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sif} no. 593
INTRODUCED aY Eﬁ; . —

BY REQUEST OFf THE GOWERNODR

A BILL FOR AN ACT ENVITLED: "AN ACT TO ENCOURAGE
EXPLORATION FOR NATURAL GAS 3Y EXEMPTING NEW GAS PRODUCTION
CONSUMED IN MONTANA FROM THE NET PRDCEEDS TAX FOR A 2-YEAR

PERIQD AND PROVIDING AN EFFECTIVE OATE."

BE IT ENALTED BY THE LEGISLATURE OF FHE STATE OF MONTANA:

Section le Policys It is the public policy of this
state to promote 2 sufficient supply .of natural gas to
provide for the residents of this state and to lassen
Montana®s dependence on imported natural gase

Section 2. Exemption from net proceeds taxe All
natural gas producad in this state from wells drilled after
Decemper 31y 1976+ and all  patural gas produced in this
state which is contracted for sale after December 3le L1976y
from wells from which no gas was sold during the calendar
year of 1976 will be exempt from the net proceeds tax
imposed by Title 84y chapter 62s if the gas is5 consumed
solely in Montanae

Section 3. Act temporarys This act is effective from
January ls 1977 until July le 1979

~End-

INTRODUCED BILL



STATE OF MONTANA

REQUEST NO. __427-77
FISCAL NOTE

Form BD-15 V

In compliance with a written request recaived February 9 , 19 77, there is hereby submitted a Fiscal Note
for House Bill 553

pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.
Background information used in developing this Fiscal No;e is available from the Office of Budget and Program Planning, to members
of the Legislature upon request,

DESCRIPTION

This bill encourages exploration for natural gas by exempting new gas production consumed
in Montana from the net proceeds tax for a 2-year period and provides an effective date.

ASSUMPTIONS

This bill will have no measurable fiscal impact. The exemption from tax applies only to
those wells that are new or those which are currently not paying any taxes. Wells which
are now producing will continue to pay taxes as long as they continue to produce natural
gas.

LONG~-RANGE EFFECTS

The long-range impact will occur when the state returns to current law on July 1, 1979.
After that date the gas produced by new wells which began producing between July 1, 1977
and June 30, 1979 would become subject to taxation.

PREPARED BY DEPARTMENT OF REVENUE

BUDGET DIRECTOR
Office of Budget and Program Planning

Date: __e2+ (¢~ 7 1 -
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Approved by Committee
on Naturual Resources

HOUSE BILL NUe. 553
INTRODUC=D 8Y DRISCULLs MELOY

8Y REQUEST OF ThHE GOVERNIR

A BILL FOR AN ACT ENTITLED:  ™AN ACT  TO  ENCOURAGE
EXPLUAATION FOR SATURAL GAS BY EXEMPTING NEW GAS PRODUCTION
CONSU#=3 IN MONTANA FROM THE NET PRUCEEDS TAX FOR-—A——B-¥EAR
FPERTEE—AND—PROY EBENG—AN—EFFEETIVE-DAFE AND SEVERANCE TAX FOR
A__ _3-YrAR . PERIOD; AMENDING SECTIONS 84-2202y 84-2207s
84-6202s AND 84-0620%s RelaMe 1947

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

Section e Policys [t is the public policy of this
state to oromote 3 sufficient supply of natural gas to
provia: for the residents of this state and to tlessen
Montana®s dependence on imported natural case

Sec£ion—E-—-Exemntioﬂ—-—ffem—--net——pfoeeeds-—ta:- A+
matarad-sas-prodoced-in—this—state—from—weits—dritted-—nfter
Beeemyer—~3ty-—1+916vy--and—ati--netural-a2s-produced—in—thts
state-whteh—Fs—econtracted—fer-sate—after—Becember—3ty——19¥6y
from—-wetis——from—which-no—aass—was-sotd-durina-the-catendar
year—of-13¥5-witt-——be——exemot--from-—the--net--proceeds——tax
imposed-——py-—Fitte-—Ghy-—chapter——62y-+f-the-1as—is-consumed
sotety-+tn-Montanay

seetion—Iz——ket-temporarysy fThis-act-rs——affective——fron
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Ianvary-ty-+9F¥y-vntit-doby~ty-1939»

SECTION 2o FHERE IS5 A MEW RaleMe SECTION THAY READS AS
EQLEO~S:

{1} Exemption from net proceeds and severance taxe
Natural gas produced from a well 5000 feet deep or deeper on
wnich 1rilling was commenced after December 31y 1975+ but
befor: December 31y 1980+ is exempt from one-half the net
proceads tax imposed by chapter 624 Title 84 and all of the
severance tax imposed by B84-2202 for 3 years if the gas
produced from the well is

{a) placed into a natural gas distribution system for
delivery to consumers after diligent completion of the welly
and

(p) distributed by a natural gas distribution system
servina only natural gas consumers within Montanas or at
least 1000 natural gas consumers within Montanae The 3 year
exemption provided by this section shall begin when natural
gas trom a cualifying well is First placad into a natural
qgas distribution systeme

{2) Notwithstandina the provisions of subsection (1l}e
all reporting reouirements under the net proceeds and
severance taxes remsin in etfacta

SECTION 30 SECTION 84-22020 KeCaMe 1947 IS AMENCED TO
KEAD A> FULLUWS:

"84-2202. Qi1 or aqas oroducers! severance tax --

- H3 553
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amount -- exceptions. Every person engaging in or carrying
on the bHusiness of producings within this states petroleum,
or other mineral or crude oilsy or natural gas or enocagino in
or carryinag on the business of owninge controlling,y
managings leasing or operatino within this state any well or
wells from which any merchantable or marketable petroleum or
other mineral or crude o0il or natural gas is extracted or
produceds sufficient in quantity to justify the marketing of
tne sames w®wusts _except as provided in [section 23 of this
Acts 2ach year when engaged in or carrying on any such
busina2ss in this states pay to the state department of
revenues for the exclusive use and benefit of the state of
Montanas a Severance taxs computed at the followinm rates:

{a) Two and one-tenth per cent t2.1%}% of the total
gross value of that portion of all the petroleum and other
mineral or crude ci) produced by such person from each lease
or wunit in the calendar quarter act in axcass of an amount
obtained by multintyinc the number of producing wells on
such lease or unit by four hundred fifty {45C+ barrelse

{p) Two and sixty-five hunoredths per cent £2.65%% of
the total gross value ot that portion of all the oroduction
of such oerson from each Jease or unit in #ach calendar
quartzr in excess of four——hondred-—f+fey-~—1t450% barrels
multiplied by the number of producina wells on such lease or

unit; but in determining the amount of such tax thers sh311]
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pe excluded from consideration all petroleums or nther crude
or mineral oil produced and used %y such person during such
year in connection with his operations in prospectina fore
developing and producing such petroleums crude or mineral
pil; provideds howevere that nothing in this act shall b
construcd as reqguirint laborers or employeese hired or
employed by any persons to drill any cil welly or to work in
or 3bout any oil wells or prospect or explore fors or do any
work For the puroose of developing any petroleum or other
mineral or crude oil to pay such severance taxs nor shall
any #ork be dones or the drilling of any well or wellss for
the purpose of prospectinag or exploring for petroleum or
other mineral or crude oilss or for the nurpose of
develaping sames be deemed to be engaging in or carryinc on
of any such business; provideds furthers that in the doina
of any such works or in the drilling of any oil welle or in
such prospectings explorina or development woTke any
merchantable or marketable petroleum or other mrineral or
crude il in excess of the quantity recuirad by such person
for carrying on such operation shall be preduced sufficient
in quantity to justify the marketing of the saney thon such
works urillinges prospectinons exploring or develonment work
shall hbe deemed to be the enogaainn in and carryin~T on of
such husiness within this state within the wreanina of this

sections

~4= HA 553
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{c} Two and sixty-five hundredths percent 42.65%% of
the total aross value eof natural aqas produced from each
lease or unity but in determining the amount of such tax
there shall be excluded from consideration ai} jgas produced
and used by such person during such year in connection with
his operations in prospecting fors developina and producina
sucn 0aass or petroleume crude or mineral oil; and there
shall also be excluded from consideration all aas recycled
or reinjected into the grounda.

