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SENATE BILL 245 

IN THE SENATE 

Introduced and referred to 
Committee on Taxation. 

Fiscal note requested. 

Fiscal note returned. 

Committee recommend bill, do 
not pass as amended (majority). 
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INTRODUCED BY 
~ "" "· ..:&'£ 

A Bill FOR AN ACT ENTITLED: •AN ACT REQUIRING THE RECORDING 

AND ANNUAl REGISTRATION OF SEVER! 0 14INERAl INTERESTS AND 

PAYMENT OF A FEE THEREFOR; PROVIDING FOR ADVERSE POSSESSION 

OF UNRECORDED AND UNREGISTERED MINERAl INTERESTS; REPEALING 

THE TAX ON THE RIGHT OF ENTRY; AMENDING SECTIONS 1S-6-10lo 

lS-8-1llo 7Q-19-4llo ANO 70-28-109o KCA; AND REPEALING 

SECTION 15-6-102o HCA.• 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTAN~: 

NEW SECTION. Section 1. Severed mineral Interests 

legislative findings and declaration of purpose. (1) The 

legislature finds that the creation of severed •ineral 

interests has been a frequent occurrence throughout the 

history of this state. The legislature further finds that 

because of the increasing frequency of the creation of 

severed •ineral interests the ownership of severed mineral 

interests throuqhout the state is beco•ing more obscure and 

fractionalized with the passage of time. This obscure and 

fractionalized ownership often aakes It difficult to 

identify and locate the owners of severed •ineral Interests. 

thu~ impairing the development of this state•s eineral 

deposits in a period of increasing de111and for the 
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LC 0077/01 

developEent of new •ineral sources. The legislature further 

finds that the owners of severed Mineral interests do not 

now contribut~ revenue to the costs of legal recognition of 

separate •lneral interests or toward the general operating 

costs of govern•ent. 

(2) The purpose of [this act] Is to identify and 

clarify the ownership of severed •ineral interests. to levy 

a fee on the privilege of maintaining a severed •ineral 

interest separate fro. the surface interest. and provide for 

a .ethod of vesting title to dor•ant and unclal.ed •ineral 

interests in the owner of the surface which overlies the 

•lneral interests. 

tiEM SECTION. Section 2. Severed •lneral interest to 

be recorded and registered annually. (l} Any lnstruaent by 

which ownership of a •lneral interest is c1aiaed by other 

than the surface owner •ust be recorded with the county 

clerk of the county in which the land overlying the severed 

•inaral interest clai•ed is situated. 

(2) The owner of a severed •lneral interest shall pay 

a recording fee of Sl to the county clerk and shall 

thereafter pay to the county clerk an annual registration 

fee of 5 cents an acre or fraction of acre with a •inl•u• 

annual fee of Sl for each single description of contiguous 

land in which a •ineral interest is clai.ad. The annual fee 

shall be paid on or before July 30 of each year. The annual 
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fee need no~ be paid for the year in which the clai~ is 

firs~ recorded. 

(31 The county clerk shall keep a record of all fees 

paid and by w~ paid. If the alneral interes~ hds been 

recorded, annual registration fees not paid are considered 

delinquent. The owner of a severed ~ineral in~erest eay pay 

delinquent fees at any ti•e• The •axieue payeent required 

for delinquen~ fees is SlO an acre for each single 

d~scription of land in which a ~ineral interest is clai.ed. 

(4) The recording and annual regis~ra~lon fees 

collected pursuan~ ~o ~his sec~ion .us~ be deposi~ed to ~he 

credi~ of the general fund of ~he coun~y in which they were 

collected. 

NEN SECTION. Sec~ion 3e Li•!~ation on recording and 

annual registra~ion fees. The fees for recording and annual 

registration of severed •ineral Interests are lialted to 

one-half the a.aunt required by [section 2] for a person who 

qualifies for the class fifteen property classification• 

except that in order to qualify under this section• the 

requireaent that ~he proper~y be a residence valued at 

S3~.ooo or less does no~ apply. 

