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HOUSE BILL NO.
;
InTRODUCED BY (Ladl s s A C»-\m.m ﬁngf/ ,éb \[

‘,4¢fc' 64
A BILL FOR AN ACT ENTITLED: ®AN ACT TO PROVIDE THAT OIL AND
GAS NET PROCEEDS TAX BE LEVIED ONLY ON OIL AND GAS SOLD
DURING THE TAXABLE YEAR; AMENDING SECTIGNS 15-23-602»
15-23-~603¢ AND 15-23-605¢ MCA; AND PROVIDING AN EFFECTIVE

DATE AND AN APPLICABILITY DATE."™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MUNTANA:
Section la Section 15-23-602y MCAs is amended to read:
w15-23~-502. Statement of yieldes Each operater or

producer of natural gass petroleums or other crude or
mineral oil must on or before March 31 in each year make out
and deliver to the department of revenue a statement of the
oross y+e¥d sales proceeds of such natural gases petrcleumy
or other crude or mineral c¢il from each well owned or worked
by such person during the next preceding calendar year and
the-vatue-thereof. Such statement shall be in the form
prescribed by the department and must be verified by the
cath of the operater or producer or the managers
superintendenty agente presidenty or vice-president of such
carporations associationy or partnershipe Such statement
shall show the following:

{1) the name and address of the operatory together
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with a list in duplicate of the names and addresses of any
and all persons owning or claiming any royalty interest in
the production from the well or the proceeds derived from
the sale thereofs and the amount or amounts paid or yielded
as royalty to each of such persons during the period covered
by the statement;

(2) the description and Tocation of the weil;

{3} +the number of cubic feet of natural gass barrels
of petroleum or other crude or mineral oil extracted-or
produoced s0ld from the well during the period covered by the
statement;

{4) the gross y+eld-or-value sales_progeeds in dollars
and cents grs in the case of sales between _pariies oot
acting _at _arm's _lengihe _the greater of the gross sales
proceeds_frow or the fair market value of tbe producis sold;

(5) actual cost of extracting product from well;

{6) cost of constructions repairse and betterments;

{T} actual cost of fire insurance and workers®
compensation insurancee"”

Section 2« Section 15-23-603y MCA+ is amended to read:

*15-23~503, Net proceeds -— how computeds (1) The
department of revenue shall calculate and coapute from the
returns the gross sales_proceeds gf the product yielded from
such wall end-—tts-gress-vatde for the year covered by the

statement and shall calculate the net proceeds of the well

—2e INTRO WCED BILL
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yielded +to the producersy which net proceegs shali be
determined by subtracting from thz wvalwe--of--the Qgross
preducts sales proceeds thereof the followings

{a} a¥l royalty paid er-apportioned in cash or-+n-iina
by the operator or producer angd.__ihe gross volue gf all
royalty appaortioned in Kkind by the operator ocr producer ihat
shall be determiped by wsino as the value of a harrel gf oil
or a cubic foot of gas the average _selling price for _tihe
calendar_year of a barrel of 0il or a cubic foot of gas from
the well out of which the royaliy was paids

(b} all moneys expended for necessary Tabory
machinerys and supplies needed and used in the operation and
development;

{c} all meneys expended for improvementse repairsse and
betterments necessary in and about the working of the wellj

{d} all moneys expended for fire insurance and
workers®* compensation insurance and for payments by
operators to welfare and retirement funds when provided for
in wage contracts betwaen coperators and employees.

{2) No moneys invested in the well and improvements
during any year except the year for which such statement is
made may be included in such expendituresy except as
provided in 15-23~604s and such expenditures may not include
the salaries or any portion thereof of any person or officer

not actually engaged in the working of the well or
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superintending the management thereof."

Section 3. Section 15-23-605¢ MCAs is amended toc read:

"}5-23-605. Assessment of royaltiess The amount of
royalty receiveds _y2lued. 3s grovided jip 15-23=603 (l1}{al)s
shall be considered net proceeds to the recipient and shall
be assessed as follows: wupon receipt of the 1lists or
schedules setting forth the names and addresses of any and
all persons owning or claiming royalty and the amount paic
or yielded as royalty tc such royalty owners or claimants
during the year for which such return is wmades the
department of revenue shall proceed to assess and tax the
same as net proceeds of minese.”®

Section 4. Tax computation during transitione For the
calendar year 1983y the operator or producer may exclude
from the statement filed pursuant to 15-23-602s and the
department of revenue shall exclude from the computation of
net proceeds in 15-23-603 and 15-23-605¢ the gross sales
proceeds of any product the value of which was includea in
determining the net proceeds of any well or royalty for the
calendar year 1980e

Saction S5« Applicabilitye Tnis act applies to taxable
years beginning after December 31y 1979%.