{d} 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 tne other owner or owners of the gross
proceads in value or in kind of all the marketabie petroleum
or otner mineral or crude oil or natural gas extracted and
produceds includina owner or owners of working interesty
royalty interests overriding royalty interesty carried
workina fnterestq net proceeds interests production pavments
and 311 other interest or interests owned or carved out of
the total gross onroceeds in v2lue or iin kind of such
extracted marketable petroleum or other mineral or crude o0i)
or natural gass except that any of the aforesaid interests
that ar= owned by the federal, states county or municipal
goveramants shall be exempt from taxation under this
chaptere. Unless otherwise provided in a contract or Jleasey

the nro rata share of any royalty owner or owners witl be
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deducted from any settlements under said lease or leases or
aivision of proceeds orders or other contractse™

SELTION 4e SELCTION 54-2207y RefeMe 1947+ LS AMENDED TO
BREAD AS FOLLOWS:

*34-2207. Statement to accompany payment —— records
—— collection of tax -- refundse (1) Each and every p=2rson
musty within s+xty—{60} days after the end of each following
quartars make out on forms prescribed by the department of
revenue a statement showing the total number of barrels of
merchantable or marketable petroleume and other wmineral or
crude cil or cubic feet of natural gas produced or extracted
by such person in the state of Montana during each month of
such guarter and during the whole quarters the average value
thereof during each wmonth and the total value thereof for
the wnole quarters together with the total amount due to the
state 3s severance taxes for such quarter; and musts _except
as__provided in [section 21 of this acts within such sixey
+60% nays deliver such statement and pay to the department
of revenue the amount of the taxes shown by such statement
to be cue to the state of Montana fer the quarter for which
such statement is made. Such statement must be signed and
verified by the oath of the individual or individualse or by
the presidentsy vice-presidents treasurery assistant
treasurery or managing agent in this state of the

associations corporations joint-stock company or syndicats

—6= HB 553
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making the same. Any such person engaged in carrying on
such dusiness at more than one place in this states or
owninge leasingy controllinge or operatina more than one oil
or g3s well in this states may include al} thereof in one
statement. The department of revenue shall receive and file
all such statements and collect and receive from such person
maxking and filing a statement the amount of tax pavable by
such persons if anys as the same shall appear from the face
of the statemente.

{2) 1t shall be the duty of the department of revenue
to examine each of such statements and compute the taxes
thereons and the amount so computed by the department of
revenue shall be the taxes imposedy assessed against and
payable by the taxpayer making the statement for the quarter
for which the statement is filede If the tax found to be
due shall be greater than the amount paids 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 taxpayere Provideds that if the tax imposed shall be
less than the amount paids the differa2nce must be aoplied as
a credit against tax liability for subsequent quarterss oOr
refunded if there is no subsequent tax liability."

SELTION Se SELTION 84-6202s Re(eMa 1947y 15 AMENOED TO
READ AS_FOLLOWS:

-7- HB 553
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“86-6202. Statement of vyields penalty, extension of
timee Fvery person engaged in mininag upon any mine
whatsoever containing natural gase petroleums or other crude
or mineral o0il musts except as provided in {section 21 of
this acts on or before the thirty—first day of March in each
year make out and deliver to the state department of revenue
a statement of the qgross yield of such natural aase
petroleume or other crude or mineral oil from each mine
owned or worked by such person during the next oreceding
calendar yzary and the value thereof. Such statement shall
be in the form prescribed by the state department of revenue
and must be verified by the oath of such person or the
managers superintendents agents president or vice-president
of such corporations association or partnershipe. Such
statement shall show the following:

1« The name and address of the operator of the mine,
togetner with a list in duplicate of the names andi addresses
of any and all persons owning or claimino any royalty
interest in the mineral product of such mine or the proceeds
derived from the sale thereofsy and the amount or amounts
paid or yielded as royalty to each of such parsnn§ during
the pariod covered by the statemente.

2» The description and location of the minea

3« The number of cubic feet of natural gase barrels of

petroleums or other crude or mineral oil extracted or

JT H3 553
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produced from the mine during the period covered by the
statenente

4« The gross yield or value in dollars and cents.

5a« Actuwal cost of extracting same from mines

5« fCost of constructions repairs and betterments of
minzsSe

1« Actual cost of fire insurance and workmen®s
compensation insurances

If any person shall faily neqlect or refuse to file the
statenant required by this section within the time requireds
or within any extended period of time allowedy the state
department of revenue when transmitting the net proceeds
valuations to the counties shall inform the county assessor
of such failures neqglect or refusal and the county assessor
in adaition to the net proceeds taxs if anys shall assess a
penalty of 2/3 of 1% of such tax for each calendar month or
fraction thereof that the required statement is not fileds
deductinc therefrom any moneys collected by the state
department of revanue required by this sectione The state
department of revenue shall assess a permalty of $25 for each
catendar month or fraction thereofs not exce=ading four
monthse that the roguired statement is not filadse to be
collected by the stat~ devartment of revenue and deposited
to the credit of the neneral fund of the state of Montana.

The state department of revenue shall upon @ showina of
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reasonable causes grant an extension of time for filing the
statenent required by this sectione

[his penalty shall be in addition to penaltiess provided
in section 84-6209."

2LLTION S SECTION 84-6204%y RaleMe 1947+ 15 AMENDED JQ
READ AS FOLLOWS:

"84-6204. Deduction of drilling costs and capital
expenditures. The state deéartnent of revenue in computing
the deductions allowable for cost of driiling wells
completed during the period and for other capital
expenditures shall allow ten-per—ceat—{£i0%4 of such cost
each vyear for a period of tem—+$10% yearss beginning after
ithe 3 _year exemption period allowed in [section 2] of this
act for gualified wells: providedy howevers the operator or
producer may elect to amortize the cost over a period of two
£24 years if the well is less than +three-—thoneand--£3,0009
feet deep.

The department shall altso compute and allow deductiosns
for any capital expenditures made during the year 1953,
where the same have not heen previously allowed in computing
such net proceeds under the laws of the state of Mcntanal."

SECTION Te SEVERABILITYe If A PART 0OF THIS ACT IS
INVALIDe ALL VALID PARTS THAT ARE SEVERABLE FROM THE INVALID
CARL AEMAIN IN EFFECT. IF A PART OF THIS ALY IS INVALID _IN
AONE__JR _MORE OF IYS APPLICATIONSe THE PART RAEAAINS IN_EFFECT

-16- HB 533
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1 IN ALL _VALIO APPLICATIONS THAT ARE SEVERABLE FROM THE
2 INVALIO APPLICAYTIDONS.

