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~ BILL .iO. -l5!!i_ 

"TMDUOED BY ~ ~l 

ACl' Ei-ITITLED: •Ai< ACT Al-li::LmiNG A 3ILL FOR IIi~ SECTIOi< 

84-2202, R.C.M. 1947, TO PROVIDE THAT OIL PRODUCTION ROYALTY 

INTJO:!GSTS ARE REQU.IRZD TO SHARE THE BURDEN OF THE OIL 

PRODUCERS 1 LICENSE TAX ON A PRO RATA BASIS. • 

3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTA..~A: 

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

read as follCMs: 

• B4-2202. Oil producers • license tax--amount--

exceptions. Every person engaging in or carrying on the 

business of producin<,i, wi tnin t!U.s state, petroleum, or 

other mineral or crude oil, or engaging in or carrying on 

tile business of owning, controlling, managing, leasing or 

operating within tnis state any well or wells from whicn any 

.o1erci:1antaole or marketable petrole1El or otner mineral or 

crude oil is extracted or prod,lced, sufficient in quantity 

to justify the marketing of the same, must, for the year 

beginning July 1, 1957, and each year thereafter, wnen 

engaged in or carrying on any such business in this state, 

pay to the state treasurer, for the exclusive use and 

benefit of ~~e state of Montana, a license tax for enga~ing 

in and carrying on such business, computeu at the following 
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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 (4501 barrels. 

(b) Two and sixty-five hundredths per cent (.2.65%1 of 

the total gross value of that portion of all the production 

of sucn J?erson 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 Silch 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 wi tl~ his operations in prospecting for, 

developing and producing such petroleum, crude or mineral 

oil; provided, however, that notl~g in this act shall be 

construea 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 pros;?ect or explore for, or do any 

worK for t:•e p'-lr;?ose of deveLoping any petroLeum or other 

mineral or crude oil to pay such license tax, nor shall any 

work be done, or the urilling of any well or wells, for the 

purpose of prospecting or exploring for petroleum or other 

-2-
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mineral or crude oils, or for L~e purpose of developing 

same, be deemed to be engaging in or carrying on of any such 

business; provided, further, that in ti"e 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 carr~ing on of such 

business within this state within the meaning of this 

section. 

(cl 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 ti>e other owner or owners of the gross 

proceeds in val.ue or in kind of all the marketable petroleum 

1~ or ot.her mineral or crude oil extracted and produced, 

19 including owner or owners of working interest, royal.ty 

20 interest, overriding royalty interest, carried working 

21 interest, net proceeds interest, production payments and all 

22 other interest or interests owned or carved out of the total 

23 gross proceeds in Yalue or in kind of such extracted 

24 

2.5 

marketable petroleum or other mineral or crude oil.,-i:ft ..:.....-!!!. 

all leases establishing royalty interests eft~e~e-·~ft~e 
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!t~ea~~e~ or in renewals of existing leases, or in division 

of proceeds orders, or by other contracts, ~~eh-e~e~--ewfte~ 

e~--ewfte~--May-a~ee-w~~-e¥e~-~e~seft-~~~~~e~-~e-~ay-~~e!t 

~e.!K-i!!te.oe such oti1.er owner or owners will pay t;"leir prorata 

share of said tax, and ~e.oe said prorata share May will be 

deducted from any settlements W1der said lease or leases or 

division of proceeds orders or oti>er contracts." 

Section 2. If a bill to amend section 84-2202 to tax 

the production of natural gas is enacted in 1975, it is the 

intention of the legislature ~1.at this act applies to 

natural gas produ.ction as well as oil production. 

Section 3. Nothing in this act hlay be construed to 

impair obligations under contracts in force as of the 

effective date of this act, if such construction would 

violate the United States constitution. 

-End-· 
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SENATE BILL NO. 308 

INTRODUCED IlY MATHERS, TURNAGI: 

A BILL FOR k~ ACT ENTITLED: wAN ACT AMENDING SECTION 

84-2202, R.C.M. 1947, TO PROVIDE THAT OIL PRODUCTION ROYALTY 

INTERESTS l'tREI ~ REQUIRED TO SHARE THE BURDEN OF THE OIL 

PRODUCERS' LICENSE TAX ON A PRO RATA BASIS AND EXEMPTING 

GOVERNMENTAL ROYALTIES FROM SUCH TAX." 

