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::5ef'JffTE.. BILL NO. ~ 
INTRODUCED BY _E?_-__ ,.JL._ ___________________ _ 

BY REQUEST OF THE DEPARTMENT OF REVENUE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO CLARIFY THE TAXATION 

OF OIL AND NATURAL GAS BY DELETING OBSOLETE REFERENCES TO 

INTERIM PRODUCTION; AMENDING SECTIONS 15-23-601, 15-23-602, 

15-23-603, 15-23-607, 15-23-613, 15-23-621, 15-36-101, 

20-9-141, 20-9-331, 20-9-333, AND 20-10-144, MCA; AND 

PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

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

Section 1. Section 15-23-601, MCA, is amended to read: 

"15-23-601. Definitions. As used in this part, the 

following definitions apply: 

(1) 11 Excise tax 0 means the windfall profit tax on 

domestic crude oil imposed by Title I of the federal Crude 

Oil Windfall Profit Tax Act of 1980, as enacted or as 

amended. 

fi7--uf"ter±m--prodHet±onn--mea"s--the---prod~et±on---of 

nfttttra¼--9as,--petre¼etlm,-or-other-crnde-er-mineral-o±l-from 

e.ny-wett-th:ats:­

tat--hn5-not-prodtteed-"atttral-gas,-petrole~m,--or--other 

erttde---or--mineral--o±¼--dttr±n9--the--S--year5--±rtl.ffled±ate~y 

preeerling-the-fir5t-month-of-±nteriffl-ptodtletion~-and 
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tbt--be9an-interim-prorluet±on-a£ter-a~ne-397--%985,--a~d 

before-April-¼,-198~. 

t3t_i_?_l The term "new production" means the production 

of natural gas, petroleum, or other crude or mineral oil 

from any well: 

(a) that has not produced natural gas, petroleum, or 

other crude or mineral oil during the 5 years immediately 

preceding the first month of qualified new production; and 

(b) on which the notification required in 15-36-121(2) 

was given. 

t4till The terms "operator 11 and "producer" mean any 

person who engages in the business ot drilling for, 

extracting, or producing any natural gas, petroleum, or 

other crude or mineral oil. 

t5tl!l The term "well" includes each single well or 

group of wells, including dry wells, in one field or 

production unit a~d under the control of one operator or 

producer." 

Section 2. Section 15-23-602, MCA, is amended to read: 

"15-23-602. Statement of sales proceeds on ±nter±m 

~rod~etion-and new production. (1) As provided in subsection 

(2), each operator or producer of ±~~e~im-pred~e~±on-or new 

production of natural gas, petroleum, or other crude or 

mineral oil stall make out and deliver to the department of 

revenue a stat~ment of the gross sales proceeds of ifttet'im 

-2- INTRODUCED BILL 
$~~ 
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other crude or mineral oil from each well owned or worked by 

the person. The gross sales proceeds must be determined by 

multiplying the units of production sold from the well times 

the royalty unit value of that production at the well. The 

statement must be in the form prescribed by the department 

and must be verified by the oath of the operator or producer 

or the manager, superintendent, agent, 

vice-president of the corporation, 

president, 

association, 

partnership. T-he statement must show the following: 

or 

or 

(a) the name and address of the operator, together with 

a list in duplicate of the names and addresses of any 

persons owning or claiming any royalty interest in the 

production from the well or the proceeds derived from the 

sale of the production, and the amount paid or yielded as 

royalty to each of those persons during the period covered 

by the statement; 

(bl the description and location of the well; 

(c) the number of cubic feet of natural gas, barrels of 

petroleum or other crude or mineral oil sold from the well 

during the period covered by the statement; and 

(dl the gross sales proceeds in dollars and cents or, 

i.n the case of sales between parties not acting at arm's 

length, the greater of the gross sales proceeds from or the 

ta1r mdLket value of the prodt1cts sold. 
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(2) Each operator having int~rim--prodtte~ie~--or new 

production as defined in 15-23-601 shall, on or before the 

last day of the months of October, January, April, and July, 

make out and deliver to the department of revenue a 

statement of the gross sales proceeds of the interim 

prodtle~io"-or new production from each well owned or worked 

by the person during the preceding calendar quarter. The 

statement ~ust be in the form prescribed by the department 

and verified as provided in subsection (1). The statement 

must show the information required in subsections 

through (l)(d)." 

(1) (a) 

Section 3. Section 15-23-603, MCA, is amended to read: 

"15-23-603. Net proceeds how computed. (1) As 

provided in subsection (2), the department of revenue shall 

calculate and compute from the returns the gross sales 

proceeds of the product yielded from the well for the year 

covered by the statement and shall Cdlculate the net 

proceeds of the well yielded to the producer, which net 

proceeds are determined by subtracting from the gross sales 

proceeds of the well all royalty paid in cash by the 

operator or producer and the gross value of all royalty 

apportioned in kind by the operator or producer determined 

by using as the value of a barrel of oil or a cubic foot of 

gas the average sclliny price for the calendar year of a 

barrel of oil or a cubic foot of gd~ from the well oul of 
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which the royalty was paid. 

{2} For i~ter¼m--~rodtte~ion--or new production, net 

proceeds are the equivalent of the gross sales proceeds, 

without deduction for excise taxes, of the product yielded 

from the well for the quarter covered by the statement, 

except that in computing the total number of barrels of 

petroleum and other mineral or crude oil or cubic feet of 

natural gas produced, there must be deducted so much of the 

product as is used in the operation of the well from which 

the petroleum or other mineral or crude oil or natural gas 

1s produced for pumping the petroleum or other mineral or 

crude oil or natural gas from the well ta a tank or 

pipeline. 

(3) In the statement of sales proceeds required under 

15-23-602 for lease or unitized areas from which ¼n~erim--er 

new production and other production have been sold, the 

number of barrels of ±ftter±m-end new production of oil or 

cubic feet of ±nter¼m--or new production of gas must be 

segregated from and stated separately from the number of 

barrels of other production of oil or cubic feet of other 

production of gas. 

(4) In calculating the deduction for money expended for 

necessary chemical supplies needed and used in a tertiary 

recovery project approved by the department of revenue, as 

provided in 15-36-.:0l, the department shall require that the 
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necessary chemical supplies, which include but are not 

limited to carbon dioxide supplies, be amortized over a 

10-year period beginning with the year in which the money 

was expended." 

Section 4. Section 15-23-607, MCA, is amended to read: 

"15-23-607. County assessors to compute taxes. ( l) 

Immediately after the board of county commissioners has 

fixed tax levies on the second Monday in August, the county 

assessor shall, subject to the provisions of 15-23-612, 

compute the taxes on net proceeds, as provided in subsection 

{2) of this section, and royalty assessments and shall 

deliver the book to the county treasurer on or before 

September 15. The county treasurer shall proceed to give 

full notice of the assessments to the operator and shall 

collect the taxes as provided by law. 

(2) For interim--predtlction--or new production, as 

defined in l~-23-601, the county assessor may not levy or 

assess any mills against the value of the ±nte~±m-prodttetio~ 

or new production, but shall instead levy a tax as follows: 

(a) for ~neertm--prodtlctio~--or new production of 

petroleum or other mineral or crude oil, 7% of net proceeds, 

as described in 15-23-603(2); o~ 

(b) for interim-prodtiction-~r new production of natural 

gas, 12% of net pro~eeds, as described in 15-23-603(2). 

(3) The am0unt of tax levied in subsections (2)(a) and 
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(2)(b), divided by the appropriate tax rate and multiplied 

by 60%, must be treated as taxable value for county bonding 

purposes. 

(4) The taxable value of net proceeds for the purpose 

of computing guaranteed tax base aid for schools is the 

amount of tax received by a district in the previous year 

divided by the number of mills levied by the district in the 

previous year, multiplied by 1,000. This amount must be 

added to the district, county, and statewide taxable value 

when computing guaranteed tax base aid under 20-9-368. 

(5) The operator or producer is liable for the payment 

of the taxes that, except as provided in 15-16-121, are 

payable by and must be collected from the operators in the 

same manner and under the same penalties as provided for the 

collection of taxes upon net proceeds of mines. However, the 

operator may at his option withhold from the proceeds of 

royalty interest, either in kind or in money, an estimated 

amount of the tax to be paid by him upon the royalty or 

royalty interest. After the withholding, any deviation 

between the e~timated tax and the actual tax may be 

accounted for by adjusting subsequent withholdings from the 

proceeds of royalty interests. 11 

Section 5. Section 15-23-613, MCA, is amended to read; 

"15-23-613. Disposition of int~~tm-prorltle~fon--and new 

production taxes. The county treasurer shall credit all 
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taxes on ±fteer~m-p~odttee~e~-a~d new production, as provided 

for in 15-23-607, in the relative proportions required by 

the levies for state, county, school district, and municipal 

purposes in the same manner as property taxes were 

distributed in the year preceding the budget year.~ 

Section 6. Section 15-23-621, MCA, is amended to read: 

•is-23-621. Allocation of new production. (1) If a 

lease has production that does not qualify for new er 

¼nter±m production and a producing well is completed on the 

lease after December 31, 1986, the allocation of the new 

production must be based on the average daily production per 

well. The average daily production per well must be 

determined by dividing the total production for the quarter 

by the number of well production days for the quarter. 

(2) The number of well production days for the quarter 

is the sum of the number of completed wells on the first day 

of the quarter times the number of days in the quarter plus 

the number of days from the date of completion of any wells 

during the quarter to the end of the quarter. New production 

for the quarter must then be calculated by multiplying the 

average daily production per well times the number of wells 

completed after December 31, 1986, times the number of 

production days attributed to those wells for the quarter. 

The value of the production must be based on the average 

price received for the production for the quarter. 
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(3) Average daily production, well production days, and 

average price must be calculated each quarter." 

Section 7. Section 15-36-101, MCA, is amended to read: 

"15-36-101. Definitions and rate of tax state 

severance tax 

assessment of 

local 

nonworking 

government severance tax 

interest owner -- exemption. ( 1) 

Every person engaging in or carrying on the business of 

producing petroleum, other mineral or crude oil, or natural 

gas within this state or engaging in or carrying on the 

business of owning, controlling, managing, leasing, or 

operating within this state any well or wells from which any 

merchantable or marketable petroleum, other mineral or crude 

oil, or natural gas is extracted or produced shall, except 

as provided in 15-36-121, each year when engaged in or 

carrying on the business in this state pay to the department 

of revenue a state severance tax for the exclusive use and 

benefit of the state of Montana plus a local government 

severance tax in lieu of a tax on net proceeds for the 

exclusive use and benefit of local government. Except as 

provided in subsection (3), the state severance tax and the 

local government severance tax are as follows: 

and 

(a) except as provided in subsections (l)(b), (l)(c), 

{l)(d), a 5\ state severance tax on the total gross 

taxable value of all the petroleum and other mineral or 

crude oil produced by the person, plus the local government 
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severance tax of 8.4\ on the gross taxable value of all the 

petroleum and other mineral or crude oil produced by the 

person other than inte~~m--prod~et~o~--a~d new production, 

from each lease or unit; but in determining the amount of 

the state severance tax and local government severance tax, 

there must be excluded from consideration all petroleum or 

other crude or mineral oil produced and used by the person 

during the year in connection with his operations in 

prospecting for, developing, and producing the petroleum or 

crude or mineral oil; 

(b) a 2.65\ state severance ta~ on the total gross 

taxable value of all natural gas produced by the person, 

plus the local government severance tax of 15.25% on the 

total gross taxable value of all natural gas produced by the 

person other than in~e~im-prod~et±en-or new production, from 

each lease or uni::; but in determining the amount of the 

state severance tax and the local government severance tax, 

there must be excluded from consideration all gas produced 

and used by the person during the year in connection with 

his operations in prospecting for, developing, and producing 

the gas or petroleum or crude or mineral oil; and there must 

also be excluded 

carbon dioxide gas, 

from consideration all gas, including 

recycled or reinjected into the ground; 

(c) a 2.5'% sta.te severance tax on the total gross 

taxable value of the incremental petroleum and other mineral 
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person, plus the local 

on the total gross taxable 

petroleum and other mineral or 

the person other than ~nterim 

prodtletion-8nd new production, from each lease or unit in a 

tertiary recovery project after July l, 1985. For purposes 

of this section, a tertiary recovery project must meet the 

following requirements: 

(i) the project must be approved as a tertiary recovery 

project by the department of revenue. The approval may be 

extended only after notice and hearing in accordance with 

Title 2, chapter 4. 

(ii) the property to be affected by the project must be 

adequately delineated according to the specifications 

required by the department; and 

{iii) the project must involve the application of one or 

more tertiary recovery methods that can reasonably oe 

expected to result in an increase, determined by the 

department to be significant in light of all the facts and 

circumstances, in the amount of crude oil which may 

potentially be recovered. For purposes of this section, 

tertiary recovery methods include but are not limited to: 

(A) miscible fluid displacement; 

{8) 

[C) 

steam drive injection: 

micellar/emulsion flooding; 
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(D) 

(E) 

(F) 

(G) 

in situ combustion; 

polymer augmented water flooding; 

cyclic steam injection; 

alkaline or caustic flooding; 

(H) carbon dioxide water flooding; 

(I) immiscible carbon dioxide displacement; or 

(J) any other method approved by the department as a 

tertiary recovery method. 

(d) a 5% local government severance tax on the ~=ral 

gross taxable value of all petroleum and other mineral or 

crude oil produced by the person other than 1:nter1:11t-arrtd ~.ew 

production produced by a stripper well, as defined in 

15-36-121. 

( 2) For purposes of this section, the term "increme:-::al 

petroleum and other mineral or crude oil'' means the a~=~nt 

of oil, as determined by the department of revenue, to b~ :n 

excess of what would have been produced by primary and 

secondary methods. The determination arrived at b~ the 

department must be made only after notice and hearing and 

shall specify through the life of a tertiary pro:ect, 

calendar year by calendar year, the combined amoun: of 

primary and secondary production that must be use~ to 

establish the incremental production from each lease or -~it 

in a tertiary recovery project. 

(3) {a) A local government severance tax is impose~ on 
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the gross value paid in cash or apportioned in kind to a 

nonworking interest owner by the operator or producer of 

extracted marketable petroleum, other mineral or crude oil, 

or natural gas subject to local government severance taxes 

imposed under this chapter. The local government severance 

tax on nonworking interest owners is computed at the 

following rates: 

(i) 12.5% on the gross value paid in cash or 

apportioned in kind to a nonworking interest owner by the 

operator or producer of extracted marketable petroleum and 

other mineral or crude oil; 

(ii) 15.25% on the gross value paid in cash or 

apportioned in kind to a nonworking interest owner by the 

operator or producer of extracted or marketable natural gas. 

(b) The amounts paid or apportioned in kind to 

nonworking interest owners are exempt from the local 

government severance taxes imposed under 15-36-121(2) and 

under subsections (l){a) through (l)(d) of this section. 

(4) Nothing in this part may be construed as requiring 

laborers or employees hired or employed by any person to 

drill any oil or natural gas well or to work in or about any 

oil or natural gas well or prospect or explore for or do any 

work for the purpose of developing any petroleum, other 

mineral or crude oil, or natural gas to pay the severance 

tax, nor may work done or the drilling of a well or wells 
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for the purpose of prospecting or exploring for petroleum, 

other mineral or crude oil, or natural gas or for the 

purpose of developing them be considered to be the engaging 

in or carrying on of the businessa If, in the doing of any 

work, in the drilling of any oil or natural gas well, or in 

prospecting, exploring, or development work, any 

merchantable or marketable petroleum, other mineral or crude 

oil, or natural gas in excess of the quantity required by 

the person for carrying on the operation is produced 

sufficient in quantity to justify the marketing of the 

petroleum, other mineral or crude oil, or natural gas, the 

work, drilling, prospecting, exploring, or development work 

is considered to be the engaging in and carrying on of the 

business of producing petroleum, other mineral or crude oil, 

or natural gas within this state within the meaning of this 

section. 

