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Stnatirn . 46o

r
INTRODUCED BY O«}/‘/
BY REQUEST OF THE SENATE

TAXATION COMMITTEE
A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR THE
ALLOCATION OF TAXES FROM OIL AND NATURAL GAS PRODUCED ON A
RESERVATION TO TRIBAL GOVERNMENTS THAT ENACT A TAX IDENTICAL
TO THE STATE SEVERANCE TAX OR RESOURCE INDEMNITY TRUST TAX;
PROVIDING FOR THE COLLECTION AND DISTRIBUTION OF THE TAX;

AND PROVIDING AN EFFECTIVE DATE AND AN APPLICABILITY DATE."

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

NEW SECTION. Section 1. Cooperative agreement -
allocation of oil and natural gas severance taxes to tribal
governments. (1) In order to prevent the possibility of dual
taxation of oil and natural gas produced on Indian
reservations, the department of revenue and an Indian tribe
may enter into a cooperative agreement. The agreement must
provide that under conditions specified in this section, the
state and the tribe will cooperate to collect only one
severance tax that is at the same level as the tax outside
the boundaries of the reservation and will share the revenue
as provided in this section. The agreement must provide that

the state and the tribe are not forfeiting any legal rights
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to apply their respective taxes by entering into an
agreement, except as specifically set forth in the
agreement.

(2 If a tribal government in the state enacts a
severance tax on oil and natural gas produced on the
reservation and requires the tax to be paid to the state
under identical terms and conditions as those imposed by
this chapter, the department shall collect the tax for the
tribe. The o0il or natural gas producer is not required to
pay both the state and the tribal severance tax, but only
one tax to the state in an amount equal to the state
severance tax paid on o0il and natural gas that are not
subject to a tribal severance tax.

{(3) After deducting administrative expenses egual to 5%
of the amount determined under subsection (2), the
department shall, on a quarterly basis, distribute the
amount provided for in the agreement to the tribal
government on whose reservation the oil or natural gas was

praoduced.

NEW SECTION. Section 2. TPribal oil and natural gas
severance tax administration account. (1} There is a special
revenue account called the tribal woil and natural gas
severance tax administration account.

(2) The administrative exXpenses deducted by the

department of revenue under [section 1{3)] must be deposited
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in the tribal oil and natural gas severance tax
administration e :count.

{3} The tribal oil and natural gas severance tax
administration account may be expended by the department
only for the purpose of administering the oil and natural
gas severance tax under [section 1).

NEW SECTION. Section 3. rTribal oil and natural gas
severance tax account. (1) There is a special revenue
account called the tribal oil and natural gas severance tax
account.

(2) The tax collected under [section 1], except the
administrative amount deducted under [section 1(3)], must be
deposited in the tribal oil and natural gas severance tax
account.

{3) The money in the tribal o0il and natural gas
severance tax account must be disbursed, as provided for in
the agreement entered into pursuant to [section 1], to the

tribe on a quarterly basis.

NEW SECTION. Section 4. Cooperative agreement -
allocation of oil and natural gas resource indemnity taxes
to tribal govermments. (1) In order to prevent the
possibility of dual taxation of o0il and natural gas produced
on Indian reservations, the department and an Indian tribe

may enter into a cooperative agreement. The agreement must

provide that under conditicns specified in this section, the
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state and the tribe will cooperate to collect only one
éeéource indemnity trust tax that is at the same level as
the tax outside the boundaries of the reservation and will
share the revenue as provided in this section. The agreement
must provide that the state and the tribe are not forfeiting
any legal rights to apply their respective taxes by entering
into an agreement, except as specifically set forth in the
agreement,

(2) If a ¢tribal government in the state enacts a
resource indemnity trust tax on 0il and natural gas produced
on the reservation and requires the tax to be paid to the
state under identical terms and conditions as those imposed
by this chapter, the department shall cellect the tax for
the tribe, The 0il or natural gas producer is not reguired
to pay both the state and the tribal rescurce indemnity
trust tax, but only one tax to the state in an amount equal
to the state resource indemnity trust tax paid on oil and
natural gas that are not subject to a tribal resource
indemnity trust tax.