-End-

-11- HB 553
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Texation

Objection Raised to

adverse Committee Report

4

AGUSE BILL NJe 553
INTRODUCED 3Y DRISCOLLs MELOY

BY REQUEST OF THE GOVEXNOGR

A SILL FOR AN ACT ENTITLED:  ®AN ACT TO  ENCOURAGE
EXPLOKATION FOR NATURAL GAS AY EXEMPTING NEW GAS PROUDUCTION
CUNSUMeD IN MUNTANA FROM ONE-HALE OF THE NET PROCEEDS TAX
FoR-—A—2-¥EAR—PERTOD-4MD-PREVIDING—AN-EFFEEFEVE-BATE AND ALL
IdE_ScYERANCE TAX FOR A 3-YEAR PERIOD: AMENDING SCCTIONS
82-2802s  _B4-2207s 85%-6202y-AND £84-6204s AND H2-6208y RelaMe
13%1."

Be IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
agction 1. Policye It is the public policy of this
state to prowmote a sufficient supply of natural qgas to
oroviae for the residents of this state 3and to Jessen
Montala®s dependence on imported natural gase
Section—2s——Exemation———from-——-net—-procereda—inxs A}
natarsi-sas-produced—in-this-stote—from—weties-dritted—nfeer
deeeprer——3ty——15Fby—-and-—ati—-—notural-cas-produced-in-tires
state-which—ie—contracted-for-sate-after-december—3ty--1976y
from—--—wetts-—from-whieh—no-gas—was—setd-during-the-cotendar
yror—sf-1976-witt-—be——exempt-—from-—the--net-—praceeds——tox
tmposea--dy-~Fitte—-84v-—chapter——62y—+f-the-—qas—is-consumes

sstsdy—in-Montanas

SECOND PRINTING

SECOND READING
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Section—3v-—ket—temporarys fhis-—ect—is-—effective——from
danvary-ty-19¥Fy-untit—duty-1v-19¥9=

SLLTION 2o THERE IS A NEW BaCelie SECTION THAT READS A%
EdlLQeoz

(1} Exemption from net proceeds and severance tax.
wataral gas produced from a well 5000 fzet deep or deeper on
wnicn driltling was commenced after Oecember 31s 19764 but
vefore December 31y 1520y is exempt from one-half the net
procezds tax imposed by chapter 62y Title 84 and all of the
severance tax imposed by 84-2202 for 3 years if the gas
produced from the well is

{2) placed into a natural gas distribution system for
da2livary to consumers after diligent completion of the wells
and

{b) distributed by a natural gas distribution system
sarving only natural gas consumers within Montanas or at
lzast 1000 natural gas consumers within Montanae The 3 year
exemption provided by this section shall begin when natural
gas Ftrom a aualifying well is first placed into s natural
13s distribution systame

(2) HNotwithstanding the provisions of subsection {1}
all raporting requirenents under the net preceeds and
sevarance taxes remain in effacte.

2wlllbg 3o SELTIUN £4-2202e RaeleMe 19479 IS _AMENDED ¥O
BEdd as FOLLOWS:

-2- H3 553



1u
11
12
13

14

13
19

20

22

23

24

25

H4 0553/03

"384-2202« ©il or aas producers' severance tax —-
amount. -- exceptions. Every person engaqing in or carryinn
on thz business of ornducingy within this states petroleums
or otner mineral or crude cils or natural gas or engaging in
or carrying on tne business of ownings contrecllinags
managinys leasino or nperating within this state anv well or
wells from which any merchantable or marketable petroleum or
other mineral or crude 2il or natural gas is extracted or
produceds sufficient in quantity to justify the marketing of
the sames musta__except a3s provided in {section <] of this
acts each year when engaged in or carrying on any such
business in this states pay to the state department of
revenuee for the exclusive use and benefit of the state of
Hontanas A severance taxey computed at the following rates:

{a) Two and one-tenth per cent f2.1%% of the total
qross value of that portion of all the petroleum and other
mineral or crude 0il produced by such person from each lease
or wunit in the calendar quarter not in excess of an amount
obtained by multiplyinag the number of producing wells on
sucrh lease or unit Ly four hundred fifty ¢450% barrelse

{0} Two and sixty-five hundredths per cent +2.85%3) of
the total gross value of that portion of all the preduction
of sutn person from each lease or unit in 2ach calendar
quarter in excess of ¥four——hundred--fifty--1450% barrels

multtislied by the number 5f oroducinag wells on surih lease or
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unit; bput in determininc the amount of such tax there snall
pe sxcluded from consideration all netroleumy or other crude
or min2ral oil produced and used by such person during such
year in connection with his onerations in prospecting forye
develaping and producin® such petroleums crude or mineral
oil; providedy howevers that nothina in this act shall) be
construaed as requiring laborers or emp]oyées. hired or
employed by any persons to 4rill any oil wells or to work in
or about any o0il wells or prospect or explore fors or do any
work for the purnase of developing any petroleum or ather
mineral or crude oil to pay such severance taxsy nor shall
any work be domes or the drilling of any well or wellss for
the purnose of prospecting or exploring for petroleum or
other mineral or crude oilsey or for the opurpose of
develcnins sames be deeped to he @ngacina in or carryinT on
of any such business; provideds furthersy that in the doina
of any such worke or in the drillinag of any cil welly or in
such crospectinag exploring or development works any
merchantable or marketable petroleum or other aineral or
crude oil in excess af the nuantity recuired by such person
for carrying on such sp=aration shall be produced sufficient
in guantity to justify the marketing of the sanes tha2n such
works vrillinry prospectinags 2xploring or develonment work
shall ne desmed tco bHe the engaqing in and carryinc on of

sucn Jusiness witnin rthis state within the ?2eanin~ of this

—f— Ha 553
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sactione

{c} Two and sixty-five hundredths percent +2.65%% of
the total gross value of natural aas produced from each
lease or unity but in determining the amount of such tax
tanere srall be excluded from consideration all gas produced
and wuwsed by such person during such year in connecticn with
nis orerations in prospecting fors developing and oroducina
such nase or petroleume crude or mineral oil; and there
shall also be excluded from consideration all 4gas recycled
or reinjected into the grounde

{a) 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 otner mineral or crude oil or natural gas extracted and
produceds includina owner or owners of workina interest,
royalty ‘interests overriding royalty interests carried
workinac interests net proceeds interesty Droduction payments
and 211 other interest or interests cowned or carved out of
the tatal gross onroceeds in value or in kind of such
extracted marketable npetroleum or other mineral or crude oil
or natural oaase except that any of the aforesaiy interests
tnat are owned by the federals states county or wnunicipal
goveraments shall be exempt from taxation under this

cnastzres Unless ptherwise orovided in a contract or lcasey

—5- He 553
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the opro rata share of any royalty owner 2r owners will be
daducted from any settlements under said lease or leases or
division of proceeds orders or other contractse.®

SELTION %o SECTION §4-2207s RaCeMe 1947+ IS AMENDED TO
HEAD A5 FULLOWS:

