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SENATE BILL NO. __!L_ 

INTRODUCED HY ____ ~MA~T~H~E~R~S~---------------------------------

A BILL FOR Al~ ACT ENTITLED: "AN ACT REPLACI~G THE NATURAL 

GAS DISTRIBUTORS' LICENSE TAX ~ITH A SEVE~~CE TAX ON THE 

PRODUCTIO:i OF NATURAL GAS; AMENDING SECTIONS 84-2202, 

84-2203, 84-2204, 84-2206, 84-2207, AND 94-2209, R.C.M. 

1947; AND REPEALING SECTIONS 84-2101 THROUGH 84-2110, R.C.M. 

1947.• 

BE IT Ei~CTED BY THE LEGISLATURE OF THE STATE OF MO~TANA: 

Section 1. Section 84-2202, R.C.M. 1947, is amended to 

read as follows: 

"84-2202. Oil or gas producers' ~~eeft~e severance tax 

amount -- exceptions. Every person engaging in or 

carrying on the business of producing, within this state, 

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

natural gas is extracted or produced, sufficient in quantity 

to justify the marketing of the same, must, fer--~~e--year 

he~iftftift~--Jft~y--*7--~95~7--afte each year e~erea£~er7 when 

engaged in or carrying on any such business in this state, 
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pay to the state treasurer, for the exclusive use and 

benefit of the state of Montana, a ~~eeBee severance taxL 

~r--eft~~a~-~ft-aae-earrr~~-ea-Sfteft-h~ifte~T computed at 

the following rates: 

(a) Two and one-tenth per cent (2.1%) of the total 

gross value of that portion of all the petroleum and other 

mineral or crude oil produced by such person fro~ each lease 

or unit in the calendar quarter not in excess of an amount 

obtained by multiplying the number of producing wells on 

such lease or unit by four hundred fifty (450) barrels. 

(b) Two and sixty-five hu."ldredths per cent (2.65%) of 

the total gross value of that portion of all the production 

of such person from each lease or unit in each calendar 

quarter in excess of four hundred fifty (450) barrels 

1n<1.ltiplied by the number of prodacing wells on such lease or 

unit; but in determining the amount of such tax there shall 

be excluded from consideration all petroleum, or other crude 

or mineral oil produced and used by such person during such 

year in connection with his operations in prospecting for, 

develo~ing and producing such petroleum, crude or mineral 

oil; provided, however, that nothing in this act shall be 

construed as requiring laborers or employees, hired or 

employed by any person, to drill any oil well, or to work in 

or about any oil well, or prospect or explore for, or do any 

work for the purpose of developing any petroleum or other 
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mineral or crude oil to pay such ~ieeftee severance tax, nor 

shall any work be done, or the drilling of any well or 

wells, for the purpose of prospecting or exploring for 

petroleum or other mineral or crude oils, or for the pur2ose 

of developing same, be deemed to be engaging in or carryL~g 

on of any such busiiless; provided, further, that in the 

doing of any such work, or in the drilling o£ any oil well, 

or in s~ch ~respecting, exploring or development work, any 

merchantable or marketable petroleum or other mineral or 

crude oil in excess of the quantity required by such person 

for carrying on such operation shall be produced sufficient 

in quantity to justify the marketing of the same, then such 

work, drilling, prospecting, exploring or development work 

shall be deemed to be the engaging in and carrying on of 

such busil"!.ess within this state within the meaning of this 

section. 

(c) Three per cent (3%) of the total gross value of 

natural gas produced from each lease or unit, which value is 

the wellhead price less tax payments under section 34-6208, 

84-7006, and this section, but in determining the amount of 

such tax there shall be ~~eluded from consideration all gas 

produced and used by such person during such year in 

connection with his operations in prospecting for, 

developing and iroducing such gas, or petroleum, crude or 

mineral oil' and there shall also be excluded from 
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consideration all gas recycled or reinjected into the sround 

or oti1erwise not saved and sold. 

121 Every person required to pay such tax hereunder 

shall pay the same 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 such 

extracted marketable petroleum or other mineral or crude oil 

or natural gas in all leases establishing royalty interests 

entered into hereafter or in renewals of existing leases, or 

in division of procdeds orders, or by other contracts, such 

other owner or owners may agree with every person required 

to pay such tax that such other owner or owners will pay 

their prorata share of said tax, and that said prorata share 

may be deducted from any settlements under said lease or 

leases or division of proceeds orders or other contracts.ft 

Section 2. Sectio,n 94-2203, R.C.~'I.. 1947, ls amended to 

read as follows: 

~a4-2203. Payment of tax. 'such ~ieeft~e severance tax 

shall be paid in quarterly installments for the quarterly 
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periods ending respectively March. 31, June 30, September 30 

and December 31, of each year, and the amount of the :H:eeMie 
I 

tax for each quarterly period shall be paid to the state 

department of revenue within t!ftir~y--t~et- sixty (60) days 

after the end of each quarterly period.• 

section 3. section 84-2204, R.C.M. 1947, is amended to 

read as follows: 

•a4-2204. Determination of gross value of product. The 

total gross value of all petroleum, and other mineral or 

crude oil or natural gas produced each year shall be 

determined by taking the total number of barrels or cubic 

~thereof produced each month during such year at the 

average value at the mouth of the well during the month the 

same is produced, as determined by the state department of 

revenuef provided, however, that in computing the total 

number of barrels of petroleum, and other mineral or crude 

oil or cubic feet of gas produced, there shall be deducted 

therefrom so much thereof as is used by such person in 

connection wi.th the operation of the -well from which said 

oil or gas is produced or for pumping said petroleum or 

other mineral or crude oil or gas from the said well to a 

t.ank. or pipeline. • 

Section 4. Section 84-2206, R.C.M. 1947, is amended to 

read as follows: 