(5) Every person required to pay the state or local 

government severance tax under this section shall pay the 

tax in full for his own account and for the account of each 

of the other owner or owners of the gross proceeds in value 

or in kind of all the ma:ketable petroleum or other mineral 

or crude oil or natural gas extracted and produced, 

including owner or owners of working ir.terest, royalty 

interest, 

interest, 

overridi~g to)alty interest, carried working 

net roceeds interest, production payments, and 
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all other interest or interests owned or carved out of the 

total gross proceeds in value or in kind of the extracted 

marketable petroleum or other mineral or crude oil or 

natural gas, except that any of the interests that are owned 

by the federal, state, county, or municipal governments are 

exempt from taxation under this chapter. Unless otherwise 

provided 

royalty 

in a contract or lease, the pro rata share of any 

owner or owners will be deducted from any 

settlements under the lease or leases or division of 

proceeds orders or other contracts. 

(6) For purposes 

definitions apply: 

of this section, the following 

(a) 11 Gross taxable value'' means the gross value of the 

product as determined in 15-36-103 less the gross value paid 

in cash or apportioned in kind to a nonworking interest 

owner by the operator or producer of extracted marketable 

petroleum, other mineral or crude oil, or natural gas. 

(b) "Nonworking interest owner" means any interest 

owner who does not share in the development and operation 

costs of the lease or unit.'' 

Section 8. Section 20-9-141, MCA, is amended to read: 

"20-9-141. Computation of general fund net levy 

requirement by county superintendent. (1) The county 

superintendent shall compute the levy requirement for each 

district's ger1erdl fund on the basis of the following 
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procedure: 

(a) Determine the fundi~g required for the district's 

final general fund budget less the amount established by the 

schedules in 20-9-316 through 20-9-321 by totaling: 

( i) the district's nonisolated school foundation 

program requirement to be met by a district levy as provided 

in 20-9-303; and 

(ii) any additional general fund budget amount adopted 

by the trustees of the district under the provisions of 

20-9-353, including any additional levies authorized by the 

electors of the district. 

(b) Determine the money available for the reduction of 

the property tax on the district for the general fund by 

totaling: 

(i) anticipated federal money received under the 

provisions of Title I of Public Law 81-874 or other 

anticipated federal money received in lieu of that federal 

act~ 

{ii) anticipated tuition payments for out-of-district 

pupils under the provisions of 20-5-303, 20-5-307, 20-5-312, 

and 20-5-313; 

(iii) general fund cash reappropriated, as established 

under the provisions of 20-9-104; 

(iv) anti~ipated or reappropriated state impact aid 

received under the provisions of 20-9-304; 
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(v) anticipated or reappropriated revenue from property 

taxes and fees imposed under 23-2-517, 23-2-803, 

61-3-504(2), 61-3-521, 61-3-537, and 67-3-204; 

{vi) anticipated net proceeds taxes for 1::!"!;te,r im 

preatle!ion-~nd new production, as defined in 15-23-60li 

(vii) anticipated revenue from local government 

severance taxes as provided in 15-36-112: 

(viii) anticipated 

under 15-23-703; 

revenue from coal gross proceeds 

(:x) anticipated interest to be earned or reappropriated 

interest earned by the investment of general fund cash in 

accordance with the provisions of 20-9-213(4); 

(x) anticipated revenue from corporation license taxes 

collected from financial institutions under the provisions 

of 15-31-702; and 

(xi} any other revenue anticipated by the trustees to be 

received during the ensuing school fiscal year which may be 

used to finance the general fund. 

(Cl Subtract the money available to reduce the property 

tax required to finance the general fund that has been 

determined in subsection (l)(b} from the total requireme~t 

deter~ined in subsection (l)(a). 

(2) The net general fund levy requirement determined in 

subsection ( l )( c) must be reported to the county 

commissioners on the second Monday of August by the county 
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superintendent as the general fund levy requirement for the 

district, and a levy must be made by the county 

commissioners in accordance with 20-9-142." 

Section 9. Section 20-9-331, MCA, is amended to read: 

"20-9-331. Basic county tax and other revenues for 

county equalization of the elementary district foundation 

program. (1) The county commissioners of each county shall 

levy an annual basic tax of 33 mills on the dollar of the 

taxable value of all taxable property within the county, 

except for property subject to a tax or fee under 23-2-517, 

23-2-803, 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204, for 

the purposes of local and state foundation program support. 

The revenue collected from this levy must be apportioned to 

the support of the foundation programs of the elementary 

school districts in the county and to the state special 

revenue fund, state equalization aid account, in the 

following manner: 

{a) In order to determine the amount of revenue raised 

by this levy which is retained by the county, the sum of the 

estimated revenue identified in subsection (2) must be 

subtracted from the total of the foundation programs of all 

elementary districts of the county. 

(b) If the basic levy prescribed by this section 

produces more revenue than is required to finance Lhe 

difference det rmined in subsection (l){a), the county 
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treasurer shall remit the surplus funds to the state 

treasurer for deposit to the state special revenue fund, 

state equalization aid account, immediately upon occurrence 

of a surplus balance and each subsequent month thereafter, 

with any final remittance due no later than June 20 of the 

fiscal year for which the levy has been set. 

(c) If revenue from the basic levy prescribed by this 

section when combined with the other revenue from subsection 

{2) is insufficient to fully fund the percentage determined 

in 20-9-347(l){b) and the county is eligible for an 

apportionment of state equalization aid under the provisions 

of 20-9-347(l)(c), the county superintendent shall notify 

the superintendent of public instruction of the deficiency. 

The superintendent of public instruction shall increase the 

state equalization aid payments to the distr~cts in the 

affected ccunty to offset the deficiency. A payment may not 

be made under this subsection (c) that allows a district to 

receive foundation program funding in excess of the 

foundaticn program amount of the district. 

(2) The revenue realized from the county's portion of 

the levy prescribed by this section and the revenue from the 

following sources must be used for the equalization of the 

elementary district foundation programs of the county as 

prescribed in 20-9-334, and a scpara~e accounting must be 

kept of the revenue by the county trPasurer in accorddnce 
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with 20-9-212(1): 

(a) the portion of the federal Taylor Grazing Act funds 

distributed to a county and designated for the common school 

fund under the provisions of 17-3-222; 

(b) the portion of the federal flood control act funds 

distributed to a county and designated for expenditure for 

the benefit of the county common schools under the 

provisions of 17-3-232; 

(c) all money paid into the county treasury as a result 

cf fines for violations of law, except money paid to a 

justice's court, and the use of which is not otherwise 

specified by law; 

(d} any money remaining at the end of the immediately 

preceding school fiscal year in the county treasurer 1 s 

accounts for the various sources of revenue established or 

referred to in this section; 

(e) any federal or state money distributed to the 

county as payment in lieu of prope~ty taxation, including 

federal forest reserve funds allocated under the provisions 

of 17-3-213; 

(f) gross proceeds taxes from coal under 15-23-703; 

{g) net proceeds taxes for t~terim-prod~et±~n--ond new 

production, as defined in 15-23-601, anC local government 

SPverance taxes on any other production occurring after 

December 31, 1988; and 
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property taxes and fees 

61-3-504(2), 61-3-521, 

Section 10. Section 20-9-333, MCA, is amended to read: 

•20-9-333. Basic special levy and other revenues for 

coun::_..· equalization of high school district foundation 

prog:;.Jll. (1) The county commissioners of each county shall 

levy an annual basic special tax for high schools of 22 

mil:~ ~n the dollar of the taxable value of all taxable 

prop~:ty within the county, except for property subject to a 

tax ~~ tee under 23-2-517, 23-2-803, 61-3-504{2), 61-3-521, 

61-3-=37~ and 67-3-204, for the purposes of local and state 

fou~:~rion program support. The revenue collected from this 

lev:_.: :r.ust be apportioned to the support of the foundation 

prc;:;ms of high school districts in the councy and to the 

sta:~ special revenue fund, state equalization aid account, 

in :_- ::- following manner: 

a) In order to determine the amount of revenue raised 

by ::._s levy which is retained by the county, the sum of the 

est~~3ted revenue identified in subsection (2) must be 

sub::-;i.cted from the sum of the county's high school tuition 

ob::;ation and the total of the foundation programs of all 

hi~~ school districts of the county. 

~) If the basic levy prescribed by this section 

prc•.:-ces more revenue than is required to finance the 
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difference determined in subsection (l)(a), the county 

treasurer shall remit the surplus funds to the state 

treasurer for deposit to the state special revenue fund, 

state equalization aid account, immediately upon occurrence 

of a surplus balance and each subsequent month thereafter, 

with any final remittance due no later than Jur.e 20 of the 

fiscal year for which the levy has been set. 

(c) If revenue fcom the basic levy prescribed by this 

section when combined with the other revenue from subsection 

( 2) 

in 

is insufficient to fully fund the percentage determined 

20-9-347(l)tb) and the county is eligible for an 

apportionment of state equalization aid under the provisions 

of 20-9-347(l)(c), the county superintendent shall notify 

the superintendent of public instruction of the deficiency. 

The superintendent of public instruction shall increase the 

state equalization aid payments to the districts in the 

affected county to offset the deficiency. A payment may not 

be made under this subsection {c} that allows a district to 

receive fo~ndation program funding in excess of the 

foundation program amount of the district. 

(2} The revenue realized from the county's portion of 

the levy prescribed in this section and the revenue from the 

following sources must be used for the equalization of the 

high school district foundation prograffis of the county as 

prescribed 1n 70-9-334, and a separate accounting must be 
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kept of the revenue by the county treasurer in accordance 

with 20-9-212(1): 

(a) any money remaining at the end of the immediately 

preceding school fiscal year in the county treasurer 1 s 

accounts for the various sources of revenue established in 

this section; 

(b) any federal or state money distributed to the 

county as payment in lieu of property taxation! including 

federal forest reserve funds allocated under the provisions 

of 17-3-213; 

(c) grcss proceeds taxes from coal under 15-23-703; 

(d) net proceeds taxes for i~te~im-p~odtl~tion-and new 

production, as defined in 15-23-601, and local government 

severance taxes on any other production occurring after 

December 31, 1988; and 

(e) anticipated revenue from property taxes and fees 

imposed under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 

61-3-537, and 67-3-204." 

Section 11. Section 20-10-144, MCA, is amended to read: 

"20-10-144. Computation of revenues and net tax levy 

requirements for the transportation fund budget. Before the 

fourth Monday of July and in accordance with 20-9-123, the 

county superintendent shall compute the revenue available to 

finance the transportation fund budget of each district. The 

county super intendenl shall compute the revenue for eac.~h 
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district on the following basis: 

{l) The "schedule amount" of the preliminary budget 

expenditures that is derived from the rate schedules in 

20-10-141 and 20-10-142 must be determined by adding the 

following amounts: 

(a) the sum of the maximum reimbursable expenditures 

for all approved school bus routes maintained by the 

district {to determine the maximum reimbursable expenditure, 

multiply the applicable rate per bus mile by the total 

number of miles to be traveled during the ensuing school 

fiscal year on each bus route approved by the county 

transportation committee and maintained by such district); 

plus 

(b) the total of all individual transportation per diem 

reimbursement rates for the district as determined from the 

contracts submitted by the district multiplied by the number 

of pupil-instruction days scheduled fer the ensuing school 

attendance year; plus 

(c) any estimated costs for supervised home study or 

supervised correspondence study fur the ensuing school 

fiscal year; plus 

(d) the amount budgeted on the preliminary budget for 

the contingency amount permitted in 20-10-143, except if the 

amount exceeds 10\ of the total of subsections (l)(a), 

{l){b), and {l)(c) or $100, whichever is larger, the 
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::ntingency amount on the preliminary budget must be reduced 

the limitation amount and used in this determination of 

~~e schedule amount. 

(2) The schedule amount determined in subsection (1) or 

: :-.e total pre l imi nary tr anspor tat ion fund budget, whichever 

:s smaller, is divided by 3 and the resulting one-third 

~mcunt is used to determine the available state and county 

:evenue to be budgeted on the following basis: 

(a) the resulting one-third amount is the budgeted 

~~ate transportation reimbursement, except that the state 

:ransportatian reimbursement for the transportation of 

5pecial education pupils under the provisions of 20-7-442 

~~st be two-thirds of the schedule amount attributed to the 

:ransportation of special education pupils; 

(b) the resulting one-third amount, except as provided 

!or joint elementary districts in subsection (2)(e), is the 

:~dgeted county transportation reimbursement for elementary 

~istricts and must be financed by the basic county tax under 

:he provisions of 20-9-334; 

(c) the resulting one-third amount multiplied by 2 is 

:!'"1e budgeted county transportation reimbursement amount for 

~igh school districts financed under the provisions of 

subsection (5), except as provided for joint high school 

:istricts in subsection (2)(e), and excepL that the county 

:ransportation reimbursement for the transportation of 
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special education pupils under the provisions of 20-7-442 

must be one-third of the schedule amount attributed to the 

transportation of special education pupils: 

(d) when the district has a sufficient amount of cash 

for reappropriation and other sources of district revenue, 

as determined in subsection (3), to reduce the total 

district obligation for financing to zero, any remaining 

amount of district revenue and cash reappropriated must be 

used to reduce the county financing obligation in subsection 

(2){b) or {2)(c) and, if the county financing obligations 

are reduced to zero, to reduce the state financial 

obligation in subsection {2)(a); and 

{e) the county revenue requirement for a joint 

district, after the application of any district money under 

subsection (2)(d), must be prorated to each county 

incorporated by the joint district in the same proportion as 

the ANB of the joint district is distributed by pupil 

residence in each county. 

(3) The total of the money available for the reduction 

of property tax on the district for the transportation fund 

must be determined by totaling: 

(a) anticipated federal money received under the 

provisions of Title I of Pub:ic Law 81-874 or other 

anticipated federal money received in !ieu of that federal 

act; plus 
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[b) anticipated payments from other districts for 

providing school bus transportation services 

district; plus 

for the 

(c) anticipated payments from a parent or guardian for 

providing school bus transportation services fDr his child; 

plus 

(d) anticipated or reappropriated interest to be earned 

by the investment of transportation fund cash in accordance 

with the provisions of 20-9-213(4); plus 

(e) anticipated or reappropriated revenue from property 

taxes and fees imposed under 23-2-517, 23-2-803, 

61-3-504(2), 61-3-521, 61-3-537, and 67-3-204; plus 

(f) gross proceeds taxes from coal under 15-23-703: 

plus 

(g) net proceeds taxes for int~r±m-prodtletion-and new 

production, as defined in 15-23-601, and local government 

severa~ce taxes on any other production occurring after 

December 31, 1988; plus 

(h) any other revenue anticipated by the trustees to be 

earned during the ensuing school fiscal year which may be 

used to finance the transportation fund; plus 

{ i) any cash available Eo, reappropr iat.ion as 

determ,;.ned by subtracting the amount of the end-of-the-year 

cash balance earmarked as the transportation fund cash 

:?s~~.c for the ensuing school fiscal year by the trustees 
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from the end-of-the-year cash balance in the transportation 

fund. The cash reserve may not be more than 20% of the final 

transportation fund budget for the ensuing school fiscal 

year and is for the purpose of 

warrants issued by the 

transportation fund budget. 

paying 

district 

transportation 

under the 

fund 

final 

(4) The district levy requirement for each district's 

transportation fund must be computed by: 

(a) subtracting the schedule amount calculated in 

subsection (l) from the total preliminary transportation 

budget amount and, for an elementary district, adding the 

difference to the district obligation to finance one-third 

of the schedule amount as determined in subsection (2); and 

(b) subtracting the amount of money available to reduce 

the property tax on the district, as determined in 

subsection (3), from the amount determined ~n subsection 

( 4) (a). 

(5) The county levy req~irement for the financing of 

the county transportation reimbursement to high school 

districts is computed by adding all requirements for all the 

high school districts of the county, including the county's 

obligation 

districts. 

{ 6) Th~ 

deter:ni ne(~ 

for reimbursements in JOi f! ~ high school 

transportation fund lf.: "Y requirements 

n subsecticc (4) for cac ,_,~:.:,:_1-icL and .1.n 
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l subsection (5) for the county must be reported to the county 

2 commissioners on the second Monday of August by the county 

3 superintendent as the transportation fund levy requirements 

4 for the district and for the county, and the levies must be 

5 made by the county commissioners in accordance with 

6 20-9-142." 

7 NEW SECTION. Section 12. Effective date. [This act] is 

8 effective on passage and approval. 