Section 6e Effective datee This act is effective
January ls 198l.

-End—
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STATE OF MONTANA

FISCAL NOTE
Form BD-15

REQUEST No, 187-81 -

In compliance with a written request received ...Januaxy 24 19 81 | there is hereby submitted a Fiscal Note
HOUSE BILL 370 . ‘ . :

. pursuant to 'Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA).
Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members

for .

of the Legislature upon request.

DESCRIPTION

An act to provide that oil and gas net proceeds tax be levied only on oil and gas sold
during the taxable year and providing an effective date and an applicability date.

FISCAL IMPACT

It is felt that this proposal would have an insignificant fiscal impact, although no
data are available to quantify the impact. The proposal would establish a common
basis for the oil and natural gas net proceeds and severance taxes, therefore allowing
returns to be cross referenced between divisions.

PREPARED BY THE DEPARTMENT OF REVENUE

Mmﬁw

BUDGET DIRECTOR

Office of Budget and Program Planning
Date: 1)“-2"'7 - g!
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Approved by Committee
on Taxation

HOUSE BILL NO. é ¢¢

A BILL FOR AN ACT ENTITLED: %AN ACT TO PROVIDE THAT DIt AND

INTRODUCED BV

GAS NET PROCEEDS TAX BE LEVIED ONLY ON DOIL ANOD GAS SOLD
DURING THE TAXABLE YEAR; AMENDING SECTIONS 15-23-602y
15-23-603y AND 15-23-605s MCA; AND PROVIDING AN EFFECTIVE

DATE AND AN APPLICABILITY DATE."™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MUNTANA:
Section ls Section 15-23-602y NMCAy is amended to read:
®15-23-602. Statement of vyields Each operator or

producer of natural gass petroleums or other crude or

mineral oil must on or before March 31 in each year make out
and deliver to the department of revenue a statement of the

gross yiedd sales proceeds of such natural gass petrclevmy

or other crude or mineral oil from each weld owned or worked
by such person during the next preceding caltendar year and
the-valtue-thereof. Such statement shall be in the form
prescribed by the department and must be verified by the
oath of the operator or producer or the managers
superintendenty agents presidenty or vice-president of such
corporations associations or partnershipe Such statement
shalt show the following:

(1) the name and address of the operatory together

w
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with a list in duplicate of the names and addresses of any
and all persons owning or claiming any royalty interest in
the production from the well or the proceeds derived fros
the sale thereofy and the amount or amounts paid or ylelded
as royalty to each of such persons during the period covered
by the statement;

(2) the description and location of the well;

{3) the number of cubic feet of natural gass barrels
of petroleum or other crude or mineral oil extracted-or
produced sold from the well during the period covered by the
statement;

{4) the gross y+etd-or—wvetue sales _grogeeds in dollars
and cents gre in. the case of _sales between _parties oot
acting _at_.arm’s _lengihe _the _greater qf the gress sales
proceeds. from of the fair market value of the oroducts sold;

{5) actual cost of extracting product from well;

(6) cost of constructiony repairss and bette-ments;

{T} actual cost of fire insurance and vorkers®
compensation insurance."

Section 2« Section 15-23-603¢ MCAy is amended to read:

®*15-23-603«. Net proceeds -—-— how computede (1} The
department of revenue shall calculate and compute from the
returns the gross sales proceeds of the product yielded from
such well end--its-gress-value for the year covered by the

statement and shall calculate the net proceeds of the well

SECOND READING
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yielded to the producery which net proceeds shall be
determined by subtracting from the welune-—of--the gross
predocts sSalces proceeds thereof the follewings

(a) all royalty paid er-epportioned in cash or—-in—-kind
by the operator or producer apd_ _the gress value of all
Loy ity apportioned_in kind by the gperator or producer fhat
shall be determined by using 3s the value of a_ barrel of oil
ar_a.cubic foot of gas the avecage . selling price for _the
calendar year of 2 barred of o¢jil or a cubic foot of gas froms
the well out of which the rovalty was paid;

{b) all moneys expended for necessary lTabors
machinerys and supplies needed and used in the operation and
developsent;

{c) all moneys expended for improvementss repairse and
betterments necessary in and about the working of the well;

{d}y an moneys expended for fire insurance and
workers® compensation insurance and for payments by
operators to welfare and retirement funds when provided for
in wage contracts between operators and employeesS.

