
45th Legislatu~e LC 1399/01 

2 INTRODUCED aY 
-~----

3 BY REQUEST Of 

4 

5 A BILL FOR AN ACT ENTITLED: •AN AI:T TO ENI:OURAGE 

6 EXPLORATION FOR NATURAL GAS BY EXEMPTING NEW GAS PRODUCTION 

1 I:ONSUMED IN MONTANA FROM THE NET PRDI:EEOS TAX FOR A 2-YEAR 

8 PERIOD AND PROVIDING AN EFFEI:TIVE DATE.• 

9 

10 BE IT ENAI:TED BY lHt LEGISLATURE Of THE STAlE Of MONTANA: 

11 Section 1. Policy. It is the public polocy of this 

!.2 state to promote a sufficient supply of natural gas to 

13 p~ovide for the ~esidents of this state and to lassen 

14 Montana•s dependence on impo~ted natu~al gas. 

15 Section 2. Exemption f~a. net p~oceeds tax. All 

16 natu~al gas p~oduced in this state f~o• wells drilled afte~ 

17 Decemoe~ llr 19769 and all natu~al gas p~oduced in this 

16 state which is cont~acted fo~ sale afte~ Oecemoe~ 31r 19769 

19 f~om ~ells f~om which no ~as was sold du~ing the calenda~ 

20 year of 1976 will be exempt f~o• the net p~oceeds tax 

21 isposed by Title S4r chapte~ bZr if the gas is consu~ed 

22 solely in Montana. 

23 Section 3. Act temporary. This act is effective f~om 

24 January 1r 1977, until July lr 1979. 

-End-

I N T R 0 D U C E D B I L L 



STATE OF MONTANA 
REQUEST NO. _ 4_2_7-_7_7_ 

FISCAL NOTE 

Form BD·JS .., 

In compliance with a written request re.::aived February 9 19 __}_]__, 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 Note 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 

~ o!.&-.-r~~ 
BUDGET DIRECTOR (/ 

Office of Budget and Program PI anning 

Date: ••s: t t- 7 7 """"" 



~?to Legisl~ture HI! 0553/02 

L 

3 

~ 

~ 

6 

8 

9 

10 

11 

l£ 

13 

l't 

15 

16 

11 

ld 

u 

lll 

ll 

l..C 

.23 

l't 

~:. 

Approved by Committee 
on Natur~l Resourees 

HOUSE HILL NU. 553 

INTRODUC=D BV DRISCuLL• MELOY 

HV REQUEST OF ThE GOVER~OR 

A ~ILL ~OR AN ACT ENTITLED: •AN ACT TO tNCDURAGE 

tKPLQ{AfiQN FOR ~ATURAL GAS BV EXE~PTING NEW GAS P~ODUCTION 

CONSU"'t:J IN MONT ANA FR0/1 THE NET PROCEEDS TAX FBR--A-~-¥E111~ 

Ptkt6B-IIN9-PR8YteTN6-AH-EfffeT{¥E-B*fE ~0 SEVERANCE TAX EQ& 

A_.....l=YUJL i'HIOO.i_~MIU.&i..._ SECTIONS 84 22Q..U____a4-2207• 

.li~Jk:o_Ml~~ R.C.H. 1947.• 

BE IT E~ACTEO BV THE LEGISLATURE OF THE STATE OF ~ONTANA: 

Section 1. Policy. It is the public policy of this 

state to promote a sufficient supply of natural qas to 

provi~e for the residents of this state and to lessen 

Monta~a•s dependence ~n imported natural aas. 

~~e~~on-~·--f~e~n~~on---~om--~e~--p~oe~d~--t~w. A++ 

netur~+-ee~-p~eriH~d-+n-~h~~-~~e~-?~Gm-we++~-dr+++~--e~t~~ 

Bee~~er--3fy--l9~6y--eeri--e++-~etHra+-ee~-~~eriHee~+n-t~~ 

~tete-wn~en-+~-een~~eetee-Fe~~~e-efte~-Beee~ber-3+T--+9~6y 

trem--MeTf~--Fr&m--w~+en-no-oe~-w~-~e+~rlH~ne-t~-~~~nder 

yeer-oF-~~T~-w+T+--&e--e~e~t--Frem--the--n~--~roe~~~--te~ 

+~e~eo--ey--~~t+e--8~y--ehe~~~-6~y-+f-tne-~e~-+~-eon~~~d 

~e+e+y-~n-Mente~ 

~~et+en-3.--*et-te~er~v• fh+~-eet-~~--~~t~et~ve--tre~ 
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~enuery-ty-T9TTy-Hnt++-~H+y-+T-t~T9w 

~C.Ilili:LZ..o._l.l:iE&Ll.SJ_ttf.l!. R.C.M. :if.Ul..QtL.liiA.L-Rt;A~-A}. 

.E!l.L.LQ~;_ 

(l) Exemption from net proceeds and severance tax. 

Natural oas produced fr~m a well 5000 feet deep or deeper on 

wnich Jrillinq was commenced after December 3lo 1976, but 

befor'~ December 31, 1980, is exempt from one-half the net 

proceeds tax imposed by chapter 62, Title B~ and ~11 of the 

severance tax imposed by 64-2202 for 3 years if the gas 

produced from the well is 

(a) placed into a natural gas distribution system for 

deliv~rv to consumers after diliqent co•pletion of the well. 

and 

(D) distributed by a natural gas distrioution system 

servino only natural qas consumers within Montana, or at 

least 1000 natural gas consumers within .'1ontan.1. The 3 year 

exemption provided by tnis section shall beqin when natural 

g•s trom a cualifyinq well is first placed into a natur~l 

gas distribution system. 

(2) Notwithstandin0 the provisions of subsection (l)o 

all re~ortinn reouirements under the net proceeds and 

severance t~xes rem3in in eff~ct. 

:>.t:;UlOtLh_:if.Ulil~~l..Qz......_j<,d...ML-tiil.L_li--A!if!W~~ 

.lit..AiLt\.~ _f: !J.L.L .. I.ht.S.,;, 

j'tl4-22U£:. Oil r)r qas oroducers' severance tax 

-2- H3 553 
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amount exceptions. Every person enqaqino in or carrying 

on thr ~usiness of producin~. within this state. petroleu~. 

or otner mineral or crude oil, or natural qas or engaqino in 

or ::arryino on the business of ownino• controllino. 

~anaging. leasing or operatino within this state any well or 

wells from which any merchantable or marketable petroleuM or 

other ~ineral or crude oil or natural gas is extracted or 

produced. sufficient in quantity to justify the marketino of 

tne same, •ust~~pt as proyjded in [s~ctjon-Zj_DL~bi~ 

~· each year when engaged in or carrying on any such 

busin~ss in this state• oay to the state deoart~nt of 

revenue, for the exclusive use and benefit of the state of 

Montana, a severance tax, computed at the followinn rates: 

(a) Twn and one-tenth per cent t2ol~t of the total 

gross value of th3t portion of all the petroleu• and other 

mineral or crude oil produced by such person from each lease 

or unit in the calendar qua~te~ net in PXC~ss of an a~ount 

obtained by multinlyino the number of producing 4ells on 

such lease or unit by four hundred fifty t450t barrels. 

(bl Two and sixty-five hunaredths per cent t2-~5~t of 

the total qross value of that portion of all th~ oroduction 

of s~ch o~rson from each 1~ase or unit in ?~ch ca1Bndar 

quart~r in excess of +~H~--~~"dred--++~~y--f450t barrels 

multiplied by the number of p~oducino wells on such lease or 

unit; but in determinin~ the amount of such tax th~rp sh~ll 

-3- 1-'.J ~53 
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oe excluded from consideration all petroleum, or other crude 

or mineral oi 1 produced .,nd used by such oerson dur i nq such 

year in connection with his operations in 9rosp~~tino fort 

developinq and producinq such petroleum. crude or ~ineral 

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

c onstru~d as rPQU i r i nr; 1 aborers o,.- e10pl oy~es • hi r£>...-: or 

emplove~ by any pe~son. to drill any oil well, or to work in 

or 3bout any oil wello or prospect or explo~e for, or do any 

work for the pur?ose of developing any petroleum or other 

mineral or crude oil to pay such severance taxo nor shall 

any ~ork be done, or the drilling of any well or wells, for 

the p~roose of prospectino or exploring for oetroleum or 

other 11i neral or crude oi 1 s, or for the :>uroose of 

developing same, be deeaed to be engaging in or ca~ryin~ on 

of any such business; provided, further, that in thP doino 

of any such work, or in the drillino of anv oil w~llo or in 

such prospectinq, exolorjno or developm~nt ~~r~. any 

merch~ntable or marketable petroleum or nther ~ineral or 

crude oil in excess of the quantity reeuir~d by such o~rson 

for c~rryinQ on such oper~tion shall be produced s~fficient 

in Q~antity to justify the marketinq of the s~~•• th~n such 

worko ,:r i 11 i ng, prospPcti no, explor i no or J<>vE>i o,.,r.:<'nt work 

shall be dee~ed to be the enoaninn in ano carrvln~ or of 

such '>usiness within this state within the ·•eaninCJ of this 

secti0n. 