-End-
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SENATE BILL NO. 86 

INTRODUCED BY ECK 

BY REQUEST OF THE DEPARTMENT OF REVENUE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO CLARIFY THE TAXATION 

OF OIL AND NATURAL GAS BY DELETING OBSOLETE REFERENCES TO 

INTERIM PRODUCTION; 

PRODUCTION, AMENDING 

15-23-607, 15-23-603, 

CLARIFYING THE ALLOCATION OF NEW 

SECTIONS 15-23-601, 15-23-602, 

15-23-613, 15-23-621, 15-36-101, 

20-9-141, 20-9-331, 20-9-333, AND 20-10-144, MCA; 

PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

AND 

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

Section 1. Section 15-23-601, MCA, is amended to read: 

•15-23-601. Definitions. As used in this part, the 

following definitions apply: 

[l) 11 Excise tax'' means the windfall profit tax on 

domestic crude oil imposed by Title I of the federal Crude 

Oil Windfall Profit Tax Act of 1980, as enacted or as 

amended. 

tZt--Ufneerim---prodttetioftu---mean~--the--prodtlet±on--oE 

natttra½-ge~ 7 -petro%enm7 -or-ether-er~de-or-m±rteroi--o±i--£rom 

a~y-well-that~ 

ta7--hes--not--prodtteed-~ettlre±-ga~,-petroietlm,-or-otner 

erttde--or--minera±--0i±--dttr~~9--the--S--yeors---immediate±y 
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preeediftg-the-£¼r~t-mont~-e£-i"terim-prod~etio~;-afld 

tbt--be9an--~nt~~im--prod~etion-a£te~-a~n~-38r-l985,-and 

before-Apr¼l-l,-i98TT 

t3till The term "new production" means the production 

of natural gas, petroleum, or other crude or mineral oil 

from any well: 

(a) that has not produced natural gas, petroleum, or 

other crude or mineral oil during the 5 years immediately 

preceding the first month of qualified new production; and 

{b) on which the notification required in 15-36-121(2) 

was given. 

f-4til1_ The terms "operator" and "producer" mean any 

person who engages in the business of drilling for, 

extracting, or producing any natural gas, petroleum, or 

other crude or mineral oil. 

t5tl.!l The term 11 well" includes each single well or 

group of wells, including dry wells, in one field or 

production unit and under the control of one operator or 

producer." 

Section 2. Section 15-23-602, MCA, is amended to read: 

"15-23-602. Statement of sales proceeds on ¼nte~im 

prodtletion-and new production. {l) As provided in subsection 

(2), each operator or producer of i~te~im-prodtletion-or new 

pr0Juctio11 of natural gas, petroleum, or other crude or 

minerdl oil shall reake out and deliver to the department of 

SECOND READING 
-2- SB 86 



~ 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0086/02 

revenue a statement of the gross sales proceeds of ~"e~~im 

prodttetion--or new production of natural gas, petroleum, or 

other crude or mineral oil from each well owned or worked by 

the person. The gross sales proceeds must be determined by 

multiplying the units of production sold from the well times 

the royalty unit value of that production at the well. The 

statement must be in the form prescribed by the department 

and must be verified by the oath of the operator or producer 

or the manager, superintendent, agent, president, or 

vice-president of the corporation, association, or 

partnership. The statement must show the following: 

(a} the name and address of the operator, together with 

a list in duplicate of the names and addresses of any 

persons owning or claiming any royalty interest in the 

production from the well or the proceeds derived from the 

sale of the production, and the amount paid or yielded as 

royalty to each of those persons during the period covered 

by the statementi 

(b) the description and location of the well; 

(c) the number of cubic feet of natural gas, barrels of 

petroleum or other crude or mineral oil sold from the well 

during the period covered by the statement; and 

(d) the gross sales proceeds in dollars and cents or, 

in the case of sales between parties not acting at arm's 

length, tt1e greater of the gross sales proceeds from or the 
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fair market value of the products sold. 

(2) Each operator having ½ft~~riffl--p~odttct±on--o~ new 

production as defined in 15-23-601 shall, on or before the 

last day of the months of October, January, April, and July, 

make out and deliver to the department of revenue a 

statement of the gross sales proceeds of the inte~im 

pred~et¼on--er new production from each well owned or worked 

by the person during the preceding calendar quarter. The 

statement must be in the form prescribed by the department 

and verified as provided in subsection (1). The statement 

must show the information required in subsections (l)(a) 

through (l)(d)." 

Section 3. Section 15-23-603, MCA, is amended to read: 

"15-23-603. Net proceeds how computed. (1) As 

provided in subsection (2), the department of revenue shall 

calculate and compute from the returns the gross sales 

proceeds of the product yielded from the well for the year 

covered by the statement and shall calculate the net 

proceeds of the well yielded to the producer, which net 

proceeds are determined by subtracting from the gross sales 

proceeds of the well all royalty paid in cash by the 

operator or producer and the gross value of all royalty 

apportioned in kind by the operator or producer determined 

by using as the value of a barrel of oil or a cubic foot of 

gas the average selling price for the calendar year of a 
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barrel of oil or a cubic foot of gas from the well out of 

which the royalty was paid. 

(2) For ½"e~rim--p~odtt~t±on--o~ new production, net 

proceeds are the equivalent of the gross sales proceeds, 

without deduction for excise taxes, of the product yielded 

from the well for the quarter covered by the statement, 

except that in computing the total number of barrels of 

petroleum and other mineral or crude oil or cubic feet of 

natural gas produced, there must be deducted so much of the 

product as is used in the operation of the well from which 

the petroleum or other mineral or crude oil or natural gas 

is produced for pumping the petroleum or other mineral or 

crude oil or natural gas from the well to a tank or 

pipeline. 

13) In the statement of sales proceeds required under 

15-23-602 for lease or unitized areas from which iftt~r~ffl-O~ 

new production and other production have been sold, the 

number of barrels of iftt~riM-eftd new production of oil or 

cubic feet of ¼nt~rim-or new production of gas must be 

segregated from and stated separately from the number of 

barrels of other production of oil or cubic feet of other 

production of gas. 

(4) In calculating the deduction for money expended for 

necessary chemical supplies needed and used in a tertiary 

recovery project approved by the department of revenue, as 
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provided in 15-36-101, the department shall require that the 

necessary chemical supplies, which include but are not 

limited to carbon dioxide supplies, be amortized over a 

10-year period beginning with the year in which the money 

was expended.'' 

Section 4. Section 15-23-607, MCA, is amended to read: 

"15-23-607. County assessors to compute taxes. ( l) 

Immediately after the board of county commissioners has 

fixed tax levies on the second Monday in August, the county 

assessor shall, subject to the provisions of 15-23-612, 

compute the taxes on net proceeds, as provided in subsection 

(2} of this section, and royalty assessments and shall 

deliver the book to the county treasurer on or before 

September 15. The county treasurer shall proceed to give 

full notice of the assessments to the operator and shall 

collect the taxes as provided by law. 

(2) For ¼nter±m--predttet±on--or new production, as 

defined in 15-23-601, the county assessor may not levy or 

assess any mills against the value of the ±nter±m-prodttet¼on 

or new production, but shall instead levy a tax as follows: 

(a) for iftterim---prod~ction--o~ new production of 

petroleum or other mineral or crude oil, 7% of net proceeds, 

as described in 15-23-603(2); or 

(b) for tn~er±m-prodttet±on-or new production of natural 

gas, 12t of net proceeds, as described in 15-23-603(2). 
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The amount of tax levied in subsections (2)(a) and 

divided by the appropriate tax rate and multiplied 

by 60\, must be treated as taxable value for county bonding 

purposes. 

(4) The taxable value of net proceeds for the purpose 

of computing guaranteed tax base aid for schools is the 

amount of tax received by a district in the previous year 

divided by the number of mills levied by the district in the 

previous year, multiplied by 1,000. This amount must be 

added to the district, county, and statewide taxable value 

when computing guaranteed tax base aid under 20-9-368. 

(5) The operator or producer is liable for the payment 

of the taxes that, except as provided in 15-16-121, are 

payable by and must be collected from the operators in the 

same manner and under the same penalties as provided for the 

collection of taxes upon net proceeds of mines, However, the 

operator may at his option withhold from the proceeds of 

royalty interest, either in kind or in money, an estimated 

amount of the tax to be paid by him upon the royalty or 

royalty interest. After the withholding, any deviation 

between the estimated tax and the actual tax may be 

accounted for by adjusting subsequent withholdings from the 

proceeds of royalty interests." 

Section 5. Section 15-23-613, MCA, is amended to read: 

"15-23-613. Disposition of ±rtterim-p~od~etion-and new 
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production taxes. The county treasurer shall credit all 

taxes on in~er±m-prod~et¼on-a~d new production, as provided 

for in 15-23-607, in the relative proportions required by 

the levies for state, county, school district, and municipal 

purposes in the same manner as property taxes were 

distributed in the year preceding the budget year." 

Section 6. Section 15-23-621, MCA, is amended to read: 