•a4-2206. Record of product--carriers to furnish data. 
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EVery such person shall keep a record in such for.m as the 

state department of revenue may require, of all petroleum 

and other mineral or crude oil or natural gas extracted or 

produced by such person in this state, and such records 

shall at all times during the business hours of the day be 

subject to inspection by the state department of revenue, 

its members, agents, or employees. It shall be the duty of 

railroad companies, pipeline and transporta~ion companies 

carrying crude or mineral oil, or natural gas to furnish to 

the state department of revenue, whenever requested so to 

do, all data relative to the shipment of said products, that 

may be required to properly enforce the provisions of this 

act. The failure of any railroad company, pipeline, and 

transportation companies to comply with the provisions of 

this section shall make such companies liable to a penalty 

of one hundred ($100.00) dollars for each day it shall fail 

to furnish such statement.• 

Section 5. Section 84-2207, R.C.M. 1947, is amended to 

read as follows: 

•a4-22o1. Statement to accompany .payment--

records--collection of tax--refund~. (1) Each and every 

person must, wi~kia--~kir~y--~eys-ef~er-•fte-~~er~er-ea~ift~ 

Marek-~2T-29i~T-eft~ within sixty (60) days after the end of 

each following quarter, make out on forms prescribed by the 

department of revenue a statement showing the total number 
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of :ba:l:;rel.s of. JDercba.ntab~e or .arketahle petroleum, and 

otbel:: llli.Deral or crude oi.l or cubic f-t of natural gas 

producecl or extracted by such person in the state of Montana 

during each 1110nth of such quarter and during the whole 

qua%tel:~ · tbe average value thereof during each month and the 

total value thereof for the whole quarter, together with the 

total amo1Dit due to the state as Hee!lee severance taxes for 

such quarter; and must, wi.thin such sixty (60) days deliver 

such statement and pay to the department of revenue the 

IIIIIOUDt of the Heeaee taxes shown by such statement to be 

dGe to the state of Moptana for the quarter for which such 

stat-ent is aade. SINh statement must be signed and 

verified by tha oath of the individual or individual.&, or by 

the · president, vice-president, treasurer, assistant 

treasurer, or managing a.qent in this state of the 

association, corporation, joint-stock company or syndicate 

making the same. Any such person engaged in carrying on 

s\ICh business at more than one place in this state, or 

owning, leasing, .controlling, or operating more than one oil 

or qas well in tl:IJ:s state, may include all thereof in one 

statement. The departznent of revenue shall receive and file 

all such. stat.aents and collect and receive from such person 

makinq aDd filing a statement the amount of tax payable by 

such perscm, if any, as the same shall appear from the face 

of the statement. 

-7-

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

l4 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0055 

(2) :tt shall be the duty of the depart.aent of revenue 

to examine each of such sta.teaents and compute the taxes 

thereon, and the a.JIIOWlt so computed by the department of 

revenue llhall. •be the taxes impose,d, assessed against and 

payable. by the taxpayer making the statement for the quarter 

for tlhi.ch the stat-ent i.s filed. :tf the tax found to be .. 
due shall. be greater than the amount paid, the excess shall 

be paid by the taxpayer to the depa.rbllent of revenue within 

ten (10) days after wri.tten notice of the amount of the 

deficiency shall. be mailed by the department of revenue to 

suca taxpayer. Provided, thAt i.f the tax imposed shal.l be 

l.eas than the amount paid, the difference must be applied as 

a credit against tax liabllity for Sllbs4quent quarters, or 

re.flmded i.f there i.s no subsequent tax liability. • 

seati.on 6. Section 84~209, R.C..M. 1.947, i.s a.mended to 

read as follows: 

•a4-2209. Procedure to c0111pute and collect tax in 

absence of statement. :tf any such person shall fail, neglect 

or refuse to file any statement ~ired by section 84-2207, 

within the time therein required, the state department of 

revenue shall, ~iately after such time has expired, 

p:roceed to inform itself, as best it may, regarding the 

number of barreJ..s of petroleum ~ other mineral or crude 

oil or cubic feet of ga.s extracted aAd produced by such 

person in this state during such quarter, and during each 
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l month thereof, and the averag.e value thereof during each 

2 such month, and shall deteDDine and fix the amount of the 

3 rs.-ae severance taxes due to the state from such person 

4 for such quarter and shall make out a statement, in 

5 duplicate, showing the same, and shall add to the amount of 

6 such ~- taxes a penalty of twenty-five per cent 

7 thereof, and deliver one of such statements to the state 

8 treasurer, who shall proceed to collect the amount of such 

9 H- severance taxes, with the penalty added thereto and 

10 interest on the whole thereof at the rate of twelve per 

11 

12 

cent, per annum from the date of 

statement by the state department of 

the making of such 

revenue until paid. 

13 Upon request of the state treasurer, it shall be the duty of 

14 the attorney general to commence and prosecute to final 

15 determination in any court of competent jurisdiction, an 

16 action at law to collect the same. The twenty-five per cent 

17 penalty herein provided may be waived by the state 

lS department of revenue if reasonable cause for the failure . 
19 and neglect to file the statement rectuired by section 

20 84-2207 is provided to the said department. • 

21 Section 7. Repealer. Sections. 8 4-2101 through 

22 84-2110, R~C.M. 1947, are repealed~ 

-End-
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STATE OF MONTANA 
REQUEST NO. 4 . ...:.·7=5 __ 

FISCAL NOTE 

Form RD 15 

In compliance with a written request received _J@.!lY§!Y.L_ ____ , 19 .1..5_ , there is hereby submitted a Fiscal Note 

for __ . __ _§_~~~!_e_ ~~1! __ 1~- _______ -. pursuant to Chapter 53, Laws of Montana, 1965- Thirty-Ninth Legislative Assembly. 