-4- H~ 553 
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{c) Two and sixty-five hundredths oercent t2.65%t of 

the total oross value of natural oas produced from each 

lease or unit, but in determining the amount of such tax 

there shall be excluded from consideration all 1as produced 

and used by such person during such year in connection with 

his operations in prospecting foro developino and producino 

sucn oas~ o~ petroleum, crude or mineral oil; and ~here 

shall ~lso be excluded from consideration all aas recycled 

or reinjected into the ground. 

{dl 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 qross 

proceeds in value or in kind of all the Marketable petroleum 

or otner mineral or crude oil or natural qas extracted and 

produced, including owner or 

royalty interest, overriding 

owners of working interest, 

royalty interest, carried 

workino interest. net proceeds interest, production pavments 

and ·lll other 

the tot•l gross 

interest or interests owned or carved out of 

oroceeds in value or in kind of such 

extracted marketable petroleum or other mineral or crude oil 

or natural qas, except that any of the aforesaid intere~ts 

that •r~ owned by the feder~l. state, county or municipal 

governm-ents shall be exempt from taxation under this 

cnaptar. 

the r:>ro 

Unless otherwise provided in a contract or l~ase, 

rata shar~ of any royalty owner or owners will be 

-~- HB 553 
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dP.ducted from any settlements under said lease or leases or 

oivision of proceeas ord~rs or other contrac~s.• 

~Ul.QN 4. SEr.Ilil!Lli="!llr RoCoM,a__litl.J__U AM~NDEP TO 

&fAlL!\.S__.E_W..LO~ 

•o4-2207. Statement to accompany payment -- records 

collection of tax-- refunds. {11 Each and every person 

must. within ~+~~t60t days after the end of each following 

quart2r• make out on forms orescribed by the departMent of 

revenue a statement showing the total nu~er of barrels of 

merchantable or marketable petroleum. and other mineral or 

crude oil or cubic feet of natural gas produced or extracted 

by such person in the state of Montana during each month of 

such quarter and durino the whole quarter. the averaoe value 

thereof during each •onth and the total value thereof for 

the whole quarter, to~ether with the total amount due to the 

state 3S severance taxes for such quarter; and must1- except 

~~~La~ded jn [~~ian 2] of thjs act, within such ~+xty 

f60t Jays deliver such statement and pay to the department 

of revenue the amount of the taxes shown by such stateMent 

to oe oue to the state at Montana for the quarter for which 

such statement is made. Such state~nt must be signed and 

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

the ores i dent • vice-president, treasurer,. assistant 

tr-easurer-, or manaqinq aoent in this state of the 

association, corporation. joint-stock company or syndicat<> 

-6- HB 553 
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such ousiness at mo~e than 

HB 0553/0Z 

such pe~son engaq~d in ca~~ying on 

one place in this state, o~ 

owninq, leasinc• cont~ollinqo o~ ope~atinn •o~e than one oil 

o~ <J3S well in this state, may include all the~eof in one 

statement. The department of ~evenue shall ~eceive and file 

all such statements and collect and ~eceive f~om such person 

maKon; ~nd filing a statement the aMOunt of tax payable by 

such person. if any, as the same shall appear f~om the face 

of the statement. 

(2) It shalt be the duty of the depa~tment of ~evenue 

to examine each of such stateaents and compute the taxes 

thereono and the amount so computed by the depa~tment of 

~evenue shall be the taxes imposed, assessed against and 

payable by the taxpayer making the statement for the quarte~ 

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

due shall be greate~ than the amount paido the excess shall 

be paid by the taxpayer to the depa~tment of revenue within 

t~--t10t days after w~itten notice of the amount of the 

deficiency shall be mailed by the department of ~evenue to 

such taxpaye~. P~ovided, that if the tax imoosea shall be 

less than the a.aunt paido the diffe~ence must be aonlied as 

a credit against tax 1 lability fo~ subsequent qu~~te~s. o~ 

~efunoed if the~e is no subsequent tax liability." 

:i.t;.CIION :;. i.E.C..Il.IJL~lo R.(;,fi._Uil~ll...A111;.twE.IL.I0 

R.tAiL&..S._EOL.Wlli.Scl. 
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N8ft-f>2Q2, State~~~ent of yieldo penalty, ext~nsion of 

time. Fve~y pe~son en(]aq"d in minino upon C~ny nine 

whatsoeve~ containinq natu~al qas. pet~oleumo o~ othe~ crude 

o~ mineral oil must~~t_as p~oyjdeQ_in-L~LQG_~[ 

~ni~~t1 on o~ befo~e th~ thi~ty-first d~y of March in each 

year ~ake out and delive~ to the state depa~tment of ~ev~nue 

a statement of the g~oss yield of such natural a as, 

pet~oleumo o~ ot~e~ c~ude o~ mineral oil from each mine 

owned or wo~ked by such pe~son du~ing the next ~~ecedinq 

calenda~ yearo and the value the~eof. Such statement shall 

be in the fo~m p~esc~ibed by the state depa~tment of ~evenue 

and •ust be verified by the oath of such pe~son o~ the 

manaqe~. supe~intendent, agento p~esident o~ vice-o~esident 

of s~ch co~porationo association o~ pa~tne~ship. Such 

statement shall show the followinq: 

1. The name and add~ess of the ope~ato~ of th~ mine, 

togetne~ with a list in duplicate of the names anj addresses 

of any and all persons owninq or claimino a~y ~oyalty 

interest in the mineral product of such mine o~ the proceeds 

derived f~om the sale the~eof, and the amount o~ a~ounts 

paid Gr yielded as royalty to each of such OP~snns du~in~ 

the period covered by the statement. 

2. The desc~iption and location of the mine. 

3. The number of cubic feet of natu~al gaso ba~~~ls of 

pet~oleumo o~ other c~ude o~ mine~al oil extracted or 

-s- H5 ~53 
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produced from the mine durinq the period covered by the 

stat~"':l"'='nt. 

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

s. Actual cost of extractinq same from mine. 

:.. Cost of construction, repairs and betterments of 

min=s• 

1. Actual cost of fi~e insurance and wol'"kmen•s 

compens3tion insuranc~. 

If any person shall fail, neqlect or refuse to file the 

state~>nt required hy this section within the time required, 

or within any extended period of time allowed, the state 

department of revenue when transmittinq the net proceeds 

valuations to the counties shall inform the county assessor 

of such failure, neqlect or refusal and the county assessor 

in addition to the net proceeds tax, if any, shall assess a 

penalty of 2/3 of lt of such tax for each calendar fflonth or 

fraction thereof that the requir~d statement is not filed, 

deductinc therefrom any moneys collected by the state 

dep~rtment of revenue required by this section. fhe ~tate 

department of revenue shall assess a penalty of S25 for each 

calen1~r month or fraction thereof, not exceeding four 

montns, that the r~quired statement is n0t filRd, to be 

collected by the stata deoartment of revenue and ~eoosited 

to the credit of the ne~eral fund of the state of Montana. 

Th~ st~te departm~nt of revenue shall upon a showino of 

-9- H~ ?53 
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reasonable causeo qrant an extension of ti.ne for fil inq the 

statenent required by this section. 

fnis penalty shall be in addition to p~nalti~s providei 

in section 84-6209." 

~UlJJ~S£ill.O~!l!t::.ftl.Qh_R~~H, IS 1\.MENDED TO 

B.U!L~L.lllt.S..;. 

"6't-6204. Deduction of drilling costs and capital 

expenditures. The state department of revenue in computinq 

the deductions allowable for cost of drillinq wells 

completed dur-inq the oer-iod and for 

expenditures shall allow ~eft-pe~-eent--tlO\t 

other capital 

of such cost 

each year for a period of ~ft-tlot years, beqjnnjng after 

.:t.~J-ltit.iiLU!:III~i21LW:.rill.!L.allowed j n [section Z] ....2.L_t.~ 

~~[gL-QYall£Le~ll~ provided, however, the operator or 

producer may elect to amortize the cost over a period of ~ 

tZt y~ars if the well is less than ~ee--~&n~d--f3,000t 

feet rleeo. 

fhe department shall also compute and allow deductions 

for any capital expenditures made during the year 1953, 

where the same have not been previously allowed in computing 

sucn net proceeds under the laws of the state of Montana.• 

:it. U.lQtL.L._ll :i.E 3.AiUUIY. .lL _A__tl&I_JlE__llll..S.__Ail_ll 

~ti\lAL lQs_&l,. L~U!Le.Aiil Lll:IAL..A RE 5 E VERAB LL.E&U!L.ll:iLlli'lAI...lll 

tABL~MAllLHLllflU.___l.f A PART QE IHIS__AUJ.Llli~U!L_ltll 

.QJ:iE_·JE._11QB.L!ll:_lLLA~Uf.AI.ll!I:lS.~--P.ARLll:l.A..lriLlb__Ef.Ell..I 
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Taxation 

Objection Raised to 
Adverse Committee Report 

riO~SE BILL NOo 553 

INTRODUCED BY DRISCOLL, MELOY 

BY R~~UEST Of THE GOVE~NuR 

A JILL FOR AN ACT ENTITLED: •AN ACT TO !:NC.OURAGE 

EXPLO,AriuN FOR NATURAL GAS RY EXEMPTING NtW GAS PKODUC.TION 

C.uN~U~~O IN M~NTA~A FKO~ ONf=HAlE DE THE NET PROC.~EOS TAX 

~~~--·-~-¥~AR-PER+SB-*NB-P~S¥+B+N~AN-EFFEEf£V~-9Af~ &ba_&L~ 

IdE_iU:f .. UlllC.E IAX FUR A 3-YEAR PERIQOi AMENDIN!L.._lif.llilliS 

~1=~JZ• 6!-2201£ ~=bi9iy-ANB 84 6204o ANP 84-620~ R.C.Ho 

~~r.• 

6~ IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

~~ction 1. Policy. It is the public policy of this 

state to promote a sufficient supply of natur~l ~as to 

proviJ<' for the residents of this state ~nd to l2ssen 

t1onta.1a • s· dependence on i aported natural qas. 