"15-23-621. Allocation of new production. (1) If a 

lease has production that does not qualify for new or 

~~~erim production and a-prodtleing-weii-¼s-e~m~¼~Ced-on--the 

iease--a£ter--Beeember--~i 7 --i986 HAS NEW PRODUCTION, the 

allocation of the new production must be based on the 

average daily production per well. The average daily 

production per well must be determined by dividing the total 

production for the quarter by the number of well production 

days for the quarter. 

(2) The number of well production days for the quarter 

is the sum of the number of completed wells on the first day 

of the quarter times the number of days in the quarter plus 

the number of days from the date of completion of any wells 

during the quarter to the end of the quarter. New production 

for the quarter must then be calculated by multiplying the 

average daily p~oduction per well times the number of wells 

eompieted-a£ter-Beeember-3t,-t986, PRODUCING NEW PRODUCTION 

times the number of production days attributed to those 
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wells for the quarter. The value of the production must be 

based on the average price received for the production for 

the quarter. 

(3) Average daily production, well production days, and 

average price must be calculated each quarter." 

Section 7. 

"15-36-101. 

severance tax 

Section 15-36-101, MCA, is amended to read: 

Definitions and rate of tax -- state 

local government severance tax 

assessment of nonworking interest owner -- exemption. {l) 

Every person engaging in or carrying on the business of 

producing petroleum, other mineral or crude oil, or natural 

gas within this state or engaging in or carrying on the 

business of owning, controlling, managing, leasing, or 

operating within this state any well or wells from which any 

merchantable or marketable petroleum, other mineral or crude 

oil, or natural gas is extracted or produced shall, except 

as provided in 15-36-121, each year when engaged in or 

carrying on the business in this state pay to the department 

of revenue a state severance tax for the exclusive use and 

benefit of the state of Montana plus a local government 

severance tax in lieu of a tax on net proceeds for the 

exclusive use and benefit of local government. Except as 

provided in subsection {3), the state severance tax and the 

local government severance tax are as follows: 

(a) except as provided in subsections (l)(b), (l)(c), 

-9- SB 86 

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 

SB 0086/02 

and (l)(d), a 5% state severance tax on the total gross 

taxable value of all the petroleum and other mineral or 

crude oil produced by the person, plus the local government 

severance tax of 8.4% on the gross taxable value of all the 

petroleum and other mineral or crude oil produced by the 

person other than ~ntertm--prodtt~~ion-8nd new production, 

from each lease or unit; but in determining the amount of 

the state severance tax and local government severance tax, 

there must be excluded from consideration all petroleum or 

other crude or mineral oil produced and used by the person 

during the year in connection with his operations in 

prospecting for, developing, and producing the petroleum or 

crude or mineral oil; 

(b) a 2.65% state severance tax on the total gross 

taxable value of all natural gas produced by the person, 

plus the local government severance tax of 15.25% on the 

total gross taxable value of all natural gas produced by the 

person other than ¼nter±m-p~edttet±o"-or new production, from 

each lease or unit; but in "determining the amount of the 

state severance tax and the local government severance tax, 

there must be excluded from consideration all gas produced 

and used by the person during the year in connection with 

his operations in prospecting for, developing, and producing 

the gas or petroleum or crude or mineral oil; and there must 

also be excluded from consideration all gas, including 
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carbon dioxide gas, recycled or reinjected into the ground; 

(c) a 2.5% state severance tax on the total gross 

taxable value of the incremental petroleum and other mineral 

or crude oil produced by the person, plus the local 

government severance tax of 5% on the total gross taxable 

value of the incremental petroleum and other mineral or 

crude oil produced by the person other than ±nt:er¼:m. 

prodtle~icn--and new production, from each lease or unit in a 

tertiary recovery project after July 1, 1985. For purposes 

of this section, a tertiary recovery project must meet the 

following requirements: 

(i) the project must be approved as a tertiary recovery 

project by the department of revenue. The approval may be 

extended only after notice and hearing in accordance with 

Title 2, chapter 4. 

(ii) the property to be affected by the project must be 

adequately delineated according to the specifications 

required by the department; and 

{iii) the project must involve the application of one or 

more tertiary recovery methods that can reasonably be 

expected to result in an increase, determined by the 

department to be significant in light of all the facts and 

circumstances, in the amount of crude oil which may 

potentially be recovered. For purposes of this section, 

tertiary recovery methods include but are not limited to: 
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(A) miscible fluid displacement; 

(B) steam drive injection; 

(C) micellar/emulsion flooding; 

(D) in situ combustion; 

(E) polymer augmented water flooding; 

(F) cyclic steam injection; 

(G) alkaline or caustic flooding; 

{H) carbon dioxide ~ater flooding; 

(I) immiscible carbon dioxide displacement; or 

(J) any other method approved by the department as a 

tertiary recovery method. 

(d) 

gross 

a S% local government severance tax on the total 

taxable value of all petroleum and other mineral or 

crude oil produced by the person other than ¼~eerim-and new 

production produced by a stripper well, as defined in 

15-36-121. 

(2) For purposes of this section, the term ''incremental 

petroleum and other mineral or crude oil'' means the amount 

of oil, as determined by the department of revenue, to be in 

excess of what would have been produced by primary and 

secondary methods. The determination arrived at by the 

department must be made only after notice and hearing and 

shall specify through the life of a tertiary project, 

calendar year by calendar year, the combined amount of 

primary and secondary production that must be used to 
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establish the incremental production from each lease or unit 

in a tertiary recovery project. 

(3) (a) A local government severance tax is imposed on 

the gross value paid in cash or apportioned in kind to a 

nonworking interest owner by the operator or producer of 

extracted marketable petroleum, other mineral or crude oil, 

or natural gas subject to local government severance taxes 

imposed under this chapter. The local government severance 

tax on nonworking interest owners is computed at the 

following rates: 

(i) 12.51 on the gross value paid in cash or 

apportioned in kind to a nonworking interest owner by the 

operator or producer of extracted marketable petroleum and 

other mineral or crude oil; 

(ii) 15.25% on the gross value paid in cash or 

apportioned in kind to a nonworking interest owner by the 

operator or producer of extracted or marketable natural gas. 

(b) The amounts paid or apportioned in kind to 

nonworking interest owners are exempt from the local 

government severance taxes imposed under 15-36-121(2) and 

under subsections ll)(a) through (l)(d) of this section. 

(4) Nothing in this part may be construed as requiring 

laborers or employees hired or employed by any person to 

drill any oil or natural gas well or to work in or about any 

oil or natural gas well or prospect or explore for or do any 
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work for the purpose of developing any petroleum, other 

mineral or crude oil, or natural gas to pay the severance 

tax, nor may work done or the drilling of a well or wells 

for the purpose of pr~specting or exploring for petroleum, 

other mineral or crude oil, or natural gas or for the 

purpose of deveioping them be considered to be the engaging 

in or carrying on of the business. If, in the doing of any 

work, in the drilling of any oil or natural gas well, or in 

prospecting, exploring, or development work, any 

merchantable or marketable petroleum, other mineral or crude 

oil, or natural gas in excess of the quantity required by 

the person for carrying on the operation is produced 

sufficient in quantity to justify the marketing of the 

petroleum, other mineral or crude oil, or natural gas, the 

work, drilling, prospecting, exploring, or development work 

is considered to be the engaging in and carrying on of the 

business of producing petroleum, other mineral or crude oil, 

or natural gas within this state within the meaning of this 

section. 

(5) Every person required to pay the state or local 

government severance tax under this section shall pay the 

tax in full for his own account and for the account of each 

of the other owner or owners of the gross proceeds in value 

or in kinJ of all the marketable petroleum or other mineral 

or crude oil or natural gas extracted and produced, 
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including owner or owners of working interest, roydlty 

interest, overriding royalty interest, carried working 

intere~t, net proceeds interest, production payments, and 

all other interest or interests owned or carved out of the 

total gross proceeds in value or in kind of the extracted 

marketable petroleum or other mineral or crude oil or 

natural gas, except that any of the interests that are owned 

by the federal, state, county, or municipal governments are 

exempt from taxation under this chapter. Unless otherwise 

provided in a contract or lease, the pro rata share of any 

royalty owner or owners will be deducted from any 

settlements under cne Lease or leases or divislcn 0f 

proceeds orders or other contracts. 

(6) For purposes of this section, 

definitions apply: 

the following 

(a} "Gross taxable value" means the gross value of the 

product as determined in 15-36-103 less the gross value paid 

in cash or apportioned in kind to a nonworking interest 

owner by the operator- or producer of extracted marketable 

petroleum, other mineral or crude oil, or natural gas. 

(b) 11 Nonworking interest owner" means any interest 

owner who does not share in the development and operation 

costs of the lease or unit." 

Section 8. Section 20-9-141, MCA, is amended to read: 

•20-9-141. Computation of general fund net levy 
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requirement by county superintendent. (l) The county 

superintendent shall compute the levy requirement for each 

district's general fund on the basis of the following 

procedure: 

(a) Determine the funding required for the district's 

final general fund budget less the amount established by the 

schedules in 20-9-316 through 20-9-321 by totaling: 

(i) the district 1 s non isolated school foundation 

program requirement to be met by a district levy as provided 

in 20-9-303; and 

(ii) any additional general fund budget amount adopted 

by the trustees of the district under the provisions of 

20-9-353, including any additional levies authorized by the 

electors of the district. 

(b) Determine the money available for the reduction of 

the property tax on the district for the general fund by 

totaling: 

(i) anticipated federal money received under the 

provisions of Title I of Public Law 81-874 or other 

anticipated federal money received in lieu of that federal 

act; 

(ii) anticipateJ tuition payments for out-of-district 

pupils under the provisions of 20-5-303, 20-5-307, 20-5-312, 

and 20-5-313; 

(iii} general fund cash reappropriated, as eslablished 
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under the provisions of 20-9-104; 

(iv) anticipated or reappropriated state impact aid 

received under the provisions of 20-9-304: 

(v) anticipated or reappropriated revenue from property 

taxes and fees imposed under 23-2-517, 23-2-803, 

61-3-504(2), 61-3-521, 61-3-537, and 67-3-204; 

(vi) anticipated net proceeds taxes for ¼i,teriffl 

prodnet¼on-and new production, as defined in 15-23-601; 

(vii) anticipated revenue from local government 

severance taxes as provided in 15-36-112~ 

(viii) anticipated revenue from coal gross proceeds 

under 15-23-703; 

(ix) anticipated interest to be earned or reappropriated 

interest earned by the investment of general fund cash in 

accordance with the provisions of 20-9-213(4); 

(x) anticipated revenue from corporation license taxes 

collected from financial institutions under the provisions 

of 15-31-702: and 

(xi) any other revenue anticipated by the trustees to be 

teceived during the ensuing school fiscal year which may be 

used to finance the general fund. 

(c) Subtract the money available to reduce the property 

tax required to finance the general fund that has been 

determined in subsection (l)(b) from the total requirement 

determined in subsection (l)(a). 

-17- SB 86 

1 

2 

3 

4 

5 

6 

7 

8 

9 

:co 

11 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 00B6/02 

(2) The net general fund levy requirement determined in 

subsection (l)(c) must be reported to the county 

commissioners on the second Monday of August by the county 

superintendent as the general fund levy requirement for the 

district, and a levy must be made by the county 

commissioners in accordance with 20-9-142." 

Section 9. section 20-9-331, MCA, is amended to read: 

"20-9-331. Basic county tax and other revenues for 

county equalization of the elementary district foundation 

program. ( l) Tl"'!? county c0wmissioners of each county shall 

levy an annual basic tax of 33 mills on the dollar of the 

taxable value of all taxable property within the county, 

except for property subject to a tax or fee under 23-2-517, 

23-2-803, 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204, for 

the purposes of local and state foundation program support. 

The revenue collected from this levy must be apportioned to 

the support of the foundation programs of the elementary 

school districts in the county and to the state special 

revenue fund, state equalization aid account, in the 

following manner: 

(a) In order to determine the amount of revenue raised 

by this levy which is retained by the county, the sum of the 

estimated revenue identified in subsection (2) must be 

subtracted from the total of the foundation programs of all 

elemc11tJly districts of the county. 
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tb) If the basic levy prescribed by this section 

produces more revenue than is required to finance the 

difference determined in subsection { l l (a), the county 

treasurer shall remit the surplus funds to the state 

treasurer for deposit to the state special revenue fund, 

state equalization aid account, immediately upon occurrence 

of a surplus balance and each subsequent month thereafter, 

with any final remittance due no later than June 20 of the 

fiscal year for which the levy has been set. 

(c) If revenue from the basic levy prescribed by this 

section when combined with the other revenue from subsection 

(2) is insufficient to fully tund the percentage determined 

in 20-9-347(l)(b) and the county is eligible for an 

apportionment of state equalization aid under the provisions 

of 20-9-347(l){c), the county superintendent shall notify 

the supe:intendent of public instruction of the deficiency. 

The superintendent of public instruction shall increase the 

state equalization aid payments to the districts in the 

affected county to offset the deficiency. A payment may not 

be made under this subsection (c) that allows a district to 

receive foundation program funding in excess 

foundation program amount of the district. 

of the 

(2) The revenue realized from the county's portion of 

the levy prescribed by this section and the revenue from the 

following sources must be used for the equalization of the 
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elementary district foundation programs of the county as 

prescribed in 20-9-334, and a separate accounting must be 

kept of the revenue by the county treasurer in accordance 

with 20-9-212(1): 

{a) the portion of the federal Taylor Grazing Act funds 

distributed to a county and designated for the common school 

fund under the provisions of 17-3-222i 

(b) the portion of the federal flood control act funds 

distributed to a county and designated for expenditure for 

the benefit of the county common schools 

provisions of 17-3-232; 

under the 

(c) all money paid into the county treasury as a result 

of fines for violations of law, except money paid to a 

justice's court, and the use of which is not otherwise 

specified by law; 

{d) any money remaining at the end of the immediately 

preceding school fiscal year in the county treasurer's 

accounts for the various sources of revenue established or 

referred to in this section; 

(e) any federal or state money distributed to the 

county as payment in lieu of property taxation, including 

federal forest reserve funds allocated under the provisions 

of 17-3-213; 

(f) gross proceeds taxes from coal under 15-23-703; 

(g) net proceeds taxes for ±nterim-prodtle~±o~-a~d new 
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production, as defined in 15-23-601, and local government 

severance taxes on any other production occurring after 

December 31, 1988; and 

(h) anticipated revenue from property taxes and fees 

imposed under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 

61-3-537, and 67-3-204." 

Section 10. Section 20-9-333, MCA, is amended to read: 

•20-9-333. Basic special levy and other revenues for 

county equalization of high school district foundation 

program. (1) The county commissioners of each county shall 

levy an annual basic special tax for high schools of 22 

mills on the dollar of the taxable value of all taxable 

property within the county, except for property subject to a 

tax or fee under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 

61-3-537, and 67-3-204, for the purposes of local and state 

foundation program support. The revenue collected from this 

levy must be apportioned to the support of the foundation 

programs of high school districts in the county and to the 

state special revenue fund, state equalization aid account, 

in the following manner: 

(a) In order to determine the amount of revenue raised 

by this levy which is retained by the county, the sum of the 

estimated revenue identified in subsection (2} must be 

subtracted from the sum of the county's high school tuition 

obligation and the total of the foundation programs o( all 
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high school districts of the county. 

(b) If the basic levy p[escribed by this section 

produces more revenue than is required to finance the 

difference determined in subsection ( l) (a) , the county 

treasurer shall remit the surplus funds to the state 

treasurer for deposit to the state special revenue fund, 

state equalization aid account, immediately upon occurrence 

of a surplus balance and each subsequent month thereafter, 

with any final remittance due no later than June 20 of the 

fiscal year for which the levy has been set. 

(cl If revenue from the basic levy prescribed by this 

section when combined with the other revenue from subsection 

(2) is insufficient to fully fund the percentage determined 

in 20-9-347(1J(b) and the county is eligible for an 

apportionment of state equalization aid under the provisions 

of 20-9-347(l)(c), the county superintendent shall notify 

the superintendent of public instruction of the deficiency. 

The superintendent of public instruction shall increase the 

state equalization aid payments to the districts in the 

affected county to offset the deficiency. A payment may not 

be made under this subsection (c) that allows a district to 

receive foundation program funding in excess 

foundation program amount of the district. 

of the 

(2) The revenue realized from the county's portion of 

the levy prescribed in this section and the revenue from the 
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following sources must be used for the equalization of the 

high school district foundation programs of the county as 

prescribed in 20-9-334, and a separate accounting must be 

kept of the revenue by the county treasurer in accordance 

with 20-9-212{1): 

{a} any money remaining at the end of the immediately 

preceding school fiscal year in the county treasurer's 

accounts for the various sources of revenue established in 

this section; 

(b) any federal or state money distributed to the 

county as payment in lieu of property taxation, including 

feaeral torest reserve funds allocated under the provisions 

of 17-3-213; 

(c) gross proceeds taxes from coal under 15-23-703; 

(d) net proceeds taxes for ±n~~r±m-p~odtle~±o"--a~d new 

production, as defined in 15-23-601, and local government 

severance taxes on any other production occurring after 

December 31, 19B8; a~d 

(e) anticipated revenue from property taxes and fees 

imposed under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 

61-3-537, and 67-3-204.'' 

Section 11. Section 20-10-144, MCA, is amended to read: 