(3) After deducting administrative expenses equal to 5%
of the amount determined under subsection {(2), the
department shall, on a quarterly basis, distribute the
amount provided for in the agreement to the tribal
government on whose reservation the oil or natural gas was

produced.
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NEW SECTION, Section 5. Tribal o0il and natural gas
resource indemnity trust tax administration account. (1)
There is a spec¢ial revenue account called the tribal oil and
natural gas resource indemnity trust tax administration
account.

{2) The administrative expenses deducted by the
department under [section 4(3)] must be deposited in the
tribal oil and natural gas resource indemnity trust tax
administration acecount.

(3} The tribal o©il and natural gas resource indemnity
trust tax administration account may be expended by the
department only for the purpose of administering the cil and
natural gas resource indemnity trust tax under (section 4].

NEW SECTION. Section 6. Tribal o0il and natural gas
resource indemnity trust tax account. (1) There is a special
revenue account called the tribal oil and natural gas
resource indemnity trust tax account.

{2} The tax collected under [section 4}, except the
administrative amount deducted under [section 4({3}], must be
deposited in the tribal oil and natural gas resource
indemnity trust tax account.

{3) The money in the tribal oil and natural gas
resource indemnity trust tax account must be disbursed, as
provided for in the agreement entered 1intd pursuant to

[section 4], to the tribe on a guarterly basis.
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NEW sECTION. Section 7. codification instruction. (1)
[Sections 1 through 3} are intended to be codified as an
integral part of Title 15, chapter 36, and the provisions of
Title 15, chapter 36, apply to [sections 1 through 31.

{2) ([Secticns 4 through 6] are intended to be codified
as an inteqral part of Title 15, chapter 38, and the
provisions of Title 15, chapter 38, apply to [sections 4
through 6].

MEW SECTION. Section 8. Effective date -
applicability. ([This act] 1is effective July 1, 1991, and
applies to production from o0il or natural gas wells drilled
on or after an agreement is entered under [section 1 or 4}].

-End-



STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for SB0464 , as introduced.

DESCRIPTION OF PROPOSED IEGISIATION:

An act providing for the allocation of taxes from oil and natural gas produced on a reservation to tribal govermments that
enact a tax identical to the state severance tax or Resource Indemnity Trust Tax,; providing for the collection and
distribution of the tax; and providing an effective date and an applicability date.

FISCAL IMPACT;

Expenditures:
There is no impact on Department of Revenue administrative expenses.

Revenues:

This bill provides that a portion of oil and gas severance tax resulting from production on Indian reservations will be

distributed to the tribal government. The amount to be distributed to the tribal government will depend on the terms of the
agreement between the state and the tribal govermment.

Because the bill applies only to new wells drilled on or after July 1, 1991, and after an agreement is entered into, the
impact in the coming biennium would be minimal.
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APPROVED BY COMMITTEE
ON TAXATION

SENATE BILL NO. 464
INTRODUCED BY GAGE
BY REQUEST OF THE SENATE

TAXATION COMMITTEE

A BILL FOR AN ACT ENTITLED: “AN ACT PROVIDING FOR THE
ALLOCATION OF TAXES FROM CIL AND NATURAL GAS PRODUCED ON A
RESERVATION TO TRIBAL GOVERNMENTS TEAT ENACT A TAX IDENTICAL
TO THE STATE SEVERANCE TAX OR RESOURCE INDEMNITY TRUST TAX:
PROVIDING FOR THE COLLECTION AND DISTRIBUTION OF THE TAX;

AND PROVIDING AN EFFECTIVE DATE AND AN APPLICABILITY DATE."