~et~on-r~--E~~m~~en---t¥o~---net--p¥&e~eds--t".. ~+ 

net~~~+-~es-p~dueed-~n-th~s-~e~+r~-we++s-ri~~++~--e+te~ 

dee~r.~e~--3iT--+~i6y--enri--e++--net~e+-e~-p~edHeed-~~-~h+s 

s~~~e-w~~eh-+s-ee~t~eted-+e~-se+e-e+~e~-eeee~e~~l~--~T 

+~ea--we++s--~~e~-~~eh-ne-~s~-se+d-dn~n~-the-ee+ende~ 

y~~~-~r-~~T6-w+++--be--e~empt--tT~~--~he--net--~~"eeedS--tex 

+mpee~--~y--~+t+e--e~~--ehepter--6r~-+f-th~-~ee-+e-eensume~ 

e~e+y-~n-honte~. SECOND READING 

SECOND PRINTING 
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~et~en-~w--Aet-te~~e~y~ Th+s-eet-+e--et+eet~e--+~em 

denne~y-+~%9~T~-~~~++-~n+y-+•-~T9~ 

:i.:..r..llil.Ll.a_lliEJiLl.SJJif.il RoC .11. SEC liON IHAL..&~_A~ 

.t.:.J.LUJu.;. 

(l) Exemption from net proceeds and severance tax. 

~at~r3l gas produced from a well 5000 feet deep or deeper on 

wnicn drilling was commenced after Oecember 3lo 1976, but 

~efore December 3lo 19~0, is exempt from one-half the net 

proceeds tax imposed by chapter 62, Title 64 and ~11 of the 

sev2r~nce tax imposed by 84-2202 for 3 years if the gas 

prodUCtd from the well is 

(a) placed into a natural gas distribution system for 

deliv~ry to consumers after diligent completion of the wello 

and 

(b) distributed ~y a natural gas distribution system 

s~rvin~ only natur~l gas co~sumers within Montana, or at 

l2ast 1000 natural g~s consumers within Montanlo The 3 year 

exe~ption provided by t~is section shall beain wher. natural 

gas trom a aualifyinq well is first plac2d into" natural 

'PS distribution svst"!m. 

(~) Notwithstanding the provisions of subsection (l)o 

all r~Dortinq requirenents uno~r the net orcceeds and 

sever~nce tax~~ remai~ in ~ffect. 

;.;.; U~·Lh-~Ulll'Lf!!:::..Z.l..Q~..l:l~il.L..l..S.....A&lllDE.JL.lll 

JiUIL~.....tULUIIU~ 
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"84-2202. Oi 1 or aas producers• sev~r~nc~ tax 

amount-. exceptions. tvery person enga~inq in or carryin~ 

on th~ t>usiness of 'lr<>ducinq, '"ithin this stat~. P"troleum. 

or otn"r mineral or crude oilo or natural gas or engaqinq in 

or carrying on the business of owninq, controllinoo 

manaqin1• leasino or t>perating within this state anv well or 

wells from which any •erchantable or marketable petroleum or 

other mineral or crude oil or natural qas is extracted or 

produced, sufficient in ouantity to justify the ~arketing of 

tne sa"'e' must.a._U~-ilLfU;PYi ded in ~~a.t~ 

-~· each year when engaged in or carrying on any such 

business in this state• pay to the state de~art•ent of 

revenu~. for the exclusive use and benefit of the state of 

Honta~a, a severance tax, co•puted at the followino rates: 

(aJ Two and one-t,.nth per c"nt f2.l~t of tr.P total 

gross value of that portion of all the petroleum and other 

mineral or crude oil produced by such person from each le~se 

or uait in the calendar quarter not in excess of an a•ount 

obtainEd by multiplyino the number of producinQ wells on 

suer, le3s'! or unit by four hundred fifty t4S0t harrr,Js. 

(o) Two and sixty-five hundredths per cent t2.65%t of 

the total gross value of that portion of all the production 

of s~cn p~rson fro~ each le~se or unit in each cal~n~~r 

quart~r in excess of ~ft~~-~~~~--+~fty--t~'>Ot barrels 

multiJlied hy the numoer ~f oroducino wells on sur~ 1Pa5e or 

-~- Ho3 553 
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unit; ~ut in deter~ininP th~ amount of such t3x ther? snail 

oe Pxcluded from considaration all oetroleum, or ~ther crud~ 

or ~in~ral oil produc~d and used ~v such oerson durinq such 

y~ar in connection with his onerations in pros~ctinq for, 

devel~pin~ and producin1 such petroleum, crude or mineral 

oil; provided, however, that nothino in this rtCt shall b~ 

construed as reouirino laborers or em?loyeeso hired or 

employed by any person. to drill any oil wello or to work in 

or about any oil well, or prospect or explore for. or do 3ny 

work for the purpose of develooino any petroleum or other 

mineral or crude oil to pay such severance tax, nor shall 

any work be done, or the drillino of any well or wells. for 

tne puroose of prospecting or exploring for petroleum or 

other mineral or crude oils, or for the ourpose of 

develr.-11in"= sa,ne. bf" d-e-euo2~ to be anaaoino in or c-:1rryin•:-- on 

of any such business; provided, further, that in t:he doino 

of any such work, or in the drillino of any oil w~ll, or in 

such orospectin'lo exolorinQ or develoomant wor~. 30Y 

merchantable or marketable petrol'!um or oth0r mineral or 

crude oi I in excess of the 'JUantity reGuirad by such person 

for c•rryino on such ~p~ration shall be produced sufficient 

in q.antity to justify ~he marketinq of th~ sa~e. than such 

wo~k, ~rilljnr·• prospectino. gxolorinQ ~r rlevelonment ~or~ 

S!li'Oll oe deem~d to ~e the engagin~ in and carryinr on ot 

sucn 1usiness ~iti1in th~s stat~ withjn thP ~e~nin~ of this 

-4- H" 0:.':>3 
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section. 

(c) Two and sixty-five hundredths percent f2.65't of 

t~e t~t~l qross value of natural ~as producPd fro~ each 

lease or unit, but in determining the amount of such tax 

taere sr"r~ll be Pxcluded fro"' consideration all "as produced 

and used by such person durinq such year in connection with 

nis OJt-rations in prospecting foro developinq and :>roducina 

such gas. or petroleum. crude or mineral oil; and there 

shall also be excluded from consideration all 1as recycled 

or reinjected into the ground. 

(o) Every person required to pay such tax nereunder 

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

acc~unt of each of the other owner or owners ot the gross 

proceeds in value or in kind of all the marketable petroleum 

or ot~er aineral or crude oil or natural qas extracted and 

produ:<?do includinq owner or owners of workin~ interest. 

royalty "interest. overridin~ royalty interest, carried 

workia~ interest. net proceeds interest, oroduction payments 

and ~11 -:lther 

the t::Jtill qross 

interest o~ int~r~sts o~n~d nr carved out of 

nroceeds in value or in kind of such 

extracted m~rketable retroleum or other w.ineral or crude oil 

or n•tural oas. except that any of the aforesaid interests 

tnat 3r~ owned by the fedPral, state. county or municipal 

qover~ments shall be exempt from taxation under this 

cnaot~r. U~less otherwis~ orovidea in a contr~ct or l~·~se, 
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the pro rata share of any royalty owner or own~rs will be 

deducted from any settlements under said lease or leases or 

divjsion of proceeds ~rd~rs o~ other contracts.• 

s..t;.U.llltLh_llUli!S...._ll!t=ll.QLL.&.aL.~ilL_~IillBLIO 

iiUi.L~ _EQLL..Illl.S.:. 

.. ~~4--i!£07. State-nent to accompany -rJayment -- records 

collection of tax -- refunds. (1) Each and every person 

must, witnin s+wty-t6ut days after the end of each followinq 

quart~r. make out on forms prescribeo by the depart~ent of 

revenue a state•ent showing the total nu~er of barrels of 

•erchantable or •arketable petroleu•• and other •ineral or 

crude oil or cubic feet of natural gas produced or extracted 

by sucb person in the state of Montana during each •onth of 

such ~uarter and during the whole quartero the average value 

thereof during each ~nth and the total value thereof for 

the w,lole ouartero tocether with the total amount due to the 

state as severance taxes for such quarter; and mustx==cacept 

ll:t::=llt:.O.ttftd:==:i:a=.=.f:ud:ton-£3-of=thU::ad:o with in such ~-Hti:y 

fbOt 1<1YS a"l iver sucn statement and.1~lU.!:2.Lll__E_h.!JtlQ.EIL_l~ 

Lif.Ul!.l:L-'L_DL_ltULA.C.L ray to the de'lart•<>nt of revenue 

the a~ount ot the taxes shown ~y such statement to oe due to 

tne st~te of Montana for the quarter for which such 

statelh:nt is made. 5uch statell'ent must De s i :ned and 

verifiea by the oath ~f the individual or individu~Js, or by 

tne rF:sicfent., vi cP.-r•res i t1ent. tf'"easuf'"t-r., assistant 

-6- .,, 55_~ 
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treds'...lr~r,. or manaoin•l agent in this state ot the 

association, corporation, JOint-stock company or syndicate 

making the sa.e. ~ny such person engaged in carryino on 

such .>us i ness at 11ore taan one pi ace in this state, or 

ownin,, leasing, controllin~. or operating acre than one oil 

or q3s well in this st•te, ~ay include all thereof in one 

stateaent. The department of revenue shall receive and file 

all such statements and collect and receive fro. such person 

makinJ, and filing a statement the amount of tax ~aya~le by 

sucn oersono if any, as the sabe shall appear from the face 

of the statement. 

