
MINUTES OF THE MEETING 
REVENUE ESTH1ATING TAXATION SUBCOMMITTEE 

50TH LEGISLATIVE SESSION 
HOUSE OF REPRESENTATIVES 

January 19, 1987 

The meeting of the Revenue Estimating Subcommittee was called 
to order by Chairman Harp on January 19, 1987, at 12 noon in 
Room 117 of the State Capitol. 

ROLL CALL: All members were present with the exception of Reps. 
Ellison and- Harrington, and Sense Hager, Lybeck, Hirsch, and 
Severson. Also present were Dave Bohyer, Legislative Council, 
Terry Johnson, OBPP, and Judy Curtis Waldron, LFA. 

REPORT ON OIL SEVERANCE TAX: Janelle Fallan, Executive Director, 
Montana Petroleum Association, told the Subcommittee all infor­
mation related to them is from public documents and that she is 
not privy to any inside information. 

Ms. Fallan spoke from Exhibit #1, and mentioned the severe winter 
in Europe which is causing oil prices to rise right now. She 
explained that a letter from Jerry McCracken, Manager, Western 
Tax Regions, Shell Oil, (dated 10-86), indicates projections 
through 1989, which still stand. 

Rep. Sands asked what year maximum production was experienced. 
Ms. Fallan replied it was 40 million barrels in 1968. 

Chairman Harp asked if production in Montana would be affected if 
there were an increase in price of $5-6 per barrel within the 
next few months. - Ms. Fallan replied that production will be a 
while coming back because the companies have severely cut back 
exploration. She said some serious questions have been raised 
as to how much new production we will see. 

Sen. Newman asked Ms. Fallan if she could outline Montana factors 
contributing to inflated oil production in the state, such as 
asphalt highways. He asked if production were affected only by 
national factors. Ms. Fallan replied that Montana has a challeng­
ing geology and that there are no wells in the overthrust in the 
state. 

Rep. Williams asked Ms. Fallan if'she disagreed with industry 
projections of $20 million in 1986, $23 million in 1987, $25 
million in 1988, and $24 million in 1989. Ms. Fallan replied 
she didn't see too much difference, adding that if one said $16 
million and another $23 million that would be a significant 
difference. 
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Rep. Sands asked how the pricing system for oil works. Ms. 
Fallan replied that part of what Rep. Sands is requesting is 
closely-held corporate ·secrets. She said the Montana Refining 
Company in Great Falls used to send out postings daily, adding 
that refineries use their own formulas based upon crude oil, 
transportation, and other factors. 

Sen. Newman asked what percentage of oil pumped in Montana is 
consumed in the State. Ms. Fallan replied she didn't know, 
as much oil leaves the state via the pipeline. She commented 
that a lot of oil· refined in the state comes from Canada, 
indicating that it mostly depends upon where the pipeline 
comes from. Jerome Anderson, commented that it also depends 
upon the grade of crude. 

Chairman Harp asked how many wells in Montana are abandoned. 
Ms. Fallan replied that one year ago, that figure was 4,800. 

Chairman Harp asked how many wells were started in 1986. Ms. 
Fallan. replied that she would get those figures for the 
Subcommittee, and said that in July, 1986, the figure was zero 
for two weeks. 

OBPP AND LFA REPORTS ON OIL SEVERANCE TAX: Terry Johnson 
provided subcommittee members with copies of Exhibit #2, 
outlining distribution of oil severance tax funds. He said 
two-thirds goes to the general fund and one-third goes to 
local government block grants. 

Mr. Johnson said the OBPP (1) well-head prices; (2) production 
(general trends based on study of the interstate oil compact 
commission); and (3) tax rates. He said 3rd quarter prices 
are anticipated to be low, and that the 4th quarter is expected 
to pick up, with an average price of $13.73 for CY86. 

Mr. Johnson told the Subcommittee that in 1986, production was 
a little over 20 million barrels for the first three quarters 
(third quarter production is 5.6 million barrels). He said the 
OBPP forecast of 27 million barrels appears to be high and that 
the LFA forecast is also high. He commented that average prices 
are in the $15-16 range for crude oil, adding that oil prices 
peaked at $34 per barrel in 1981 and have been going down since 
then. 

Sen. Neuman asked what the average tax is per well. Mr. Johnson 
replied that amount is set by DNRC to run the Gas and Oil 
Commission. He said the figure was just raised to .008% per barrel. 
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Mr. Johnson advised that it is easy to be swayed by the 
current situation, but he believes the Subcommittee needs 
to look at what may happen two years from now. He stated 
he felt comfortable with OBPP assumptions, adding that 
could change with OPEC changes. Mr. Johnson said there will 
eventually be a point where excess oil will no longer be 
on the market. 

Judy Curtis Waldron provided subcommittee members with 
copies of Exhibit #3, a comparison sheet. She said the LFA 
anticipates a 20% price rise or an average price of $29 per 
barrel for FY8S-89. Ms. Curtis advised the Subcommittee that 
LFA projections are for declines of 7.3% in FY87, 4.3% in 
FY88 and 1.5% in FY89. 