•20-10-144. Computation of revenues and net tax levy 

requirements for lhe transportation fund budget. Before the 

fourlh Mo11day of July and in accordance with 20-9-123, the 
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county superintendent shall compute the revenue available to 

finance the transportation fund budget of each district. The 

county superintendent shall compute the revenue for each 

district on the following basis: 

{l) The ••schedule amount" of the preliminary budget 

expenditures that is derived from the rate schedules in 

20-10-141 and 20-10-142 must be determined by adding the 

following amounts: 

(a) the sum of the maximum reimbursable expenditures 

for all approved school bus routes maintained by the 

district (to determine the maximum reimbursable expenditure, 

multiply the applicable rate per bus mile by the total 

number of miles to be traveled during the ensuing school 

fiscal year on each bus route approved by the county 

transportation committee and maintained by such district); 

plus 

(b) the total of all individual transportation per diem 

reimbursement rates for the district as determined from the 

contracts submitted by the district multiplied by the number 

of pupil-instruction days scheduled for the ensuing school 

attendance yeari plus 

(c) any estimated costs for supervised home study or 

supervised correspondence study for the ensuing school 

fiscal year; plus 

(d) the amount budgeted on the preliminary budget for 
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the contingency amount permitted in 20-10-143, except if the 

amount exceeds 10~ of the total of subsections (l}(a), 

(l)(b), and (l)(c} or $100, whichever is larger, the 

contingency amount on the preliminary budget must be reduced 

to the limitation amount and used in this determination of 

the schedule amount. 

(2) The schedule amount determined in subsection (1) or 

the total preliminary transportation fund budget, whichever 

is smaller, is divided by 3 and the resulting one-third 

amount is used to determine the available state and county 

revenue to be budgeted on the following basis: 

(a} the resulting one-third amount is the budgeted 

state transportation reimbursement, except that the state 

transportation reimbursement for the transportation of 

special education pupils under the provisions of 20-7-442 

must be two-thirds of the schedule amount attributed to the 

transportation of special education pupils; 

(b) the resulting one-third amount, except as provided 

for joint elementary districts in subsection (2){e), is the 

budgeted county transportation reimbursement for elementary 

districts and must be financed by the basic county tax under 

the provisions of 20-9-334: 

(c) the resulting one-third amount multiplied by 2 is. 

the budgeted county transportation reimbursement amount for 

high school districts financed under the provisions of 
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subsection (5), except as provided for joint high school 

districts in subsection (2)(e), and except that the county 

transportation reimbursement for the transportation of 

special education pupils under the provisions of 20-7-442 

must be one-third of the schedule amount attributed to the 

transportation of special education pupils; 

(d) when the district has a sufficient amount of cash 

for reappropriation and other sources of district revenue, 

as determined in subsection {3), to reduce the total 

district obligation for financing to zero, any remaining 

amount of district revenue and cash reappropriated must be 

used to reduce the county financing obligation in subsection 

(2}(b} or (2)(c} and, if the county financing obligations 

are reduced to zero, to reduce the state financial 

obligation in subsection (2)(a}: and 

(e) the county revenue requirement for a joint 

district, after the application of any district money under 

subsection (2}(d), must be prorated to each county 

incorporated by the joint district in the same proportion as 

the ANB of the joint district is distributed by pupil 

residence in each county. 

(3) The total of the money available for the reduction 

of property tax on the district for the transportation fund 

must be determined by totaling: 

(a) a11ticipated federal money received under the 
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provisions of Title I of Public Law 81-874 or other 

anticipated federal money received in lieu of that federal 

act; plus 

(b) anticipated payments from other districts for 

providing school bus transportation services for the 

district; plus 

(c) anticipated payments from a parent or guardian for 

providing school bus transportation services for his child; 

plus 

(d) anticipated or reappropriated interest to be earned 

by the investment of transportation fund cash in accordance 

with the provisions of 20-~-213(4); p~u~ 

(e) anticipated or reappropriated revenue from property 

taxes and fees imposed under 23-2-517, 23-2-803, 

61-3-504(2), 61-3-521, 61-3-537, and 67-3-204; plus 

(f) gross proceeds taxes from coal under 15-23-703: 

plus 

(g) net proceeds taxes for ±ft~erim-proOttet±~n--and new 

productionr as defined in 15-23-601r and local government 

severance taxes on any other production occurring after 

December 31, 1988; plus 

(h) any other revenue anticipated by the trustees to be 

earned during the ensuing school fiscal year which may be 

used to finance the transportation fund; plus 

( i) any cash available for reappropriation as 
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determined by subtracting the amount of the end-of-the-year 

cash balance earmarked as the transportation fund cash 

reserve for the ensuing school fiscal year by the trustees 

from the end-of-the-year cash balance in the transportation 

fund. The cash reserve may not be more than 20% of the final 

transportation fund budget for the ensuing school fiscal 

year and is for the purpose of paying transportation fund 

warrants issued by the district under the final 

transportation fund budget. 

(4) The district levy requirement for each district's 

transportation fund must be computed by: 

(a) subtracting the schedule amount calculated in 

subsection (1) from the total preliminary transportation 

budget amount and, foe an elementary districtr adding the 

difference to the district obligation to finance one-third 

of the schedule amount as determined in subsection (2); and 

(b) subtracting the amount of money available to reduce 

district, as determined in the property tax on 

subsection (3), from 

the 

the amount determined in subsection 

( 4 )(a). 

(5) The county levy requirement for the financing of 

the county transportation reimbursement to high school 

districts is computed by adding all requirements for all the 

high school districts of the county, including the county's 

obligation for reimbursements in joint high school 
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( 6) The transportation fund levy requirements 

determined in subsection (4) for each district and in 

subsection ( 5) for the county must be reported to the county 

commissioners on the second Monday of August by the county 

superintendent as the transportation fund levy requirements 

for the district and for the county, and the levies must be 

made by the county commissioners in accordance with 

9 20-9-142." 

10 NEW SECTION. Section 12. Effective date. [This act] is 

11 effective on passage and approval. 

-End-
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SENATE BILL NO. 86 

INTRODUCED BY ECK 

BY REQUEST OF THE DEPARTMENT OF REVENUE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO CLARIFY THE TAXATION 

OF OIL AND NATURAL GAS BY DELETING OBSOLETE REFERENCES TO 

INTERIM PRODUCTION; 

PRODUCTION, AMENDING 

15-23-607, 15-23-603, 

CLARIFYING THE ALLOCATION OF NEW 

SECTIONS 15-23-601, 15-23-602, 

15-23-6.13, 15-23-621, 15-36-101, 

20-9-141, 20-9-331, 20-9-333, AND 20-10-144, MCA; 

PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

AND 

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

Section 1. Section 15-23-601, MCA, is amended to read: 

"15-23-601. Definitions. As used in this part, the 

following definitions apply: 

(1) NExcise tax" means the windfall profit tax on 

domestic crude oil imposed by Title I of the federal Crude 

Oil Windfall Profit Tax Act of 1980, as enacted or as 

amended. 

tit--ufnterim---produetionB---mean~--the--produetion--or 

na~ttral-gas,-petro¼ettm,-or-other-erttde-or-minera¼--o±l--from 

any-weii-that~ 

tat--has--not--prodtteed-natttrai-gas,-petrolettm,-or-oCher 

erude--or--minertt¼--oi~--dttrin~--the--5--years---invnt ~iate¼y 

~n• 1'9.,,.,,., <••~" 
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preeeding-the-first-month-ef-¼nterim-predttetion7-and 

tbt--began--interim--prodttetion-after-attne-38,-19857-and 

before-Aprii-i,-i98T, 

t3till. The term 11 new production 11 means the production 

of natural gas, petroleum, or other crude or mineral oil 

from any well-:-

tat DRILLED AFTER JUNE 30, 1985, that has not produced 

natural gas, petroleum, or other crude or mineral oil during 

the 5 years immediately preceding the first month of 

qualified new productic~;-and 

tbt--on--whieh-the-notifieation-req~ired-in-15-36-iiitit 

wtt:~-~¼ven. 

t4t.i.ll The terms 11 operator" and "producer" mean any 

person who engages in the business of drilling for, 

extracting, or producing any natural gas, petroleum, or 

other crude or mineral oil. 

f5t.1.!l The term 11 well 11 includes each single well or 

group of wells, including dry wells, in one field or 

production unit and under the control of one operator or 

producer." 

Section 2. Section 15-23-602, MCA, is amended to read: 

"15-23-602. Statement of sales proceeds on i~terim 

~redtte~ion-and new production~ (1) As provided in subsection 

(2), each operator or producer of iftterim-p~odtletto~- e~ new 

production of natural gas, petroleum, or other crude or 

-2-
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mineral oil shall make out and deliver to the department of 

revenue a statement of the gross sales proceeds of i~~~riffl 

predttetien-e~ new production of natural gas, petroleum, or 

other crude or mineral oil from each well owned or worked by 

the person. The gross sales proceeds must be determined by 

multiplying the units of production sold from the well times 

the royalty unit value of that production at the well. The 

statement must be in the form prescribed by the department 

and must be verified by the Jath of the operator or producer 

or the manager, superintendent, agent, 

vice-president of the corporation, 

president, 

association, 

partnership. The statement must show the following: 

or 

or 

(a) the name and address of the operator, together with 

a list in duplicate of the names and addresses of any 

persons owning or claiming any royalty interest in the 

production from the well or the proceeds derived from the 

sale of the production, and the amount paid or yielded as 

royalty to each of those persons during the period covered 

by the statement; 

(b) the description and location of the well: 

(c) the number of cubic feet of natural gas, barrels of 

petroleum or other crude or mineral oil sold from the well 

during the period covered by the statement; and 

(dJ the gross sales proceeds in dollars and cents or, 

in the- case of sales between parties not acting at arm's 
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length, the greater of the gross sales proceeds from or the 

fair market value of the products solde 

(2) Each operator having inte~im--prod~etion--or new 

production as defined in 15-23-601 shall, on or before the 

last day of the months of October, January, April, and July, 

make out and deliver to the department of revenue a 

statement of the gross sales proceeds of the ¼nC~r¼m 

prod~ction-or new production from each well owned or worked 

by the person during the preceding calendar quarter. The 

statement must be in the form prescribed by the department 

and verified as provided in subsection (1). The statement 

must show the information required in subsections (l)(a} 

through (l)(d)." 

Section 3. Section 15-23-603, MCA, is amended to read: 

"15-23-603. Net proceeds how computed. (1) As 

pcovided in subsection (2), the department of revenue shall 

calculate and compute from the returns the gross sales 

proceeds of the product yielded from the well for the year 

covered by the statement and shall calculate the net 

proceeds of the well yielded to the producer, which net 

proceeds are determined by subtracting from the gross sales' 

proceeds of the well all royalty paid in cash by the 

operator or producer and the gr·oss value of all royalty 

apportioned in kind by the opera-tor or producer determined 

by using as- the value of a barrel of oil or a- clibic foot of· 
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gas the average selling price for the calendar year of a 

barrel of oil or a cubic foot of gas from the well out of 

which the royalty was paid, 

(2) For interim--prodHetion--or new production, net 

proceeds are the equivalent of the gross sales proceeds, 

without deduction for excise taxes, of the product yielded 

from the well for the quarter covered by the statement, 

except that in computing the total number of barrels of 

petroleum and other mineral or crude oil or cubic feet of 

natural gas produced, there must be deducted so much of the 

product as is used in the operation of the well from which 

the petroleum or other mineral or crude oil or natural gas 

is produced for pumping the petroleum or other mineral or 

crude oil or natural gas from the well to a tank or 

pipeline. 

(3) In the statement of sales proceeds required under 

15-23-602 for lease or unitized areas from which iftCerim--or 

new production and other production have been sold, the 

number of barrels of ¼fttertm-aftd new production of oil or 

Cubic feet of ift~erim--er new production of gas must be 

segregated from and stated separately from the number of 

barrels of other production of oil or cubic feet of other 

production of gas. 

(4) In calculating the deduction for money expended for 

necessary chemical supplies needed and used in a tertiary 
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recovery project approved by the department of revenue, as 

provided in 15-36-101, the department shall require that the 

necessary chemical supplies, which include but are not 

limited to carbon dioxide supplies, be amorti2ed over a 

10-year period beginning with the year in which the money 

was expended. 11 

Section 4. Section 15-23-607, MCA, is amended to read: 

•is-23-607. County assessors to compute taxes. (1) 

Immediately after the board of county commissioners has 

fixed tax levies on the second Monday in August, the county 

assessor shall, subject to the provisions of 15-23-612, 

compute the taxes on net proceeds, as provided in subsection 

(2) of this section, and royalty assessments and shall 

deliver the book to the county treasurer on or before 

September 15. The county treasurer shall proceed to give 

full notice of the assessments to the operator and shall 

collect the taxes as provided by law. 

(2} Par ineerim--predtteeion--er new production, as 

defined in 15-23-601, the county assessor may not levy or 

assess any mills against the value of the iftterim-~redttetion 

or new production, but shall instead levy a tax as follows: 

(a} for inter±m--p~odttetion--er new production of 

petroleum or other mineral or crude oil, 7\ of net proceeds, 

as described in 15-23-603(2); or 

(b) for interim-prodtle~ion-o~ new production of natural 
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gas, 12\ of net proceeds, as described in 15-23-603(2). 

(3) The amount of tax levied in subsections (2)(a) and 

(2)(b), divided by the appropriate tax rate and multiplied 

by 60\, must be treated as taxable value for county bonding 

purposes. 

(4) The taxable value of net proceeds for the purpose 

of computing guaranteed tax base aid for schools is the 

amount of tax received by a district in the previous year 

divided by the number of mills levied by the district in the 

previous year, multiplied by 1,000. This amount must be 

added to the district, county, and statewide taxable value 

when computing guaranteed tax base aid under 20-9-368. 

(5) The operator or producer is liable for the payment 

of the taxes that, except as provided in 15-16-121, are 

payable by and must be collected from the operators in the 

same manner and under the same penalties as provided for the 

collection of taxes upon net proceeds of mines. Ho~ever, the 

operator may at his option withhold from the proceeds of 

royalty interest, eithe-r in kind or in money, an estimated 

amount of the tax to be paid by him upon the royalty or 

royalty interest. After the withholding, any deviation 

between the estimated tax and the actual tax may be 

accounted for by adjusting subsequent withholdings ftOftl the 

proceeds of royalty interests." 

Section 5. Section 15-23-613, MCA, is amended to read: 
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"15-23-613. Disposition of ¼ftteria-prodttetieft--aftd new 

production tazes. The county treasurer shall credit all 

taxes on ¼nt!~riffl-pt-cdt1c"eien-artd: new production, as provided 

for in 15-23-607, in the relative proportions required by 

the levies for state, county, school district, and municipal 

purposes in the same manner as property taxes were 

distributed in the year preceding the budget year." 

Section 6. Section 15-23-621, MCA, is amended to read: 

"15-23-621. Allocation of new production. (1) If a 

lease has production that does not qualify for new er 

interim production and a-prodtte¼ft,-well-is-eomp¼eted-on-the 

lease-after--~eember--3¼,--¼986 HAS NEK PRODUCTION, the 

allocation of the new production must be based on the 

average daily production per well. The average daily 

production per well must be determined by dividing the total 

production for the quarter by the number of vell production 

days for the quarter. 

(2) ~he EXCEPT AS PROVIDED IN SUBSECTION (41, THE 

number of well production days for the quarter is the sum of 

the number of completed wells on the first day of the 

quarter times the n-ber of days in the quarter plus the 

ndber of days from the date of compH>tion of any well■ 

during the quarter to the end of the quarter. llew production 

for the quarter must then be calculated by multiplyiq tlul 

average daily production per well times tltt!! nllfllber of well-$ 
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eemp¼eted-after-Beeember-3¼7-¼9867 PRODUCING NEW PRODUCTION 

times the number of production days attributed to those 

wells for the quarter. The value of the production must be 

based on the average price received for the production for 

the quarter. 

(J) Average daily production, well production days, and 

average price must be calculated each quartera 

(4) SUBSECTIONS (1) THROUGH (3) DO NOT APPLY TO A WELL 

PRODUCING NEW PRODUCTION FROM A LEASE THAT HAS PRODUCTION 

THAT DOES NOT QUALIFY FOR NEW PRODUCTION IF THE ACTUAL ~EW 

PRODUCTION FROM THE WELL CAN BE DETERMINED IN A VERIFIABLE 

MANNER." 

Section 7. Section 15-36-101, MCA, is amended to read: 

•is-36-101. Definitions and rate of tax state 

severance tax local government severance tax 

assessment of nonworking interest owner -- exemption. (l} 

Every person engaging in or carrying on the business of 

producing petroleum, other mineral or crude oil, or natural 

gas within this state or engaging in or carrying on the 

business of owning, controlling, managing, leasing, or 

operating within this state any well or wells from which any 

merchantable or marketable petroleum, other mineral or crude 

oil, or natural gas is extracted or produced shall, except 

as provided in 15-36-121, each year when engaged in or 

carrying on the business in this state pay to the department 
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of revenue a state severance tax for the exclUsive use and 

benefit of the state of Montana plus a local government 

severance tax in lieu of a tax on net proceeds for the 

exclusive use and benefit of local government. Except as 

provided in subsection (3), the state severance tax and the 

local government severance tax are as fallows: 

(a) except as provided in subsections (l)(b), (l)(c), 

and (l)(d), a 5% state severance tax on the total gross 

taxable value of all the petroleum and other mineral or 

.::rJ.Ce :::1 produced by the person, plus the local government 

severance tax of 8.4% on the gross taxable value of all the 

petroleum and other mineral or crude oil produced by the 

person other than ift~erim--prorlttetteft-a~d new production, 

from each lease or unit; but in determining the amount of 

the state severance tax and local government severance tax, 

there must be excluded from consideration all petroleum or 

other crude or mineral oil produced and used by the person 

during the year in connection with his operations in 

prospecting for, developing, and producing the petroleum or 

crude or mineral oil; 

(b) a 2.65% state severance tax on the total gross 

taxable value of all natural gas produced by the person, 

plus the local government severance tax of 15.25% on the 

total gross taxable value of all natural gas produced by the 

person other than interim-produet¼on-or new production, from 
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each lease or unit; but in determining the amount of the 

state severance tax and the· local government severance tax, 

there must be excluded from conside-ration all gas produced 