Background information used in developing this F isr.al Not_e is available from the Office of Budget and Program Planning, to members 

of the Legislature upon request. 

DESCRIPTION OF PROPOSED REGULATION: 

An act to replace the natural gas distributors' license tax with a 3% severance tax on the total gross value of natural 
gas produced. · 

ASSUMPTIONS: 

1. Natural gas production and distribution in Montana will remain fairly constant during the biennium at 
74,379,130 MCF and 55,276,037 MCF respectively. 

2. The wellhead price of natural gas averages 45 cents per thousand cubic feet (MCF). 

3. Net proceeds tax will remain a constant proportion of gross value and will be approximately $2,330,700. 

Current law: FY76 FY 77 

Estimated natural gas distributors license tax 
collections (74,379,130 x .575 t per MCF) $427,680 $427,680 

Proposed law: 
. Estimated natural gas severance tax 
collection~ (.03 (55,276,032 x .45 - 2,330,700) 676,306 676,306 

Increase in tax collections $248,626 $248,626 

CONCLUSION: 

Enactment of Senate Bill 14 will increase revenue to the General Fund by approximately $500,000 during the biennium. 

'(lyi,~r~ 
BUDGET DIRECTOR""=----~ 
Office of Budget and Program Planning 

Date: January 8. 1975 
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Approved by Conunittee 
on Taxation 

SENATE BILL NO. 14 

INTRODUCED BY MATHERS, TOWE 

A BILL FOR AN ACT ENTITLED: "AN ACT REPLACING THE NATURAL 

GAS DISTRIBUTORS' LICENSE TAX WITH A SEVERANCE TAX ON THE 

PRODUCTION OF NATURAL GAS; AMENDING SECTIONS 84-2202, 

84-2203, 84-2204, 84-2206, 84-2207, AND 84-2209, R.C.M. 

1947; AND REPEALING SECTIONS 84-2101 THROUGH 84-2110, R.C.M. 

1947." 

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

Section 1. Section 84-2202, R.C.M, 1947, is amended to 

read as follows: 

"84-2202. Oil or gas producers' ~~eease severance tax 

amount exceptions. Every person engaging in or 

carrying on the business of producing, within this state, 

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

natural gas is extracted or produced, sufficient in quantity 

to justify the marketing of the same, must, ~er--~he--year 

ee~~ftftift~--~~~y--~T--~9§~7--ena each year ~heree~~er7 when 

engaged in or carrying on any such business in this state, 
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pay to the state treasurer, for the exclusive use and 

benefit of the state of Montana, a ~~enee severance taxL 

~er~-en~e~~ft~--ia-eft&-earryift~-eft-e~e~-h~eineeeT computed at 

the following rates: 

(a) TwO and one-tenth per cent (2.1%) of the _total 

gross value of that portion of all the petroleum and other 

mineral or crude oil produced by such person from each lease 

or unit in the calendar quarter not in excess of an amount 

obtained by multiplying the number of producing wells on 

such lease or unit by four hundred fifty (450) barrels. 

(b) Two and sixty-five hundredths per cent (2.65%) of 

the total gross value of that portion of all the production 

of such person from each lease or unit in each calendar 

quarter in excess of four hundred fifty (450) barrels 

multiplied by the number of producing wells on such lease or 

unit; but in determining the amount of such tax there shall 

oe excluded from consideration all petroleum, or other crude 

or mineral oil produced and used by such person during such 

year in connection with his operations in prospecting for, 

developing and producing such petroleum, crude or mineral 

oil; provided, however, that nothing in this act shall be 

construed as requiring labOrers or employees, hired or 

employed by any person, to drill any oil well, or to work in 

or about any oil well, or prospect or explore for, or do any 

work for the purpose of developing any petroleum or other 

-2- SB 14 



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 0014/02 

mineral or crude oil to pay such ,J,!i:eert!!te severance tax, nor 

sha).l any work be done, or the drilling of any well or 

wells,, for the purpose of prospecting or exploring for 

petroleum or other mineral or crude oils, or for the purpose 

of developing same, be deemed to be engaging in or carrying 

on of any such business; provided, further, that in the 

doing of any such work, or in the drilling of any oil well, 

or in such prospecting, exploring or development work, any 

merchantable or marketable petroleum or other mineral or 

crude oil in excess of the quantity required by such person 

for carrying on such operation shall be produced sufficient 

in quantity to justify the marketing of the same, then such 

work, drilling, prospecting, exploring or development work 

shall be deemed to be the engaging in and carrying on of 

such business within this state within the meaning of this 

section. 

(c) ~hPee-pee-eeBe-f~~r TWO AND SIXTY-FIVE HUNDREDTHS 

P~RCENI (2.65%) of the total gross value of natural gas 

produced from each lease or unit, wh!i:eh--¥a~~e--!i:s--ehe 

we~~heae--eP!i:ee--~es--~aa--P!f!!rtee--Wft8ee-se&~rt-&4-&~eeT 

e+-~ee&T-~-eh!i:!!t-!!teeeiert7 but in determining the amount of 

such tax there shall be excluded from consideration all gas 

produced and used by such person during such year in 

connection. with his operations in prospecting for, 

developing and producing such gas, or petroleum, crude or 

-3- SB 14 
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mineral oil; and there shall also be excluded from 

consideration all gas recycled or reinjected into the ground 

er-eeheew!i:!!te-nee-sa•ee-art«-se~. 

