and 30 percent to school districts. Non-producing counties within 15 
miles of an active coal mine and a city or school district in those non-productive counties receive a share of the coal-producing 
county’s severance revenue from that mine, limited to the tax revenue on 3.4 million tons annually.  

Permanent Savings Distribution 

Nine percent of the severance tax is deposited into a permanent Coal Development Trust Fund.xxii The fund receives 30 percent of the 
coal severance tax. This fund is held in trust and is administered by the Board for Loans to coal-impacted counties, cities, and school 
districts. Any balance not loaned is invested to earn income, and the income is transferred to the State General Fund each year.  



 
 

APPENDIX	 52	

State	Mineral	Leasing	
Permanent Savings Distribution 

All revenues generated from the prudent management of trust lands (which includes revenues from coal leasing and extraction) are 
deposited into several permanent trust funds and are invested in a diversified portfolio of financial assets. The permanent trusts benefit 
a variety of local and state institutions, and primary public schools (the Common Schools Trust).xxiii  

Federal	Mineral	Leasing	
Local Government Distribution 

Fifty percent of FML revenue is distributed “among the counties in which the minerals were produced based on the proportion each 
county's mineral royalty revenue bears to the total mineral royalty revenue received by the state.”xxiv The revenue can be used “only 
for the planning, construction, and maintenance of public facilities and the provision of public services.” 

Any remaining funds (50%) are distributed to school districts. However, FML revenues “are deemed the first moneys withdrawn or 
expended from the general fund for the purpose of state aid to school districts.”xxv In other words, the amount of state aid to schools is 
not changed. FML revenue is substituted for other sources of revenue, effectively lowering other taxes (e.g., states often use resource 
revenue to increase spending, increase savings, or lower other taxes, most often state income taxes).xxvi  
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Utah 
Table B-1: Utah Distribution of Coal Production Revenue, FY 2010-2016 

	

Property	Tax		
Local Government Distribution 

Local governments levy property taxes directly on the assessed value of the coal resource within the taxing jurisdiction.  

State	Mineral	Leasing	
State Government Distribution 

State trust lands are managed on behalf of public schools and a variety of other beneficiaries. Revenue generated on state trust lands 
(including revenue from coal leasing and extraction) is distributed directly to beneficiaries on an annual basis.  

Permanent Savings Distribution 

All revenue generated on behalf of public schools is deposited into the Public School Permanent Fund.  

Federal	Mineral	Leasing		
State Government Distribution 

Utah distributes a portion of federal mineral leasing revenue to the Utah Geological Survey, Utah State University Water Research 
Lab, and the State Board of Education. Distributions are estimated by applying statutory distributions of Utah’s share of federal 



 
 

APPENDIX	 54	

mineral leasing revenue to the distributions amounts reported by U.S. EITI.xxvii Royalty and bonus revenue are distributed in the same 
manner.  

Local Government Distribution 

Utah makes distributions from the state’s share of federal mineral royalties to local governments through grants and loans from the 
Permanent Community Impact Fund and through direct distributions made by the Utah Department of Transportation.xxviii  The 
Permanent Community Impact Fund provides loans and grants to counties, cities, and towns that are impacted by mineral resource 
development on federal lands. The goal of the fund is to maximize the long-term benefit of funds derived from lease revenues and 
bonus payments.xxix 
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Wyoming  
Table B-1: Wyoming Distribution of Coal Production Revenue, FY 2010-2016 
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Severance	Tax	
Figure B-2: Wyoming Distribution of Severance Taxes, FY 2015xxx
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State Government Distribution 

After distributions to the Permanent Wyoming Mineral Trust Fund (PWMTF), the state allocates severance tax revenues to a 
Severance Tax Distribution Account (STDA). The STDA makes an additional 1 percent distribution to the PWMTF, and an amount 
equal to a one-cent fuel tax is distributed to Leaking Underground Storage Tank (LUST) accounts.  

Up to $155 million each fiscal year is distributed from the STDA to nine different accounts/entities, including highway and water 
infrastructure funds and a Department of Environmental Quality fund to clean up leaking underground storage tanks. One-third of 
remaining funds are distributed to the state General Fund and two-thirds to the state Budget Reserve Account. In sum, the Budget 
Reserve Account and the General Fund received 53 percent of distributions in FY 2016.  

Local Government Distribution 

The state distributes a portion of severance tax revenue to several local government infrastructure grant funds, including State Aid to 
County Roads, Capital Construction, and distributions to counties, cities, and towns (about 3 percent of total revenue in FY 2016).   

Permanent Savings Distribution 

About 40 percent of severance tax revenue (the amount raised by a 2.5 percent levy on gross production value—a portion of the state’s 
7 percent levy) is deposited into the Wyoming Permanent Mineral Trust Fund.  

Property	Tax	
Local Government Distribution 

Local governments levy property taxes directly on the assessed value of the coal resource within the taxing jurisdiction.  

State	Mineral	Leasing	
State Government Distribution 

Revenue earned from recurring commercial activities on state trust lands (including rental and lease revenue as opposed to the 
permanent sale of lands or extraction of depletable resources) are deposited into several Permanent Trust Land Income funds. Income 
funds may be expended for the establishment, maintenance, and support of institutions to which they are tied, including state 
universities and other institutions.  
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Local Government Distribution 

Revenue earned from recurring commercial activities on state trust lands are distributed to school districts on an annual basis by a 
statutory formula.  

Permanent Savings Distribution 

Permanent Land Funds receive income from sale of public lands, the extraction of depletable mineral resources, and any money 
designated by the Wyoming Constitution or statute (any depletable land resource). Permanent funds are held in perpetuity. Income 
earned by investing the corpus of the permanent land funds is distributed to the permanent land income funds for distribution to 
beneficiaries including local primary schools, state universities, and other institutions.  
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Federal	Mineral	Leasing	Royalty	
Figure B-3: Distribution of Wyoming Portion of Federal Mineral Royaltiesxxxi 
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State Government Distribution 

The first $200 million in federal mineral royalties paid to Wyoming is distributed to seven different accounts/entities, including 
statewide education and infrastructure funds. One percent ($2 million) is deposited to the state General Fund for administration. 
Distributions to Wyoming more than $200 million are allocated to statewide education funds (one-third) and the state’s budget reserve 
account (two-thirds).  

Local Government Distribution 

The first $200 million in federal mineral royalties paid to Wyoming is distributed to seven different accounts/entities, including 
several direct allocations to cities and towns, and grants and loans for capital construction and infrastructure. 
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Federal	Mineral	Leasing	Bonus	Payments	
Figure B-4: Distribution of Wyoming Portion of Federal Coal Bonusesxxxii
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State Government Distribution 

Federal coal lease bonuses distributed to Wyoming are allocated to three statewide accounts: Community Colleges, the Highway 
Fund, and Wyoming’s School Capital Construction Account. 

Local Government Distribution 

A portion of federal coal lease bonuses paid to Wyoming are distributed to cities, towns, and counties for capital construction.    
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