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

NEW SECTION, Section 1. Cooperative agreement -
allocation of oil and natural gas severance taxes to tribal
governments. (1) In order to prevent the possibility of dual
taxation of oil and natural gas préduced on Indian
regservationa, the department of revenue and an Indian tribe
may enter into a cooperative agreement. The agreement must
provide that under conditions specified in this section, the
state and the tribe will c¢ooperate to collect only one
severance tax that is at the same lavel as the tax outside
the boundaries of the reservation and will share the revenue

as provided in this section. The agreement must provide that

the state and the tribe are not forfeiting any legal rights
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to apply their respective taxes by entering inte an
agreement, except as sgpecifically set forth in the
agreement .

(2) If a tribal government in the state enacts a
severance tax on o0il and natural gas produced on the
reservation and requires the tax to be paid to the state
under identical terms and conditions as those imposed by
this chapter, the department shall collect the tax for the
tribe. The oil or natural gas producer is not required to
pay both the state and the tribal severance tax., but only
one tax to the state in an amount equal to the state
severance tax paid on oil and npatural gas that are not
subject to a tribal severance tax.

(3) After deducting administrative expenses equal to 5%
of the amount determined under subsection (2), the
department shall, on a quarterly basis, distribute the
amount provided for in the agreement to the tribal
goverament on whose reservation the oil or natural gas was

produced.
NMEW SECTION. Section 2. fribal o0il and natural gas
severance tax administration account. (1) There is a special

revenue account called the tribal oil and natural gas

severance tax administration account,
(2} The administrative expenses deducted by the

department of revenue under {section 1(3)] must be deposited

-2- SB 464
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in the tribal oil and natural gas severance tax
administration account.

{3} The tribal o0il and natural gas severance tax
administration account may be expended by the department
only for the purpose of administering the ¢il and natural
gas severance tax under [section 1].

NEW SECTION. Section 3. Tribai oil and natural gas
severance tax account. (1) There is a special revenue
account called the tribal oil and natural gas severance tax
account.

{2} The tax collected under [section 1], except the
administrative amount deducted under [section 1(3)], must be
deposited in the tribal 0il and natural gas severance tax
account.

{3) The money in the tribal o0il and natural gas
severance tax account must be disbursed, as provided for in
the agreement entered intc pursuant to (sectioa 1], to the

tribe on a quarterly basis.

NEW SECTION. Section 4. Cooperative agreement -
allocation of o0il and natural gas resource indemnity taxes
to tribal governments. (1) In order to prevent the
poasibility of dual taxzation of oil and natural gas produced
on Indian reservations, the department and an Indian tribe

may enter into a cooperative agreement. The agreement must

provide that under conditions specified in this section, the

-3~ SB 464
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state and the tribe will cooperate to collect only one
resource indemnity trust tax that is at the same level as
the tax outside the boundaries of the reservation and will
share the revenue as provided in this section. The agreement
must provide that the state and the tribe are not forfeiting
any legal rights to apply their respective taxes by entering
into an agreement, except as specifically set forth in the
agreement.

{2) If a tribal government in the state enacts a
resource indemnity trust tax on o0il and natural gas produced
on the reservation and requires the tax to be paid to the
state under identical terms and conditions as those imposed
by this chapter, the department shall collect the tax for
the tribe. The o0il or natural gas producer is not required
to pay both the state and the tribal rescurce indemnity
trust tax, but only one tax to the state in an amount egual
to the state resource indemnity trust tax paid on o0il and
natural gas that are not subject to a tribal resource
indemnity trust tax.

{3) after deducting administrative expenses equal to 5%
of the amount dJdetermined under subsection (2}, the
department shall, on a quarterly basis, distribute the
amount provided for in the agreement to the tribal
government on whose reservation the oil or natural gas was

produced.

-4- SB 464
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NEW SECTION. Section 5. Tribal o0il and natural gas
resource indemnity trust tax administration acecount. (1)
There is a special revenue account called the tribal oil and
natural gas resource indemnity trust tax administration
account.