~ Every person required to pay such tax hereunder 

shall pay the same in full for his own agcount 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 such 

extracted marketable petroleum or other mineral or crude oil 

or natural gas in all leases establishing royalty interests 

entered into hereafter or in renewals of existing leases, or 

in division of proceeds orders, or by other contracts, such 

other owner or owners may agree with every person required 

to pay such tax that such other owner or owners will pay 

their prorata share of said tax, and that said prorata share 

may be deducted from any settlements under said lease or 

leases or division of proceeds orders or other contracts." 

Section 2. Section 84-2203, R.C.M. 1947, is amended to 

read as follows: 

"94-2203. Payment of tax. such ~!i:eeft!!te severance tax 

-4- SB 14 
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shall be paid in quarterly installments for the quarterly 

periods ending respectively March 31, June 30, September 30 

and December 31, of each year, and the amount of the ~*ee~se 

tax for each quarterly period shall be paid to the state 

department of revenue within eft*rey--~'&t sixty (60) days 

after the end of each quarterly period.• 

Section 3. Section 84-2204, R.C.M. 1947, is amended to 

read as follows: 

•s4-2204. Determination of gross value of product. The 

total gross value of all petroleum, and other mineral or 

crude oil or natural gas produced each year shall be 

determined by taking the total number of barrels or cubic 

~ thereof produced each month during such year at the 

average value at the mouth of the well during the month the 

same is produced, as determined by the state department of 

revenue1 provided, however, that in computing the total 

number of barrels of petroleum, and other mineral or crude 

oil or cubic feet of gas produced, there shall be deducted 

therefrom so much thereof as is used by such person in 

connection with the operation of the well from which said 

oil or gas is produced or for pumping said petroleum or 

other mineral or crude oil or gas from the said well to a 

tank or pipeline." 

Section 4. Section 84-2206, R.C.M. 1947, is amended to 

read as follows: 

-5- SB 14 

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 0014/02 

•84-2206. Record of product--carriers to furnish data. 

Every such person shall keep a record in such form as the 

state department of revenue may require, of all petroleum 

and other mineral or crude oil or natural gas extracted or 

produced by such person in this state, and such records 

shall at all times during the business hours of the day be 

subject to inspection by the state department of revenue, 

its members, agents, or employees. It shall be the duty of 

railroad companies, pipeline and transportation companies 

carrying crude or mineral oil, or natural gas to furnish to 

the state department of revenue, whenever requested so to 

do, all data relative to the shipment of said products, that 

may be required to properly enforce the provisions of this 

act. The failure of any railroad company, pipeline, and 

transportation companies to comply with the provisions of 

this section shall make such companies liable to a penalty 

of one hundred ($100.00) dollars for each day it shall fail 

to furnish such statement." 

Section 5. Section 84-2207, R.C.M. 1947, is amended to 

read as follows: 

"84-2207. Statement to accompany payment--

records--collection of tax--refunds. (l) Each and every 

person must, w*eh~ft--eH*rey--eays-a~eer-ehe~~areer-efte*ft~ 

Mareh-3iT-±9~3T-afte within sixty (60) days after the end of 

each following quarter, make out on forms prescribed by the 

-6- SB 14 
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deparumot of revenue a statement showing the total number 

of barrels of merchantable or marketable petroleum, and 

other mineral or crude oil or cubic feet of natural gas 

produced or extracted by such person in the state of Montana 

during each month of such quarter and during the whole 

quarter, the average value thereof during each month and the 

total value thereof for the whole quarter, together with the 

total amount due to the state as ~~eeftse severance taxes for 

such quarter: and must, within such sixty (60} days deliver 

such statement and pay to the department of revenue the 

amount of the ~~eeftee taxes shown by such statement to be 

due to the state of Montana for the quarter for which such 

statement is made. Such statement must be signed and 

verified by the oath of the individual or individuals, or by 

the president, vice-president, treasurer, assistant 

treasurer, or managing agent in this state of the 

association, corporation, joint-stock company or syndicate 

making the same. Any such person engaged in carrying on 

such business at more than one place in this state, or 

owning, leasing, controlling, or operating more than one oil 

or gas well in this state, may include all thereof in one 

statement. The department of revenue shall receive and file 

all such statements and collect and receive from such person 

making and filing a statement the amount of tax payable by 

such person, if any, as the same shall appear from the face 
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of the statement. 

(2} It shall be the duty of the department of revenue 

to examine each of such statements and compute the taxes 

thereon, and the amount so computed by the department of 

revenue shall be the taxes imposed, assessed against and 

payable by the taxpayer making the statement for the quarter 

for which the statement is filed. If the tax found to be 

due shall be greater than the amount paid, the excess shall 

be paid by the taxpayer to the department of revenue within 

ten (10} days after written notice of the amount of the 

deficiency shall be mailed by the department of revenue to 

such taxpayer. Provided, that if the tax imposed shall be 

less than the amount paid, the difference must be applied as 

a credit against tax liability for subsequent quarters, or 

ref~nded if there is no subsequent tax liability.• 

Section 6. Section 84-2209, R.C.M. 1947, is amended to 

read as follows: 

"84-2209. Procedure to compute and collect tax in 

absence of statement. If any such person shall fail, neglect 

or refuse to file any statement required by section 84-2207, 

within the time therein required, the state department of 
~ 

revenue shall, ~ediately after such time has expired, 

proceed to inform itself, as best it may, regarding the 

number of barrels of petroleum and other mineral or crude 

oil or cubic feet of gas extracted and produced by such 
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1 person in this state during such quarter, and during each 

2 month thereof, and the average value thereof during each 

3 such month, and shall determine and fix the amount of the 

4 iieeftse severance taxes due to the state from such person 

5 for such quarter and shall make out a statement, in 

6 duplicate, showing the same, and shall add to the amount of 

7 such i*eeftse taxes a penalty of twenty-five per cent 

B thereof, and deliver one of such statements to the state 

9 treasurer, who shall proceed to collect the amount of such 

10 

11 

12 

13 

i*eeftse severance taxes, with the penalty added thereto and 

interest on the whole thereof at the rate of twelve per 

cent, per annum from the date of the making of such 

statement by the state department of revenue until paid. 