(21 It shall be the duty of the depart•ent of revenue 

to exa•ine each of such statements and compute the taxes 

there~n, and the amount so computed by the department of 

revenue shall be the taxes imoosed, assessed against and 

payable by the taxpayer makino the statement tor the quarter 

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

due shall be oreater than the amount pai do the e>Cc,.ss shall 

be paid by the taxpayer to the department of revenue within 

~eft--tlOt aays after written notice of the amount of the 

deficiency shall be mailed by the department of rev .. nue to 

sucn taxpayer. Provi dr'·j• that if the tax imposed shall be 

less than the a111ount paid, the difference must be applif'd as 

a credit ag3inst tax 1 iability for subseouent qu~rterso or 

ratunle~ it there is no sub~eouent tax I i~~il ity." 
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~~toncz.--~~ton-ft2=Prurx-u•t•M•-t9;%r-t2=oeend~~ 

r.~a==-+<ttten:t 

•8~&eer.--~~~--e+--y+e+dx--~fte~Jr-e~~e"s+&ft-e• 

~~mew---~ye~y--~~~eft--eft~e~d--+n--m+ft+ft~-H~ft--~"y---m~~ 

WfteH<>eYet"-eot~+e+ft+~-rtei:-et-"!..,.-pe..-ett!!tt--e~~..-e~tHie 

er--•~"e~e+-<>++--III~H~:x~t~in::ttttl~i=!tt:: 

J:.ltitttb e~t-er~&r~h-~h+~+.,.-+1-f'~-day-ef'-Mtt~!'l-+n-eeen 

yee~--~---...e-.!e+w~-i!e-~M-s1:ei:e41e~et"1:-M-ei'-r-.•emt~ 

e--~1:~e.eftt--e•--1:he--"!~&5~--y~td--e•--sueh-nei:H~+--~~· 

pei:¥e~Hmy--et'--e1:hef'--t!!f'~-e..--.+n~e+-e++-~~eh-m+~ 

ewtted-e..-~ed-hy--eh1'&f'S8ft~+tt~-the--->t1:--~eeed+t'l~ 

eeteft~e~--ye~y--and-~he-Ye~e-~ee••-Sueh-s1:ei:e~nt-~hett 

be-~-~i'le-#ef'm-pt"eSet" Htee-by-t:+le-51:eioe-depef'~-n~ of revemoe 

nnd-~~~~~-ee-...ef'~++ed-by-1:fte--ee~-e+--sueh--p~ft--Of'--the 

eene~ery--sHpe~~enden1:y-e~~--~~dent-er-...+ee-~es+deft~ 

e+--~deft--eo~pere~+eny--esse~e~e"--e~--per~fters~·---5Heh 

~~·~~n+-~hett-~hew-~h~-+ettew+n~ 

tw--the--ftftllle--end-ndd~~-e+-~he-eper~+ef'-e+-~he-m+ner 

~ege~~er-w+~h-e-tT~t-1-n-dHp++ee~-e+-~he-ne~s-e~-nddr~s 

e+-eny-nnd--et+--~rsefts--nWft+ne--er--etn+•+ne--eny--~eyet1:y 

Tft1:er~~-+ft-~he-.tne~e+-n~edHe1:-e+-5Heh-M+fte-er-+he-p~eeeeds 

e~~+ved-·~m--~fte--eft+r--~heree+x-end-1:he-emetiftt-er~~n~s 

pe+d-e~-y~+dee-~-~eyetty-~.-e~h-&f--sueh--~rsens--durtft~ 

tne-per+ea-ee....,~ed-by-the-stei:eme~. 

~---fh~-deser+~+e~t-e"~-+e~t+Oft-e+-the-~+n~T 

-Pi- Hll 553 



(_ 

j 

4 

~ 

0 

d 

'~ 

10 

ll 

1£ 

13 

14 

1~ 

lb 

17 

lU 

h 

£U 

ll 

L.Z 

t3 

~4 

2o 

Htl 0553/03 

~.--fh~-nu~-of-eu&~e-feet-e~na~~e+-~sy-ber~+s-of 

petrofeumy--or--oth~--~~e--or--m+nere+--~+-~•treet~-er 

orodueed-trom-t~-m~e-dur+~~--the--per~od--eOYer~--oy--the 

st:ete-nt• 

._--The-qre~-y+e+d-or-we+ue-+n-do++~s-and-eentsw 

~y--~etuo+-eost-o+-e•treet+no-same-f~om-m+ne• 

~.--&ost--of--ee~truet+&ny-~epe+rs-and-betterm~ts-ot 

m+tte-s .. 

f•--Aetuo+--eost:--of--t+re--+nsurenee---end---work~~s 

eo~peftSet~en-~surane~ 

tt-any-person-eno++-fa++.-~eet-&r-r~t~e-to-+~+e-~ 

stet:e..ent:~equ+red-t>y-tfri.'l-S"eet+e,_w+t:h-Ht-tfte-t+-e-re~ff~T 

or--w~th~n--eny--ext:ended--per+od-ot-t:+~-a++ewedT-t:he-st:ete 

dep~t:ment:-of-re.enue-~en--t:rans-+t:t+n~-~--net-~roee~s 

vo+ttot:~ens--t:o-~eo~t:+es-she++-+ntorm-t:he-ecunt:y-e~es~ 

ot-eueh-fe~+urey-~q+eet:-er-retueo+-and-tne-eeunt:y--essessor 

+n--e~~t:+on-t:o-t:he-net:-proeeeds-tft•y-+f-anyY-sheft-o~ess-a 

~enott:y-o~~t~-et-t*-et-sueh-te.-for-eeeh-eo+~nder-mont:h--or 

treet:~n--t:hereet--t:het:-the-reqtt+red-stet:ement:-~'l-~t:-t+fedT 

dedttet+~--t:heretrom--any--mo~ys--eef+eet:ed--hy--t:ne--etet:e 

dep~t:ment:--of--revenue--reqttired-by-t:h+s-seet:+on.-fne-st:et:~ 

dep6rt~ent:-et-rOYenue-s""++-~es~-s-peneft:y-of-5r5-fer-e~h 

e~+endnr-mont:h--o~-troet:+on--t:hereefy--not:--e.e~~i~-teur 

ment:hsy--t:h~t:--the--r~tt+red--st:ot:ement:--+s-n~-t++en~-t:o-he 

eef+e~t:ed-l>v-t:he-st:et:e-depert:.e~-of-re~nue--and--~oes+t:ed 
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t:e-t:h~-ered+t-ef-t:he-qe~re+-tu~-o~-t:he-~1te-of-M~t:ana• 

+n~-st:et:e-de&ert~nt-e~reYeftU~-sfte+f-ttpon-e-ehew+"e-ef 

ree§e~ftbfe--eetteey-ftrent:-en-e•t:ens+o"~t:+me-~or-f+++nq-t:h~ 

st:et:e~ent:-r~aH+red-by-t:"+s-seet+enw 

fh~-pe"e+ty-s~++-be-+n-e~d+t+on-te-~ne+t~$-ere.+ded 

+n-seet:~n-8~-6r&9w• 

llUliULi.o.~lil>i 84-6204, B.C..M. l'i41L-li-AI:!.f.tmE..Q__lll 

.&UJL~Lll...l.Q~.i. 

"b4-6204. Deduction of drilling costs and capital 

expenjitures. 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 t:~per-~ent--tlO%t of such cost 

each year for a period of t:en-flOt years, ~nnjng after 

~llii....l~~Ll~lU~IIllli,.2!Lil.e[ i Qd aJJ owed j n [sect i po 2) pf tb.i.:i. 

g~lQLQYal~~ll2i provided, however, the operator or 

produ=er ~ay elect to a~ortize the cost over a period of two 

t2t y~ar-s if the .. ell is less than three--t:heus8M--t3,QU0t 

f aet ,~eep. 

Ti•~ department shall also compute and allow deductions 

for a1y capital eKpenditures made durinq the vear 1953, 

w~ere tne same have not been previously allo,.ed in co~putinq 

sucn nPt ~roceeds und?r the laws of the state of Hontana.• 

~uNL~-llUillL~~~~~~ll~~~~JQ 

dt.AJLU _EULL..Uil5...:. 
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~84-6208. County assesso-rs to COWipute t3xes. 

I•medi~tely afte~ the county boa~d of commissione~s has 

fixed tax levies on the second Monday in Augusto the county 

ass~ssor shall co~putq the taxes on sucn net proceeds~ 

:. ~~L~L~WULi.fLLsectjgn 2] of tbjs~ and ~oyalty 

6 assessments. and shall deliver the book to the county 

1 t~easure~ on o~ before the fifteenth day of Septe~be~. The 

8 county treasu~er shall ~roceed to qive full notice thereof 

9 to such operator and to collect the same in •anner p~ovided 

lil by law. 