{2) The administrative expenses deducted by the
department under [section 4(3)] must be deposited in the
tribal oil and natural gas resource indemnity trust tax
administration account,

{3) The tribal o0il and natural gas resource indemnity
trust tax administration account may be expended by the
department only for the purpose of administering the oil and
natural gas resource indemnity trust tax under {[section 4].

NEW SECTICN. Section 6. Tribal o0il and natural gas
resource indemnity trust tax account. (1) There is a special
tévenue account called the tribal oil and natural gas
resource indemnity trust tax account.

{2) The tax collected under (section 4], except the
administrative amount deducted under [section 4(3)], must be
deposited in the tribal o¢il and natural gas resource
indemnity trust tax account.

{3} The money in the tribal o¢il and natural gas
resource indemnity trust tax account must be disbursed, as
provided for in the agreement entered into pursuant to

[section 4], to the tribe on a quarterly basis.
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NEW SECTION. Section 7. codification instructiom. (1)
[Sections 1 through 3] are intended to be codified as an
integral part of Title 15, chapter 36, and the provisions of
Title 15, chapter 36, apply to [sectiona 1 through 3].

(2) [Sections 4 through 6] are intended to be codified
as an integral part of Title 15, chapter 38, and the
provisions of Title 15, chapter 38, apply to [sections 4
through 61}.

NEW SECTION. Section 8. Effective date -
applicability. [This act] 1is effective July 1, 1991, and
applies to production-from oil or natural gas weiis--driiied
PRODUCED on or after an agreement is entered under (section
1 or 41}.

-BEnd-

-6- 5B 464
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SENATE BILL NO. 464
INTRODUCED BY GAGE
BY REQUEST OF THE SENATE

TAXATION COMMITTEE

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR THE
ALLOCATION OF TAXES FROM OIL AND NATURAL GAS PRODUCED ON A
RESERVATION TC TRIBAL GOVERNMENTS THAT ENACT A TAX IDENTICAL
TO THE STATE SEVERANCE TAX OR RESOURCE INDEMNITY TRUST TAX;
PROVIDING FOR THE COLLECTION AND DISTRIBUTION OF THE TAX;

AND PROVIDING AN EFFECTIVE DATE AND AN APPLICABILITY DATE."

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

NEW SECTION. Section 1. cooperative agreement -
allocation of oil and natural gas severance tazxes to tribal
governmeata. (1) In order to prevent the possibility of dual
taxation of oil and natural gas produced on Indian
reservations, the department of revenue and an Indian tribe
may enter into a cooperative agreement. The agreement must
provide that under conditicns specified in this section, the
state and the tribe will cocperate to collect only one
severance tax that ls at the same level as the tax outside
the boundaries of the reservation and will =hare the revenue
as provided in this section. The agreement must provide that

the state and the tribe are not forfeiting any legal rights
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to apply their respective taxes by entering into an
agreement, except as specifically set forth in the
agreement.

(2) If a tribal goverament in the state enacts a
severance tax on oil and natural gas produced on the
reservatibn and requires the tax to be paid to the state
under jidentical terms and conditions as those imposed by
this chapter, the department shall collect the tax for the
tribe., The 0il or natural gas producer is not required to
pay both the state and the tribal severance tax, but only
one tax to the state in an amount equal to the state
severance tax paid on o0il and natural gas that are not
subject to a tribal severance tax.

{3} After deducting administrative expenses equal to 5%
of the amount determined under subsection {2}, the
department shall, on a gquarterly basis, distribute the
amount provided for in the agreement to the tribal
government on whose reservation the o0il or natural gas was
produced.

NEW SECTION. Section 2. Tribal oil and natural gas
severance tax adminigtration account. (1) There is a special
revenue account called the tribal o0ii and natural gas
gseverance tax administration account,

{2) The administrative expenses deducted by the

department of revenue under [section 1(3)} must be deposited

-2- SB 464
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in the tribal oil and natural gas severance tax
adminiastration account.

{3) The tribal o0il and natural gas severance tax
administration account may be expended by the department
only for the purpose of administering the o0il and natural
gas severance tax under [section 11].