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

Section l. Section 84-2202, R.C.~1. 1947, i51 amended to 

read as follo.o~s: 

"84-2202. Oil producers' license 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 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 is extracted or produced, sufficient in quantity 

to j us t i fy the marketing of the sa "Tie, must, for the year 

beginning July 1, 1957, and each year thereafter, when 

engaged in or carrying on any suc:1 business in this state, 

pay to the state treasurer, for the exclusive use and 

benefit of the state of Montana, a license tax for engaging 
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in and carrying on such business, 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 L~ 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 sucl1 

year in connection with his operations in prospecting for, 

developing and producing such petroleum, crude or mineral 

oil; provided, however, tnat 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 ex?lore for, or do any 

1vork for the purpose of developing any petroleum or ot:1er 

mineral or crude oil to pay such license tax, nor shall any 

work be done, or the drilling of any v1ell or wells, for the 

-2- SB 308 
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purpose of prospecting or exploring for petroleum or other 

miner~! 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 m~aning of this 

section. 

(c) 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 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<t-tl'IT 'lift 
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~!2--ieeee~--ee~abiiektft~--royei~y--i~eres~s--eftteree--tft~e 

fterea~ter-er-ift-~ettewais-e~-..te~in~-ieaees~-er-ift--4i¥teiett 

e*--preeeeas-era~~-er-~-~r-een~rae~sT-s~ft-etfter-ew~ter 

er-ew~ters-.ey-~ree-wi~ft-e..ry-persett-r~iree-~e--pay--e~eft 

~---~---~eft-eeft&r-ewtter-er-ewnere-wiii-pey-~fteir-prere~e 

!!tft!tre-~-ie-~eKT-fte-tiia~-seid-prera~e-sftflre, EXCEPT THA'I' 

ANY OF THE AFORESAID INTERESTS THAT ARE OWNED BY THE 

FEDERAL, STATE, COUNTY OR MUNICIPAL GOVERN~lENTS SHALL BE 

EXEMPT FROM TAXATION UNDER THIS CHAPTER. UNLESS OTHERWISE 

PROVIDED IN A CONTRACT OR LEASE, THE PRO RATA SHARE OF ANY 

ROYALTY OWNER OR OWNERS may will be deducted from any 

settlements under said lease or leases or division of 

proceeds orders or other contracts.n 

Section 2. If a bill to amend section 8 4-2 2 02 to tax 

the production of natural gas is enacted in 1975, it is the 

intention of the legislature that this act applies to 

natural gas production as well as oil production. 

Section 3. Nothing in this act may be construed to 

impair obligations under contracts in force as of the 

effective date of this act, if such construction would 

violate the United States constitution. 

-End-
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SENATE BILL iiO. 308 

INTRODUCED 3Y MATHERS, TURHAGI: 

A 3ILL FOR ~1 ACT ENTITLED: "AU ACT AMENDING SECTIO:~ 

8 4-2202 1 R. C. M. 194 7 1 TO PROVIDE THAT OIL PRODUCTIO'< ROYALTY 

INTERESTS i'<RE HAY BE REQUIRED TO SHARE THE BURDEN OF THE OIL 

PRODUCERS' LICENSE TAX 0:~ A PRO RATA BASIS AND EXEMPTING 

GOVERNMENTAL ROYALTIES FROM SUCH TAX." 