Ms. Curtis Waldron stated her concern that all the numbers 
projected might be too high. She said the third quarter of 
1986 is 12.5% lower than that same quarter in 1985, and that 
·the decline is accelerating, while LFA forecasts assumed 
smaller declines. Ms. Curtis added that the oil severance 
tax on production returns to the counties if there is 
increased production from one year to another. 

Rep. Sands asked if the decline were dramatic in view of the 
fact that no new wells were started for two weeks in July, 
1986. Ms. Curtis replied that the LFA felt it originally 
captured the rate of decline, but that it now appeared to be 
larger than originally thought. 

NATURAL GAS TAX: Chairman Harp advised the Subcommittee 
that Natural Gas Tax would be discussed on Wednesday, January 
21, 1987. 

TOTAL PERSONAL INCOME: Chairman Harp asked if there would 
be any problem with combining total personal income and 
non-farm income. Ms. Curtis replied it would show more 
revenue. Mr. Johnson stated that 1987-88 estimates would 
not change, but that 1989 estimates would change slightly. 

Chairman Harp commented there is a need to identify how much 
of the total is personal income and how much is non-farm 
income. He stated that if no subcommittee member disagreed 
the Subcommittee would use OBPP figures. 

LONG TERM INTEREST RATES: Terry Johnson reported recalculated 
rates of 7.98% for FY87, 8.46% for FY8S, and 9.21% for FY89. 
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Judy Curtis Waldron reported rates of 8.62% for FY87, 9.55% 
for FY88, and 10.24% for FY89. 

Chairman Harp said he would feel more comfortable with the 
lower rates proposed by the OBPP. 

Rep. Schye made a motion that the Subcommittee accept the 
new, revised OBPP long term interest rates figures. The 
motion CARRIED unanimously. 

ADJOURNMENT: There being no further business before the 
Subcommittee, the meeting was adjourned t 1:10 
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Executive Director, Montana Petroleum Association 

aefor. 1 ol,1n co d1'Q~" .n~ dlel on pri;, proj'Q~ion., 1 
would lile, to .tat. that all the information I will. prol.nt to 
you is from published documents. My comments will reflect 
industry projections tha~ have been disc~ssed publicly and not 
any sort of "inside information," nor the opinion of anyone 
company. 

The price of crude oil is up somewhat, following the 
December agreements of the Organization of Petroleum Exporting 
Countries. The target price OPEC is now attempting to achieve is 
$18 per barrel. A severe winter in Europe is contributing to 
prices greater than $18. As the weather improves, and if OPEC 
members do not honor their commitment, the price may soften. 

The b.nchmark price in thl Unitld Stat •• is !or WI.' Til •• 
Intermediate Crude. The Montana posted price is generally $l-$l. 
less. For this reason, it is the opinion of industry analysts 
that $15 a barrel for crude oi 1 continues to be·a reasonable 
estimate through CY 1987. A 5% inflation factor would bring the 
price to $15.75 for 1988 and about $16.55 for 1989. As of today, 
the posted price at Montana Refining Company in Great Falls is 
$15.25. 

The last time I appeared before this group, in June, 1986, 
the price had not yet bottomed out. It was as low as $8 for some 
Central Montana. crude last summer. The industry feeling now is 
that the price' haa reacihed its low point. Furth.r, with some 
adh.r.noe of O.IC member. to chllr llt •• t I;r •• mlnt, thl indu.cry 
will not experienoe the wild prioe ewing8 in 1987 that it 
underwent in 1986. 

Production declin~d drastically in Montana in 1986. Early 
figures show 1986 production at 27,945,999 barrels, the lowest 
level since 1956. Improvement in production will depend not only 
on price in 1987, but also on price stability and politioal 
decisions to be made this session. 

1 
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Montana Petroleum Association 

1 have attached material trom J.G. McCracken, chairman ot 
the Tax Committee of the Montana Petroleum Association and 
Manager of the Western Tax Region of Shell Oi 1 Co. As you may be 
aware,' Shell is the single largest producer of crude oi 1 in 
Montana. Mr. McCracken's comments of October 22 were based on 
the assumption that OPEC would reach some sort of agreement in 
1986 and still stand. 

2 



Weslern Tax Region 

October 22, 1986 

Janelle Fallen 
Executive Director 
Montana Petroleum Association . 

Shell Oil Company 

oel .. v 

® 
POBox 2099 

Houston. Texas 77252 

Subject: Update on pr1c1ng a~d production premises for the 
Revenue Estimating Advisory Panel 

Attached is some material that reflect revisions in the suoject 
estimates provided to the council earlier in the year. I still 
feel very comfortable with the estimate at around $16.50 (West 
Texas Intermediate) for calendar year 1986 thru calendar year 
1987. My initial estimates presented to the panel were premised 
primarily on a Chase Econometrics model published in the spring of 
1986. Attached are two current articles that further support this 
price level. One is from the October issue of Petroleum Outlook 
by John S. Herold, a noted petroleum industry analyst and a second 
article by Shell's President, John F. Bookout, as recently 
interviewed in the October issue of Forbes magazine. Note that 
Herold's article also supports a gas price at· about $2.00 per MCF 
in the short-term. 