and us-ed by the person during the year in connection with 

his operations in prospectinq for, developing, and producing 

the gas or petroleum or crude or mineral oil; and there must 

also be excluded from consideration a.11 gas, including 

carbon dioxide gas., recycled or reinjected into the ground; 

(c) a 2.5% state severance tax: on the total gross 

taxable value of the incremental petroleum and other mineral 

o-r crude oil produced by the person, plus the local 

governme·nt severance ta·x of 5% on the 

value of the i ncreme.n t.al petroleum 

crude oil produced by the person 

total gross taxable 

and other mineral or 

other than ¼nte,ri-m 

prodttction--a:nd new productionr from each lease or unit in a 

tertiary recovery project after July 1, 1985. For pu.rposes 

of this sectionr a tertia·ry recovery project must meet the 

following req.u-irements: 

(i) the project must be approved as a tertiary recovery 

project by the depa-rtment of revenue. The approval may be 

extended only after notice a,nd hea·ri.ng in accordance with 

Title· 2, ehapte1e 4. 

(ii) the property to be a,ffec-ted by the pre,ject must be 

adequately delineated accord1ng to the spec:ifications 

~equired b'l' the departmen-t; and 
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(iii) the project must involve the application of one or 

more tertiary recovery methods that can reasonably be 

expected to result in an increase, determined by the 

department to be significant in light of all the facts and 

circumstances, in the amount of crude oil which may 

potentially be recovered. For purposes of thi.s section, 

tertiary recovery methods include but are not limited to: 

(A) miscible fluid displacement; 

(B) steam drive injection; 

(C) micellar/emulsion flooding; 

(D} in situ combustion; 

(E) 

( F) 

(G) 

polymer augmented watec flooding; 

cyclic steam injection; 

alkaline or caustic flooding; 

(H) carbon dioxide water flooding; 

{I) immiscible carbon dioxide displacement; or 

(J) any other method approved b'l' the department as a 

tertiary recovery method. 

(d) a. 5% local government severa.nce tax on the total 

gross taxable value of all petroleum and other mineral or 

crude oil produced by the person other than int:er-¼m-a-nd new 

production produced by a strippe,- well, - de.fined in 

15-36.-121. 

(_2) For purposes of this section., the- te--rm 11 inc.remental 

petroleum and other mineral o,r crude oil" meaa:·s the amo.unt 
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of oil, as determined by the department of revenue, ta be in 

excess of what would have been produced by primary and 

secondary methods. The determination arrived at by the 

department must be made only after notice and hearing and 

shall specify through the life of a tertiary project, 

calendar year by calendar year, the combined amount of 

primary and secondary production that must be used to 

establish the incremental production from each lease or unit 

in a tertiary recovery project. 

(3) (a) A local government severance cax is imposed on 

the gross value paid in cash or apportioned in kind to a 

nonworking interest owner by the operator or producer of 

extracted marketable petroleum, other mineral or crude oil, 

or natural gas subject to local government severance taxes 

imposed under this chapter. The local government severance 

tax on nonworking interest owners is computed at the 

following rates: 

(i) 12,5% on the gross value paid in cash or 

apportioned in kind to a nonworking interest owner by the 

operator or producer of extracted marketable petroleum and 

other mineral or crude oil; 

(ii) 15,25% on the gross value paid in cash or 

apportioned in kind to a nonworking interest owner by the 

operator or producer of extracted or marketable natural gas. 

(b) The amounts paid or apportioned in kind to 
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nonworking interest owners are exempt from the local 

government severance taxes imposed under 15-36-121(2) and 

under subsections (l)(a) through (l)(d) of this section. 

(4) Nothing in this part may be construed as requiring 

laborers or employees hired or employed by any person to 

drill any oil or natural gas well or to work in or about any 

oil or natural gas well or prospect or explore for or do any 

work for the purpose of developing any petroleum, other 

mineral or crude oil, or natural gas to pay the severance 

tax, nor ~~y ~ork dor.e or the d~illing of a well or we21s 

for the purpose of prospecting or exploring for petroleum, 

other mineral or crude oil, or natural gas or for the 

purpose of developing them be considered to be the engaging 

in or carrying on of the business. If, in the doing of any 

work, in the drilling of any oil or natural gas well, or in 

prospecting, exploring, or development work, any 

merchantable or marketable petroleum, other mineral or crude 

oil, or natural gas in excess of the quantity required by 

the person for carrying on the operation is produced 

sufficient in quantity to justify the marketing of the 

petroleum, other mineral or crude oil, or natural gas, the 

work, drilling, prospecting, exploring, or development work 

is considered to be the engaging in and carrying on of the 

business of producing petroleum, other mineral or crude oil, 

or natl1ral gas within this state within the meaning of this 
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section. 

(5) Every person required to pay the state or local 

government severance tax under this section shall pay the 

tax in full for his own account and for the account of each 

of the other owner or owners of the gross proceeds in value 

or in kind of all the marketable petroleum or other mineral 

or crude oil or natural gas extracted and produced, 

including owner or owners of working interest, royalty 

interest, overriding royalty interest, carried working 

interest, net proceeds interest, production payments, and 

all other interest or interests owned or carved out of the 

total gross proceeds in value or in kind of the extracted 

marketable petroleum or other mineral or crude oil or 

natural gas, except that any of the interests that are owned 

by the federal, state, county, or municipal governments are 

exempt from taxation under this chapter. Unless otherwise 

provided in a contract or lease, the pro rata share of any 

royalty owner or owners will be deducted from any 

settlements under the lease or leases or division of 

proceeds orders or other contracts, 

(6) For purposes of this section, the following 

definitions apply: 

(aJ 11 Gross taxable value" means the gross value of the 

product as determined in 15-36-103 less the gross value paid 

in cash or apportioned in kind to a nonworking interest 
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owner by the operator or producer of extracted marketable 

petroleum, other mineral or crude oil, or natural gas. 

(b) "Nonworking interest owner" means any interest 

owner who does not share in the development and operation 

costs of the lease or unit." 

Section 8. Section 20-9-141, MCA, is amended to read: 

•20-9-141. Computation of general fund net levy 

requirement by county superintendent. (1) The county 

superintendent shall compute the levy requirement for each 

district's general fund on the basis of the following 

procedure: 

(a) Determine the funding required for the district's 

final general fund budget less the amount established by the 

schedules in 20-9-316 through 20-9-321 by totaling: 

(i) the district's nonisolated school foundation 

program requirement to be met by a district levy as provided 

in 20-9-303; and 

(ii) any additional general fund budget amount adopted 

by the trustees of the district under the provisions of 

20-9-353, including any additional levies authorized by the 

electors of the district. 

(b) Determine the money available for the reduction of 

the property tax on the district for the general fund by 

totaling: 

(i) anticipated federal money received under the 
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provisions of Title I of Public Law 81-874 or other 

anticipated federal money received in lieu of that federal 

act; 

(ii) anticipated tuition payments for out-of-district 

pupils under the provisions of 20-5-303, 20-5-307, 20-5-312, 

and 20-5-313; 

(iii) general fund cash reappropriated, as established 

under the provisions of 20-9-104; 

(iv) anticipated or reappropriated state impact aid 

received under the provisions ~f 20-9-304; 

{v) anticipated or reappropriated revenue from property 

taxes and fees imposed under 23-2-517, 23-2-803, 

61-3-504(2), 61-3-521, 61-3-537, and 67-3-204; 

(vi) anticipated net proceeds taxes for ¼n~erirn 

~rodtteCion-and new production, as defined in 15-23-601: 

(vii) anticipated revenue from local government 

severance taxes as provided in 15-36-112; 

{viii) anticipated revenue from coal gross proceeds 

under 15-23-703; 

(ix) anticipated interest to be earned or reappropriated 

interest earned by the investment of general fund cash in 

accordance with the provisions of 20-9-213(4); 

(x) anticipated revenue from corporation license taxes 

collected from financial institutions under the provisions 

of 15-31-702; and 
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(xi) any other revenue anticipated by the trustees to be 

received during the ensuing school fiscal year which may be 

used to finance the general fund. 

(c) Subtract the money available to reduce the property 

tax required to finance the general fund that has been 

determined in subsection (l)(b) from the total requirement 

determined in subsection (l)(a). 

(2) The net general fund levy requirement determined in 

subsection (l)(c) must be reported to the county 

co~missio~ers on the second Monday of August by the county 

superintendent as the general fund levy requirement for the 

district, and a levy must be made by the county 

commissioners in accordance with 20-9-142." 

Section 9. section 20-9-331, MCA, is amended to read: 

•20-9-331. Basic county tax and other revenues for 

county equalization of the elementary district foundation 

program. (1) The county commissioners of each county shall 

levy an annual basic tax of 33 mills on the dollar of the 

taxable value of all taxable property within the county, 

except for property subject to a tax or fee under 23-2-517, 

23-2-803, 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204, for 

the purposes of local and state foundation program support. 

The revenue collected.from this levy must be apportioned to 

the support of the foundation programs of the elementary 

school districts in the county and to the state special 

-18- SB 86 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

l2 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0086/03 

revenue fund, state equalization aid account, in the 

following manner: 

(a) In order to determine the amount of revenue raisej 

by this levy which is retained by the county, the sum of the 

estimated revenue identified in subsection (2) must be 

subtracted from the total of the foundation programs of all 

elementary districts of the county. 

(b) If the basic levy prescribed by this section 

produces more revenue than is required to finance the 

difference determined in subsection (l)(a), the county 

treasurer shall remit the surplus funds to the state 

treasurer for deposit to ~~e s~ate s~ecial revenue fund, 

state equalization aid account, immediately upon occurrence 

of a surplus balance and each subsequent month thereafter, 

with any final remittance due no later than June 20 of the 

fiscal year for which the levy has been set. 

(c) If revenue from the basic levy prescribed by this 

section when combined with the other revenue from subsection 

(2) is insufficient to fully fund the percentage determined 

in 20-9-347(l)(b) and the county is eligible for an 

apportionment of state equalization aid under the provisions 

of 20-9-347(l)(c), the county superintendent shall notify 

the superintendent of public instruction of the deficiency. 

The superintendent of public instruction shall increase the 

state equalization aid payments to the districts in the 
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affected county to offset the deficiency. A payment may not 

be made under this subsection (c) that allows a district to 

receive foundation program funding in excess 

foundation program amount of the district. 

of the 

(2) The revenue re~lized from the county's portion of 

the levy prescribed by this section and the revenue from the 

following sources must be used for the equalization of the 

elementary district foundation programs of the county as 

prescribed in 20-9-334, and a separate accounting must be 

Kept of the revenue by the county treasurer in accordance 

with 20-9-212(1): 

(a) the portion of the federal Tayler Grazing Act funds 

distributed to a county and designated for the common school 

fund under the provisions of 17-3-222; 

(bl the portion of the federal flood control act funds 

distributed to a county and designated for expenditure for 

the benefit of the county common schools 

provisions of 17-3-232; 

under the 

(c} all money paid into the county treasury as a result 

of fines for violations of law, except money paid to a 

justice 1 s court, and the use of which is not otherwise 

specified by law; 

(d) any money remaining at the end of the immediately 

preceding school fiscal year in the county treasurer's 

accounts for the various sources of revenue established or 
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referred to in this section; 

(e) any federal or state money distributed to the 

county as payment in lieu of property taxation, including 

federal forest reserve funds allocated under the provisions 

of 17-3-213; 

(f) gross proceeds taxes from coal under 15-23-703; 

(g) net proceeds taxes for ±ftt~rim-prodttet±on-and new 

production, as defined in 15-23-601, and local government 

severance taxes on any other production occurring after 

December 31, 1988; and 

(h) anticipated revenue from property taxes and fees 

imposed under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 

61-3-537, and 67-3-204." 

Section 10. Section 20-9-333, MCA, is amended to read: 

•20-9-333. Basic special levy and other revenues for 

county equalization of high school district foundation 

program. (l) The county commissioners of each county shall 

levy an annual basic special tax for high schools of 22 

mills on the dollar of the taxable value of all taxable 

property within the county, except for property subject to a 

tax or fee under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 

61-3-537, and 67-3-204, for the purposes of local and state 

foundation program support. The revenue collected from this 

levy must be apportioned to the support of the foundation 

programs of high school districts in the county and to the 

-21- SB 86 

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 

SB 0086/03 

state special revenue fund, state equalization aid account, 

in the following manner: 

(a) In order to determine the amount of revenue raised 

by this levy which is retained by the county, the sum of the 

estimated revenue identified in subsection (2) must be 

subtracted from the sum of the county's high school tuition 

obligation and the total of the foundation programs of all 

high school districts of the county. 

(b) If the basic levy prescribed by this section 

produces !!'.c-re !"evenue than is required to finance the 

difference determined in subsection (l)(a), the county 

treasurer shall remit the surplus funds to the state 

treasurer for deposit tv the state special revenue fund, 

state equalization aid account, immediately upon occurrence 

of a surplus balance and each subsequent month thereafter, 

with any final remittance due no later than June 20 of the 

fiscal year for which the levy has been set. 

{c) If revenue from the basic levy prescribed by this 

section when combined with the other revenue from subsection 

(2) is insufficient to fully fund the percentage determined 

in 20-9-347(l)(b) and the county is eligible for an 

apportionment of state equalization aid under the provisions 

of 20-9-347(l)(c), the county superintendent shall notify 

the supe~i11tendent of public instruction of the deficiency. 

The sup~rintendent of public instruction shall increase the 
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state equalization aid payments to the districts in the 

affected county to offset the deficiency. A payment may not 

be made under this subsection (c) that allows a district to 

receive foundation program funding in excess 

foundation program amount of the district. 

of the 

(2) The revenue realized from the county's portion of 

the levy prescribed in this section and the revenue from the 

fallowing sources must be used for the equalization of the 

high school district foundation programs of the county as 

prescribed in 20-9-334, and a separate accounting must be 

kept of the revenue by the county treasurer in accordance 

with 20-9-212(1): 

(a) any money remaining at the end of the immediately 

preceding school fiscal year in the county treasurer's 

accounts for the various sources of revenue established in 

this section; 

(b) any federal or state money distributed to the 

county as payment in lieu of property taxation, including 

federal forest reserve funds allocated under the provisions 

of 17-3-213; 

(c) gross proceeds taxes from coal under 15-23-703; 

(d) net proceeds taxes for ¼nter¼m-~~odttetion--snd new 

production, as defined in 15-23-601, and local government 

severance taxes on any other production occurring after 

December 31, 1988; and 
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(e} anticipated revenue from property taxes and fees 

imposed under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 

61-3-537, and 67-3-204." 

Section 11. Section 20-10-144, MCA, is amended to read: 

"20-10-144. Computation of revenues and net tax levy 

requirements for the transportation fund budget. Before the 

fourth Monday of July and in accordance with 20-9-123, the 

county superintendent shall compute the revenue available to 

finance the transportation fund budget of each district. The 

county superintendent shall compute the revenue for each 

district on the following basis; 

(1) The "schedule amount" of the preliminary budget 

expenditures that is derived from the rate schedules in 

20-10-141 and 20-10-142 must be determined by adding the 

following amounts: 

(a) the sum of the maximum reimbursable expenditures 

for all approved school bus routes maintained by the 

district (to determine the maximum reimbursable expenditure, 

multiply the applicable rate per bus mile by the total 

number of miles to be traveled during the ensuing school 

fiscal year on each bus route approved by the county 

transportation committee and maintained by such district); 

plus 

(b) the total of all individual transportation per diem 

reimbursement rates for the district as determined from the 

-24- SB 86 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0086/03 

contracts submitted by the district multiplied by the number 

of pupil-instruction days scheduled for the ensuing school 

attendance year; plus 

(c) any estimated costs for supervised home study or 

supervised correspondence study for the ensuing school 

fiscal year; plus 

(d) the amount budgeted on the preliminary budget for 

the contingency amount permitted in 20-10-143, except if the 

amount exceeds 10% of the total of subsections (l)(a), 

(l)(b), and (l)(c) or $100, whichever is larger, the 

contingency amount on the preliminary budget must be reduced 

to the limitation amount and used in this determination of 

the schedule amount. 

(2) The schedule amount determined in subsection (1) or 

the total preliminary transportation fund budget, whichever 

is smaller, is divided by 3 and the resulting one-third 

amount is used to determine the available state and county 

revenue to be budgeted on the following basis: 

(a) the resulting one-third amount is the budgeted 

·state transportation reimbursement, except that the state 

transportation reimbursement for the transportation of 

special education pupils under the provisions of 20-7-442 

must be two-thirds of the schedule amount attributed to the 

transportation of special education pupils; 

(b) the resulting one-third amount, except as provided 
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for joint elementary districts in subsection (2)(e), is the 

budgeted county transportation reimbursement for elementary 

districts and must be financed by the basic county tax under 

the provisions of 20-9-334; 

(c) the resulting one-third amount multiplied by 2 is 

the budgeted county transportation reimbursement amount for 

high school districts financed under the provisions of 

subsection (5), except as provided for joint high school 

districts in subsection (2)(e), and except that the county 

tra:-:.spcrtation reimbursement for the transportation of 

special education pupils under the provisions of 20-7-442 

must be one-third of the schedule amount attributed to the 

transportation of special education pupils; 

(d) when the district has a sufficient amount of cash 

for reappropriation and other sources of district revenue, 

as determined in subsection (3), to reduce the total 

district obligation for financing to zero, any remaining 

amount of district revenue and cash reappropriated must be 

used to reduce the county financing obligation in subsection 