*:4~-220T7« Statement to accompany nayment -— records
-=- collection of tax -~ refunds. (1) Each and every person
muste within sixty-£60¥y days after the end of each following
quartery make out on forms prescribed by the department of
revenue a statement showing the total number of barrels of
merchantable or marketable petroleums and other mineral or
crude o0il or cubic feet of natural gas produced or extracted
by such person in the state of Montama during each month of
such juarter and during the whole quarters the average value
thereof durine each month and the total value thereof for
the wihole aquarters tocether with the total amount due to the
state as severance taxes for such quarter; and musty--except
as--proyided-—in--faecrion—f3-of-thia-gets within such sixey
1603% 1ays a2liver such statement ands EXCEPT AS PHUYIDED 1N
L{SELTIVN 23 OF _THIS ACIs pay to the denartment of revenue
the amount of the taxes shown by such statement to e due to
tne state of Montana Ffor the quarter for which such
staten:nt is mades Such statement must he siTned and
verifi=d by the oath cof the individual or individualss or by

tne . rasidents vice-presidents treasurers assistant

—6H— H3 553
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treasurary or manaaing agent in this state of the
associations corporations foint-stock company or syndicate
making the samee Any such person engaged in carryina on
such j;usiness at more tnan one place in this states or
owniny leasings controllings or operating more than one oil
or qas well in this states may include all thereof in one
statesente 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 payahble by
such persons if anys as the same shal) appear from the face
of the statement.

{2} It shall be the duty of the department of revenue
to examine each of such statements and compute the taxes
theresns and the amount so computed by the department of
revenue shall be the taxes imposeds assessed against and
payable by the taxpayer making the statement for the guarter
for wnich the statement is filedea If the tax found to be
due shall be greater than the amount paidy the excess shall
be paid by the taxpayer to the department of revenue within
ten-—¢104 days after written notice of the amount of the
deficiency shall be mailed by the department of revenue to
such taxpayer. Providnde that if the tax imposed shall be
less than the amount paide the difference must be applied as
a credit against tax liability for subseauent quarterss ~or

refunaea it there is no subseauent tax liabilitye®
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Section—Se-—-Section—B4-¢Ed2v-_RetaMy—1F4iy-ts-nmended-to
read-—oa-foriownt

Lp4—6282v-—-5Statenent-—of——yietdy-—-penattyy-extension-of
tirmer-——tyery-—person—-sngeqed-—+tA—-AFniNg--doon-—any-——-mine
whatsyever-containine-naturel-gesy-petreteamy-or-osther-crude
or-—-mtnarat——ott--musty-except-gsa-provided-in-fsectionti-of-
thts-acty en-or—before—the-thirey-first-day-of-Maren-in-eech
year—nake-out-and-detiver—to-the-state-department-of-revenue
a~-—statement-—of-——the--qross——yiretd--of-—such-—navorat--gasy
petrolteumy——or-—other—crude——or—-mineralt-oii-fros—eoch—eine
owned-or—worked—by-such-person——during——-the-—next-——preceding
eatender--yeary——and—the—value—thereofv—Such-scatenent—shatd
be—-in-the—forn—preser tbed-by—-the-staste-departaent—of-revenue
and-myst—pe—verified-ny-the-—-path-~of-—such-—person—or——the
mansgery—--—superintendenty-agenty-president-or—vice—oresident
of-~saeh——eorporationy——associetion——or-—partnersniov———5Snch
statesent-shatt-show-the—follteowingst

ts-—Fhe——-name—-and-address—of—-the—-operator—of-the—-miney
togetaer-with—n-tist—in-dupticate-of-che-nanes-and—addresses
of-any—and--eli-—srersons——awnina-—or-—clteining—-sny-—royatty
frtersst—in-the-minersi-nreduct-of-such-mine—or-the-proceeds
derived——from——the--snte-—thereofv-and-the—amount—cr-amounts
poatd-or—yietded-as-royntty-to-esch~of-—such--nersons——during
tne-period-covered-by-the—statements

2e-—Fhe—-deseriotion—and—toentron—of—the-niner
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3x-—Fne-number-of-cubic-feet-of-natoret—qasy-barrets—of
petrotesmy——or--other-——crude-——or--minerat-—oi}--extracted-eor
rproduced-from—the-mine~during——the——period-—covered—hy-—the
statenents

fre~—~Fhe-qross-yietd-or-votue—in—dotiars—and-centss

sy——ketuat-cost-pf-extractina—same-from-mines

s -—Eost-—of—constructiony—-repairs-ond-bhetterments-of
miness

Fe-—ketuat-—cost-—af—fire-—insurence———and--—workments
compensation—insurances

if-any-person-shati-farir—neatect—or-refuse—to-fite—the
steatenent-required-by-this-section-within—the-time—requiredy
or——within——any-—extended-—period-of-time-atiowedy—the—state
departmeant—of-revense—when——transmitting -the-—net--proceeds
vatuntions——to—the-counties—shati-inform-the—cotnty-assessor
ot-sueh-ratturey—negtect-or-refusai-and-the-county-—assessor
+n-—agaition-te—the-nat-procesda—texy—if-anyyr-shait-assess—a
nenatty-of-2/3-of—1 % of-such—tax—for-each-eatendar-month--or
fraction——thereof-—thet-the-reqauired—statement—is-—not—fitedy
deducetrna-—therefrom——any-—-moneys-—cotlected-—by-—tne-—state
department——of--revenue-—reguired-by—this-sectiony—Fhe—stats
department-of-revenve—snati-assess-s-pencity-of-$25-for—each
eatendar—-month——or—-fraction——thereofr—-not-—excending——four
monthay——that——the—-required——statement——+s-not—fitedy—to-be

cotiertad-by-the-—state—departnent-of-revenue——and-—deposited
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to-the-credirt-of-the—qeneral-fund-of-the—state-of-rMontanss
fre—state—department -of-revenue-sheti-upon-as—showing-of
reasoqabie-—csusey—arant-en—-extenston—of—time-for-fiting-the
statenent-requiced-by-tnis—sectiony
fnis-penatty—shati-pe—in-sddition—to-pensities-nrovided
fn-sestton—984-6289a4

SECTION 5o SECTION 84-6204s ReCeMe 19472 IS AMENDED T0
READ A5 FOLLOWS:

"u4-6204e Deduction of drilling costs and capital
expeniituress The state department of revenue in computing
the deductions allowable for cost of drilling wells
complated dur ing the period and for other capital
expenditures shall allow ten—per—ecent—{10X} of such cost
each vyear for a period of temn—{10} years. Leginning after
tne 3 year exemption period allowed jp [section 2] of _this
act_  for gualified wells: provideds howevers the operator or
producer may elect to amortize the cost over a period of twe
t2¥% y=ars if the well is less than +three——thousand-——£3,000%
faet Zeepe.

