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INTRGDUCED &Y f".{Lzu‘.Mvu .<€ ey

=
BY REQUEST DF/iHE DEPARTMENT OF REVENUE

A BILL FOR AN ACT ENTITLED: ®™AN ACT TDO CHANGE THE METHOD OF
COMPUTING THE OIL PRODUCERS* SEVERANCE TAX; AMENDING SECTION

542202y RelaMa 1947."

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

Section le Section 84-2202y ReLeMe 1947+ is amended to
read as follows:

"34-2202« O0il or gas producers® severance tax -
amount —-- exceptionse [l) Every person engaging in or
carrying on the business of producings within this states
petroleums wof other mineral or crude oils or natural gas or
engaging in or carrying on the business of owninge
controllings managings leasings 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 produceds sufficient in quantity
to justify the marketing of the sames musts each vyear when
engaged in or carrying on any such business in this states
pay to the s+ate department of revenues for the exclusive
use and benefit of the state of Montanas a severance taxy

computed at the following rates:
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LC 0467701

[a) Fwo—and-one—tenth-per-cent——42.1%y of the first
55000 .gf the total gross value of-that-portiton of all the
netroleaum and other mineral or crude oil produced by such
person from each 1lease or each Jlease within a unitized
property unit in the calendar quarteri not—in—-excess--of--an
amount-obtained-by-multip¥ying-the-number—of-producing—weltis
on—such-*ease—or—nn+t-b1—Four—hundred—f+?ty—fﬁ581—barre+sr

{b) Fwo-—snd-s+xty-five-hundredths-per-cent—{2.65%% of
the total gross value of that portion of all the production
of such person from each Tease or egach lease within a
unitjzed property untt in each calendar quarter in excess of
the first $5,000 of the total . gross waluei four-—hondred
fFifty—~ 4581 -barrels——muitipited-—by-the—nusber—of-producing
wetis-on—such—tesse—or—units but in determining the amount
of such- tax there shall be excluded from consideration all
petrolfeumy or other crude or mineral oil produced and used
by such person during such year in connection with his
operations in prospecting fore developingg and producing
such petroleumy or crude or mineral oil; provideds howevery
that nothing in this act shall be construed as requiring
laborers or employeesy hired or employed by any persony to
drill any oil welly or to work in or about any oil wells or
prospect or explore fory or do any work for the purpose of
developing any petroleum or other mineral or crude oil to

pay such severance taxs nor shatt may any work e doney or
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the drilling of any well or wellsy for the purpose of
prospecting or exploring for petroleum or other mineral or
crude oilse or for the purpose of developing samey be deemed
to be 2ngaging in or carrying on of any such businessi
providedy furthere that in the doing of any such works or in
the drilling of any o0il wells or in such prospectings
explorings or development worke 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 sames then such works drillings

prospectings explorings or development work shall be deemed

to be the engaging in and carrying on of such business
within this state within the weaning of this sections}

{c) Fwo-and-sixty—Ffive-hundredths—percent—{2.653%3% of
the total gross value of natural gas produced from each
lTease or unite 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 fors developings and producing
such gases oFr petroleumy Qr crude or mineral oil4y and there
shall also be excluded from consideration all gas recycled
or reinjected into the grounde

+d¥{2} Every person required to pay such tax hereunder

shall pay the same in full for his own account and for the
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account of each of the other owner or owners of the gyross
proceeds in value or in kind of all the marketable petroleum
or other wmineral or crude oil or natural jas extracted and

produceds including ownar or owners of working intercste

royalty interesty overriding royalty interasty <carried
working interests net proceeds interesty production
paymentsz 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 gass except that any of the aforesaid
interests that ars owned by the federals states countys or
municipal governments shall be exempt from taxation under
this chaptera Unless otherwise provided in a contract or
leases the pro rata share of any royalty owner or ownears
will be deducted from any settlements under said lease or
leases or division of proceeds orders or other contracts.”™

~End-
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STATE OF MONTANA |
REQUEST NO. _49-77

FISCAL NOTE ‘
F_orm BD-15 ‘J

January 11 ,19 _77__  there is hereby submitted a Fiscal Note

In compliance with a written request reczived
for __House Bill 111 pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members

of the Legislature upon request.

DESCRIPTION OF PROPOSED LEGISLATION

This bill is an act to change the method of computing the oil producerfs severance
tax.