11 The operator or produce~ shall be liable for the 

Il payaent of said taxes and sa•e shall be payable by and shall 

13 be collected f~o• such operators in the sa.a manner and 

1~ unde~ the sa•e penalties as Provided for the collection of 

15 taxes upon net p~oceeds of mines; providedo however. that 

16 the operator mayo at his option, withhold from the proceeds 

17 of ~~yalty interest, either in kind or in money, an 

16 estimated amount of the tax to be paid by him upon such 

19 royalty or ~oyalty interest, after such withholdinq any 

2v deviation between the estimated tax and the actual tax may 

21 be accounted for by adjusting sub~equent withholdings trom 

2Z the proceeds of royalty interests.• 

23 :i.t.UlU.fL.l.a._s..Efi~!tUL.lll-. If A PARI__!lf_Il:ili_~L_lS 

2~ l.:Vi&i.li1L-!LLUll:LeAIULI.liAIJ.~t.YUAll.L.f._flll!t:Lll:!E IIWAL I P 

2~ .f!&L...h~iliLlll EffECT. I.E.-A PARI Of ll:ilLM:LLLl.!:lUJ.liL.l~ 

-11- Hil 553 
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~~_Qi_dU&i-DE-115-A.eeJ.lCbTIONSo THE PAKT REMAI~S IN EfFECT 

.li.L__AU._JtAL.IIL__APPUCA II QNS THAT ARE ~llJ.f.__f&WLIJ:jt; 

~~...AUJ.lUIJ..Iltih 
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HOUSE BILL NO. 553 

INT~OOUCED BY DRISCOLL, MELOY 

BY REQUEST OF THE GOVeRNOR 

A Blll FOK AN ACT ENTITLED: "AN ACT TO eNCOURAGE 

EXPLOKATION FOR NATURAL GAS BY EXEMPTING NEW GAS PRODUCTION 

CONSU~cD IN MONTANA FROH QNE-HALE Of THE NET PROCEEDS TAX 

~~--·-~-~EA~-~rRTeB-*HS-P*eYIBIH6 *H-EFFEEJI~E ~£ AND ALL 

THE SEVERANCE TAX FOR A 3-YEAR PERIOD: AMENDING SECTIONS 

~~~ 84-2207o t+=Pt§XT=*MB 8'=6204• AND 84=6208o R.[,M. 

.l.2!t.Z·. 

~E IT ENACTED BY THE LEGISLATURE Of THE STATE OF MONTANA: 

Section 1. Policy. 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 lessen 

Montana's dependenc~ on importqd natural qas. 

Seet~cn-~--rK~cn---+~~---ne~-~oeeeds--~e~ *++ 

ndturd+-gc~-~rcdueed-?~h+~~~e~~+r&M-We+~-dr?++ed--e+~ 

ti~e.oer--~~-~~6y--end--e++--ne~ura+-~as-prcdtteed-+ft-~~ 

~tete-wn~eh-~~eentree~ed-fcr-~e+e-e+~er-BeeeMber-~--~~Y 

+rc~--~e++~--+rem--whieh-nc-g~-we~-~d-dttrTft~~~-ee+ender 

yeer-o+-~9~~--~++--be--e~empt--+rom--~e--net--~e~~--~ 

~apo~ed--&y--~t+e--64Y--ehe~r--6~-?+-~he-ge~~-eo~u~ 

~c+e+y-~n-Hcntcnow 
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5eet+en-3w--Ae~-~eapereryw ~+~ee~-~--e++eet?Y~~ 

dan~~ry-~y-~~~T-unt++-du+y-+.-~~-

StCIION 2. THERE IS A NEW R,C,M, SECTION THAI REAPS AS 

~L..IlW.Si. 

(l} Exe•ption from net proceeds and severance tax. 

Natural 9as produced from a well 5000 feet deep or deeper on 

which drilling was commenced after December 3lo l976o but 

before December 31, 1980, is exempt from one-half the net 

proceeds tax imposed by chapter 62, Title 84 and all of the 

severance tax imposed 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 consu•ers after diligent co•pletion of the wello 

and 

(b) distributed by a natural gas distribution system 

servin•1 only natural gas consumers A MAJORITY Of WHICH ABE 

within Montdnao or at least ~aae ~ natural gas 

consu~ers within Montana. The 3 year exeaption provided by 

this section shall begin when natural gas from a qualifying 

well is first placed into a natural gas distribution system. 

{£} ~otwithstanding the provisions of subsection (l)o 

all reporting require~ents under the net proceeds and 

seve~ance taxes remain in effect. 

)ECTION ~__ifCTION 84-2202, R.C,H. 1947o IS AMENDED TO 

I:!.~f>.S.__&li.Ll.lil!i.i. 
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·~4-ZZOZ. Oil or gas p~oduce~s• seve~ance tax 

amount -- exceptions. Every pe~son engaging in o~ carrying 

on the business of p~oducingo within this state, pet~oleumo 

o~ other mine~al o~ crude oil• or natu~al qas or engaging in 

o~ ca~~ying on the business of owning. cont~ollingo 

managing, leasing o~ ope~ating within this state any well or 

wells fro• which any aerchantable or aarketable petroleu• or 

other illineral oe- crude oil or natural gas is extracted or 

produced• sufficient in quantity to justify the marketing of 

the sa.e 1 •ust. except as Qrpyjded jn {sectjpn ZJ of tbjs 

~. each year when engaged in or carrying on any such 

business in this stateo pay to the state depart.ent of 

revenue, for the exclusive use and benefit of the state of 

Montana, a severance tax. computed at the following rates: 

(a) Two and one-tenth per cent tZ.l~t of the total 

gross value of that portion of all the petroleum and otner 

mineral o~ 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 

sucn lease or unit by four hundred fifty t450t barrels. 

(b) Two and sixty-five hundredths per cent .tl.65~t of 

the total gross value of that portion of all the production 

of such person from each lease or unit in ~ach calendar 

quarter in excess of +e~~Hftdred--F+~-t450t 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 fro~ 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 foro 

developing and producing such petroleum, crude or mineral 

oil; provided, however, th3t 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 wello or prospect or explore foro or do any 

work for the purpose of developing any petroleu• or other 

mineral or crude oil to pay such severance tax, nor shall 

any work be doneo or the drilling of any well or wellso for 

the purpose of prospecting or exploring for petroleum or 

other mineral or crude oilso or for the purpose of 

developin~ same, be deemed to be engaging in or carrying on 

of any such business; provided• further. that in the doing 

of any such worko or in the drilling of any oil wello or in 

sucn prospecting, exploring or development work, any 

merchdntable or marketaole petroleum or other mineral or 

crude oil in excess of the quantity ~equired by such person 

for carrying on such operation shall be produced sufficient 

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

work 1 cri11ing 1 prospecting, exploring or development work 

shall oe deemed to be the engaging in and car~ying on of 

such business within this state within the Meaning of this 
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section. 

(c) Two dnd sixty-five hund~edths pe~cent t2.65%t of 

the total ~ross value of natural gas produced from each 

lease or unito but in determining the amount of such tax 

there shall be excluded f~om consideration all gas produced 

and used by such person during such year in connection with 

his ope~ation~ in prospecting for, developing and producing 

sucn 3as, or petroleum, crude or mineral oil; and there 

shall also be excluded from consideration all gas recycled 

or reinjected 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 owner or owners of the gross 

proceeds in value or in kind of all the marketable pet~oleum 

or otn~r mineral or cruje oil or natural gas extracted and 

produced, including owner or owners of working interest, 

royalty interest, overriding royalty interest, carried 

working interest, net proceeds interest, production payments 

anu all other interest or interests owned or carved out of 

th€ total gross proceeds in value or in kind of such 

extracted marketable petroleum or other mineral or crude oil 

or Odtural gasr except that any of the aforesaid interests 

tnat 1re owneo by the federal, state, county or municipal 

goveraments shall be exempt from taxation under this 

chapter. Unless otherwise provided in a contract or 1 ease • 
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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.• 

SECilYN 4. SFCTlON 84 220lo R.C.Mw 19~7, IS AHENQED TO 

REAp AS fOlLOWS: 

•s4-2201. Statement to accompany payment -- records 

collection of tax-- refunds. (1) Each and every person 

must, within s+~t60t days after the end of each following 

quarter, •ake out on forss prescribed by the departaent of 

revenue a statement showing the total number of barrels of 

merchantable or marketable petroleum, and othe~ mineral or 

crude oil or cubic feet of natural gas produced or extracted 

by such person in the state of Hnntana during each month of 

such quarter and during the whole quarter, the average value 

thereof during each month and the total value thereof for 

the whole quarter, together with the total amount due to the 

state as severance taxes for such quarter; and musty--except 

A~Yided--±n=-t2ectton cf=of=tbi2-ect• within such s~y 

toOt oays deliver such statement and~ EXCEPT AS PKOVIDEQ__IH 

LSECilu~ 2) Of THIS ACTt pay to the department of revenue 

the amount of the taxes shown by such statement to he due to 

the stote ot Montana for th<· quarter tor ,.hich "uch 

stdteru<O:nt is rnade. Such statement 01ust t>e signed and 

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

the ,>r<cs i t.ltnt, viLe-president, treasurer, ~ss i stant 
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treasurer, or man .. gi ng agent in this state ot the 

association, corporation, joint-stock company or syndicate 

making the same. Any such person engaged in carrying on 

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

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

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

statement. The deparbnent of revenue shall receive and file 

all such statements and collect and receive from such person 

making and filing a statement the amount of tax payable by 

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

of the statement. 

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

to examine each of such statements and compute the taxes 

thereon, and the amount so computed by the department of 

revenue shall be the taxes imposed, assessed against and 

payable by the taxpayer ~aking the statement for the quar~er 

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

due shall be greater than the amount paido the excess shall 

be paid by the taxpayer to the department of revenue within 

~eft--tl0t days after written notice of the amount of the 

deficiency shall be mailed by the department of revenue to 

s~ch taxpayer. ~rovidedo that if the tax imposed shall be 

less than the amount paido the difference must be applied as 

a credit against tax liatility for subsequent quarterso or 

refunoeo if there is no subsequent tax liability.• 
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~etton-5w--Sectton-e+-qcet.=ftw~•Mw-t9+i•-+s=nmendee=to 

ree¢-~s-tottows+ 