Tita  department shall also compute and allow deductions
for ary capital expenditures wmade during thne vear 1953,
wiere tne same have not been previously allowed in computing
sucn net proceeds under the 1aws of the state of Montanae®

2kCTIdN b SECTIUN $4-6208s ReCeMe 1947 IS ARENDED TD
READ 8y FOLLONS:
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“44~6208. County assessors to compute taxes.
Immediately after the county board of commissioners has
fixed tax levies on the second Monday in Augusty the county
assessor shall computs the taxes on such net proceedss
excepth  _as _provided in [section 2] of this acts and royaity
assessmentss and shall deliver the bdook to the county
treasur2r on or before the fifteenth day of Septembers The
county treasurer shall proceed to give full notice thereof
to such operator and to collect the same in wamer provided
by lawe

The operator or producer shall be liable for the
payment of said taxes and same shall be payable by and shall
be collected from such operators in the same manner and
under the same penalties as provided for the <collection of
taxes upon net proceeds of mines; provideds howevers that
the operator mays at his options withhold from the proceeds
of royalty interesty either in kind or in moneys an
estimated amount of the tax to be paid by him upon such
royalty or royalty interests after such withhoelding any
deviation between the estimated tax and the actual tax may
be accounted for by adjusting subsequent withholdings from
the proceeds of royalty interestse”

SECTION 1o SEVERASILITYe IF A PART QF THIS ACT IS
PART :EMAIN IN EFFECT. IF A PART OF THIS ACT I3 IsVALID IN

-11- HE 553
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ONE_Q4 ACRE OF ITS APPLICATIONSe THE PART REMAINS INM EFFELY
I _alf  WALID APPLICATIONS THAT ARE SEVERABLE FROM THE
INVALID APPLICATIONS.

-End-
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HDUSE BILL NOD. 553
INTRODUCED BY DRISCOLLe MELOY

BY REQUEST OF THE GOVERROR

A BILL FOR AN ACT ENTITLED: ™AN ACT 70  ENCOURAGE
EXPLOXKATION FOR NATURAL GAS BY EXEMPTING NEW GAS PRODUCTION
CONSUMcD IN MONTANA FROM ONE-HALF QF THE NET PROCEEDRS Tax
FOR-~A-2-¥EAR—PERIEOD—AND—PROVEDING—AN-EFFEEFEVE-BATE AND ALL
IHE SEYERANCE TAX FOR A 3-YEAR PERIOD: AMENDING SECTIONS
04-22024 B4=2207s 84—6RG2vy-AND 04-6204s AND B84-6200s RaelaMa
1957a%

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le. Policye It is the public policy of this
state to promote a sufficient supply of natural gas to
provice for the residents of this state and to 1lessen
Montana's dependence on imported natural gase
Section-Zv——Exemption——Ffrom-—-net--proceeds—toaxs itd
neturat-ges-produced—in—thisstote—from—wetis—dritied——after
fecemoer——3iy—-19F6y——and——ati--noturalr-qas-produced-in—this
state-—wnich—is-econtracted—for-sate-after-becember-3ty——19¥6y
from——wetis——from—which-no—ges—was-sotd—during—the—catlendar
year—of-13F6-witt-—be-—exempt--from-——the-—net——proceeds——tax
imposed—py—TFitie——G4vy——ehapter——62y-if-the-gas—is—consdmed

satety—in-Montanox
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. Sectiton—3z——Act—temporarys Fhis—sct-irs——effective——Ffrom
dongary-ty—193FFvy-untii—duty—tv-19¥9%

SECTION 2o THERE IS A NEW ReCeffe SECTEION THAT READS AS
EQLiLOdS:

{1} Exemption from net proceeds and severance taxe.
Natural gas produced from a well S000 feet deep or deeper on
which driltling was commenced after December 31y 1976+ but
before DUDecember 31e 1980+ is exempt from one—half the net
proceeds tax imposed by chapter 62y Title 84 and all of the
severance tax imposed by B84-2202 for 3 years if the gas
produced from the well is

ta) placed into a3 natural gas distribution systes for
delivery to consumers after diligent completion of the wells
and

tb) distributed by a natural gas distribution system
servinyg only natural gas consumers A _MAJORITY OF WHICH AKE
within Montanas or at least 1880 10,000 natural gas
consumers within Montanae The 3 year exemption provided by
this section shall begin when natural gas from a qualifying
well is first placed into a natural gas distribution systeme

{¢) Motwithstanding the provisions of subsection (1)«
all reporting requirements under the net proceeds and
severance taxes remain in effecte

ifiliﬁﬂ.i;__SEQIIQB_B&:ZZQZ;_B;L;Hg_iiil;_lé_Aﬂkﬂﬂfﬂ_IQ
EEAR AS FULLLUNWS:
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®84~2202 0il or gas producers' severance tax --
amount -~ exceptions. Every person engaging in or carrying
on the business of producings within this states petroleums
or other mineral or crude oiley or natural gas or engaging in
or carrying on the business of ownings controllings
managings leasing or oparating 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 guantity to justify the marketing of
the sames musts except as provided in {section 2] of thijs
Aacts 2ach year when engaged in or carrying on any such
business in this states pay to the state department of
revenuer for the exclusive use and benefit of the state of
Montanay a Severance taxe computed at the following rates:

{a) Two and one-tenth per cent £2.1%3 of the total
gross value of that portion of all the petroleum and other
mineral or crude 0il procduced by such person from each lease
or unit in the calendar quarter not in excess of an amount
obtained by multipiying the number of producing wells on
such lease or unit by four hundred fifty t450% barrels.

{b) Two and sixty-five hundredths per cent £2.65%% of
the total gross value of that portion of all the production
of suchh person from each 1lease or unit in <ach calendar
quartsr in excess of +four—hundred—Fifty-—1t450} barrels

multiplied by the number of producing wells on such lease or
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unit; but in determining the amount of such tax there shall
be excluded from consideration all petroleums or other crude
or mineral oil produced and used by such person during such
year in connection with his operations in prospecting fors
developing and producing such petroleumy crude or mineral
0il; provideds howevery that nothing in this act shall be
construed as requiring laborers or employeesy hired or
employed by any persons to drill any oil welly or to work in
or about any oil wells or prospect or explore fors or do any
work for the purpose of developing any petroleum or other
mineral or crude oil to pay such severance taxs nor shaill
any work be doner or the drilling of any well or wellss for
the purpose of prospecting or exploring for petroleum or
other mineral or crude o0ilsy or for the purpose of
developing samey be deemed to be engaging in or carrying on
of any such business; provideds furthers that in the doing
of any such worke or in the drilling of any cil Wwelly or in
sucn prospectings exploring or development worke any
mercnantable or marketaple petroleum or other wineral or
crude oil in excess of the quantity required by such person
for carrying on such operation shall be produced sufficient
in guantity to justify the marketing of the samesy then such
Wworke crillings prospectings exploring or development work
shall bpe deemed to be the engaging in and carrying on of

such business within this state within the meaning of this
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sectione

{c) Two and sixty-five hundredths percent t2«65%% of
the total gyrouss value of natural gas produced from each
lease 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 aperations in prospecting fors developing and producing
such gJass or petroleums crﬁde or mineral oil; and there
shall also be excluded from consideration al} gas recycled
or reinjected into the grounde

(d} 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
produceds including owner or owners of working interests
royalty interesty overriding royalty interesty carried
working interesty net proceeds interesty production payments
and all other interest or interests owned or carved cut of
the total gross proceeds in value or in kind of such
extracted marketable petroleum or other wineral or crude 0il
or natural gass except that any of the aforesaid interests
that are owneg by the federals statesy county or municipal
goveraments shall be exempt from taxation under this

chapteres Unless otherwise provided in a contract or leases
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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.™

SECTIUN 4o SECTION 84-2207s RaCaMe 1947s IS AMENDED JO
BEA} AS FOLLOWS:

"84—2207« Statement to accompany payment —— records
-- collection of tax -- refundse {1) Each and every person
musty within sixty-{60F days after the end of each following
quarters make out on forms prescribed by the department of
revenue a statement showing the total number of barrels of
merchantable or marketable petroleums 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 quartery the average value
thereof during each wonth and the total value thereof for
the whoie quarters together with the total amount due to the
state as severance taxes for such quarter; and musty—-execept
as—-pravided-——ipn-——fsection-23-of this—acts within such sixey
to04 cays deliver such statement ands EXCEPT AS PrDVIDEC IN
[SECTION 2] OF THIS ALTs pay to the department of revenue

the amcunt of the taxes shown by such statement to he due to
tne state of Montana for the quarter tor which such
statement is mades Such statement must bde signed and
verified by the oath of the individual or individualse or by

the presidenty vice-presidenty treasurery assistant
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treasurery or managing agent in this state of the
associations corporationy joint-stock company or syndicate
making the same. Any such person engaged in carrying on
such business at more than one place in this states or
ownings leasings controllings or operating more than one oil
or gas well in this states may include ail 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 payabie by
such persony if anys as the same shall appear from the face
of the statement.