14 Upon request of the state treasurer, it shall be the duty of 

15 the attorney general to commence and prosecute to final 

16 determination in any court of competent jurisdiction, an 

17 action at law to collect the same. The twenty-five per cent 

18 penalty herein provided may be waived by the state 

19 department of revenue if reasonable cause for the failure 

20 and neglect to file the statement required by section 

21 84-2207 is provided to the said department.w 

22 Section 7. Repealer. Sections 84-2101 through 

23 84-2110, R.C.M. 1947, are repealed. 

-End-
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SENATE BILL NO. 14 

INTRODUCED BY MATHERS, TOWE 

A BILL FOR AN ACT ENTITLED: "&~ ACT REPLACING THE NATURAL 

GAS DISTRIBUTORS' LICENSE TAX WITH A SEVERANCE TAX ON THE 

PRODUCTION OF NATURAL GAS; AMENDING SECTIONS 84-2202, 

84-2 203, 84-2 204, 84-2206, 84-2207, fu'<D 84-2 209, R. C .M. 

1947; fu'<D REPEALING SECTIONS 84-2101 THROUGH 84-2110, R.C.M. 

1947." 

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

Section 1. Section 84-2202, R.C.M. 1947, is amended to 

read as follows: 

"84-2202. Oil or gas producers' ~~eeese severance tax 

amount -- exceptions. Every person engaging in or 

carrying on the business of producing, within this state, 

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

natural gas is extracted or produced, sufficient in quantity 

to justify the marketing of the same, must, ~e~--e~e--yea~ 

~e~~eeift~--~~~y--rT--~95~7--aft~ each year e~eree~eer7 when 

engaged in or carrying on any such business in this state, 
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pay to the state treasurer, for the exclusive use and 

benefit of the state of Montana, a ~~eeftee severance taxL 

fe~--eft~a~~ft~--~ft-afte-earry~ft~-eft-s~eh-e~s~eeee7 computed at 

the following rates: 

(a) Two and one-tenth per cent (2.1%) of the total 

gross value of that portion of all the petroleum and other 

mineral or crude oil produced by such person from each lease 

or unit in the calendar quarter not in excess of an amount 

obtained by multiplying the number of producing wells on 

such lease or unit by four hundred fifty (450) barrels. 

(b) Two and sixty-five hundredths per cent (2.65%) of 

the total gross value of that portion of all the production 

of such person from each lease or unit in each calendar 

quarter in excess of four hundred fifty (450) barrels 

multiplied by the number of producing wells on such lease or 

unit; but in determining the amount of such tax there shall 

be excluded from consideration all petroleum, or other crude 

or mineral oil produced and used by such person during such 

year in connection with his operations in prospecting for, 

developing and producing such petroleum, crude or mineral 

oil; provided, however, that nothing in this act shall be 

construed as requiring laborers or employees, hired or 

employed by any person, to drill any oil well, or to work in 

or about any oil well, or prospect or explore for, or do any 

work for the purpose of developing any petroleum or other 
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mineral or crude oil to pay such ~~eeftee severance tax, nor 

shall any work be done, or the drilling of any well or 

wells, for the purpose of prospecting or exploring for 

petroleum or other mineral or crude oils, or for the purpose 

of developing same, be deemed to be engaging in or carrying 

on of any such business; provided, further, that in the 

doing of any such work, or in the drilling of any oil well, 

or in such prospecting, exploring or development work, any 

merchantable or marketable petroleum or other mineral or 

crude oil in excess of the quantity required by such person 

for carrying on such operation shall be produced sufficient 

in quantity to justify the marketing of the same, then such 

work, drilling, prospecting, exploring or development work 

shall be deemed to be the engaging in and carrying on of 

such business within this state within the meaning of this 

section. 

(c) ~hree-per-eeft~-f3~~ TWO AND SIXTY-FIVE HUNDREDTHS 

PERCENT (2.65%) of the total gross value of natural gas 

produced from each lease or unit, Wft~eh--¥a~~e--~e--ehe 

we~~heae--pr~ee--~eee--eaft--paymeftee--~ftder-eeee~en-&4-&~997 

94-~9967-a~-~ft~e-eeee~ftT but in determining the amount of 

such tax there shall be excluded from consideration all gas 

produced and used by such person during such year in 

connection with his operations in prospecting for, 

developing and producing such gas, or petroleum, crude or 
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mineral oil; and there shall also be excluded from 

consideration all gas recycled or reinjected into tile ground 

er-eeherw~ee-ftee-ea¥ee-a~-ee~e. 

~ Every person required to pay such tax hereunder 

shall pay the same 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 such 

extracted marketable petroleum or other mineral or crude oil 

or natural gas in all leases establishing royalty interests 

entered into hereafter or in renewals of existing leases, or 

in division of proceeds orders, or by other contracts, such 

other owner or owners may agree with every person required 

to pay such tax that such other owner or owners will pay 

their prorata share of said tax, and that said prorata share 

may be deducted from any settlements under said lease or 

leases or division of proceeds orders or other contracts." 

Section 2. Section 84-2203, R.C.M. 1947, is amended to 

read as follows: 

~84-2203. Payment of tax. Such ~~eftee severance tax 
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1 • shall be paid in quarterly installments for the quarterly 

2 periods ending respectively March 31, June 30, September 30 

3 
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and December 31, of each year, and the amount of the ~ieeftae 

tax for each quarterly period shall be paid to the state 

department of revenue within ~~i~~T--t~&r sixty (60) days 

after the end of each quarterly period." 