There appears to be a furthtlr tendency at this point in time 
toward a firming or possibly a slight increase in price levels 
which should therefore produce an average around $16.00 to $16.50 
for the calendar year. For 1987, I see a more stable price 
climate that hopefully will not experience the dramatic ups and 
downs that occured in 1986. Also enclosed is a June 30, 1986 
article from the Oil & Gas Journal that addresses the quality, 
gravity and transportation adjustments, which indicates how the 
West Texas Intermediate price is adjusted to about 15.00 in 
Montana. 

My production estimates have Leen revised moderately downward to 
reflect what I feel is actually occuring as a result of the 
shut-in of marginal wells. Also note that rate of the 
conservation tax has been revised to. its current level of 2/10 of 
1% percent of gross value. 



",' .. tena Oillnd Gal Auociatioll 

('Cf ... ~ }9~ 

TO PROPERTY TAX COMMITTEE J(,/;~JJ'" 
'~lW ....... . 

(. '"j .......... bl'~ ........ .. 
II. .......... Ij~~ ........... FOR YOUR INFORMATION .I 

~-f f-.~c;7 j. , " 1/1, 
l'IIlC DISC ''';';~('' 

011.1 ". "'At ;,. • _. -. 77":azri 
I ' I 

Date 
James T. McCutcheon 

....... GKJII. T .. II • aTAT.aT.ca OK"AJIITM, .. T 

\ 

., " ., 

T o operate an th.; 0J1 buaine" 
.. in any ocher )'ou need • 

_orlUa& hypotbcai. on the cow. oi f"ewe prices. Never 
baa WI bcCD harder, the IUP­
'ply/demand cqu.uon hem, al· 
mOIl eccondary to the question 
01 _hecher OPEC can PUt an 
etfcctayc bd on production. 
Herc II ShCU'. workl", hypoth· 
"I, accordlRl co lohn Bookout. 

''The call on OPEC Idemand 
for OPEC 0&11 II the: kcy parame:­
ter we witch." Bookout a",eel 
wllh Fu •• u chll .. dema,," tur 
oil ft ... lilIA, ehe IddauonaJ 
Iupphc. mUlt come from OPt,C 
wunmeal"We arc hVUlI 011 our " .... 'U.) /mllll' III/hIli"" 

"10.11 .... ' .......... 

.\ 

the demand for OPEC oil should 
miC: to 25 mllhon to 30 mlihon 
banc:lli a day. At .thill level, 
OPEC'I in a luonll pO!illion to 
lorce rcal pnce Incleases." 

Okiy, but when wall OPEC he 
back an the dnvcr'.acAtr What', 
Duokout', fame f,ame' 

c:.PUill, to fo .. ,s, !ittpI. .14 He " ...... .". 'or ......... ., 

"lt ,hou"ln't be.- tOU lunA be· 
lore We reach that lar!it mile· 
atune. 20 tntlhon botrrcl_. 1/ Free 
World dc:manl.! gruwI al 1 ~ tu 
2'~" p-.:r yc:.u, .Iml U.S. prCl\luc' 
lion ~c:chneli 'l'1 .. tu 2SY .. pcr 
YCilr, we mllChl .each it .1" Cillly 
ali the end 01 IVK7 to, say, mid· 
I "'M'). These arc: re.sonilhly 
mul.!elil illiliumpuunli, IiU nuJ· 
I Ytl'J Iii prob.lbl y about the lat· 

aoc- on: 
II Ar the cunent ,OPEC production I rile: 01 arouml 17 

mdhoD barn:l •• day, Price. tend to be volaule but low. 
We'n acen thoac IWlng. &n the mukct rccently It's. 
prodllioYl job to lec 10lcther on • 16.S·maJbon·barrcl 
quoll.l.uspeel chat II 0&1 rcache5 an equllibnum price, 
andavldual OPEC countneli won't be .ble to rellast CUt­
UA& Imle dcal. ADd puuUll more 0&1 on the ID4Irkc:t. 

"So I ICC • lOR 01 roUer coa.CCI around SIS a barrel 
O¥cr chc Delli couple 01 ye:arli or 10. I've told our people, 
'Do your eco""P'!CI OIl the ballil 01 S15.' 

"Once the calJ on OPEC reache. around 20 nullion 
blnet. I day, it ehould he ca$ler for OPEC tq .gree on 
quo" •. We _ould therefore CI('tCI more price: Itllhllity, 
II pncca.lIY in • moderate ranle, SI7 to $11. With um~, 

POIlIE5, OCTOIU 6,1\116 

cst ume. 
"But II there's a strong response to lower all prices 

/i.e., biK increase!> In consumpuonl and strong hs:c 
World GNP growth, then demand might xruw at 3", to 
4% a' yc:ar. U so, we: 1111ght gel fCiI urward preasure on 
oil prices in lhe 19~UHW penod. 