{2) It shall be the duty of the department of revenue
to examine each of such statements and compute the taxes
therecns and the amount so computed by the department of
revenue shall be the taxes imposedy assessed against and
payable by the taxpayer making the statement for the quarter
for which the statement is fileds If the tax found to be
due shall be greater than the amount paide the excess shall
be paid by the taxpayer to the department of revenue within
ten——+t103 days after written notice of the amount of the
deficiency shall be mailed by the department of revenue to
sJdch taxpayere Provideds that if the tax imposed shall be
less than the amount paids the difference wmust be applied as
a credit against tax liability for subsequent quarterss or

refunogec if there is no subsequent tax Tiabilitye®
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R ISP - .
read-os-fotionst

ugi—b2U2v——Statement—of-—yietdvy-—-penattyy—extension—of
times-—-Every--person-—engaged——in—-méning——upon—any-——mine
whatsoever—containing-naturet—gasv—petroteumy—or—other—-erude
or-—minerot—oii-—mustr_excent-ns-—provided-in—fsectionti-of-
thia—gety on-or—before—the—tivirty—first-day—-of-March—in—each
yesr—make-out-end-detiver—to—the-state—departmsent—of-revenue
a-—statenent——of —the-—gross——yietd——of-—such-—natursl——-gasy
petrotesmy——or——other-——ecrude-—or-—minerat-ovri—from—ecach—nine
ouned-or-worked—by-such-person——during——the-—next—preceding
eatengar——yeary—and—the-value—thereofv—Such—statemene—shatd
be-in-tihe—form-preseribed—by—the-stote-department—of—revenaoe
and-mzse—be—verified-by-the—cath-——of-—svch-——person——or—the
managery——superintendenty—sgenty-president—or-vice—president
of--such-—cerporationy-—asssociation——or——parenerships———5Such
seatenent—shati-show—the—followings

r¥--Fhe-—nane——and-sddress—of-the—operator—of-the-miney
together—with-a-tist—in-dupiicate-of-the—names-and-addresses
of-any-and——-att-—persons—-owntng-——or-—ciasiming-——any—-royatty
+ntersse—in—-the-minerali-product—of-sueh—aine—or—the—proceeds
deriveo——from——the-—sate——thereofy—and—the-smount-or-smounts
patd-or-yiretded-as-royatty—to-ench-of--such--persoens——during
the-period-covered-—by—the—statements

2x-—Fhe-description-and—iocetion—of-the—mines

—-8- HB 553
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jv——Fhe-number—of-cubic—feet—of-mtural-gasy-barrets—of
petroteumy——or-—other——erude——or--mineret——oit-—extracted-or
produced—from-the-mine—during—the-—period-—covered-—by-—the
statesents

4x——Fhe-gross—yietd-or—vatde-in-dotiars-and-centa

Sy——hetuat-cost—of-extracting-seme—from mines

o -—€ost--of-—constructiony-—repairs-end—betterments-of
miness »

Fr-—hetouat-—cost——of-—Fire—insurence-——and—-workments
compensation-insurances

if-any-—persen-shati—feilv-negtect-or-refuse—to-file—the
statement-required-by-this—section—within-the—tine—-requiredy
or--within-—any——extended——period-of-ttme—aktowedy—the-state
deparcment-of-revente—when——transnitting —the-—net-——proceeds
valuatitons——to—the-codanties—shoti—infora—the—county-assessor
of-such—fatturey-negiect-or-refusat-and—the-county-—assessor
+R-—addition—to—the—net-procesds—taxy—if-anyr—shati-—assess-a
penatty—of-2y3-of-1i—oftuch—tax—for-each-catendar—month——or
fractiron——thereof-—that—the-required-statement—is-rot—fiiedy
dedoettng——therefrom—any——moneys——coltiected-——by—the-—atate
department-—of--revenue-—required-by—this-sections—Fhe-state
deparement-of-revense-shali-assess—a-penatty-of-$25-for—each
catennar-month--or-—fraction——thereofy-—not--exceeding-—four
monthsy——that——-the-—required——stotement—is—not-fitedy—to—be

cottected-by—the-state—deparement—of-—revenvse——and-—deposited
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to-the-credit—of-the—generat—fund-of—the—state-of-—Montanas

Fhe—-state—department—of-—revence—shati-upon—s—showing-of
reasonacie——cadser—greant—en—extensvon—of-time—for—fiting—the
statement-required-by—this-sectiony

Fhis-penetey-shati—bhe—in-addition-to—pennities—provided
n-section-84—6209«*

SECYION 5o SECTION 84-6208s RelaMe 1947« IS AMENDED T0Q
BEAD AS FOLLOMNS:

"84-6204. Deduction of drilling costs and capital
expenditures. The state department of revenue in computing
the deductions allowable for cost of drilling wells
compieted during the period and for other capital
expenditures shall allow ten—per—cent——+10%% of such cost
each year for a period of ten—£10} yearss beginning after
the 3 year exempticon period allowed in [section 2} of this
act for qualified wells;s provideds howevers the operator or
producer may elect to amortize the cost over a period of twe
$t2% years if the well is less than +three--thousand--43,000%
feet ueeps

The department shall also compute and allow deductions
for any capital expenditures made during the vyear 1953y
where the same have not been previously allowed in computing
such net proceeds under the laws of the state of Montanas"

akLTION 6  SELCTION 84-6208s Relems 1947+ 15 AMENDED O
BEAD AD FULLOWS:

-10- HB 553



10

11

12

13

14

15

16

17

ia

19

20

21

22

23

24

H4Y 9553704

“34-6208s County assesscrs to compute taxeSe
Immeaiately after the county board of commissioners has
fixed tax levies on the second Monday in Augusts the county
assessor shall compute the taxes on such net proceedsy
except as provided in [section 2] of this acts and royalty
assessmentsy and shall deliver the book to the county
treasurer on orf before the fifteenth day of Septembers The
county treasurer shall proceed to give full notice thereof
to such operator and to collect the same in manner provided
by laws

The operator or producer shall be Jiable for the
payment of said taxes and same shall be payable by and shall
be collected from such operators in the same manner and
under the same penalties as provided for the collection of
taxes upon net proceeds of mines; provideds howevers that
the operator maye at his optione withhold from the proceegds
of royalty interests either in kind or in moneys an
estimated amount of the tax to be paid by him upon such
royalty or royalty interasts after such withholding any
deviation between the estimated tax and the actual tax may
be accounted for by adjusting subsequent withholdings from
the proceeds of royalty interestse.”