(2)(b) or (2)(c) and, if the county financing obligations 

are reduced to zero, to reduce the state financial 

obligation in subsection (2)(a); and 

(e) the county revenue requirement for a joint 

district, after the application of any district money under 

subsection (2){d), must be prorated to each county 
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incorporated by the joint district in the same proportion as 

the ANB of the joint district is distributed by pupil 

residence in each county. 

(3) The total of the money available for the reduction 

of property tax on the district for the transportation fund 

must be determined by totaling: 

(a) anticipated federal money received under the 

provisions of Title I of Public Law 81-874 or other 

anticipated federal money received in lieu of that federal 

act; plus 

(b) anticipated payments from other districts for 

providing school bus transportation services for the 

district; plus 

(c) anticipated payments from a parent or guardian for 

providing school bus transportation services for his child; 

plus 

(d) anticipated or reappropriated interest to be earned 

by the investment of transportation fund cash in accordance 

with the provisions of 20-9-213(4); plus 

(e) anticipated or reappropriated revenue from property 

taxes and fees imposed under 23-2-517, 23-2-803, 

61-3-504(2), 61-3-521, 61-3-537, and 67-3-204; plus 

(f) gross proceeds taxes from coal under 15-23-703; 

plus 

(g) net proceeds taxes for i~t~~iffl-prodttet¼on--and new 
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production, as defined in 15-23-601, and local government 

severance taxes on any other production occurring after 

December 31, 1988; plus 

(h} any other revenue anticipated by the trustees to be 

earned during the ensuing school fiscal year which may be 

used to finance the transportation fund; plus 

(i) any cash available for reappropriatlon as 

determined by subtracting the amount of the end-of-the-year 

cash balance earmarked as the transportation fund cash 

reserve for the ensuing school fiscal year by the trustees 

from the end-of-the-year cash balance in the transportation 

fund. The cash reserve may not be more than 20\ of the final 

transportation fund budget for the ensuing school fiscal 

year and is for the purpose of paying transportation fund 

warrants issued by the district under the final 

transportation fund budget. 

(4) The district levy requirement for each district's 

transportation fund must be computed by: 

(a) subtracting the schedule amount calculated in 

subsection (l) from the total preliminary transportation 

budget amount and, far a·n elementary district, adding the 

difference to the district obligation to finance one-third 

of the schedule amount as determined in subsection (2); and 

(b) subtracting the amount of money available to reduce 

the property tax on the district, as determined in 
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l subsection (3), from the amount determined in subsection 

2 (4)(a). 

3 (5) The county levy requirement for the financing of 

4 the county transportation reimbursement to high school 

5 districts is computed by adding all requirements for all the 

6 high school districts of the county, including the county's 

7 obligation for reimbursements in joint high school 

8 districts. 

9 

10 

11 

12 

13 

14 

15 

(6) The transportation fund levy requirements 

determined in subsection ( 4) for each district and in 

subsection ( 5) for the county must be reported to the county 

commissioners on the second Monday of August by the county 

superintendent as the transportation fund levy requirements 

for the district and for the county, and the levies must be 

made by the county commissioners in accordance with 

16 20-9-142." 

17 NEW SECTION. Section 12. Effective date. (This act] is 

18 effective on passage and approval. 

-End-
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SENATE BILL NO. 86 

INTRODUCED BY ECK 

BY REQUEST OF THE DEPARTMENT OF REVENUE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO CLARIFY THE TAXATION 

OF OIL AND NATURAL GAS BY DELETING OBSOLETE REFERENCES TO 

INTERIM PRODUCTION: TO CLARIFY THE ALLOCATION OF NEW 

PRODUCTION; 

15-23-603, 

AMENDING 

15-23-607, 

SECTIONS 15-23-601, 15-23-602, 

15-23-613, 15-23-621, 15-36-101, 

20-9-141, 20-9-331, 20-9-333, AND 20-10-144, MCA; 

PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

AND 

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

Section 1. Section 15-23-601, MCA, is amended to read: 

•is-23-601. Definitions. As used in this part, the 

following definitions apply: 

{l) "Excise tax" means the windfall profit tax on 

domestic crude oil imposed by Title I of the federal Crude 

Oil Windfall Profit Tax Act of 1980, as enacted or as 

amended. 

tit--uin~er±m---p~edttc~ion~---mean9--the--predttet~en--o~ 

natttra¼-9as,-petre¼ettm,-or-et~er-erttde-or-m±nera¼--o±¼--frem 
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~reeed~n9-the-f±r~t-fflen~h-oE-tnteP±m-pPedttetien;-and 

tbt--began--¼nteP±m--predttet¼en-a£~er-dttne-387-%985y-and 

eerere-Apr±¼-t,-t98~~ 

t'3t11.l The term "new production 11 means the production 

of natural gas, petroleum, or other crude or mineral oil 

from any well-:-

tat DRILLED AFTER JUNE 30, 1985_, OR that has not 

produced natural gas, petroleum, or other crude or mineral 

oil during the 5 years immediately preceding the first month 

of qualified new production;-and 

fet--on-wn±en-tne-net±r±eat±on-reqtt±red-±n--±S-36-¼i¼txt 

was-g±,,en. 

t4t~ The terms "operator"' and "producer" mean any 

person who engages in the business of drilling for, 

extracting, or producing any natural gas, petroleum, or 

other crude or mineral oil. 

t5ti!l. The term "well" includes each single well or 

group of wells, including dry wells, in one field or 

production unit and under the control of one operator or 

producer." 

Section 2. Section 15-23-602, MCA, is amended to read: 

"15-23-602. Statement of sales proceeds on ±"t~r¼m 

prodttet±o"-and new production. {l) As provided in subsection 

(2), each operator or producer of ±"t~rim-prodne~±on-or new 

production of natural gas, petroleum, or other crude or 

-2- SB B6 
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mineral oil shall make out and deliver to the department of 

revenue a statemLnt of the gross sales proceeds of i"~erim 

~re~tte~¼eft--er new production of natural gas, petroleum, or 

other crude or mineral oil from each well owned or worked by 

the person. The gross sales proceeds must be determined by 

multiplying the units of production sold from the well times 

the royalty unit value of that production at the well. The 

statement must be in the form prescribed by the department 

and must be verified by the oath of the operator or producer 

or the manager, superintendent, agent, president, or 

vice-president of the corporation, association, or 

partnership. The statement must show the following: 

(a) the name and address of the operator, together with 

a list in duplicate of the names and addresses of any 

persons pwning er claiming any royalty interest in the 

production from the well or the proceeds derived from the 

sale of the production, and the amount paid or yielded as 

royalty to each of those persons during the period covered 

by the statement; 

(b) the description and location of the well; 

(c) the number of cubic feet of natural gas, barrels of 

petroleum or other crude or mineral oil sold from the well 

during the period covered by the statement; and 

(dl the gross sales proceeds in dollars and cents or, 

in the case of sales between parties not acting at arm's 
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length, the greater of the gross sales proceeds from or the 

fair market value of the products sold. 

(2) Each operator having in~e~im--pre~ttee¼en--er new 

production as defined in 15-23-601 shall, on or before the 

last day of the months of October, January, April, and July, 

make out and deliver to the department of revenue a 

statement of the gross sales proceeds of the *"~~rim 

p~odtte~¼e"--er new production from each well owned or worked 

by the person during the preceding calendar quarter. The 

statement must be in the form prescribed by the department 

and verified as provided in subsection (1). The statement 

must show the information required in subsections (l)(a) 

through (l)(d)." 

Section 3. Section 15-23-603, MCA, is amended to read: 

"15-23-603. Net proceeds how computed. ( l) As 

provided in subsection (2), the department of revenue shall 

calculate and compute from the returns the gross sales 

proceeds of the product yielded from the well for the year 

covered by the statement and shall calculate the net 

proceeds of the well yielded to the producer, which net 

proceeds are determined by subtracting from the gross sales 

proceeds of the well all royalty paid in cash by the 

operator or producer and the gross value of all royalty 

apportioned in kind by the operator or producer determined 

by using as the value of a barrel of oil or a cubic foot of 
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gas the average selling price for the calendar year of a 

barrel of oil or a cubic foot of gas from the well out of 

which the royalty was paid. 

(2} For ±nter±m--predttet±eft--or new production, net 

proceeds are the equivalent of the gross sales proceeds, 

without deduction for excise taxes, of the product yielded 

from the well for the quarter covered by the statement, 

except that in computing the total number of barrels of 

petroleum and other mineral or crude oil or cubic feet of 

natural gas produced, there must be deducted so much of the 

product as is used in the operation of the well from which 

the petroleum or other mineral or crude oil or natural gas 

is produced for pumping the petroleum or other mineral or 

crude oil or natural gas from the well to a tank or 

pipeline. 

{3) In the statement of sales proceeds required under 

15-23-602 for lease or unitized areas from which ±ftterim-o~ 

new production and other production have been sold, the 

number of barrels of inter~m-sftd new production of oil or 

cubic feet of ift~erim-or new production of gas must be 

segregated from and stated separately from the number of 

barrels of other production of oil or cubic feet of other 

production of gas. 

( 4) In calculating the deduction for money expended for 

necessary chemical supplies needed and used in a tertiary 
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recovery project approved by the department of revenue, as 

provided in 15-36-101, the department shall require that the 

necessary chemical supplies, which include but are not 

limited to carbon dioxide supplies, be amortized over a 

10-year period beginning with the year in which the money 

was expended." 

Section 4. Section 15-23-607, MCA, is amended to read: 

•15-23-607. County assessors to compute taxes. ( 1) 

Immediately after the board of county commissioners has 

fixed tax levies on the second Monday in August, the county 

assessor shall, subject to the provisions of 15-23-612, 

compute the taxes on net proceeds, as provided in subsection 

(2) of this section, and royalty assessments and shall 

deliver the book to the county treasurer on or before 

September 15. The county treasurer shall proceed to give 

full notice of the assessments to the operator and shall 

collect the taxes as provided by law. 

(2) For ift~~rim--predtte~ion--o~ new production, as 

defined in 15-23-601, the county assessor may not levy or 

assess any mills against the value of the in~er¼m-predtte~~en 

or new production, but shall instead levy a tax as follows: 

(a) for i~te~im---~rodtte~±on--o~ new production of 

petroleum or other mineral or crude oil, 7% of net proceeds, 

as described in 15-23-603(2); or 

{b) for i"~~r~m-prodttetien-or new production of natural 
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gas, 12\ of net proceeds, as described in 15-23-603(2). 

(3) The amou·1t of tax levied in subsections (2) (a) and 

(2)(b), divided by the appropriate tax rate and multiplied 

by 60\, must be treated as taxable value for county bonding 

purposes. 

(4) The taxable value of net proceeds for the purpose 

of computing guaranteed tax base aid for schools is the 

amount of tax received by a district in the previous year 

divided by the number of mills levied by the district in the 

previous year, multiplied by 1,000. This amount must be 

added to the district, county, and statewide taxable value 

when computing guaranteed tax base aid under 20-9-368. 

(5) The operator or producer is liable for the payment 

of the taxes that, except as provided in 15-16-121, are 

payable by and must be collected from the operators in the 

same manner and under the same penalties as provided for the 

collection of taxes upon net proceeds of mines. However, the 

operator may at his option withhold from the proceeds of 

royalty interest, either in kind or in money, an estimated 

amount of the tax to be paid by him upon the royalty or 

royalty interest. After the withholding, any deviation 

between the estimated tax and the actual tax may be 

accounted for by adjusting subsequent withholdings from the 

proceeds of royalty interests.'' 

Section 5. Section 15-23-613, MCA, is amended to t"ead: 
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•is-23-613. Disposition of in~erim-prodtteeion-and new 

production taxes. The county treasurer shall credit all 

taxes on in~~r¼m-prodtteeien-and new production, as provided 

for in 15-23-607~ in the relative proportions required by 

the levies for state, county, school district, and municipal 

purposes 1n the same manner as property taxes wet"e 

distributed in the year preceding the budget year." 

Section 6. Section 15-23-621, MCA, is amended to read: 

•15-23-621. Allocation of new production. (1) If a 

lease has production that does ~at qualify for new or 

tn~erim production and 8-prod~e±ng-we¼¼-±s-eomp¼eted-on--the 

leaae--efter--Beeember--~l.--¼986 HAS NEW PRODUCTION, the 

allocation of the new production must be based on the 

average daily production per well. The average daily 

production per well must be determined by dividing the total 

production for the quarter by the number of well production 

days for the quarter. 

(2) ~ne EXCEPT AS PROVIDED IN SUBSECTION (4), THE 

number of well production days for the quarter is the sum of 

the number of completed wells on the first day of the 

quarter times the number of days in the quarter plus the 

number of days fI"om the date of completion of any wells 

during the quarter to the end of the quarter. New production 

for the quarter must then be calculated by multiplying the 

average daily production per well times the number of wells 
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eompleted--a~ter-Beeember-317-1986, PRODUCING NEW PRODUCTION 

times the number of production days attributed to those 

wells for the quarter. The value of the production must be 

based on the average price received for the production for 

the quarter. 

(3) Average daily production, well production days, and 

average price must be calculated each quarter. 

ill SUBSECTIONS (1) THROUGH 13) DO NOT APPLY TO A WELL 

PRODUCING NEW PRODUCTION FROM A LEASE THAT HAS PRODUCTION 

THAT DOES NOT QUALIFY FOR NEW PRODUCTION IF THE ACTUAL NEW 

PRODUCTION FROK THE WELL CAN BE DETERMINED IN A VERIFIABLE 

MANNER." 

Section 7. 

"15-36-101. 

severance 

assessment 

taz 

of 

Section 15-36-101, MCA, is .amended to read: 

Definitions and rate of tax state 

government severance tax local 

nonworking interest owner -- exemption. ( 1) 

Every person engaging in or carrying on the business of 

producing petroleum, other mineral or crude oil, or natural 

gas within this state or engaging in or carrying on the 

business of owning, controlling, managing, leasing, or 

operating within this state any well or wells from which any 

merchantable or marketable p~troleum, other mineral or crude 

oil, or natural gas is extracted or produced shall, except 

as provided in 15-36-121, each year when engaged in or 

carrying on the business in this state pay to the department 
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of revenue a state severance tax for the exclusive use and 

benefit of the state of Montana plus a local government 

severance tax in lieu of a tax on net proceeds for the 

exclusive use and benefit of local government. Except as 

provided in subsection (3}, the state severance tax and the 

local government severance tax are as follows: 

{a} except as provided in subsections {l}(b), ll)(c), 

and (l)(d}, a 5% state severance tax on the total gross 

taxable value of all the petroleum and other mineral or 

crude oil produced by the person, plus the local government 

severance tax of 8.4% on the gross taxable value of all the 

petroleum and other mineral or crude oil produced by the 

person other than ¼nterim--predtte~ten--ana new production, 

from each lease or unit; but in determining the amount of 

the state severance tax and local government severance tax, 

there must be excluded from consideration all petroleum or 

other crude or mineral oil produced and used by the person 

during the year in connection with his operations in 

prospecting for, developing, and producing the petroleum or 

crude or mineral oil; 

(b) a 2.65% state severance tax on the total gross 

taxable value of all natural gas produced by the person, 

plus the local government severance tax of 15.25% on the 

total gross taxable value of all natural gas produced by the 

person other than i"~erim-pro8tte~±o~-er new production, from 
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each lease or unit; but in determining the amount of the 

state severance 1.ax and the local government severance tax, 

there must be excluded from consideration all gas produced 

and used by the person during the year in connection with 

his operations in prospecting for, developing, and producing 

the gas or petroleum or crude or mineral oil; and there must 

also be excluded from consideration all gas, including 

carbon dioxide gas, recycled or reinjected into the ground; 

(c) a 2.5\ state severance tax on the total gross 

taxable value of the incremental petroleum and other mineral 

or crude oil produced by the person, plus the local 

government severance tax of 5\ on the total gross taxable 

value of the incremental petroleum and other mineral or 

crude oil produced by the person other than i~~~r~m 

predtte~±en-end new production, from each lease or unit in a 

tertiary recovery project after July 1, 1985. For purposes 

of this section, a tertiary recovery project must meet the 

following requirements: 

(i} the project must be approved as a tertiary recovery 

project by the department of revenue. The approval may be 

extended only after notice and hearing in accordance with 

Title 2, chapter 4. 

(ii) the property to be affected by the project must be 

adequately delineated according to the specifications 

required by the department; and 
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{iii) the project must involve the application of one or 

more tertiary recovery methods that can reasonably be 

expected to result in an increase, determined by the 

department to be significant in light of all the facts and 

circumstances, in the amount of crude oil which may 

potentially be recovered. For purposes of this section, 

tertiary recovery methods include but are not limited to: 

(Al miscible fluid displacement; 

(B) steam drive injection; 

(C) micellar/emulsion flooding; 

(D) in situ combustion; 

(E) polymer augmented water flooding; 

(F) cyclic steam injection; 

(G) alkaline or caustic flooding; 

(H) carbon dioxide water flooding; 

(I) immiscible carbon dioxide displacement; or 

(J) any other method approved by the department as a 

tertiary recovery method. 

(d) a 5% local government severance tax on the total 

gross taxable value of all petroleum and other mineral or 

crude oil produced by the person other than ±"ter±m-8ftd new 

production produced by a stripper well, as defined in 

15-]6-121. 

(2) For purposes of this section, the term "incremental 

petroleum and other mineral or crude oil'' means the amount 
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of oil, as determined by the department of revenue, to be in 

excess of what would have been produced by primary and 

secondary methods. The determination arrived at by the 

department must be made only after notice and hearing and 

shall specify through the life of a tertiary project, 

calendar year by calendar year, the combined amount of 

primary and secondary production that must be used to 

establish the incremental production from each lease or unit 

in a tertiary recovery project. 

(3) ta) A local government severance tax is imposed on 

the gross value paid in cash or apportioned in kind to a 

nonworking interest owner by the operator or producer of 

extracted marketable petroleum, other mineral or crude oil, 

or natural gas subject to local government severance taxes 

imposed under this chapter. The local government severance 

tax on nonworking interest owners is computed at the 

following rates: 

(il 12.si 

apportioned in 

on the 

kind 

gross value paid in cash or 

to a nonworking interest owner by the 

operator or producer of extracted marketable petroleum and 

other mineral or crude oil; 

(ii) 15.25% on the gross value paid in cash or 

apportioned in kind to a nonworking interest owner by the 

operator or producer of extracted or marketable natural gas. 

(b) The amounts paid or apportioned in kind to 