NE¥ SECTION. Section 4. Coun~y to detereine whether 

to perfore title searches ~ discover ownership of severed 

•ineral iBterests. If the county assessor dete~•ines that 

the cost of conducting a title search to detereine ~he owner 
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of a severed eineral interest for any tract of land would 

exceed the aaount of fees required to be paid to the county 

by the owner of the severed mineral inte~est. the assessor 

~ayo with the approval of the county co~issionerso decline 

to condu~t a title sear~h. 

NEW SECTION. Section 5e Adverse possession of a 

severed elneral interest. (1) Adverse possession of a 

severed aineral interest ~ay be established by ownership of 

the surface overlying the •ineral interest for S years 

continuously after July l• 1979o if the owne~ of the seve~ed 

•ineral interest has not: 

(at recorded the eineral interest pursuant to [section 

Z]; or 

(b) paid the annual registration fee pursuant to 

[section 2] within ~he 5-year period and that fee has been 

paid annually by the surface owner. 

(21 Ownership of the su;face is actual. feasible

exclusive, hostile• and con~inuous possession of the seve~ed 

•ineral interest if the severed •ineral interest has not 

bean recorded pursuant to [section 2] or if the annual 

registration fee pursuant to [section 2] has been paid by 

the surface owner rather than by the owner of the severed 

•ineral interest. 

(31 The provisions of Title 70o chapter 19, part 4• 

apply to a claim of adverse possession of a severed ., i n2 :- al 

-4-
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interest. 

(4) An action for quieting title to a severed eineral 

interest may be brought under the provisions of Title 70o 

chapter 28. 

Section b. Section 15-6-101 .. MC.\o is aaended to read: 

"15-6-101. Property subject to taxation 

classification. (1) All property in this state is subject to 

taxationo except as provided otherwise. 

(2) For the purpose of taxation. the taxable property 

in the state shall be classified in accordance with~§-~ 

15-6-103 through 15-6-121·• 

Section 7. Section 15-8·-lllo MCAo is aaended to read: 

•ts-8-111. Assessment market value standard 

exceptions. (1) All taxable property eust be assessed at 

100% of its market value except as provided In subsection 

(5) of this section and in 15-7-111 through 15-7-11~. 

121 Market value is the value at which property would 

change hands between a willing buyer and a willing seller. 

neither being under any co•pulsion to buy or to sell and 

both having reasonable knowledge of relevant facts. 

(3) The departaent of revenue or its aqents say not 

adopt a lower or different standard of value fro• earket 

value in making the official assessment and appraisal of the 

value of property in e+e~-one--aftd classes seven through 

eighteen. For purposes of taxation, assessed value is the 
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saee as appraised value. 

(~I The taxable value for all property in e+~~ 

eftd classes seven th~ough eighteen is the percentage of 

aarket value established for each class of property In 

~~&i-en4 15-6-108 through 15-6-119. 

(5) The assessed value of properties in 15-6-103 

through 15-6-101 and 15-6-120 is as follows: 

(a) Property in 15-6-106, under class flveo is 

assessed at 100~ of book value by the method established In 

15-6-106 and the sections cited therein. 

(b) Properties In 15-6-103o under class twoo are 

assessed at 100~ of the annual net proceeds after deducting 

the expenses specified and allo~ed by 15-23-503. 

(c} Properties In 15-6-104• 15-6-105, and 15-6-120o 

under classes threeo fouro and nineteen are assessed at 100~ 

of the annual qross proceeds. 

(dt Properties in 15-6-lOlo under class sixo are 

assessed at 100~ of the productive capacity of the lands 

when valued for agricultural purposes. All lands that aeet 

the qualifications of 15-7-202 are valued as agricultural 

lands for tax purposes. 

(b) land and the i•prove•ents thereon are separately 

assessed when any of the following conditions occur: 

(a) ownership of the i•prove.ants is different froQ 

ownershi~ of the land; 
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(b) the taxpayer aakes a Mrltten request; or 

(c) the land is outside an incorporated city or toMn. 

(7) The taxdble value of all property in classes two 

through six is the percentage of ~ssessed value established 

in 15-6-103 throuqh 15-6-107 for each class of property.• 

Section e. Section 7D-19-'t11• HCA, is aaended to read: 

•70-19-411. Jccupancy and payment of taxes necessary 

to prove adverse possession. L1l In no case she++ .ax 

a~~erse poss~i~ possession be con,.dered established 

under this code unless it she+t-&e ~ shown that the land 

has been occupied and claiaed for a period of 5 year~ 

continuously and the party or persons, their predecessors. 

and grantors have during such period paid all the taxes, 

statew county, or •unicipalo ·~~have been legally 

levied and assessed upon se+~ ~ land. 