SECFION Ta SEYERASILITYe IF A PARY QF THIS ACT 15
INYALIDs ALL YALID PARTS YHAT ARE SEVERABLE FROM THE INVALID
PaRY _RiMaIN IN EFFECTe IFE A PART QOF JTHIS ACT IS5 INVALID IN

-1i- HE 553
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GNE_ G MORE OF ITS APPLICATIONSe THE PART REMAINS IN _EFFELY
AN__ALL ¥aLLD APPLICATIONS THAT ARE SEVERABLE FROM THE
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HOUSE B8ILL NOe 553
INTRODUCED BY DRISCOLLy MELOY

BY REQUEST OF THE GLOVERKCGR

A BILL FOR AN ACT ENTITLED:  "™AN AET 7O  ENCOURAGE
EXFLONATION FOR NATURAL GAS 3Y EXEMPTING NEA GAS PRODUCTION
CONSUMED IN MONTANA FROM QNE-HALF OF THE NET PROCEEDS TAX
FBR——A—2—-¥EAR-PERTBD—ANDB-PRO¥IBING—AN-EFFECFIVE—BATE AND ALL
IHE SEVERANCE TAX FOR A 3-YEAR PERIOUD; AMENDING SECTIONS
84-2202s 84-2207. D4—6202y—AND D4-6204. AND 845208 Relaelle
1947."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section ie Policyes It is the public policy of this
state to promote a sufficient supply of natural gas to
provi-e for the resideats of this state anc to lessen
#ontana's dependence on imported natural gase.
Section-2z-——Exemption——from---net--proceeds—-teaxy Att
natdret-qas-produced-+rn—this—stote—fromwetts—dreitied-——after
Becember——3ty—-15¥6y—-oand-—ait-—natorasi-gas-produced-in—this
seate-which-is—contracted-for—-sste—afrer-december-3ty——1936y
from—-wetts-~from—which—-no-gas—was—sotd-during—the-catendar
year-sf-1935—wiit-—pe——exempt-—from-~the--net-—proceeds——tax
tmposed—-—by-—Fitte-—dhy-—chapter——62y-if-the—gos-is-consumed

sotety-in—Montenas
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Sectton—3s——Act-temporarys Fhis-act—is——effective-—from
danvary-ty—193FFy-unttt—doty-1v—319¥9«

SECTION 2o THERE IS A NEW RaCaMe SECTION THAT REAQS AS
EQLLOHS:

{1} Exemption from net proceeds and severance taxe
Natural gas produced from a well 500C feet deep or deeper on
which drilling was commenced after December 31y 1976y but
before Oecember 31y 1980, is exempt from one-half the net
proceeds tax imposed by chapter 62y Title 84 and all of the
severance tax imposaed by 84-2202 for 3 years if the gas
produced from the well is

(a) placed into a natural gas distribution system for
delivery to consumers after diligent completion of the well,
and

{ty distributed by a natural gas distribution system
serving only natural qas consumers A MAJORITY OF WHICH _ARE
within Hontanay or at least 3606 102000 natural gas
consuners within Montanae The 3 year exemption provided by
this section shall begin when natural gas from a gualitying
well 45 first placed into a natural gas distribution system.

{2} notwithstanding the previsions of subsection {1)e
al! reporting requirements uncer the net proceeds and
severance taxes roxmain n effect.

2oL TION 3e SELTIUN 84-2202s ReleMe 1947s IS AMENDED TO
BLAD AS FOLLOWS:

-2~ HB 553
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"54-2202« Uil or gas producers' severance tax --—
ampunt -- excentionse. Every person engaging in or carryinag
on th? business of producings within this states petroleums
or other mineral or crude oiley or natural gas of engaging in
or carrying on the business of ownings controllings
managings 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
producedsy sufficient in guantity to justity tne marketina of
the sames musty _except as provided in [section 2] of this
actr each year when engaqged in or carrying on any such
business in this states pay to the state department of
revenuey for the exclusive use and benefit of the state of
Montanas a severance taxy computed at the following rates:

(a}) Two and one-tenth per cent t2«.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 wunit in the calendar quarter not in excess of an amount
obtained by multiplying the number ot prcducing 4ells on
such lease or unit by four hundred fitty $450% barrelses

{p) Twoe 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 leass or unit in eaéh calaendar
quarter in excess of four——hundesd-—Fifey-—$450% barrels

multinlied by the numter of producing wells on sucn iease eor
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unit; but in determining the amount of such tax there shall
be excluded from consideration all petroleums or ovther crude
or mineral oil produced and used by such person during such
year in connection with his rperations in prospecting fore
developing and praducing such petroleumy crude or mnineral
0il; provideds howevere that nothing in this act shall be
construed as requiring laborers or employeesy hired or
employed by Aany persons to driltl any oil welly or to work in
ar about any oil welly or prospect or explore fors or de any
wark for the purpose of deveiloping any petroleum or other
mineral or crude oil to pay such severance taxs nor shall
any work be dones or Lhe drilling of any well or wells, for
the purpose of prospecting or exploring for petroleum or
other mineral or crude oilss or for the purpose of
developing sames be deemed to be engaging in or carrying on
of any such business; provideds furthers that in the doing
of any such works or in the d}illing of any oil wells or in
such prospecting, exploring or development works any
marcnentable cr marketable netreoleum or other miperal or
crude oil in excess of the cquantity requir2a by such person
for carrying on such operation shall be produced sufficient
in quantity to justify the marketing of the sames then such
warky crillingy prospectings 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

—— HB 553
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sections

{c} Two and sixty-five hundrecths percent $Z.65%}% of
the total gross value of natural gas produced from each
lease or unity but in determining the amount of such tax
there shall be excluded from consideration all qgas produced
and wused by such person during such year iR connection with
his operations in prospecting fors developing and producing
such gase or petroleumy <crude or mineral cil; and there
shall also be excluded from copsideration all gas recycled
or reinjectea into the ground.

(d} 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 awner 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 interesty
royalty interests overriding royalty interests carried
working interesty net proceeds interesty production payments
and 3ll other interest or interests owned or carved out of
the total gross proceeds in valtlue or in kind of such
extracted marketable petroleum or other mineral or cruce oil
or natural gase except that any of the aforesaid interests
that are owned by the federal, states county or wmunicipal
governments shall be exempt from taxation under this

chapter. Unless otherwise provided in a ~ontract or leases
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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.®

SECTION 4o  SECTION 84-2207» RaelaMe 1947s 1S AMENDED TQ
REAR _A> FOLLOWS:

“34—2207. Statement tc accompany payment —— records
—= collection of tax — refunds. (1) Each and every person
musty Within s+xty-t60}) days after the end of each following
quarters wmake out on forms prescribed by the department of
Fevenue a statement showing the total number of barrels of
merchantable or marketable petroleums 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 quarters the average value
thereof during each month and the total value thereof for
the wrole quartery together with the total amount due to the
state as severance taxes for such quarter; and musty——except
as——provided-—in-—fsectton-2J-of-—this-mcts within such sixty
460% days deliver such statement ands EXCEPY AS PROVIDEQ IN
[SECTION_ 2] QOF THIS ACTe pay to the department of revenue
the amount of the taxes shown by such statement to be due to
the state of Montana for +the quarter for which such
statement is made. Such statement wmwust be signed and
verified by the oath nf the individual or individualsy or by

the presidents vice—president, treasurers assistant
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treasurery or managing agent in this state of the
associationy corporations joint—-stock company or syndicate
making the Ssame. Any such person engaged in carrying on
such business at more than one place in this states or
ovWninjs leasings controllings or operating more than one oil
or gas well in this states 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 persony if anys as the same shall appear from the face
of the statement.