-13- SB 86 

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 

SB 0086/04 

nonworking interest owners are exempt from the local 

government severance taxes imposed under 15-36-121(2) and 

under subsections (l)(a) through (l)(d) of this section. 

(4) Nothing in this part may be construed as requiring 

laborers or employees hired or employed by any person to 

drill any oil or natural gas well or to work in or about any 

oil or natural gas well or prospect or explore for or do any 

work for the purpose of developing any petroleum, other 

mineral or crude oil, or natural gas to pay the severance 

tax, 

for 

nor may work done or the drilling of a 'Well or wells 

the purpose of prospecting or exploring for petroleum, 

other mineral or crude oil, or natural gas or for the 

purpose of developing them be considered to be the engaging 

in or carrying on of the business. If, in the doing of any 

work, in the drilling of any oil or natural gas well, or in 

prospecting, exploring, or development work, any 

merchantable or marketable petroleum, other mineral or crude 

oil,. 

the 

or natural 

person for 

gas in excess of the quantity required by 

carrying on the operation is produced 

sufficient in quantity to justify the marketing of the 

petroleum, other mineral or crude oil, or natural gas, the 

work, drilling, prospecting, exploring, or development work 

is considered to be the engaging in and carrying on of the 

business of producing petroleum, other mineral or crude oil, 

0r natural gas within this state within the meaning of this 
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section. 

( 5) Every r,erson required to pay the state or local 

government severance tax under this section shall pay the 

tax in full for his own account and for the account of each 

of the other owner or owners of the gross proceeds in value 

or in kind of all the marketable petroleum or other mineral 

or crude ail or natural gas extracted and produced, 

including owner or owners of working interest, royalty 

interest, overriding royalty interest, carried working 

interest, net proceeds interest, production payments, and 

all other interest or interests owned or carved out of the 

total gross proceeds in value or in kind of the extracted 

marketable petroleum or other mineral or crude oil or 

natural gas, except that any of the interests that are owned 

by the federal, state, county, or municipal governments are 

exempt from taxation under this chapter. Unless otherwise 

provided in a contract or lease, the pro rata share of any 

royalty owner or owners will be deducted from any 

settlements under the lease or leases or division of 

proceeds orders or other contracts. 

(6) For purposes of this section, the following 

definitions apply: 

(a) "Gross taxable value" means the gross value of the 

product as determined in 15-36-103 less the gross value paid 

in cash or apportioned in kind to a nonworking interest 
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owner by the operator or producer of extracted marketable 

petroleum, other mineral or crude oil, or natural gas. 

(b) "Nonworking interest owner" means any interest 

owner who does not share in the development and operation 

costs of the lease or unit.•• 

Section 8. Section 20-9-141, MCA, is amended to read: 

•20-9-141. Computation of general fund net l.evy 

requirement by county superintendent. (1) The county 

superintendent shall compute the levy requirement for each 

district 1 s general fund on the basis of the following 

procedure: 

(a} Determine Che funding required for the district's 

final general fund budget less the amount established by the 

schedules in 20-9-316 through 20-9-321 by total.ing: 

(i) the district's non isolated school foundation 

program requirement to be met by a district levy as provided 

in 20-9-303; and 

(ii) any additional general fund budget amount adopted 

by the trustees of the district under the provisions of 

20-9-353, including any additional levies authorized by the 

electors of the district. 

(b} Determine the money available for the reduction of 

the property tax on the district for the general fund by 

totaling: 

( i) anticipated federal money received under the 
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provisions of Title I of Public Law 81-874 or other 

anticipated federal money received in lieu of that federal 

act; 

{ii) anticipated tuition payments for out-of-district 

pupils under the provisions of 20-5-303, 20-5-307, 20-5-312, 

and 20-5-313; 

{iii) general fund cash reappropriated, as established 

under the provisions of 20-9-104; 

(iv) anticipated or reappropriated state impact aid 

received under the provisions of 20-9-304; 

(v) anticipated or reappropriated revenue from property 

taxes and fees imposed under 23-2-517, 23-2-803, 

61-3-504(2), 61-3-521, 61-3-537, and 67-3-204; 

(vi) anticipated net proceeds taxes for ii,terim 

p~edactien-and new production, as defined in 15-23-601; 

(vii) anticipated revenue from local government 

severance taxes as provided in 15-36-112; 

(viii) anticipated revenue from coal gross proceeds 

under 15-23-703; 

(ix) anticipated interest to be earned or reappropriated 

interest earned by the investment of general fund cash in 

accordance with the provisi~ns of 20-9-213(4); 

(x) anticipated revenue from corporation license taxes 

collected from financial institutions under the provisions 

of 15-31-702; and 
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(xi) any other revenue anticipated by the trustees to be 

received during the ensuing school fiscal year which may be 

used to finance the general fund. 

(c) Subtract the money available to reduce the property 

tax required to finance the general fund that has been 

determined in subsection (l)(b) from the total requirement 

determined in subsection (l){a). 

(2) The net general fund levy requirement determined in 

subsection (1) (c) must be reported to the county 

commissioners on the second Monday of August by the county 

superintendent as the general fund levy requirement for the 

district, and a levy must be made by the county 

commissioners in accordance with 20-9-142. 0 

Section 9. Section 20-9-331, MCA, is amended to read: 

•20-9-331. Basic county tax and other revenues for 

county equalization of the elementary district foundation 

program. (1) The county commissioners of each county shall 

levy an annual basic tax of 33 mills on the dollar of the 

taxable value of all taxable property within the county, 

except for property subject to a tax or fee under 23-2-517, 

23-2-803, 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204, for 

the purposes of local and state foundation program support. 

The revenue collected from this levy must be apportioned to 

the support of the foundation programs of the elementary 

school districts in the county and to the state special 
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revenue fund, state equalization aid account, in the 

following manner 

(a) In order to determine the amount of revenue raised 

by this levy which is retained by the county, the sum of the 

estimated revenue identified in subsection (2) must be 

subtracted from the total of the foundation programs of all 

elementary districts of the county. 

(b) If the basic levy prescribed by this section 

produces more revenue than is required to finance the 

difference determined in subsection ll)(a), the county 

treasurer shall remit the surplus funds to the state 

treasurer for deposit to ~he state special revenue fund, 

state equalization aid account, immediately upon occurrence 

of a surplus balance and each subsequent month thereafter, 

with any final remittance due no later than June 20 of the 

fiscal year for which the levy has been set. 

(c) If revenue from the basic levy prescribed by this 

section when combined with the other revenue from subsection 

(2) is insufficient to fully fund the percentage determined 

in 20-9-347(l)(b} and the county is eligible for an 

apportionment of state equalization aid under the provisions 

of 20-9-347(l)(c), the county superintendent shall notify 

the superintendent of public instruction of the deficiency. 

The superintendent of public instruction shall increase the 

state equalization aid payments to the districts in the 
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affected county to offset the deficiency. A payment may not 

be made under this subsection (c) that allows a district to 

receive foundation program funding in excess of the 

foundation program amount of the district. 

(2) The revenue realized from the county 1 s portion of 

the levy prescribed by this section and the revenue from the 

following sources must be used for the equalization of the 

elementary district foundation programs of the county as 

prescribed in 20-9-334, and a separate accounting must be 

kept of the revenue by the county treasurer in accordance 

with 20-9-212(1): 

(a) tne portion of the federal Taylor Grazing Act funds 

distributed to a county and designated for the common school 

fund under the provisions of 17-3-222: 

(b) the portion of the federal flood control act funds 

distributed to a county and designated for expenditure for 

the benefit of the county common schools under the 

provisions of 17-3-232; 

(c) all money paid into the county treasury as a result 

of fines for violations of law, except money paid to a 

justice's court. and the use of which is not otherwise 

specified by law; 

(d) any money remaining at the end of the immediately 

preceding school fiscal year in the county treasurer's 

accounts for the various sources of revenue establiShed or 
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referred to in this section; 

(e) any federal or state money distributed to the 

county as payment in lieu of property taxation, including 

federal forest reserve funds allocated under the provisions 

of 17-3-213; 

(f) gross proceeds taxes from coal under lS-23-703; 

(g) net proceeds taxes for ift~e~im-~rod~e~ion--and new 

production, as defined in 15-23-601, and local government 

severance taxes on any other production occurring after 

December 31, 1988; and 

(h) anticipated revenue from property taxes and fees 

imposed under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 

61-3-537, and 67-3-204." 

Section 10. Section 20-9-333, MCA, is amended to read: 

•20-9-333. Basic special levy and other revenues for 

county equalization of high school district foundation 

progEam. (1) The county commissioners of each county shall 

levy an annual basic special tax for high schools of 22 

mills on the dollar of the taxable value of all taxable 

property within the county, except for property subject to a 

tax or fee under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 

61-3-537, and 67-3-204, for the purposes of local and state 

foundation program support. The revenue collected from this 

levy must be apportioned to the support of the foundation 

programs of high school districts in the co11nty and to the 
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state special revenue fund, state equalization aid account, 

in the following manner: 

(a) In order to determine the amount of revenue raised 

by this levy which is retained by the county, the sum of the 

estimated revenue identified in subsection (2) must be 

subtracted from the sum of the county's high school tuition 

obligation and the total of the foundation programs of all 

high school districts of the county. 

(b) If the basic levy prescribed by this section 

produces more revenue than is required to finance the 

difference determined in subsection (l)(a), the county 

treasurer shall remit the surplus funds to the state 

treasurer for deposit to the state special revenue fund, 

state equalization aid account, immediately upon occurrence 

of a surplus balance and each subsequent month thereafter, 

with any final remittance due no later than June 20 of the 

fiscal year for which the levy has been set. 

(c) If revenue from the basic levy prescribed by this 

section when combined with the other revenue from subsection 

( 2) 

in 

is ir.sufficient to fully fund the percentage determined 

20-9-347(l){b) and the county is eligible for an 

apportionment of state equalization aid under the provisions 

of 20-9-347(l)(c), the county superintendent shall notify 

the superintendent of public instruction of the deficiency. 

The superintendent of public instruction shall increase the 
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state equalization aid payments to the districts in the 

affected county to offset the deficiency. A payment may not 

be made under this subsection (c) that allows a district to 

receive foundation program funding in excess of the 

foundation program amount of the district. 

(2) The revenue realized from the county 1 s portion of 

the levy prescribed in this section and the revenue from the 

following sources must be used for the equalization of the 

high school district foundation programs of the county as 

prescribed in 20-9-334, and a separate accounting must be 

kept of the revenue by the county treasurer in accordance 

with 20-9-212(1): 

(a) any money remaining at the end of the immediately 

preceding school fiscal year in the county treasurer's 

accounts for the various sources of revenue established in 

this section~ 

{b) any federal or state money distributed to the 

county as payment in lieu of property taxation, including 

federal forest reserve funds allocated under the provisions 

of 17-3-213; 

(c) gross proceeds taxes from coal under 15-23-703; 

(d) net proceeds taxes for in~~~±m-p~edtte~¼en-aftd new 

production, as defined in 15-23-601, and local government 

severance taxes on any other production occurring after 

December 31, 1988; and 
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(e) anticipated revenue from property taxes and fees 

imposed under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 

61-3-537, and 67-3-204." 

Section 11. Section 20-10-144, MCA, is amended to read: 

•20-10-144. Computation of revenues and net tax levy 

requirements for the transportation fund budget. Before the 

fourth Monday of July and in accordance with 20-9-123, the 

county superintendent shall compute the revenue available to 

finance the transportation fund budget of each district. The 

county superintendent shall compute the revenue for each 

district on the following basis: 

( 1) The "schedule amount·• of the preliminary budget 

expenditures that is derived from the rate schedules in 

20-10-141 and 20-10-142 must be determined by adding the 

following amounts: 

(a) the sum of the maximum reimbursable expenditures 

for all approved school bus routes maintained by the 

district {to determine the maximum reimbursable expenditure, 

multiply the applicable rate per bus mile by the total 

number of miles to be traveled during the ensuing school 

fiscal year on each bus route approved by the county 

transportation committee and maintained by such district); 

plus 

(b) the total of all individual transportation per diem 

reimbursement rates for the district as determined from the 
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contracts submitted by the district multiplied by the number 

of pupil-instruction days scheduled for the ensuing school 

attendance year; plus 

(cJ any estimated costs for supervised home study or 

supervised correspondence study for the ensuing school 

fiscal year: plus 

(d) the amount budgeted on the preliminary budget for 

the contingency amount permitted in 20-10-143, except if the 

amount exceeds 10\ of the total of subsections (l)(a), 

( l )( b), and ( l )( c) or $100, whichever is larger, the 

contingency amount on the preliminary budget must be reduced 

to the limitation amount and used in this determination of 

the schedule amount. 

(2) The schedule amount determined in subsection (1) or 

the total preliminary transportation fund budget, whichever 

is smaller, is divided by 3 and the resulting one-third 

amount is used to determine the available state and county 

revenue to be budgeted on the following basis: 

(a) the resulting one-third amount is the budgeted 

state transportation reimbursement, except that the state 

transportation reimbursement for the transportation of 

special education pupils under the provisions of 20-7-442 

must be two-thirds of the schedule amount attributed to the 

transportation of special education pupils; 

(b) the resulting one-third amount, except as provided 
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for joint elementary districts in subsection (2)(e}, is the 

budgeted county transportation reimbursement for elementary 

districts and must be financed by the basic county tax under 

the provisions of 20-9-334: 

(c) the resulting one-third amount multiplied by 2 is 

the budgeted county transportation reimbursement amount for 

high school districts financed under the provisions of 

subsection (5), except as provided for joint high school 

districts in subsection (2)(e), and except that the county 

transportation reimbursement for the transportation of 

special education pupils under the provisions of 20-7-442 

must be one-third of the schedule amount attributed to the 

transportation of special education pupils; 

(d} when the district has a sufficient amount of cash 

for reappropriation and other sources of district revenue, 

as determined in subsection (3), to reduce the total 

district obligation for financing to zero, any remaining 

amount of district revenue and cash reappropriated must be 

used to reduce the county financing obligation in subsection 

(2)(b) or (2)(c) and, if the county financing obligations 

are reduced to zero, to reduce the state financial 

obligation in subsection (2){a); and 

(e) the county revenue requirement for a joint 

district, after the application of any district money under 

subsection (2)(d), must be prorated to each county 
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incorporated by the joi°nt district in the same proportion as 

the ANB of the joint district is distributed by pupil 

residence in each county. 

(3) The total of the money available for the reduction 

of property tax on the district for the transportation fund 

must be determined by totaling: 

(a) anticipated federal money received under the 

provisions of Title I of Public Law 81-874 or other 

anticipated federal money received in lieu of that federal 

act; plus 

lb) anticipated payments from other districts for 

providing school bus transportation services 

district: plus 

for the 

{c) anticipated payments from a parent or guardian for 

providing school bus transportation services for his child; 

plus 

(d) anticipated or reappropriated interest to be earned 

by the investment of transportation fund cash in accordance 

with the provisions of 20-9-213(4); plus 

(e) anticipated or reappropriated revenue from property 

taxes and fees imposed under 23-2-517, 23-2-803, 

61-3-504(2), 61-3-521, 61-3-537, and 67-3-204; plus 

(f) gross proceeds taxes from coal under 15-23-703; 

plus 

(g) net proceeds taxes for ±~t~rim-predtle~io"-a"d new 
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production, as defined in 15-23-601, and local government 

severance taxes on any other production occurring after 

December 31, 1988; plus 

(h) any other revenue anticipated by the trustees to be 

earned during the ensuing school fiscal year which may be 

used to finance the transportation fund; plus 

(i) any cash available for reappropriation as 

determined by subtracting the amount of the end-of-the-year 

cash balance earmarked as the transportation fund cash 

reserve for the ensuing school fiscal year by the trustees 

from the end-of-the-year cash balance in the transportation 

fund. The cash reserve may not be more than 20% of the final 

transportation fund budget for the ensuing school fiscal 

year and is for the purpose of paying 

warrants issued by the district 

transportation fund budget. 

transportation 

under the 

fund 

final 

(4} The district levy requirement for each district's 

transportation fund must be computed by: 

{a) subtracting the schedule amount calculated in 

subsection (1) from 

budget amount and, 

the total preliminary transportation 

for an elementary district, adding the 

difference to the district obligation to finance one-third 

of the schedule amount as determined in subsection (2); and 

{b) subtracting the amount of money available to reduce 

the property tax on the district, as determined in 
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1 subsection (3), from the amount determined in subsection 

2 (4) (a), 

3 (5) The county levy requirement for the financing of 

4 the county transportation reimbursement to high school 

5 districts is computed by adding all requirements for all the 

6 high school districts of the county, including the county"s 

7 obligation for reimbursements in joint high school 

8 districts. 

9 (6) The transportation fund levy requirements 

10 determined in subsection (4) for each district and in 

11 subsection (5) for the county must be reported to the county 

12 commissioners on the second Monday of August by the county 

13 superintendent as the transportation fund levy requirements 

14 for the district and for the county, and the levies must be 

15 made by the county commissioners in accordance with 

16 20-9-142," 

17 NEW SECTION. Section 12. Effective date. [This act] is 

18 effective on passage and approval. 

-End-
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