"We're nut plannang our bU~U1CSS on trun carlier date, 
thou~h, and j'JJ prubilbly have all luml. of energy ex' 
per" on my back for even sUgl(e!itinR It." 

That's Juhn Bookuut'll SCript: wI~e swings around. 
SIS price for. year 01 two, edxinlt up to $2.0 and .bovf 
by 19H!.i-posalbly earhc:r if the world econumy 
.uengthens and 011 UKrs get carelelis .!Cam. Alter that r 
II Bookuut is light, OPEC will be: dictating HS tc:rms 
.gam in the early or mad· 19YOli.-T.M. 

1.1.1 



' •• 1. "M, '0,000 t" .. re' .r.' .. ~ '. ~" .. t1o". 
;~o1~.ti~. 

fry ~. MoCraoken, ManA9ur 
w~at.rn f.~ __ ,lon 

JGMala 

':0010."". 

. 1~3~241-1"" ,~ 
dat.A aontain." in thi. 

... 



A look at the crude price collapse across the U.S. 
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Oil price collapse takes shape in u.s. statistics 
The crude oil price drop of December 
JI~6S through March 1986 is UeKin. 
fling to take spt.>cific shape in !lulJ· 
li!ihed U.S. statistics. 

While the market collapse was un· 
der way. futures transactions provided 
the best indications of immt.>didte 
price movements. Price reports from 
the physical market take lonKer to 
cume to light .md be worked into 
n.'Kional averaKes. 

AccordinK to the federal Em~rKY In· 
furmation Administration (EIA), the 
first purchase price of dome!ttic crudt! 
oil averaged S 12.76/bbl during M.lFch 
1966, the month during which prices 
bottomed. Thclt average was down 
from February's $ 17 .84/bbl, January's 
S21.381bbl, and a 1985 average o( 
S24.06Ibbl (see map). 

Excluding Alaska North Slope 
crude, U.S. priCes averaged $14.101 
bbl in March, S 19.41/bbl in February, 
S24.941bb1 in January, and S25.bOI 
bUl in 1965. 

In the U.S. and Canada, produc('fs 
and royalty owners have asked rt!Kuli). 
tury bodies to prop up the price u( 
domestic crude. So far, no aKCIl(,")' has 

taklm action. 
f'roducers al'iO are concerned about 

gra\lity differentidls that remain as 
lar~:e as. they were when top postt.>d 
prin!s were $381bbJ. For example, 
Indl'penchmt Iletroll'um Association uf 
M()Untdin States (Ipams) says !tmall 
volUll1es of BiK Horn basin asphaltic 
crude are being ~old for less than S51 
bill directly into a purchaser's pipeline 
ewn thouKh heavier crudes seem to 
l.K! in great demancJ. 

Crude prices. The March average 
price of $14. 10/bbi for lower 4H 
elude was the lowest in aboUI 6 years 
alllJ 4S.8% below the December 
19115 price. 

lIA says the U.S. crude price t!xclu­
sive of Alask .. n Norlh Slope crude 
aVPraKed $9 5b/bhl in 1976, $13.011 
bhl in 1979,1anu s;a.&S/lJbl in 14HO. 
The average peaked at S33.71/bbl in 
11m 1 before declining every year 
through 1965. 

Due to transportation and other 
Cf)-;ts, the fi"t purchase prices are 
lowcr than rt!liner acquisition C()~b. 

During March, the refiner ,ICquisi­
tion cost o( dome~tic and importt.>d 

crude averaged SI4.87Ibbl, dow 
44.S% (rom March 1965'5 $2&.7: 
blJl. 

The cosl of domestic crude alont 
averaKed $IS.ll/bbl, and importeo 
oil alone cost $14.211bbl. 

The lowest crude cost reported was 
an average $14.08/bbl that major re­
finers reported pc1ying for imported 
crude during the month. 

The prices of lower grade crudt 
f('11 by larger percentages. At $6.91 
hhl, the March price of 28° gravit 
Alaskan North Slope ctude w. 
bOo 1 'Yo lower than December 
S 17. SOlbbl. 

California crude prices dLirirt 
March hadn't fully responded to con 
pelition (rom large volumes of AI~ 
kan crude landed in California. 'Th 
price of oil from California onshol 
and state waters averaged S 12. 90/bt 
in March, down 40.5% from DecerT 
ber's level. 

Wyoming's March average firstpu, 
chase price of $ I 1. 971bb1 was dO\\ 
S2.1 % from December. The I)nl~ ~,~., 
er reporteu stilte average ill th<> luwt 
46 CdSt of Cdli(omia is South Ddkuti 



$11 . 84lbbl. 
EIA e~timales March prices of for­

eign crude importl'(l 10 the U.S. lub 
Indune~iJ III S I J. I U/bbl, Mexico 
$11.54/bbl, Nigeria S 10.1 U/bbl, and 
Vent'lucla S IO.J9/bbl. 

lhe Mllrch price ul erucle impOrl(~c\ 
I 10 the lJ. S. Irom Ihl' Org.lOil.11I1l1I oj· 

Pctrul,'um Exporting (oulltrics .lVcr­
.IKl'fl ~I.l.5U/bhl, down 4b.2% Irom 
Dl,(·emher. 