ASSUMPTIONS
1. Administrative costs will remain unchanged by this bill.
2. Based on data from Miscellaneous Tax Division, the proposed legislation
will have no effect on state revenues. The computations were based on a

sample of oil severance tax returns. When geneéralized to all taxpayers
of the oil severance tax, the error should be less than 3%. : \J

FISCAL IMPACT

No Effect

(Prepared by Department of Revenue)

BUDGET DIRECTOR y‘
Office of Budget and Program Planning
Date: PATA RN
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Approved by Committee
on Natural Resources

HOUSE BILL NO. 111
INTRODUCED BY GASSINGERs SEVERSON

BY REQUEST OF THE DEPARTMENT OF REVENUE

A BILL FOR AN ACT ENTITLED: "™AN ACT TO CHANGE THE METHOD OF
COMPUTING THE OIL PRODUCERS® SEVERANCE TAX; AMENDING SECTION

B84—2232y RalaMe 19477

3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section le Section 84-2202+ ReCeMs 1947y is amended to
read a5 follows:

"g54-2202. 0Vil or qas producers® se;erance tax —
amount -—-- exceptions. (1)} Every person engaging in or
carrying on the business of oroducings within this states
petrolaumy or other mineral or crude 0ils or natural gas or
engaginn  in o} carrying on the business of owWninas
contrnllinay, managings leasinga or operating within this
state sny well or wells from which any merchantabic or
marketable petroleum or other mineral or crude oil or
natur3al cas is extracted or produceds sufficient in aquantity
to justify the marketino of the same2y musts each year when
engagzd in  or carrying on any such business in this stateys
pay t7» tne state department of revenues Ffor the 2=xclusive
use 3 benefit of the state of Montanas & sever2nce taxs

compuiled at the following rates:
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{a) Fwo-snd-one—tenth-per—cent-—{2.1%F of the first
253000 364000 of _the total gross value of-that-portion of
all the petroleum and other mineral or crude oil produced by
such person from cach lease or gach ledse within a _unitized
property onit in the calendar quarteri not—in-excess-of-an
esount- obteined—by—susitipFying-the-number—of-producing-welts
on-such—tenase—or-anit-By—four—hundred—-fi iy {456 -borvralasy

(b} Fwo-nnt-sinty-five-hondredths-per-cent—42.65%3% of
the total gross value of that portion of all.the production
of such person from eadch “1ease or gach  Ie¢ase within a3
unitized groparty wnit ineach calendar ‘quarter in excess of
the first $5:866 36.000 bf the tfokal grosg valug: Four
hordred-$itfy {658 r-doarreisi-mmitrptied——by--the——-number—eof
producing-—welis—on— —sweh-FaFse—or—unirts ‘but in determining
the amount of such tax there shall be excluded from
consideration 2all petroleumy or other crude or mineral oilt
produced and used by ‘such person during soch year in
connection with his operations in prospecting fore
developings and producing such petroleumy or crude or
mineral oil; provideds howevere that nothing in this act
shall be construed as requiring laborers or employeesy Rired
or employed by any persons to drill -any o0il welly or to work
in or about any o0il wells or prospect or explore fory or do
any work for the purpose of developing any petrolfeum or

other mineral or crude 0il to pay such severance taxs nor
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shadd may any work be donev or the drilling of any well or
wellsy for the purpose of prospecting or exploring for
petroleum or other mineral or crude oilse or for the purpose
of developing samey be deemed to be engaging in or carrying
on of any such business; provideds further, that in the
doing of any such works or #n the drilliing of any oil) well,
or in such prospectinge explorings or development works any
merchantable or marketablie petroteum 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 sames then such
works drillings prospectings explorings or development work
shall be deemed to be the engaging in and carrying on of
such DBDusiness within this state within the meaning of this
sections}l

(c) Fwo—and-sinty-five-hundredtha-percent~—1£2.65%% of
the total gress value of natura) gas produced from each
Tease or unity but in determining the amount of such tax
there shall be excluded from consideration all gas produced
and used by such persom during such year in comnection with
his operations in prospecting fors developingy and producing
such qasy er petroleumy 9r crude or mineral oil4s and there
shall also be excluded from consideration all gas recycled
or reinjected into the ground.

{ca FOR _PURPOSES OF COMPUTIMNG THE TAX IN SUBSECTIONS
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£1)LA) AND (1}iB) ABOYE, LEASE COUNT JNCLUDES ALL LEASES
CONTRIBUTING YO THE UNITIZED AREA WITHIN A UNIT OR ALL
TRACES WITHIN A UNIT PARTICIPATING IN PRODUCTLON.

143423 (3) 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 wmarketable
petroleum or other mineral or crude oil or natural gas
entracted and producedy including owner or owners of working
interestys royalty interesty overriding royalty interestes
carried working interests net proceeds intereste production
paymentss and all other interest or interests owned or
carved ouf of the total gross proceeds in value or in kind
of such extracted marketable petroleum or other wmineral or
crude o0il or natural gass except that any of the aforesaid
interests that are owned by the federals states countyy or
municipal governments shall be exempt froa taxation under
this chapter. Unless otherwise provided in a contract or
leases the pro rata share of any royalty owner or owners
will be deducted from any settlements under said lease or
leases or division of proceeds orders or other contracts."