NEW _SECTION. Section 3. Tribal oil and natural gas
nﬁverance tax account. (1) There is a special revenue
account called the tribal oil and natural gas severance tax
account.

{2) The tax collected under [section 1], except the
administrative amount deducted under [section 1{3)]., must be
deposited in the tribal oil and natural gas severance tax
account.

{3) The money in the tribal oil and natural gas
severance tax account must be disbursed, as provided for in
the agreement entered into pursuant to [section 1], to the

tribe on a guarterly basis.

NEW SECTION. $Section 4. Cooperative agreesent -
allocation of o©il and natural gas resource indemnity tazes
to tribal governments. (1) In order to prevent the
possibility of dual taxation of oil and natural gas produced
on Indian reservations, the department and an Indian tribe

may enter intc a cooperative agreement. The agreement must

provide that under conditions specified in this section, the

-3~ SB 464

W O ® NN b W N M

10
11
12
13
14
1s
16
17
18
19
20
21
22
23
24
25

SB 0464/02

state and the tribe will cooperate to collect enly one
resource indemnity trust tax that is at the same level as
the tax outside the boundaries of the reservation and will
share the revenue as provided in this section. The agreement
must provide that the state and the tribe are not forfeiting
any legal rights to apply their respective taxes by entering
into an agreement,'except as specifically set forth in the
agreement.

(2) If a tribal government in the state enacts a
resource indemnity trust tax on 0il and natural gas produced
on the reservation and reguires the tax to be paid to the
state under identical terms and conditiona as those imposed
by this chapter, the department shall cocllect the tax for
the tribe. The oil or natural gas producer is not required
to pay both the state and the tribal resource indemnity
trust tax, but only one tax to the state in an amount equal
to the state resource indemnity trust tax paid on o0il and
natural gas that are not subject to a tribal resource
indemnity trust tax.

{(3) After deducting administrative expenses equal to S%
of the amount determined uynder subsection (2), the
department shall, on a quarterly basis, distribute the
amount provided for in the agreement to the tribal
government on whose reservation the oil or natural gas was

produced.

-4- SB 464
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NEW SECTION, Section 5. Trribal oil and natural gas
resource indemnity trust tax administration account. (1)
There is a sSpecial revenue account called the tribal o©il and
natural gas resource indemaity trust tax administration
account,

(2} The administrative expenses deducted by the
department under ([section 4(3)] mpust be deposited in the
t;ibal oil and natural gas resource indemnity trust tax
administration account.

(3) The tribal oil and natural gas resource indemnity
trust tax administration account may be expended by the
department only for the purpose of administering the oil and
natural gas resource indemnity trust tax under {section 4).

NEW SECTION. Section 6. Tribal o0il and natural gas
resource indemnity trust tax account. (1) There is a special
revenue account called the tribal oil and natural gas
resource indemnity trust tax account.

(2) The tax collected under ([section 4], except the
administrative amount deducted under [section 4(3)], must be
deposited in the tribal oil and natural gas resource
indemnity trust tax account.

(3) The money in the tribal o¢il and natural gas
resource indemnity trust tax account must be disbursed, as
provided for in the agreement entered into pursuant to

{section 4], to the tribe on a quarterly basis.

-5- SB 464
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NEW SECTION. Section 7. codification instruction. (1)
[Sections 1 through 3] are intended to be codified as an
integral part of Title 15, chapter 36, and the provisions of
Title 15, chapter 36, apply to [sections 1 through 3].

{2} [Sections 4 through 6] are intended to be codified
as an integral part of Title 15, chapter 38, and the
praovisions cf Title 15, chapter 38, apply to tsections 4
through 6].

NEW SECTION. Section 8. Effective date -
applicability. [This act] is effective July 1, 1991, and
applies to production—-from cil or natural gas weiis-—-driitied
PRODUCED on or after an agreement is entered under [section
1 or 4].

-End-

-6- SB 464