Deductions. Gravily penalties and 
tran!tpun.ation dL-uuctions eat away al 
the field price of crude. 

Gravity eledu(\ion~ frum the postinl( 
fur 4W Kr;avlly lIil weft! ~1.lnd.Jr(1 .11 1.1/1 
lk'Kfl'C (If grlwity fur many year!>. 

DurinK Ihe early 1 'J8Us, refiner/pur­
chol!lers pholsed in dcductions of as 
mUl h 015 1.5(/0.1- of gr avily and have 
retained Ihem for many grades of 
crude ,'v('n Ihough posll'd prices have 
tillt IIn,,,' more II",n 50%. 

Ih.11 .. c·.lle hrinK~ lilt! priC(' o( 2!i­
gr.wily wi, lur example, lu S 11.75/hhl 
when Ihe Ik'~IL-U J1rile lur 40" Wilvily 
i!o S 14/hbl. 

Untll'r Ihe I.Sf/O.lo of gravily de­
dUll ion, a l)rOOUlef of JO° KrClvily oil 
rt.'<:l~ivL'S 77% of Ihe 40° grdvily posled 
plite .II Sl.lIbbl·,ump.Ul~ wllh IlS'X. 
of Ihe lot' l)OstinK dl $.HJlbbl. 

A I"uducer uf ;Wo I(rilvily oil re­
cei\l~ 7U",. uf Ihe 4Uo gr.lvily IIusll>t1 
price Cit ~ I 11Ihbi (ompan.'<i wilh IlU% 
01 Ihe tnp IXI!>tinK al SUllbbl. 

Sldll.'d annther W.IY, when Ihe post­
ed Ilrlle ul 4U" Krilvlly uil fdlb 10 ')I.il 
bhl from SUl/hhl, a d.up uf Sh.i,%, 
Ihe posting for )0° gravily oil drops 
5'1."%, and ;W· gravily oil falls b3%. 

Wyoming and Montana sour crudes 
are subject 10 deductions of 3-7lt/0.l° 
of grolvily. For example, Amoco I'ru­
dut.lion CO.'s ~du(;liuns fur Wyo­
minK and Monlana !>Clur ilre llt/O.l° uf 
gra"ily from 34· to 20" Krdvily and 7fl 
o. I ~ of gravily below the level of 2U" 
IIra"ily. 

Ipallls' crude oil commillt>e recom­
mt!ll(k'<i ,I re!>ululiun 10 11<; eXl~l·ulivc 
l:unlmillee Ihal l.JII!o pw!ocnl differen­
lials "inequilable and arhilr<lIV," says 
Kl'nn('lh Wonstulen, exclulive din..'<:­
tor .. 

The resolution asks that crude pur­
ch.l .. er!>/refiners examine t!iffl'renl 
mel hods lor gravily cldjuslmenl!; Ihal 
1)C.lr a more l'quil.1hlt~ rei.lIionship 10 
Ihe v.lluc 01 Ihe crude. 

Tr.III!>IItJ(I.lliun lh.uges abo cui inlo 
lil~11I pmt'S. 
~un Relining & Markeling Coo's 

lunt' .. l(ullc uil prill' hullelin li!tb a 
4t1f/bhl deduction for pipeline con­
neclt..u purchd5eS. 

~un dl~lutb fur Iruc'keel purcholsC's 
on .1 ,litiinK sCilll' h.I .. I .. Ih.ll r.II1Kl!S 
from 4'l~'hhl for up II) 1U mill'!> lu .:I 
J1lpt!iille ,,'celltiun I,ll ilily III $1.1.f)1 
Ilhl .11 4ft-5U mile!>. 

..... ol.inK IlfIIllulli .. n .and It'lolillK vt'\\cI. Wllh .11 ' .. IIIIII .. d.lllolI\ fur hll, will II""! .1" ... 1.11,,1 K.a\ 10 
lUll Ih !l ... l"dIlIlC' .lIul !lcm".lh, d,·, III' Ily. 

New vessel ready for Oseberg field work' 

A Norw('giOln consortium hilS lakl~n 
d('livery 01 .1 (IYIl.:llllie.llly pu!>iliol\l~1 
flualing oil pro(lul·lion .lIId II· ... linK Vl'!>­
~I Ihal will he l:h.arlcred hy Nor!ok 
Ilydm AS lor USI! in IIIl' Norwl'glolll 
Norlh Seil'~ Oscl)(>rl( oil field. 

Nippon Kok.1O K.K. (NKKI huill Ihe 
M() It ve .. wl lur Ihl' K/~ l'l·lrllj.ld I AS 
cunsorlium al NKK's hurumi Work!> 
in Jilpan. 