~~~-o~ar.-~e~em~~--of--ytetd~-penet~yY-e~eftS+Oft-e+ 

~---.---E--r--per2Qn--eft1JI!Iged--+n--.+?ltf'l<r--oll'O~fty---.+?le 

wt>e~2oe¥e1"-eon~etf'li-~-1'1Mttre"l-<;esy-pe~t"otea1!1T-Ot"__.,..,t"-et"ttde 

ot"--mi-nerot--ott--mHS~Y=taeept-es-proy±Ccd=tn=f,etttoncj-ot­

t:ltta-octr on---be+ot"e-~he-iotri r t' f i r n-ctey-e+--Hsrel'l-tn-eeen 

yeer-ceke-ott~-ond-det+vet"-t~e-~tete-6epert.eftt-of'-reveftUC 

o--st8te~en~--o+--ene--~os~-ytete--e+--suel'l--neturat--ga~y 

pe~rotetttay-01"-~ei"--Ct"ttde--ot"- 11 i nerel-ott-ft"QIII-eeeh-.+ne 

owned-of"-worked-by-stteft-pet"2ef'l--dttt"tng--the--ne~preeedif'lg 

e oten<!al"--yeAt"Y-<!f'ld-i:tle-vetue-i:tlet"eeh-5tteh-s~e~elllei .~ ~t 

be-i-f'l-troe-for..-preset"tbed-b'(-the-stete-depet"tiaef'lt-ef'-re¥Cmte 

and-~~t-he-vet"+f'ted-by-~roe--ee~--sueh--pet"~--or--i:tle 

men~~ery--~ttpet"~end~tT-e~.-pt"es+dent-or-vtee-pt"e2tdent 

o+--~ttel'l--eorporet+Ofty--assoete~n--ot"--pet"tfte~l'ltp.---5aero 

~~ot§S@nt-~hett-sl'low-tl'le-+o++ew+ng• 

~y--~e--neme--end-edd~-o+-~-opere~or-o+-the-miftey 

~oge~l'ler-w~n-o-tts~-+ft-d~t+eete-o+-~he-neee~-ond-eddre~ses 

o+-any-ana--ett--persOft$--cwntng--or--eto+mtf'lg--sny--roye+ty 

tn~er~t-i-n-~-.tnet"et-Pf"Odtte~-oT-~tte~e-or-tl'le-pt"oeeeds 

deri-Yea--+t"oll--i:tle--~ote--~het"eof'y-ef'ld-~he-omount-or-eMOUnt~ 

rei-d-cr-yi-etded-e~-royet~y-~o-efteh-o+--suel'l--pet"20fts--dttt"tf'lq 

tl'le-pertod-eovered-by-tl'le-~~w 

~~--+ne-deser+p~tOft-end-toeettOf'l-of-the-mtfteY 
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;.--~he-~~+-eub+e-+eet-o+-rt&ture+-ga~~b&rre+s-o+ 

petretettm~-or--o~er--erttd~---~e+--o++-~t~eted-er 

prodtteed-+rom-the-m+fte-dttr+~--the--p~+ed--eove~-by--tne 

stseeaertt• 

4•--~he-~ess-y+etd-or-ve+tte-~ft-d&tters-end-ee~• 

5•--#cetue+-eost-e+-e•treet*"~se.e-+rom-.+ftew 

o---~ost--e+--eeft~rttet~~-re~-eftd-better~ftt~-e+ 

•+fte~. 

'fr--#cettte+~t--e+--~~ttrertee---.trtd---W<M"t<~ 

e~et+eft-~l!tftee. 

i+-erty-per--sh&++-+e++T-flegteet:-er-1"eftf!le t:e-+~e 

seeteeertt-requ~red-by-th+~-seet~~w+t~ne tiMe ~~edT 

or--w+t~rt--eny--ewtertded--~ed-o~et+o.edy-the-~ete 

depef"':mertt-<H'-.. ......,nt:H!-whert--tre~ttHg--~he--rtet--preeeeds 

~etttet+o~ts--te-the-eottnt+es-she+t-+ft+or•-the eottntr as~es~or 

of-stteh-+o++ttrey-neg+eet-er-re+~e+-end~he-eottftty--e~~essor 

+n--o~d~t:~on-to-~e-net-preeeed~te•y-~?-ftftyT-~hett-essess-e 

pene+t:y-o+-~t3-e+-~-e+-stteh~-+er-eeeh-ee+ender month -or 

+reet+en--the~<H'--thet~he-.. eqtt+red-stetemeftt-~-ftot~tedy 

dedttet+ng--there+rem--eny--..,ne~-ee++eet:ed--hy--the--~tete 

depertment:--of--.. eyenee--r~ed-by-~~s-seet~on.-ffte-stftte 

depertment:-ot-re•erttte-she~-ess~-e-pene+ty-ot~~-+or-eeeh 

eetefteer-•oftth--or--+reet~on--t:fte.-eo+y--~--~~ng--+etfr 

•eftthsy--that--the--req~red--stotement--~s-n..t-~edy-to-be 

eot+eeted-by-th~tete-depert~rtt-e+-re.efttte--end--de~fted 
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to-the-ered~-of-the-generet-+uftd-o+-~-stet..-of Hofttorte• 

fhe-stete-depert•ent-o+-re¥entte-shett-upert-e-s~~-ef 

reesenee+e--eett~ey-qrent-em-ewtertsfon-of-t+~or-f?+~-the 

stetemertt-reqtt+red-by~-~~ 

thfs-pert&tty-~++ he ift e~+en-te~ettet~--p'I'O¥ftfed 

fft-seet+en-64-6r69.• 

SE~IION ~. SECTION 84 620+• R.~.H. 1947, IS AMENQED TO 

RHQ AS FOLLOWS: 

•84-6204. Deduction of drilling costs and capital 

expenditures. The state department of revenue in co•puting 

the deductions allowable for cost of drilling wells 

co•pleted during the period and for other capital 

expenditures shall allow teft-per-eent--t10%t of such cost 

each year for a period of tftft-tlot yearso be~!npjng after 

the 3 year exeaptjon period allowed jo [sectjoo 2] of thjs 

act far qualified wells; provided• however, the operator or 

proauc~r may elect to amortize the cost over a period of two 

t2t years if the well is less than three--theu~eftd--t3.000t 

feet ueepo 

The department shall also compute and allow deductions 

for any capital expenditures Made during the year 1953, 

where the ~a•e have not been previously allowed in coaputing 

sue!, n"t proco;eds under the laws of the state of Hontana.• 

~t4 o. SHUQ,, 81t 6208o RaCorlo 19;7. I.S AMENDED TO 

£tAO A~ fUI LO~ 
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·~4-6208. County assessor"S to compute taxes. 

lmmeoiately af~er the county board of commissioner~ has 

fixed tax levies on the second ~onday in Augusto the county 

assessor shall compute the taxes on such net oroceeds~ 

except as provjded jo (sectjon 2] of thjs act, and royalty 

assessments, and shall 1eliver the book to the county 

treasurer on or before the fifteenth day of September. The 

8 county treasurer shall proceed to give full notice thereof 

9 to such operator and to collect the same in manner provided 

10 by law. 

11 The operator or producer shall be liable for the 

12 payaent of said taxes and same shall be payable by and shall 

13 be collected from such operators in the same manner and 

14 under the same penalties as provided for the collection of 

15 taxes upon net proceeds of mines; provided, however, that 

16 the operator mayo at his optiono withhold from the proceeps 

17 of royalty interest, either in kind or in money, an 

16 estimated amount of the tax to be paid by him upon such 

19 royalty or royalty interest, after such withholding any 

20 deviation between the estimated tax and the actual tax may 

21 be accounted for by adjusting subsequent wi thhol_di nqs from 

2l the proceeds of royalty interests.• 

23 SJ;JJlilJLh~VE:j!,AdiLIIY-. If A PART_m:_m_M.LJ.S. 

24 ~~lQL-AlL VALID PARTS THAI ARE SEVERABLE fROM IH~ INYALID 

4~ fA6L_B~MAlN 1~ tEFECJ. Lf_A_tART Of THIS ACT IS INVALID IN 

-u- H8 553 
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y~_Qd_MORE OF ITS APPllCAIIONSt THE PARI REMAINS IN EEEEC! 