Section 3. Section 84-2204, R.C.M. 1947, is amended to 

read as follows: 

"84-2204. Determination of gross value of product. The 

total gross value of all petroleum, and other mineral or 

crude oil or natural gas produced each year shall be 

determined by taking the total number of barrels or cUbic 

~ thereof produced each month during such year at the 

average value at the mouth of the well during the month the 

same is produced, as determined by the state department of 

revenue; provided, however, that in computing the total 

number of barrels of petroleum, and other mineral or crude 

oil or cUbic feet of gas produced, there shall be deducted 

therefrom so much thereof as is used by such person in 

connection with the operation of the well from which said 

oil or gas is produced or for pumping said petroleum or 

other mineral or crude oil or gas from the said well to a 

tank or pipeline." 

Section 4. Section 84-2206, R.C.M. 1947, is amended to 

read as foll0ws: 
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"84-2206. Record of product--carriers to furnish data. 

Every such person shall keep a record in such form as the 

state department of revenue may require, of all petroleum 

and other mineral or crude oil or natural gas extracted or 

produced by such person in this state, and such records 

shall at all times during the business hours of the day be 

subject to inspection by the state department of revenue, 

its members, agents, or employees. It shall be the duty of 

railroad companies, pipeline and transportation companies 

carrying crude or mineral oil, or natural gas to furnish to 

the state department of revenue, whenever requested so to 

do, all data relative to the shipment of said products, that 

may be required to properly enforce the provisions of this 

act. The failure of any railroad company, pipeline, and 

transportation companies to comply with the provisions of 

this section shall make such companies liable to a penalty 

of one hundred ($100.00) dollars for each day it shall fail 

to furnish such statement.• 

Section s. Section 84-2207, R.C.M. 1947, is amended to 

read as follows: 

"84-2207. Statement to accompany payment--

records--collection of tax--refunds. (l) Each and every 

person must, wi:H'li:!'l--~i'l:!:zo~y--ee:ys-e:!§~e~-~1\e-q<ta~ee~-eft<i:i:f!~ 

Hare~-3t,T-:1:9~37-af!!!l within sixty ( 6 0) days after the end of 

eacn following quarter, make out on forms prescribed by the 
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department of xevenue a statement showing the total number 

of barrels of merchantable or marketable petroleum, and 

other mineral or crude oil or cubic feet of natural gas 

produced or extracted by such person in the state of Montana 

during each month of such quarter and during the whole 

quarter, the average value thereof during each month and the 

total value thereof for the whole quarter, together with the 

total amount due to the state as ~~ee~se severance taxes for 

such quarter: and must, within such sixty (60) days deliver 

such statement and pay to the department of revenue the 

amount of the %ieeftse taxes shown by such statement to be 

due to the state of Montana for the quarter for which such 

statement is made. Such statement must be signed and 

verified by the oath of the individual or individuals, or by 

the president, vice-president, treasurer, assistant 

treasurer, or managing agent in this state of the 

association, corporation, joint-stock company or syndicate 

making the same. Any such person engaged in carrying on 

such business at more than one place in this state, or 

owning, leasing, controlling, or operating more than one oil 

or gas well in this state, may include all thereof in one 

statement. The department of revenue shall receive and file 

all such statements and collect and receive from such person 

making and filing a statement the amount of tax payable by 

such person, if any, as the same shall appear from the face 
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of the statement. 

(2) It shall be the duty of the department of revenue 

to examine each of such statements and compute the taxes 

thereon, and the amount so computed by the department of 

revenue shall be the taxes imposed, assessed against and 

payable by the taxpayer making the statement for the quarter 

for which the statement is filed. If the tax found to be 

due shall be greater than the amount paid, the excess shall 

be paid by the taxpayer to the department of revenue within 

ten (10) days after written notice of the amount of the 

deficiency shall be mailed by the department of revenue to 

such taxpayer. Provided, that if the tax imposed shall be 

less than the amount paid, the difference must be applied as 

a credit against tax liability for subsequent quarters, or 

refunded if there is no subsequent tax liability.fl 

Section 6. Section 84-2209, R.C.M. 1947, is amended to 

read as follows: 

"84-2209. Procedure to compute and collect tax in 

absence of statement. If any such person shall fail, neglect 

or refuse to file any statement required by section 84-2207, 

within the time therein required, the state department of 

revenue shall, immediately after such time has expired, 

proceed to inform itself, as best it may, regarding the 

number of barrels of petroleum and other mineral or crude 

oil or cubic feet of gas extracted and produced by such 
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1 person in this state during such quarter, and during each 

2 month thereof, and the average value thereof during each 

3 such month, and shall determine and fix the amount of ~he 

4 s~eenee severance taxes due to the state from such person 

5 for such quarter and shall make out a statement, in 

6 duplicate, showing the same, and shall add to the amount of 

7 such :~eenee taxes a penalty of twenty-five per cent 

8 thereof, and deliver one of such statements to the state 

9 treasurer, who shall proceed to collect the amount of such 

10 s~eense severance taxes, with the penalty added thereto and 

11 interest on the whole thereof at the rate of twelve per 

12 cent, per annum from the date of the making of such 

13 statement by the state department of revenue until paid. 

14 Upon request of the state treasurer, it shall be the duty of 

15 the attorney general to commence and prosecute to final 

16 determ~nation in any court of competent jurisdiction,_ an 

17 action at law to collect the same. The twenty-five per cent 

18 penalty herein provided may be waived by the state 

19 department of revenue if reasonable cause for the failure 

20 and neglect to file the statement required by section 

21 

22 

84-2207 is provided to the said department.• 

Section 7. Repealer. Sections 84-2101 

23 84-2110, R.C.M. 1947, are repealed. 