The lOlhurlium is lOnllKISed 01 
.On~.10 Tr'lIl~purl Inc:. Del Nordelll­
jcldske ()illllp .. kihs!ocl~k.lh, K/'> I'rs In­
ve!>t AS, .11\(1 K/S I'elm Invp .. 1 I AS. 
CHlar-Nnr ( >ffshure Ao.;, I.olldon, will 
oJ1efille Iht~ !>hlp. 

NKK c.llIs Ihe ship Ihe world's lir~1 

rlcC'pwilter oil prClcllidion ilnd lesting 
~y!ttl'llI nut htl!ol" I (III lOIlVl'rsion of 
.Inolhl'r Vl'!>SCI. 111.111 ol,,· •• lle in wat~r 
as ~hollluw .IS .uti II ur .IS Ul"t?J1 0I~ 
1., I·SO II. OSl'ht~rg 1i1·leI i!t ill ]45 ft of , 
waler "hout tt7 IlIile!> we!>1 of Kergcn. '-

I he ~hip, Ill'lru;.lrl I, h.I!> .1 produc­
lion l.II"'I:ily ul .iIl,OUt) h/el .llId Cdn 
slore neelrly IlJO,lltlO hhl ui crude. 
Nursk Hydro will u~e .. hull Ie lankers 
Iu "'UVl! Ihe nulll.' tu )how when early 
produl·liun 1)Cl(ins Ihi~ Augu!>t (OGI, 
Apr. 14, II. 511). 

Ue!>itles ils IIyn.lll1it po!>ilinning ca­
/Iolhilily, lilt' Vt",.·1 "' •. , t'i~hl .llllhors 
,IOd e1 turret muoring !oy~I,~rn lu main­
I"in its IXJsiliulI. • 

Supreme Court to rule on Texaco h«;lnd 

The U.S. Supreme Cuurt h,lS .IKn~l'd 
to decide whether TI'Xd('(1 Inc. musl 
pusl el $11. billion bunt! whilt! .:Ipf.X!cll­
inl( a judglllenl I'ennl(!il Cu. WOII l.l!>1 
Yl'·Ir. ~ 

I he jllslict!s will review ,I rulillg by 
·Ihe ~e( .. II'1f I u.S. Linllil (Ollr! III Ap' 
peab ill New York (ily Ih.11 Il~x.l(tl 
nt'cd nut po .. 1 Ihe hond. 

h~'«I' I,,'IV rl" IUlledlh.11 IIII' hOlldlli' 
posled whill! Tt!Xilto .lppI·.ded .. 
$10.5 hilliun Tt~xas Judgllleni hy .1 

lury Ih.ll II.lInd il inl('(lt·rt~d wllh I'l'nll­
/IIII's 11 .. 011111 huy 4:!·X. IIi (;1'11'1 (hi 
Lu. T('x.1l n '>uh"l"llIl'nlly hHIIghl Lei-
1'1 lor $11l I 11.111011. 

'll'x.\( II ..... IPtK·.llill.~ Ih,· jury Vt'rclic t 

in Tex"s slate court, ,mel the appeals 
cuurl may issue iI de(:isiun Ihis fall. 
Whollever Ih~ uullOllle, II is likely 10 
lit! .Ippcall·d lu Ihl~ Texas Supreme 
Courl. 

III Ihe l1Ie.lllli.lIt~, ·II:X.KO sued in 
Nl'W York Il'tll·I.lllUIUI, t 1.liminH IhoJl 
Ihl' large homl (ould lort e it inlo 
h.lIlkrllplLy .lIId Ihu!> dt~prrve il oi its 
IIghl 10 .IPIl4.~.11. 

IIIl' it'der.11 courl "gn,,~t and re­
'luired Texaw 10 1)(1!>1 .1 S 1 billion 
III mil. Ilw Ihrt~l' Judgl' .IPI)C.IIs court 
IIn.ltlilllHusly IIplll'lli Ih.1I IIl·cision l 
\-t·Il . .ttl (X.I, M.IL .l, p. 41). ... 

1111' U.S. Suprt'1lI1' Cultrt will nut 
,1t·h.IIt, IIU' silt' III tl ... hOI"' 1I ..... ·lf hut 

Ita ... III. l'IIM •• llolllo L.l\ Iuurnil41 
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OIL 
I--- SEVERANCE 