!3E IT ENACTED BY THE LEGISlATURE OF THE STATE OF HONTANA: 

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

read as follCMs: 

KB4-2202. Oil producers' license tax--amount--

exceptions. Every person engaging in or carrying on the 

business of producing, within this state, petrole\llll, or 

other mineral or crude oil, 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 is extracted or produced, sufficient in quantity 

to justify the marketing of the SCL'lle, must, for the year 

beginning July 1, 1957, and each year thereafter, when 

engaged in or carrying on any such business in this state, 

pay to the state treasurer, for the exclusive use and 

benefit of the state of Montana, a license tax for engaging 

T H I R D READING 
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in and carrying on such business, computed at the following 

rates: 

(a) Two and one-tenth 2er cent (2.1%) of the total 
I 

_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 laLorers 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 

mineral or crude oil to pay such license tax, nor shall any 

work be done, or the drilling of any well or wells, for the 

-2- SB 309 
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~ nf p~il:l.g or e.zpl.ocing for petn~Lewn or ot:.hec 

amerotl. or cnade oil•, or fm: t.he ~ c£ d4-.velop.i.&q 

saae .. be deemed lbo ee .e:ragap.aq in or earryia<g 011 of -'1 •Udh 

business: .provided_, fUJ:"thec~ that ba ~ doing of BJ:l'f such 

wori;~ Gc iD the dril.l.i.D-w -o£ _, oil ·well .. oc in a:uc$ 

~ .. ez:pl<Ori.ng or 4-evelopment work .. urr merctlant.abl.e 

.or -~ petr,oleum ,gr orther m.i.nm-al DC erlll(le -o-il in 

~ -of the quanti-ty required by a~imb person for ~'iJ 

.on such cope·:ntt:i:on -ahal.l be ~ed smfkient in q\lalXtit;r 

to ::i'ustify the ~ of ±he aure, then such work~ 

drilli.ng .• prospactinq~ expl.oring or d-eve1QPIIIent woa::k ~1 

be -deemed to .be :tbe engll9in9 in and ca.r.ry.ing on of aueb 

li:ns:iDeSS within thu state rithin the ~q of this 

section. 

(c) Every pez:son .r.egui.J:Ied t:o pay &J.tch tax he.reunder 

·ShalJ. pay the same "in J:ull "for hi'll own ilCaQunt .end -for ·tbe 

account of .each of :the other -1:Mner or .owners o£ the ·gx"OS$ 

proceeds .in vdue or .in ;kind of .a.:Ll the . ..u:~ pet.n~leum 

or other .m±nerti or crude oil extraa:ted and produced, 

inclwling uwner or ·owner.s af working ;interest~ roya:lty 

in::l:erest., overr.iding rQ¥alty int-erest_, .carried working 

interest,. ne± proceeds interest, production payments .and a:ll 

23 other interest or ..intwrests owned ar carved out of the total 

24 gross _proceeds in value or in kind of such e..'ttracted 

25 marketahle petrole\1!11 or other mineral or c.rl.lde oilr~.,. iiti 

-3- SB 308 
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•H-;-...- _ _.lil~~ot:y-iftt!er-u~-._~.---~ 

M!r-ft~-- Mee~ral-.. e4-eeet!~~e"e.,-..,.~-~i~OI!t 

~ w~ eo~ ~~·----,...,--...e 

~-~- ••• ltHher----~~t%-pa,.-~-p,ror-. 

s.llere-eE--1id-e.tt,-....,.~~-;preret.e-$tl(tre~ l:~.:&iP'1' THA'l' 

ANr OF THE ~~D lN!I;~TS THAT ~ ,~D :BY T$ 

~~l S:t'.A~, -couN:t;r OR ;llJUJ:i;ICIP.U. GOY~ ~ BE 

EUMPT . f'ROM. ~'1'i!Q111 Wil~ "'l'iH.lS .cHAPTeR. U!U§S$ Q:OOE!WISE 

PROV!!;I?f@ l~ fA ~cy QR k9SE~ THE PRQRA~ SHARE OF Nt!Y 

-~~ 0!1!!$R ·~ -~ ..,. :w-ill be deduct@ f,rom any 

sett~ under s~~ le~e Qr le~es Qr d~vision of 

proceeds ~-Qeps .o.r ·other cont,cOK<ts. ~ 

Sec-tion 2, !'f ,a b.ill ~0 cwen4 sect.W,n c84.-:2202 to tax 

.tne p,Jl()Quat)..~ 9£ n<~-t.,..::41J. g;u; i~ en~ted. in 1915_, -~ ,is the 

.intention 00: tile le<J.isl.;;ttwe ~ha.t this ~ ;i;;>p;lies to 

n<ltll£al <Jas production as wel:l a1> .;:.i.l p.rouuction. 

seot,ipn 3. Nothing in this act may >..e construed to 

imP<ti-r obl,iga-tions under contracts ip force as of the 

effecti:ve date .of this act, if suc;l constructiqn would 

violate the United States constitution. 