~~ VALID APPLICATIONS THAT ABE SEVERABLE fROM THE 

INVALIQ APPLICATIONS• 

-End-
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HOUSE BILL NO. S53 

INTRODUCED BY OkiSCOLLy MELOY 

BY RERUEST Of THE GOVERNOR 

A Sill FOR AN ACT ENTITLED: "AN ACT TO ENCOURAGE 

fXFLD~ATION FOR NATUkAL GAS 3Y EXEMPTING NE~ GAS P~GOUCllON 

CONSU~EO IN MONTANA FROM ONE-HALF Of THE NET PROCEEDS TAX 

F8R--A-~-¥EAR-9~99-.NB-PRB¥+B+N6-*H-EffE£T+Y~E AND ALL 

THE SEVERANCE TAX fOR A 3-YEAR PERIOD; AMENDING SECTIONS 

~~· 8~-2207, 8~-§t5~r=*NB 64-6204, AND 84-6208, &.C.M. 

.1.2ii·. 

tlE IT ENACTED BY THE LEGISLATURE Of THE STATE OF MONTANA: 

Section 1. Policy. It is the public policy of this 

state to promote a sufficient supply of natural oas to 

provi~e for the residents of this state anG to lessen 

Montana's dependence on imported natural gas. 

See~+en-~w--E~e~p~+en---t~am---~~--~~&e~rl~-~~' A++ 

ne~ure+-ee~-~~e~ueed-+n-th+~~~e-t~em-we+~rl~+++ee--~e~ 

9eeeftbe~--~~T--~9i6T--&nd--a+T--ftstnre+-ges-~~dueed-+ft-tft+~ 

s~ete-w~+e~-+~eent~eeterl-t~-se+e-ett~-Beeember-~ty--t9~~ 

tre.--•e++s--trem---"+e~-~-~es-we~-so+d-du~+ftg-~ne-ee+~e~ 

yee~-~t-19~6-w+++--be--~empt--t~om--the--net--p~oeeed~--~~ 

+~~se~--by--~+t+e--8~T--ehep~er--6~y-ff-tne-~es-+s-e0ftsumed 

so~e+y-+ft-Mentefte• 
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5e~t+en-3.--~t-~e~e~&~Y• Th+~-e~t-+~-etteeti~e--trem 

~ftftn·ery-IT-I~~~y-tfnt++-du+y-l--r-1-9~. 

SECTION 2. THERE IS A NEW R.C.M. SECTION THAT READS AS 

fOLLOWS: 

(l) Exemption from net p~oceeds and severanc~ tax. 

N~tu~d! gas p~oduced trom a well 5000 feet deep or deeper on 

which j~ill ing was commenced after Decembe~ 31• 1976 9 but 

befo~e December 3lo 1980, is exempt fro~ one-half the net 

proceeds tax imposed by chapter 62, Title 84 and all of the 

~everance tax imposed 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 dili~nt co~letion of the well. 

and 

(b) distributed by a natural gas distribution system 

servin~ only natural gas consumers A MAJORITY Of wHICH ARE 

wit.h•n Montana, or at least ~eea ~~ 

consu,u.,rs within Montana. The 3 year exempt ion 

natural gas 

provided by 

thi~ section shall begin when natural gas from a qualifying 

well •s first placed int.o a natural qas distribution system. 

(2) Notwithstandinq the provisions ot subsection (ll• 

a I ! r t!por-t I no, requ i f"ement.s u nee,.. the net proceeds and 

~ev,!r-~nce t.dxes ..-~m.a•n ~n eftec...t. 

~~LTIUN 3, ScCTIUN 8~-2202r R.C.M. 19~7. IS AMENQEQ TQ 

ccAD A~ FOLLOWS: 
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"a4-l202. o i 1 or qas producers• severance tax 

amount exceotions. tvery person engaginq in or carryino 

on th~ business of ;>roduci.~g, within this state, petroleum, 

or other mineral or crude oilr or natural gas or engaging in 

or c"rryinq on the business of owning, controlling, 

managing, leasing or operating within this state any well or 

wells from which any •erchantable or marketable petroleum or 

other mineral or crude oil or natural gas is extracted or 

produc~d, sufficient in quantity to justify tne .arketino of 

the same, must. except as provjded jn [sectjon Z) gf this 

~. each year when engaged in or carrying on any such 

business in this state, pay to the state departRent of 

revenue, for the exclusive use and benefit of the state of 

~ontanat a severance tax, co~puted at the following rates: 

(a} Two and one-tenth per cent fl.1'l;t of the total 

gross value of that portion of all the petroleum and other 

mineral or crud€ oil produced by such person frnm each lease 

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

u~taiPel by multiplyin1 th~ number of prcducin1 ~ells on 

such lease or unit by four hundred fitty t450t barrels. 

(bl Two and sixty-five hundredths per cent f2.65%t of 

the total gross value of that rortion of all the production 

of such person frotn each leas~ or unit in each c~lendar 

quarter in excess of i'eu,.--"""'~--f+t~--t45ot barrels 

~ultipl ied by the num~~r of producing wells on sucn lease or 
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unit; but in determining the amount of such tax there shall 

be excluded fro~ corsideration all petroleum, or other crude 

or mineral oil produced and used by such person during such 

year in conne-cti{,n with his nperations in prospe-ctinq. for. 

jevel~ping and prJducin~ such petroleum, crude or mineral 

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

construed as requiring laborers or employees, hired or 

••played by any person, to drill ~ny oil well, or to work in 

or abuut any oil well, or orospect or explore for, or do any 

work for the purpose of developing any petroleum or other 

mineral or crude oil to pay such severance taxo nor shall 

ant work be done, or ~"t'e drilling of any w-.11 or wells, for 

the purpose of prospe~ting or exploring for petroleu• or 

other mineral or crude oils, or for the purpose of 

developing same, be deemf!d to be engaging in or carrying on 

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

of any such workr or in the d~illi~g of any oil well, or in 

such prospectinq, exploring or development work• any 

:rr.":>orcnr.Hit.able cr rnark·etat-lr. !H'trcleunl or other mine-ral or 

crude o i I in excess of the <!Uantit y requ i r'!O b·t such person 

for carryinq on such op~ration shall be produced sufficient 

in quantity to justify the marketing of the sameo then such 

w~rkr rrilling, prospecting, explorinq or development work 

s~all be dee5ed to be the engaging in and carrying on of 

such t,oJsiness within this state within the meaning of this 
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~ec t i ·Jn. 

(c) TNo and sixty-five hundreoths p~rcent t2.65't of 

the total gross value of natural gas produced from each 

lease or unit, but in determining the amount of such tax 

there shall be exclu<kd fron1 consideration all gas produced 

and used by such per5on du~ing such year in connection with 

his ooerations in prospecting for. developing and producing 

such gas, or petroleum, crude or mineral oil; and there 

shall also be excluded from consideration all gas recycled 

or reinjected 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 owner or owners of the gross 

proceeds in value or in kind of all the marketable petroleu• 

or other mineral or crude oil or natural gas extracted and 

produced, including owner or o~ners of workin] ~nterest, 

royalty interest. overriaing 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 cruoe oil 

or natural gas, 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 on a ,-ontract or lease, 
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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 

division of proceeds orders or other contr3cts.• 

or 

SECTION 4. SECTION 84-220Jo R.C,Ma 1947a IS AMENQED TQ 

B..E.AILA.:I~QLLOHS: 

records "d4-2207. Statement tc accompany paym~nt -­

collection of tax-- refunds. (1) Each and every person 

must, within ~~-t6ot days after the end of each following 

quarter, make out on forms prescribed by the department of 

revenue a statement showing the total number of barrels of 

merchantable or marketable petroleum. and other mineral or 

crude oil or cubic feet of natural gas produced or extracted 

by such person in the state of Montana during each month of 

such quarter and during the whole quarter, the average value 

thereof during each month and the total value thereof for 

th .. wr.ole quarter, tog£·ther with the total amount due to the 

state as severance taxes for such quarter; and •usty =except 

~2 =ProytQed--tn--t$cet+on Cj-of=th±s-aet• within such s+~y 

t60t days deliver such statement ando EXCEPT AS PROVIQEO IN 

~SECTION ZJ Of THIS ACT, pay to the department of revenue 

the amount of the taxes shown by such statement to be due to 

the state of Montand for the quarter for which such 

statement is made. Such statement must be signed and 

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

the president, voce-president, treasurer, assistant 
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tre:....surer, 0~ managing agent in thi~ state of the 

association, co~po~ation, joint-stock company or syndicate 

making the same. Any such person engaqed in carrying on 

such business at mo~e than one place in this state, o~ 

ownin]• leasing, controlling, o~ ope~ating More than one oil 

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

statement. The depa~tment of ~evenue shall ~eceive and file 

all such statements and collect and receive from such person 

maUny and filing a statement the amount of tax payable by 

such pe~son, if any, as the same shall appear f~om the face 

of the statement. 