—End-

—f— HB 111
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HOUSE BILL NDO« 111
INTRODUCED BY DASSINGERs SEVERSON

BY REQUEST OF THE DEPARTMENT DOF REVENUE

A BILL FOR AN ACT ENTITLED: ™AN ACT TD CHANGE THE METHOD OF
COMPUTING THE OIL PRODULERS® SEVERANCE TAX; AMENDING SECLTION

84—22032y ReleMa 1947"

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

Section le Section B4—-2202s RaCoMe 1947+ is amended to
read 1s follows:

"34-2202« 0i1 or gas producers' severance tax --—
amount -—- exceptionss (1) Every person engagine {in or
carrying on the business of producings within this states
petroleumy er other mineral or crude oils or natural gas or
engaging in or carrying on the business of ownings
contrallings managings leasingy 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 producedy sufficient in auantity
to justify the marketing of the samey musty each year when
engaged in or carryin? on any such business in this states
pay to the state department of revenuesy for the exclusive
use 3nd benefit of the state of Montanas 2 severance taxs

computed at the following rates:
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(a) ¥w0~anﬂ-ene;tenth-pef—eent;;fz-12} of thé figs¥
$5+0808 562000 of the total gross value of—thdi‘pOVEGOQ‘ﬁb
all the petroteum and other mineral or crude 0i} produced by
such person from each lease or gach Jcase ‘within a unitized
progecty ‘wnit. in the calendar quarteri nok-in-execess—of-an
ascunt-obteined-by-suttiptying-the-riunber—of-producing-wetts
en-such-tease-or-unit-Sy-Ffour-hundred- £ Fiy-{§56)-barrelss

[(bF Fwo-wnd-sinty—Five-hundredtin-per-eont—$Z2.65%) of
the total gross value of that portion of al) .the production
of such person from eath "Tease eor each. -Yéade  within’ a
ynifized propirfy onie Freach calendar quarter in éxcess of
hondrad-Ei Y~ £ 450~ barFe FE -t ip¥iod—y —the—numbev—eof
produting——wel¥¥—onN--suchi—Filse-or-unrts bot -in determining’
the amount of such tax there shall .be excluded  from
consideration all petroleumy or other crude or mineral ail
produced and used by sach person during such vyear in
connection with his operations in prospecting fore
developings and producing such petrofeamsy or crude or
wineral oilj provideds hewevers that nothing in this act
shall be construwed as requiring Yaborers or employeess hired
or employed by any persons to drill -any il welly or to work
in or about any oil welly or prospect or explore fory or do
any work for the purpese of developing any petrofTeuwm or

other mineral or crude 0il to pay such severance taxs nor

-2- HB 111
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sheld pay any work be doney or the drilling of any well or
wellsy for the purpose of prospecting or exploring for
petroleum or other mineral or crude oilsy or for the purpose
of developing samey be deemed to bDe engaging in or carrying
on of any such business; provideds furthers that in the
doing of any such works or in the drilling of any:0il well,
or in such prospectings explorings or development works 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 sames then such
worke dritlings prospectings explorings or development work
shall be deemed to beé the engaging in and carrying on of
such Dusiness within this state within the meaning of this
sectionwi

(c) Fwo-and-sixty-five-hundredths-percent—{2.65%% of
the total gross value of natural gas produced from each
Tease or unity but in determining the amount of such tax
there shall be excluded from consideration all gas produced
and used by such persom during such year in connection with
his -operations in prospecting fors developingg and producing
such gass or petroleumy gor crude or mineral oil4y and there
shalt ‘alsoc be excluded from consideration al} gas recycled
or reinjected into the groundes

{2} _FuR __PURPDSES _OF COMPUTENG THE TAX IN SUBSECYIONS

~-3- HB 111
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£13{A) AND ())¢B) ABOVE. LEASE COUMT INCLUDES _ALL 'LEASES
CONTRIBUYING TO THE UNIYIZED ABEA WITHIN A UNIT DR ALL
IRACTS WITHEN A UNJT PARTICIPATING IN PRODUCTION.

td¥£23(3} 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 al! the marketable
petroleum or other mineral or crude oil or natural gas
extracted and producedy including owner or owners of working
interesty royalty interestes overriding royalty interest,
carried working interests net proceeds interest., production
paymentsy and all other interest or interests owned or
carved out of the total gross proceeds in valwe or in kind
of such extracted marketable petroleum or other wmineral or
crude 0il or natural gass except that any of the aforesaid
interests that are owned by the federals States countys oOr
msunicipal governments shall be exempt from taxation under
this chaptere Unless otherwise provided in a contract or
Jeases the pro rata share of any royalty owner or owners
will be deducted from any settlements under said Jlease or
leases or division of proceeds orders or other contracts.®