-r:nd-

-,4- SB 308 
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SENATE BILL NO. 308 

INTRODUCED BY MATHERS, TURNAGE 

A BILL FOR AN N:.T ENTITLED: "i'.N ACT Al1ENDING SECTIOtl 

34-2202, R.C.l-1. 1947, TO PROVIDE TP.AT OIL PRODUCTION ROYALTY 

INTERESTS liRE ~ REQUIRED TO SHARE THE BURDEN OF THE OIL 

PRODUCERS 1 LICENSE TAX ON A PRO RATA BASIS AND EXEMPTING 

GOVERNMENTAL ROYALTIES FROM SUCH TAX." 

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 producers' license 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 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 is extracted or Produced, sufficient in quantity 

to justify the marketing of the same, must, for the year 

beginning July 1, 1957, and each year thereafter, when 

engaged in or carrying on any such business in this state, 

pay to the state treasurer, for the exclusive use and 

benefit of the state of Montana, a license tax for engaging 
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in and carrying on such business, computed at the followinq 

rates: 

(a) Two and one-tenth oer 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 ~~ere 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 he 

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 

mineral or crude oil to pay such license tax, nor shall anv 

work be done, or the drilling of anv well or wells, for the 

-2- SB 30? 
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purpose of prospecting or exploring for petroleum or other 

mineral or crude oils, or for the purpose of developing 

same, he deemec'. to be engaging in or carrying on of any such 

business; proviued, further, that in the doing of any such 

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

prospecting, exploring or c1.evelopment work, any merchantable 

or marketable petroleum or other mineral or crude oil in 

excess of the QUantity recruired by such person for carrying 

on such operation shall be produced sufficient in quantity 

to justify the marketing of the same, then such wo·k, 

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) Every person required to pav 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 extracted and produced, 

including owner or owners of working interest, royalty 

interest, overriding royalty interest, carried work in(! 

interest, net proceeds interest, production payments and all 

23 other ;nterest or interests owned or carved out of the total 

24 gross proceeds in value or in kind of such extracted 

25 marketable petroleum or other ~~neral or crude oil~-i~T ~ft 
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s~~--~eases--es~aeiisai~~--reya~~y--in~eres~e--en~erea--in~e 

kerea~~er--er-in-renewa~s-ef-e~is~in~-~easesy-er-in-~i¥isien 

ef-preeeeas-er4ere7-er-ey-eeaer-eenerae~sT-s~eh-eeaer--ewner 

er--ewners--may-a~ree-wi~k-e¥ery-pereen-r~~ire~-~e-~y-s~eh 

~-~s~-s~eh-eeker-ewner-er-ewners-wi~~-pay--efteir--prereee 

sftsre--ef-seid-ea~y-sn4-~ftae-seia-prereee-sftare, EXCEPT THAT 

ANY OF THE AFORESAID INTERESTS THAT ARE OWNED BY THE 

FEDERAL, STATE, COUNTY OR MUNICIPAL GOVERNMENTS SHALL BE 

EXEMPT FROM TAXATION UNDER THIS CHAPTER. UNLESS OTHERWISE 

PROVIDED IN A CONTRACT OR LEASE, THE PRORATA SHARE OF ANY 

ROYALTY OWNER OR OWNERS .a,. ~ be deducted from any 

settlements under said lease or leases or division of 

proceeds orders or other contracts.• 

Section 2. If a bill to amend section 84-2202 to tax 

the production of natural gas is enacted in 1975, it is the 

intention of the legislature that this act applies to 

natural gas production as well as oil production. 

Section 3. Nothing in this act may be construed to 

impair obligations under contracts in force as of the 

effective date of this act, if such construction would 

violate the United States constitution. 

-End-

-4- SB 308 