(2) It shall be tne duty of the depart•ent of revenue 

to examine each of such statements and compute the taxes 

thereon, and the amount so computed by the depa~tment of 

revenue shall be the taxes imposed, assessed against and 

payable by the taxpayer making the stateaent for the quarte~ 

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

due shall be ~~eater than the amount paid, the exce~s shall 

he pai~. t::y tho:? t'l)(raye..- to thP depdrt"h_Jnt of r8Vi:':1U't:' '"'it hi n 

~en--t10t days aft~r written notice of the amount of the 

deficiency shall be mailed oy the department of revenue to 

such taxpaye~. Provided, that if the tax imposed shall be 

li'!SS th.lr. ti1e <jrJlOUflt pai dt the difference must b~ -lppl i ed a'S 

a credit against tax liability for suhsequent quart~rs, or 

refJndeo if the~e is no subsequent tax liability." 
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see~ton-5y--5cettpn-84-6;ftty=ftyEyHy=}9;ix=i2=ftRCDded=to 

~eod-o#-f~~ 

•e4-&r8r•--5te~~men~--o£--y+e~dy--pene+ty.,.-e~~en~+cft-of 

~tme•---f~e~y--pep~Oft--enge9ed--tn--m+n+ftg--~pcn--eny---a+fte 

wn~~~oewe~-ecn~c+ft+n9-~~~ .. o+-9~~pe~c+e~~o~-cther-er~de 

o~--mtne~c+--c++--m~~tr-execvt=o-==reytded-tn=tscet+on=Ci=of 

~his-ectr cn-c~-be~~-~ne-~+rty-f+~s~-dey-of-~n-tn-eoen 

yeor-.a~e-c~~-end-de++~er-~e-th~s~e~e-deper~.ent-cf-revenue 

o--s~~~emen~--cf--t~--~r~~--y+~+d--cf--s~eh--ne~~re+--1~• 

~etro+~u•y--c~-otner--er~de--e~-m+nere+-eil fro• eeeh-etne 

cwned-cr-worked-by-~~en-eerson--dur+ng--~--~t--pr~~~ 

r "tl-•· ,der--yeer..---en<l-~n<:-ve~e-~ee+•-5ueft-s~M-sfttt++ 

be-tn-~ne-fcra-~reser+~ed-by-the-s~ete deper~-cf-reYenUe 

end-•~~-be-yepffted-by-the--ee~--cf--sueh--per~--or--~fte 

'"o""<JC1"Y--s~per+meneen~ ... -c<!eMy-"11~..-stden~-cr-.tee-pr~tden~ 

c£--sueh--ecrperottcny--nsscete~en--cr--pc~nersft+~·---5ueft 

ste~emen~-sne++-shcw-the-£c++ew+n9+ 

T.--~ne--ne.e--~nd-edd~es~-cf-~he-cperctor-of-the-..tne~ 

tn~tt~~~-w+~~-e-+~~t-~n-~u~~Tee~-o+-~~e-n~m~~-en~~dr~~e~ 

cf-eny-ond--e++--~e~scns--cwn+ftg--er--e+et•+ng--eny--~ye+~y 

+n~e~e~~-+n-~ne-m+nere+-p~cd~~-c£-s~eh-m+ne-or-~he-preeeeds 

dertyed--frcm--~~--se+e--~n~.-end-the-emouftt-cr-a.eunts 

pntd-cr-yte+ded-es-~cye+ty-tc-eeeh-e£--s~en--p~rscns--d~r+n~ 

~n~-pertcd-ec¥ered-by-the-~~cte~fttw 

ry--+ne-desertp~+en-eft~-+cee~fcn-cf-tne-mtnew 
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~---~ne-ftttmbe~-or-eub~-~ee~-of-notd~o+-qo~y-horr@+~-of 

pe~~o+eu•y--or--o~e~--e~ude--or--m+ne~+--&++--~~~oet~-or 

p~ueed-tro~-~fte-m+~-ddr+~~e--~r+od--e~~--by--tne 

~tai:e.,..nt-w 

~T--+ne-q~e~~-y+e+d-o~-•e+~-+n-do++e~~-end-ee~~. 

'>•--Aetu.,+-·e.~~t-et-,.,.t.,.eet+ft<)-~ .. --f~om-m+ne. 

6.--ee~t--ef--een~t~u~eny--repe+r~..ne-bette~men~-of 

at+ t\e"S .. 

~---Aetue+--ee~--ef--f+re--~~u~.,~e---end---~o~•~~ 

e~~~+en-+n~~~e. 

~~-e~-p~son-~ha++-~s+~eg+eet~-~e+u~e~++e-tne 

~tetemertt-req~~ed-by-th+~~~+on-w+th+rtrthe-t+ae-'f'equ+redy 

er-~th+n--eny--ewten&ed--p~-of-t+Me-o~owedT-tfte-~e 

d~ent-of-revefttie-when--tfll'"t~~Hot+ ng the- net--proeeed'!O 

•e+uot+on~--te-the-eount+e'!O-~++-+nter•-the-eounty-8'!0'!00'!0~~ 

of-~ueh-te++urey-Heq+eet-o~-ref~o+-end-~he-eeunty--o~e~~e~ 

+n--edd+t+on-to-the-ftet-p~oeeed~ta,.y-+f-anyy~he++-ft'!O~e'!Os-a 

p~e+ty-o~-rj3-ot-+•-ot-~ueh-te•-fe~-e&eh-ea+ende~-mcrtth--o~ 

f~et+en--the~eef--thftt-~e-~qu~~-~~ot~rtt-+~-n~-f++~ 

deduet+n<)--th~e~om--eny--"eney~--eo++eeted--ey--tne--'!Ot~e 

depe~~ment--of--~•enue--~eqtt+~ed-by-~h+~~eet+enw-~ne-~~o~e 

depe~.ent-ef-~e.enue-~++-e~~~-e-pene+ty-of-~-~o~-eeeh 

ee+ende~-MOnth--~--~~eet+en--the~eefy--nftt--~eed+n~-fou~ 

eentn~y--thftt--the--~equ+red--~tete•ent--+~-not-~+edy-to-be 

ee++eet~-by-~e~tete-depe~tment-e~-~e•erue--.,nd--depe~+ted 

-9- HB 553 

l 

3 

4 

5 

~ 

1 

tl 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 05'>~/04 

te-the-e~ed+t-ef-the-<lerte~o+-~und-of-~he-~tote-o~-Mentone• 

+ne-~ote-depe~tment-of-re•efttte-~ne++-upon-e-show+n~-o~ 

~ee'!Oenob+e--eaueey-~ont-en-e~eftS+on-of-t+ee-for-t+++ng-~e 

etotemeftt-requ+'f'ed-by-th+e-~~+en. 

f~~-pe~~+~y-~he++-be-+~edd~~+o~-~o-~ene+~~~.,.oY+~ 

+"-~~et+on-~~-6~69.• 

~CI~~CIION 84 6204, R.C.H. 1947a IS AMENDED TO 

READ AS fOLLOWS: 

11 84-6204. 

expenditures. 

the 1educt ions 

Deduction of orilling costs and capital 

The state departn~nt of revenue in co~puting 

allowable for cost of drilling wells 

completed duronQ the period and for other capital 

expenditures shall allow ten-~~-een~--tlD%t of such cost 

each year for a period of teft-t10t years, begjnnjng after 

~be~-X~~emptjon period allowed jo [sectjop 2) of ~ 

~for QUal jfjed ~provided, however. the operator or 

producer May elect to amortize the cost over a ~riod of two 

t2t years if the well is less than th~ee--thcueon~-t3•000t 

feet oeep. 

The department shall also compute and allow deductions 

tor any capital expenditures made during the year 1953• 

where the same have not been previously allowed in computing 

such net proceeds under the laws of the state of Montana." 

SECTION 6e SECTION 84-6208. R.C.H. 1947t IS AMENDED TO 

R t: A 0 AS -.£Jll...L.O.itS.J. 
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•&4-6208. County assessors to compute tax-es. 

!~mediately after the county board of commissione~s has 

fixed tax levies on the second ~onday in August, the county 

assessor shall computE the taxes on such net proceeds~ 

~~~t__g~ ~royjded iD LSectjon 2J of this~ ann roydlty 

o assessments, and shall del iver the book to tne county 

1 treasurer on or befor~ the fifteenth day of September. The 

6 county treasurer shall oroceed to oive full noticP ~hereof 

9 to such operator ana to collect the same in manner provided 

10 by law. 

ll The operator or producer shall be li~ble for the 

12 payment of said taxes and same shall be payable by and shall 

ll be collected from such operators in the same manner and 

14 under the sa•e penalties as provided for the <:ollection of 

15 taxes upon net proceeds of mines; provided, however, that 

16 the operator may, at his option, withhold from the proceeds 

17 of royalty interest. either in kind or in ~oneyr an 

18 estiMated amount of the tax to be paid by him upon such 

19 royalty or royalty interest, atter such withholcin~ any 

20 deviation between the estim3ted tax and the actual tax may 

21 be accounted for by adjusting subsequent withholdinns from 

22 the proceeds of royalty inte~ests." 

23 Sl:Uli!!Lh_.s..f.URAIUUI..:L.. It A PARI Of THiS AU IS 

2'< .l!t.llAU.~LA.Ll VALID PARTS THAT ARE SEVERABLE ER0,'1 THE INYALI D 

25 £ARI__E~Al!L~-tf£~If A PART Of THIS ACT IS INVALID IN 
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D~~&f_QE ITS AP£LiC&IlDNSs THE PART REMAINS [N EfFECT 

~LL VALID APPLICATIONS THAT ARE SEVERABLE fROM THE 

.l!t.llA.LlP APPLICATIONS. 

-End-
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