{2) It shall be tne duty of the department of revenue
to examine each of such statements and compute the taxes
thereony and the amount so computed by the department of
revenue shall be the taxes imposedy assessed against and
payable by the taxpayer making the statement for the quarter
for which tne statement is fileda If the tax found to be
due shall be creater than the amount paids the excess shall
ke pai« by the taxpayer toe the department of revenue within
ten-—£10} days after written notice of the amount of the
deficiency shall be mailed py the department of revenue to
such taxpavers Provideds that if the tax imposed shall be
less than tie amount paids the difference must b9-1pp1ied as
a credit against tax liability for subseguent quarterss or

refunded if there is no subsequent tax liabilitye"
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read-as-fotiowss
2A4-6202w—~5Statement——of—-yietdvy——penattyy—extension—of
timev———Every——person--engeged-—in-—mining——upon——eany———-wmine
whatsoever-containing-naturat-gesy—petroieumvy-or—other—crude
or--mtnerat-—oit-——nusty-except-gs—proyided-in-fsectian-2i-of
thia-ncty on-or—pefore-the-thirty-first-day-of-Merch-in-esch
year—maike—out—and-detiver—to-the-state—department-cf-revenve
a--stitement——of-—the-—aross~——ytretd——of-——sgch——noturat-——gasy
petroteumy-—or-—other--erude—or——minerel-oii—from—eschrmaine
owned-or-worked-by-such-nerson——daring-—the——next-—-preceding
1} rdar——yeary—-and-thu—value—thereofu-Such—statement—shatd
be—in-the-form-preseribsd-by-the-state—department—of-revenue
and-must-be-verified-by-the-—onth——of-—such-—person——or—=the
managery-—superintendenty-agenty-president-or—vice—president
of—~such-—corporationy--assoctration——or——partnershitpys———Such
statement—shott-show-the-foirtowings
tv——Fhe-—name--one-address—of-the-opereator—of-the—miney
trqetasr-with-a-tiet—in-sgyiteate—of-the-nanes—and-addresses
of-any-and-—-eit-—-persons--owning——or——cteiming—any—royetty
tnterest-in—the-minerat-product—of-such-mine—or—the-proceeds
deriyved——From——the——sate-—therecfv-and-the—emount-or—smounts
patd-or—-ytretded-as-royatty-to-esch-of-—such-——persons——during
the-period-covered-by—the —stotenents

2u——Fhe—descriptiron-and—tocation-of-the-mines
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3n-—Fhe-number—of-cubic—feet-of-natvrat-qgasy-barrets-of
petrotenmy-—or-—other-—crude-—er——minerai-—oii-—extracted-or
produced-from—the—mine—during—the—-period-—covered——by——the
statenents
bey-—Fhe-qross-yretd-or-voalve—in—dottars—-and-centss
Sv——hetuai-cost—of-extracting-same—froem-mines
Sw——-Cost——of-—constructiony——repairsand—betterments—of
miness
Fs-—hctuat--cost-——of-—fire——insurance—-—ond--—workments
compensation—insurances
If-any—person—shati-fativ-negltect—or-refuse—to—fite-the
stetement-required—by-thts—section-within-the—time-requiredy
or-—within-—any--sxtended-——period-of-time-atiowedy—the—stote
departaent—of ~revenuve—-when——transmitting—the-—net—-proceeds
vatgations-—to-the-counties-shait-inform-the-county-assessor
of-sgeh—fairtorery-—negtect—or-refusat-and—the—county——assessor
tn——add+tion—to-the net-proceeds—taxy—if-anyy—shati-sssess-a
penatty-of-2f3-of-1¥-of-such—tax—¥for—ecach-cotendar—month--or
fraction-—-thereof-—that-the-required-statement—-+3-not—fitedy
deduyertng--therefrom——any-——noneys——ecotltected—-py——the—state
department——of-—revenuve—required—hy-thie—secttons—The-state
department-of-revente-shati-assess-a-penatty—of-$25-for—each
catendar—nonth-—or-—fraction——thereosfy——not——exceeding-—four
aonthsvy——that-—-the-—required—statement——is—not-fitedy-to—be

eottected-by—the—state-deportment—of-reverde—-and-—depos+ied
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to-the-credit-of-the—general—fund-of-the—astate—of—HMontanes

Tas-state-department—of—revenue—shall-apon—e—showing-of
reasonablte——causey—grant-an—extensien-of-time—for—fiting-the
statement-regquired-by-this-sections

Fris-penatey-shati-be—im-addition—to-penatties—provided
tn-section-84—6289s4

SECTION 5o SECTION 84-5204+s ReCaeMe 1947x IS AMENDED 10
READR AS FOLLOWS:

®84-~6204« Deduction of arilling costs and capital
expenditures. The state department of revenue in computing
the deductions allowable for cost of drilling wells
completed during the period and for other capital
expenditures shall allow ten-per—cent—-{10%% of such cost
each year for a period of ten—+t10} yearss heginning after
the 3 _year exemption period allowed jn fsection 21 of this
act for gualified welisi provideds howevers» the operator or
producer may elect to amortize the cost over a period of ¢wo
t2% years if the well is lTess than +three——thousand--+13,0004
feet deepe

The department shall also compute and allow deductions
for any capital expenditures made during the vyear 1953,
where the same have not been previously allowed in computing
such net proceeds under the laws of the state of Montana."

SECTION 6o SECTION §4-62008. ReCeMe 1947+ IS AMENDED TO
EBEAD AS FOLLOMWS:
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"“54-6208. County assessors to compute taxess
Immediately after the county board of commissioners has
fixed tax levies on the second ¥onday in Auqusts the county
assessor shall compute the taxes on such net proceedsy
except _as aravided jp jsection 2] of this acty and royaity
assessmentsy and shall deliver the book te tine county
treasurer on of before the fifteenth day of Septembere The
county treasurer shall nroceed to cive full notice <*hereof
te such operator and to collect the same in manner provided
by lawe

The operator or producer shall be 1liable for the
payment of said taxes and same shall be payable by and shall
be <collected from such operators in the same manner and
under the same penalties as provided for the collection of
taxes upon net proceeds of mines; provideds howevery that
the operator mays at his options withhold from the proceeds
of royalty interesty either in kind or in moneys an
estimated awount of the tax to be paid by him upon such
royalty or royalty interasty after such witbholaina any
deviation between the estimated tax and the actual tax may
be accounted for by adjusting swbsequent withholdinos from
the proceeds of royalty interestse"

SECTION 7.  SEVERABILITYa 1E A PARY OF TuiS ACT IS
INVALID. ALL YALID PARTS THAT ARE SEVERAELE FROM THE INVALID
PART _EEMAIN_IN FEFECTa IF A PART OF THIS ACT 1S INVALIO IN

-11- HBE 553
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ONME 02 MORE OF JTS APPLECATICNSs THE PART RESMAINS IN EFFECT
AN _ALL_ VALID APPLICATIONS THAT ARE SEVERABLE EROM THE

INVALID APPLICATIONSa

-End-
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