~End-

—4— HB 111
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HOUSE BILL NOe. 111
INTROOUCED 3Y DASSINGERe SEVERSON

BY REWUEST OF THE DJEPARTMENT OFf REVENUE

A BILL FOR AN ACT ENTITLED: AN ACT TO CHANGE THE METHOD OF
CIMPUTING THE OIL PRODUCERS' SEVERANCE TAX; AMENDING SECTION

B4—22T729 HeleMe 13477

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

Section ls Section B84-2202¢ ReLeMe 194T» is amended to
read as follows:

»g4-2202. Dil or gas producers® severance tax -—-
amount —-- exceptionse (l) Every person engagino in or
carryina on the business of producings within this states
petroleumy or other mineral or crude oily or natural gas or
engaging in or carryina on the business of owninas
controllings man3aingy leasinaqs or operating within this
state 2ny well or wells From which any merchantable or
marketanle petroleum or other mineral or crude oil or
natural gas is extracted or produceds sufficient in quantity
to justify the marketina of the sames musty e3ach year when
engaged in or carryinad on any such business in this states
pay to the state dJepartment of revenues for the exclusive
use and benefit of the state of Montanias 2 severinde taxe

computed at the followino rates:
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{2} Fwo-and-cne~tenth-per—cent——-{2.1%¥% of the first
53900 $6,000 of the total gross wvalue of—thet—portion of
all tne petroleum and other mineral or crude oil produced by
such person from each lease or gach lease within a _upitized
property wun+t in the calendar quarterj not—in-excess—of-an
amount-obenined-by-muttiptying-the-number-of—producina-weits
oen—such—tesse—or—unit-by—four—hundred-fifty—£45¢+-borretss

(b) Fwo-snd-sixty—five-nundredths-per-cent—4t2.65%% of
the total gross value of that portion of all the productioﬁ
of such person from each 1lease or gach _lease within _a
unitized proparty unét in each calendar quarter in excess of
the first $5v080 $6.000 of _the total gross valuei four
Aundred-fifey-t459y-barrets--nuttipiied-—by--the——number——of
producing-—welis—on——such—tease—or—unttt but in determining
the amount of such tax there shall be excluded from
consideration all petroleumy or other crude or mineral oil
produced and used by such person during such year in
coannection with his operations in prospecting fors
developings and producing such petroieumy or crude or
mineral oil; provideds howevers that nothing in this act
snal)l be construed as requiring laborers or emplayeess hired
or empioyed by any persons to drill any o0il welly or to work
in or ibout any oil w2lls or prospect or explore fory or do
any <nrk for the purpose of developing any petroleum or

other mineral or crude oil to pay such severance taxs nor

e HH 111
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shatt mpay any work be doney or the drilling of any well or
wellsy for the purpose of prospecting or exploring for
petroleum or other mineral or crude oilse or for the purpose
of daveloping samey be deemed to be enocaging in or carrying
on of any such business; orovidedy furthersy that in the
doing of any such worke or in the drilling of any oilt wells
or in such prospectings explorings or development works any
merchantable or marketable petroleum or other mineral or
crude oil in excess of the guantity required by such person
for carrying on such operation shall be produced sufficient
in quantity to justify the marketing of the sames then such
worke drillings prospectingy explorings or development work
shall be deemed to be the engaqQing in and carrying on of
such business within this state within the meaning of this
sectionwy

{c} Fwo-and-sixty-five—hundredths-percent——{2.565%% of
the total gross value of natural gas produced from each
l2ase or unite 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 n>erations in prospecting fors develosings and oroducing
such (asy or petroleusmy Qf crude or mineral cil4xs and there
shall also be excluded from consideration all gas recycled
or reinjected into th2 grounds

(£} _rOR__PURPOSES OF COMPUTENG THE TAX IN SUBSECTIONS
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LL}{A} _AND {1){B) ABOVEs LEASE COUNT INCLUDES ALL _LEASES
CONTRIBUTING _TO THE _UNITIZED AREA WITHIN A UNET._OR ALL
%EALIS.HIIHIH_A_UIII.EA&IILIEAILBG.IN_EBQQULILQE;

t43t23¥43) FEvery person required to ©pay such tax
her-:uader shall pay the same in full for his own account and
for tha 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 produceds including owner or owners of working
intaresty royalty interests overriding royalty interesty
carriad working interesty net proceeds interesty production
camentss and all ota2r 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 o0il or natural nass except that any of the aforesaid
interests that are owned by the federals states countys or
municipal governments shall be exempt from taxation under
this chaptere Unless otherwise provided in a contract orf
leases the pro rata share of any royalty owner or owners
will e deducted from any settlements under said lease or
leases or division of proceeds orders or other contractse®

- End—
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