TAX 

NET 
I--- PROCEEDS 

TAX 

STATE 
r--- ROYALTIES 

RESOURCE 
I--- INDEMNITY 

TAX 

FEDERAL 
I-- ROYALTIES 

OIL WELL 
r--- TAX 

CORPORATION 
'--- , LICENSE 

TAX 

REVENUE ESTIMATE SUMMARY 

GRAPHIC REPRESENTATION OF REVENUE IMPACT 
OIL 

~ GENERAL FUN D 
r- COUNTIES 
~ LOCAL GOVER NMENT BLOCK GRANT 

r- FOUNDATION P ROGRAM 
NMENT 
LLAGE 

r- LOCAL GOVER 
r- UNIVERSITY MI 

TRUST -
r--- FUND 

INCOME I-

TRUST r-
I-- FUND r-

INCOME I-

r- FOUNDATION P 

FOUNDATION PROGRAM 

OTHER STATE ACCOUNTS 

DEPARTMENT OF NATURAL RESOURCES & CONSERVATION 
SPECIAL PROJECTS 
DEPARTMENT OF HEALTH & ENVIRONMENTAL SCIENCES 

ROGRAM 

~ DEPARTMENT OF NATURAL RESOURCES & CONSERVATION 

r- DEPARTMENT OF REVENUE 

r- GENERAL FUN D 
~ FOUNDATION P ROGRAM 
- LONG·RANGE B UILDING DEBT SERVICE 

53 



OIL SEVERANCE TAX 
GENERAL FlJNO RECEIPTS 

~I 
$4S~ 

I 

(I) :1 
~ SJO g 
I&. S25 0 
(I) 
z 
0 $20 
3 
~ 

'15 

'10 

t5 

to 
U 71 73 715 77 79 81 83 87 89 

FISCAL. YEARS 
o AC1'\.J.A.L. <> FORECAST 

GF PERCENT 
YR RECEIPTS CHANGE 

A 69 3.157007 
A 70 3.038492 -3.7570 
A 71 2.766963 -8.9470 
A72 2.668316 -3.5770 
A 73 2.692453 0.9070 
A 74 4.255716 58.0670 
A 75 6.179984 45.2270 
A 76 6.563569 6.2170 
A77 6.884010 4.8870 
A 78 6.808100 -1.1070 
A 79 7.056573 3.6570 
A 80 10.544555 49.4370 
A 81 18.654469 76.9170 
A 82 45.473425 143.7770 
A' 83 43.787960 -3.7170 
A 84 32.686014 -25.3570 
A 85 32.526656 -0.4970 
A 86 23.152504 -28.8270 
F 87 10.571511 -54.3470 
F 88 12.538940 18.6170 
F 89 13.583691 8.3370 



MONTANA OIL PRODUCTION 

~.O 

~.01 

33.0 -1 

32.0 ~ 
~ I 
1&.1 31.0 -j a:: 

~ I 
30.0 J 

I&. 
0 
(/) 29.0 
z 
0 
3 28.0 
:i 

27.0 

25.0 

2~0 

24.0 

73 7S 71 79 81 8J 89 

CAlENDAR YCARS 
C ACTlJAI.. <> FORECAST 

TOTAL PERCENT 
YR BARRELS CHANGE 

A 69 NA 
A 70 NA NA 
A 71 NA NA 
A72 NA NA 
A 73 34.558131 NA 
A 74 34.628537 0.20% 
A 75 32.460164 -6.26% 
A 76 31. 697509 -2.35% 
A77 31. 724600 0.09% 
A 78 28.164329 -11. 22% 
A 79 28.336851 0.61% 
A 80 28.539286 0.71% 
A 81 29.639232 3.85% 
A 82 29.943981 1.03% 
A 83 28.694597 -4.17% 
A 84 29.601607 3.16% 
A 85 29.351588 -0.84% 
F 86 27.045363 -7.86% 
F 87 26.135650 -3.36% 
F 88 25.437081 -2.67% 
F 89 24.747953 -2.71% 



MONTANA OIL PRICES 

$36.00 r 
J $34.00 I 

I 
$32.00 -1 
$JO.OO l 
$28.00 -1 
$26.00 ~ / J 

$24.00 ] IIJ 
0:: 

~ $22.00 . 

0:: $20.00 -1 IIJ 
0-

$18.00 -1 
(/) 

I 

~ $16.00 -t 
0 

$14.00 ~ 0 
$12.00 

$10.00 

sa.OO -1 
I S&OOL 

$4.00 

$2.00 --r -r--, 
73 7S T1 79 81 89 

CALENDAR YEARS 
0 ACTUAL 0 FORECAST 

AVERAGE PERCENT 
YR PRICE CHANGE 

A 69 NA 
A 70 NA NA 
A 71 NA NA 
A72 NA NA 
A 73 3.843000 NA 
A 74 6.814000 77 • 31i. 
A 75 7.845000 15.13i. 
A 76 8.411000 7.21% 
A 77 8.582000 2.03i. 
A 78 9.253000 7.82i. 
A 79 12.279000 32.70i. 
A 80 22.250000 81. 20i. 
A 81 34.317000 54.23% 
A 82 31. 311000 -8.76i. 
A 83 28.804000 -8.01i. 
A 84 28.066000 -2.56i. 
A 85 25.214000 -10.16i. 
F 86 13.734381 -45.53% 
F 87 14.117053 2.79% 
F 88 16.000000 13.34% 
F 89 18.000000 12.50% 
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OIL PRICES INCREASE 
Domestic crude oil prtc:a are ImprOYlng In 

response to the OPEC accord on production 
limitations. 