-End-
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SENATE BILL NO. 14 

INTRODUCED BY MATHERS, TO~lE 

A BILL FOR AN ACT ENTITLED: nAN ACT REPLACING THE NATURAL 

GAS DISTRIBUTORS 1 LICENSE TAX WITH A SEVERANCE TAX ON THE 

POODliCTION OF NATURAL Gi\.S; AMENDING SECTIONS 84-2202, 

84-2203, 84-2204, 84-2206, 84-2207, AND 84-2209, R.C.M. 

1947; AND REPEALING SECTIONS 84-2101 ~HROUGH 84-2110, R.C.M. 

1947.• 

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

Section I. Section 84-2202, R.C.M. 1947, is amended to 

read as follows: 

•84-2202. Oil or gas producers' ~~eeftee severance tax 

amount exceptions. Every person engaging in or 

carrying on the business of producing, within this state, 

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

engaging in or carrying on the business of owning, 

controlling, managing, leasing or operating withinthis 

state any well or wells from which any merchantable or 

marketable petrol.eum or other mineral or crude oil £E_ 

natural gas is extracted or produced, sufficient in quantity 

to justify the marketing of the same, must, ~---+.he-ye-e.:r

e~~ftft~~--~~~y--~7--~9~~7--~~ each year +.here-e.~+.er7 when 

engaged in or carrying on any such business in this state, 
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pay to the state treasurer, for the exclusive use and 

benefit of the state of Montana, a ~~~~ severance taxL 

~---eft~-e.~ift~--ift-aft~-ea~~~-eft-e~eh-~e~fteee7 computed at 

the following rates: 

(a) Two and one-tenth per cent (2.1%) of the total 

gross value of that rortion of all the petroleum and other 

mineral or crude oil produced by such person from each lease 

or unit in the calendar quarter not in excess of an amount 

obtained by multiplying the number of producing wells on 

such lease or unit by four hundred fifty (450) barrels. 

(b) Two and sixty-five hundredths per cent (2 .65%) of 

the total gross value of that portion of all the production 

of such person from each lease or unit in each calendar 

quarter in excess of four hundred fifty (450) barrels 

multiplied by the number of producing wells on such lease or 

unit; but in determining the amount of such tax there shall 

be excluded from consideration all petroleum, or other crude 

or mineral oil produced and used by such person during such 

year in connection with his operations in prospecting for, 

developing and producing such petroleum, crude or mineral 

oil; provided, however, that nothing in this act shall be 

construed as requiring laborers or employees, hired or 

employed by any person, to drill any oil well, or to work in 

or about any oil well, or prospect or explore for, or do any 

work for the purpose of developing any petroleum or other 
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miJ)._e:ral or crude oil to pay sllCh -i-ieease severance tax, nor 

shall !ll1Y work be done, or the drilling of any well or 

wells, for tne purpose of prospecting or exploring for 

petroleum or other mineral or crude oils, or for the purpose 

of developing s arne, be deemed to be engaging in or carrying 

on of any such business~ provided, further, that in the 

doing of any such work, or in the drilling of any oil well, 

or in such prospecting, exploring or development work, any 

merchantable or marketable petroleum or other mineral or 

crude oil in excess of the quantity required by such person 

for carrying on such operation shall be produced sufficient 

in quantity to justify the marketing of the same, then such 

work, drilling, prospecting, exploring or development work 

shall be deemed to be the engaging in and carrying on of 

such business within this state '"'ithin the meaning of this 

section. 

(c) 'l'h~-:per-eeft~-·h~._t 'l'WO AND SIXTY-FIVE HUNDRJ',DTHS 

PERCENT (2.65%) of the total gross value of natural gas 

produced from each lease or unit, wil-ieh--~e---ie-~Jole 

we-i~e~~-p:-iee--iese--~eH--p!7!en~e--~~e1!'--~~±en--~-6~Q~l 

64-~Qifu---~-Ut±e-seMi.eii.I but in determining the amount of 

such tax there ~hall __ be ~-excluded from consideration all gas 

produced and used by such person during such year in 

connection with his operations in prospecting for, 

developing and producing such gas, or petroleum, crude or 

-3- SB 14 

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 0014/02 

mineral oil~ and there shall also be excluded from 

consideration all gas recycled or reinjectea into the ground 

er-~Jolerwi.ee-lte'e.-<Sa"Pe~'fm~tle'i~. 

~ Every person required to pay such tax hereunder 

shall pay the same in full for his own account and for the 

acoount 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 such 

extracted rnark"Ctable petroleum or other mineral or crude oil 

or natural gas in all leases establishing royalty interests 

entered into hereafter or in renewals of existing leases, or 

in division of proceeds orders, or by other contracts, such 

other owner or owners may agree with every person required 

to pay such tax that such other owner or owners will pay 

their prorata share of said tax, and that said prorata share 

may be deducted from any settlements under said lease or 

leases or division of proceeds orders or other contracts.• 

Section 2. Section 84-2203, R.C.Y. 1947, is amended to 

read as follc:Ms: 

"04-2203. Payment of tax. Such ~-ieeft~ severance tax 
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shall be paid in quarterly installments for the quarterly 

periods ending respectively March 31, June 30, September 30 

and Deceroher 31, of each year, and the amount of the oiieefl.\!e 

tax for each quarterly period shall be paid to the state 

department of revenue within e~i~~y--~~6T sixty (60) days 

after the end of each quarterly period." 