(2) ' claiaaot uod9r [sectigo 3l need not baye paid 

taaes on the einerals tp establish adyacs• posseisjon of a 

seyered •ioecal interest.• 

Section 9. Section 70-28-109, KCAo is a.ended to read: 

•70-28-109. Who bound by judg .. nt. ill Every person 

•ade a defendant to such action by na.a and every unknown 

claimant or possible clai•ant upon who• service has been 

•ade by publication, in accordance with Rule It• H.P..Civ.P., 

and who has not appeared in such action shall be bound by 

the judgaent or decree entered in such action. subject to 
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th~ right of any such defendants to apply for relief In ~ny 

.anner provided by the statutes applicable to the case of a 

defaulting defendant served only by publication. 

~ithjn bO days after the fjrst gubljcatjoo of -Lb£ 

suwwons gr wjthio a reasonable gerigd as the court may 

allows a person ownjog or c]aimjog a mjneral jnterest to 

wbjcb glajotjff bas coaaenced a 0ujet title action may 

appear and eake hjeself a gartv to the action. Jn order tp 

dgfeat the action. the defendant need ooly appear and 

present eyjdegce of hi$ gwnersbjp of the mjneral jnterest jn 

question and eyjdegce that tha fee& requjred by {sectjgo 2 

of this act] baye been gajd. 

(31 If tbe gJajntiff ha& gaid the fees re 0 ujred bV 

[section 2 of thi& act)• the defendant ayst rejmbur&e the 

plaintiff fpr the fees gajd glus interest at t~e gf lOt 

per v•ar.• 

Section iO. Severability. If a pa1t of this act i~ 

Invalid, all valid parts that are severable from the invalid 

part reaain in effect. If a part of this act is invalid in 

one or aore of its applications. the part reaains in effect 

in all valid applications that are severable from the 

invalid applications. 

Section 11• Repealer. Section 

repealed. 

-End-
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STATE OF MONTANA 
REQUEST NO. 109-7 9 

FISCAL NOTE 

Form BD-15 

In compliance with a written reque!lt received .-!1;!..~~!i_IY_f§_. _... , 19 ~_9 ___ , there is hereby submitted a Fiscal Note 

for .. S.e.ns.tt_~_J}ill_f_4_? ____ ~---- 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 requires the recording and annual registration of severed mineral interests 
and payment of a fee therefor; providing for adverse possession of unrecorded and 
unregistered mineral interests; repealing the tax on the right of entry. 

ASSUMPTIONS 

1) No accurate data exists on severed mineral interests, so no fiscal impact can be 
projected for revenues generated from the recording fee and annual registration fee. 
(See Technical Note) 

2) The taxable value of rights of entry will range from $1.0 M to $1.2 M for FY80 and 
FY81. 

3) A rural local government levy of 150 mills. 
4) A university levy of 6 mills. 

FISCAL IMPACT 

University Mill Levy (6 mills) 
under current law 
under proposed law 
Estimated Decrease 

FUND INFORMATION 

University Levy 
Estimated Decrease 

EFFECT ON LOCAL GOVERNMENTS 

FY 80 

$6,000 to $7,200 
0 

($6,000 to $7,200) 

($6,000 to $7,200) 

FY 81 

$6,000 to $7,200 
0 

($6,000 to $7,200) 

($6,000 to $7,200) 

The repeal of the tax on rights of entry will decrease revenues to local governments 
by $150,000 to $180,000 per year for FY80 and FY81. 

TECHNICAL NOTE 

Although no accurate estimate can be determined for the revenues 
from the fees of severed mineral interests, the revenues from 
the rights of entry may provide a lower bound of the revenues i) ~ 

that could be anticipated from the fees on severed mineral /Sa J.-...J .1'. iJ.A=-;} t" 
interests· BUDGET DIRECTOR 

PREPARED BY DEPARTMENT OF REVENUE Office of Budget and Program Planning 

Date: .!,/>I/-, f 