011 futures sold for more than S18 per barrel on 
the New York Men:hantlle Exchange and the spot 
market price nudged the S18 mark. 

Late last wecJc posted Prlca In the Northern 
Plalns states Jumped S1.25 per barrel bringing the 
total Increase In the put month to more than S2 per 

r '';;;;~ilt=~=~~ barrel. = Recent buUetlns from refiners list Contract 
purchAM prices up to S16.7S per barrel In SOI1lC ~T~~~;;~J:::1f.;-Ioiliiiii'b~~t;Lt-1~~~~~~ H--I---it---t sectors of the country. West Texas Intermediate, ~~i-~'kJ!~~~=~~Ei~r!j;t:1::*=J~~~ the U.S. crude benchrnartc went to SI6.5O/bb1 last ~ ... .,.:~~t--t---r week. Top prices In the Rocky Mountain Region are 

~t:f~~~~~a( 7i:~~3!~~~~~~~~~~~;f~PT~' SI6.25 to S16.5O per barrel. ,~r- 0 WlLUSTON BASIN: Effective December 29, 
1986, Amoco Production Is paying S15.65 per barrel -!!!~~~:g...~~~~:;:.rt '1r~~4:;~i=-1t--r--:-r'l'~J~~iQ..--fW:--+--%-t-o for 40 cIegr-. gnvtty to 44.5

0 
gravity "SWftt" 

~~;=~I~t;~~~~~~~E~i~~m~~j~~~i~-~~"~~~"~~lsm5Oper bbl. 
Murphy Otliists Williston Basin Sweet lit SI5.90 

per bbl and WlIUston Butn Sour et S14.4O, effective 
.~'~"""----r-'"-"l1 December 30. 

80th purchasers deduct.two cents per bllll'el for 

~~~~C~~~~;~E~:bI~~1~~tl~~2~~~~+2 one degree gravity below 40 on the sweet Murphy's lOUr crude reduction schedule Is 
cents per barrel for each degree below 40. 

These purchasers listed Wlltlston Basin sweet at r--t-ti'~t1iL~~~d~~-t:-!:,~~--jt-::i¥--1:=;;~~~I'"9: S14.40 per bbl In mid· December. 

O' WYOMING/SOUllfERN MOIfrAHA: Effectlve 
q.r.~~....L..T-L-i1~r.:-:_ December 29, Amoco Is peyIng S16.25 per bbl for 

j-:;;~'1-~-r--'14~~f-:.-::S:E;It'~~rf.~;!;:rt:±:-~~_'I:: Wyoming Swtet crude at 4(JO. Murphy Usta the 
same price for sweet crud, (effective Dec. 30). 

Amoco shows Wyoming and Montana Sour crude ~:r.:~~-rI"""II"""'~JLI~J-!~::J~~b~A-+-+t=t--f--tr~~- at S16 per bbl with a two to four cent reduction for 

eadt degree between 34 and 40 degr .... Oeduc:uon. 

il~i~~~~~;~I!~f!I~II~i~iii~~~~~of~~per~~~~~~~es~~ 20 to 34 degrees. For example, 'D.6° gravity crude 
Is penalt.z.d S1.44, yi,ldlng a welIhad price of 
S14.56. " 
o SWEETGRASS ARCH: Effective January I, l1~~~t~~~f1I-ULl~~~~~~~~~W-+--i-*-1--11987, Montana RefIning Company at Great Fan. 

N'bUSTRY IN TROUBLE 

lists S15.25 per barrel for 4QO gnMty crude from 
fields In Glacier, Uberty, Pondera, Teton and ToOl, 
Counties. 

This Is S1.25 per bbl higher than the price posted 
two weeks .... lier. 

'Jh. .... ly Nowmber, 1986. price wu S13. 
Gravity deductions of SO.015 per barrel Is applied 

for each one tenth degree gravity below 40. 
... ··tw and the WlIIIIIDn Baln WI down 
"'il. • compared 10 1115. TIll ~ PIkI fir 
- - .oJlsItJon Mrldown mart 1ttan SO%. And, 
a 1M ... .1 Is spilt about "ftfty-flfty" on I plan 11 

~Y~II also be the yw that IIIInlbIra of 1111 
~ begin 11 polarta on 1111 ISIUt CJf 
NIrMIIIIt Intervendon, In 1M form of an Impart 
J( or: :rUde 011. 
nt source or the CImIQI Is tht ability CJf rei" ~ to out13"Jduce demand,. the 

economic structure. But, It's either at the expense 
or the Industry or to Its advantage. This has been 
thelnOlt catIIt.ophlc period In the history of the 
petroleum Industry and the Mnts of the past 12 
months have shaped the course of the domestic 
1Xf'.C~lon and production mechanism forever. 

Condnued on ,... I 

r----RIG COUNT--I .. ~ _ ....... .. 

In all the above cues, truddng or trMsport,aUon 
costs ~ designated receiving taclll" .., be 
deducted from the pun:beae price. 
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