Section 3. Section 84-2204, R.C.M. 1947, is amended to 

read as fol.lows: 

"84-2204. Determination of gross value of product. The 

total gross value of all petroleum, and other mineral or 

crude oil or natural gas produced each year shall be 

determined by taking the total number of barrels or cubic 

feet thereof produced each month during such year at the 

aver age value at the mouth of the well during the month the 

same is produced, as determined by the state department of 

revenue: provided, however, that in computing the total 

number of barrels of petroleum, and other mineral. or crude 

oil or cubic feet of gas produced, there shall be deducted 

therefrom so much thereof as is used by such person in 

connection with the operation of the wel.l from which said 

oil or gas is produced or for pumping said petroleum or 

other mineral or crude oil or gas from the said well to a 

tank or pipeline." 

Section 4. Section 84-2206, R.C.~. 1947, is amended to 

read as fallows: 
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"84-2206. Record of product--carriers to furnish data. 

Every such person shall keep a record in such form as the 

state department of revenue may require, of all petroLeum 

and other mineral. or crude oil or natural gas extracted or 

produced by such person in this state, and such records 

shall at all times during the business hours of the day be 

subject to inspection by the state department of revenue, 

its members, agents, or employees. It shall be the duty of 

railroad companies, pipeline and transportation companies 

carrying crude or mineral oil, or natural gas to furnish to 

the state department of revenue, whenever requested so to 

do, all data relative to the shipment of said products, that 

may be required to properly enforce the provisions of this 

act. The failure of any railroad company, pipeline, and 

transportation companies to comply with the provisions of 

this section shall make sud1 companies liable to a penalty 

of one hundred ($100.00) dollars for each day it shall fail 

to furnish such statement." 

Section 5. Section 84-2207, R.C.M. 1947, is amended to 

read as follows: 

"84-220 7. Statement to accompany payment--

records--collection of tax--refunds. (l) Each and every 

person must, w-i~'k-i!!l--~'k-i~~,.-deye-e.r~er-~'ke-~ar~er-etl8.ift<y 

Ma~e'k-~~--~~~~,-efte within sixty (60) days after the end of 

each following quarter, make out on forms prescribed by the 
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department of revenue a statement showing the total number 

of barrels of merchantable or rr4rketable petroleum, and 

other mineral or crude oil or cubic feet of natural gas 

produced or extracted by such person in the state of Montana 

during each month of such quarter and during the whole 

guarter, the average value thereof during each month and the 

total value thereof for the whole quarter, together with the 

total amount due to the state as ~~een~e severance taxes for 

such quarter; and must, within such sixty (60) days deliver 

such statement and pay to the department of revenue the 

amount of the ~~eeftee taxes shown by such statement to be 

due to the state of Montana for the quarter for which such 

statement is made. Such statement must be signed and 

verified by the oath of the individual or individuals, or by 

the president, vice-president, treasurer, assistant 

treasurer, or managing agent in this state of the 

association, corporation, joint-stock company or syndicate 

making the same. Any such person engaged in carrying on 

such business at more than one place in this state, or 

owning, leasing, controlling, or operating more than one oil 

or gas well in this state, may include all thereof in one 

.statement. The departr.lent of revenue shall receive and file 

all such statements and collect and receive from such person 

making and filing a statement the amount of tax payable by 

such person, if any, as the same shall appear from the face 
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of the statement. 

(2) It shall be the duty of the department of revenue 

to examine each of such statements and compute the taxes 

thereon, and the amount so computed by the department of 

revenue shall be the taxes imposed, assessed against and 

payable by the taxpayer making the statement for the quarter 

for which the statement is filed. If the tax found to be 

due shall be greater than the amount paid, the excess shall 

be paid by the taxpayer to the department of revenue within 

ten {10) days after written notice of the amount of the 

deficiency shall be mailed by the department of revenue to 

such taxpayer. Provided, that if the tax imposed shall be 

less than the amount paid, the difference must be applied as 

a credit ag~inst tax liability for subsequent quarters, or 

refunded if there is no subsequent tax liability." 

Section 6. Section 84-2209, R.C.M. 1947, is amended to 

read as fcllOI-TS: 

"84-2209. Procedure to compute and collect tax in 

absence of statement. If any such person shall fail, neglect 

or refuse to file any statement required by section 84-2207, 

within the time therein required, the state departrr~nt of 

revenue shall, immediately after such time has expired, 

proceec to inform itself, as best it may, regarding the 

number of barrels of petroleum and other mineral or crude 

oil or cubic feet of gas extracted and produced by such 
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1 person in this state during such quarter, and during each 

2 month thereof, and the average value thereof during each 

3 such QOnth, and shall determine and fix the amount of the 

4 ii~R~e severance taxes due to the state from such person 

5 for such quarter and shall make out a statement, in 

6 duplicate, showing the same, and shall add to the amount of 

7 such iieet~.se taxes a penalty of twenty-five per cent 

8 thereof, and deliver one of such statements to the state 

9 treasurer, who shall proceed to collect the amount of such 

10 iiee~tse severance taxes, with the penalty added thereto and 

11 interest on the whole thereof at the rate of twelve per 

12 cent, per annum from the date of the making of such 

13 statement by the state department of revenue until paid. 

14 Upon request of the state treasurer, it shall be the duty of 

15 the attorney general to commence and prosecute to final 

16 determination in any court of competent jurisdiction, an 

17 action at law to collect the same. The twenty-five per cent 

18 penalty herein provided may be waived by the state 

19 department of revenue if reasonable cause for the failure 

20 and neglect to file the statement required by section 

21 84-220 7 is provided to the said department." 

22 Section 7. Repealer. Sections 84-2101 through 

2 3 8 4-2110, R. c.}!. 19 47, are repealed. 

-End-
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