{2) HNo moneys invested in the well and improvements
during any year except the year for which such statement is
made may be included in such expendituress except as
provided in 15-23-604s and such expenditures may not include
the salaries or any portion thereof of any person or officer

not actually engaged in the working of the well or
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superintending the management thereof.®

Section 3. Section 15-23-605¢ MCAs is amended toc read:

n)15-23-60%. Assessment of royaltiese The amount of
royalty vreceiveds _yalued as grovided io 15-23-603 (1)i{als
shall be considered net proceeds to the recipient and shall
be assessed as follows: wupon receipt of the lists or
schedules setting forth the names and addresse. of any and
all persons owning or claiming royalty and the amount paic
or yielded as royalty to such royalty owners or claimants
during the year for which such return is madey the
department of revenue shall proceed to assess and tax the
same as net proceeds of mines.”

Section 4« Tax computation during transitione For the
calendar year 1981y the operator or producer wmay exclude
from the statement filed pursuant to 15-23-602y and the
department of revenue shall exclude from the computation of
net proceeds in 15-23-603 and 15-23-605+ the gross sales
proceeds of any preduct the value of which was included in
determining the net proceeds of any well or royalty for the
catendar year 1980.

Section 5« Applicabilitye This act applies to taxable
years beginning after December 31, 1979.

Section 6« Effective datee This act is effective
January ls 1981.

~End—
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4Tth Legislature LC 1147701
1 HOUSE BILL NO. _370 ;
2 INTRODUCED BY — £ -4241
3 x@%éfté?éi
& A BILEL FOR AN ACT ENTITLED: ™AN ACT T¥O PROVIODE THAT OLL AND
5 GAS NET PROCEEDS TAX BE LEVIED ONLY ON OIL AND GAS SOLD
6 DURING THE TAXABLE YEAR; AMENDING SECTIONS 15-23-602+
T 15-23~6039 AND 15-23-605y MCA; AND PROVIDING AN EFFECTIVE
8 DATE AND AN APPLICABILITY DATE.™
9

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

11 Section les Section 15-23-602¢ MCAs is amended %to read:

12 "]15-23-602« Statement of yields €£ach operator or

13 producer of natural gase petroleums or other crude or

14 mineral oil must on or before March 31 in each year make out

15 and deliver to the department of revenue a2 statement of the

16 gross ytedd sales proceeds of such natural gass petroleum,

17 or other crude or mineral oil from each well owned or worked

18 by such person during the next preceding calendar year and

19 the-value~thereofs. Such statement shall be in the fora

20 prescribed by +the department and must be verified by the

21 oath of the cperator or producer or the managere

22 superintendents agents presidents or vice-president of such

23 corporationy associationy or partnershipe 3Such statement

24 shall show the following:

25 (1) the name and address of the operators together
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with a Yist in duplicate of the names and addresses of any
and all persons owning or claiming any royalty interest in
the production from the well or the proceeds derived froam
the sale thereofs and the amount or amounts paid or yielded
as royalty to each of such persons during the period covered
by the statement;

{2) the description and location of the well;

{3) the number of cubic feet of natural gass barrels
of petroleum or other crude or mineral oil extreaeted-or
produced so0ld from the well during the period covered by the
statement;

{4} the gross y+eld—or-vatuwe sales _proceeds in dollars
and cents ors_in the  gase of _sales between parties not
acting _at _orm's lengths _the _greater _of the gross sales
proceeds from of the fair market value of the products sold;

{5} actual cost of extracting product from well;

{6) cost of constructions repairss and betterments;

{7} actual cost of fire insurance and workers®
compensation insurance."

Section 2« Section 15-23-603y MCAy is amended to read:

®15-23-5603« Net proceeds -—- how computede (1)} The
department of revenue shall calculate and compute from the
returns the gross sales proceeds of the product yielded from
such well snd--jts-gress-vetue for the year covered by the

statement and shall calculate the net proceeds of the well

THIRD READING
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yielded to the producery which net proceeds shall be
determined by subtracting from the wvealwe——of-—-the gross
products sales _proceeds thereof the following:

(2) all royalty paid er-eppertioned in cash er~in—kind
by the operator or producer and__the gress value of all
royaity apportioned in kind by ihe gperator or producer ihat
shal} be determined by usicg as the value of a barrel of gil
or_a. cubic foot of gas the average _selling. price for _the
calendac ysar of a barrel of Qi or a cubic foot of gas from
the well out of which the royalty was paid;

(b} amn naneys expended for necessary laborye
machinerys and supplies needed and used in the coperation and
development;

{c) all moneys expended for improvementss repairse and
betterments necessary In and about the working of the well;

(dy am moneys expended for fire insurance and
workers® compensation Insurance and for payments by
operators to welfare and retirement funds when provided for
in wage contracts between operators and employeess
- =e {2} Ko monays invested In the well and improveaents
during any year except the year for which such statement is
made may be included in such expendituress except as
provided in 15~23~604¢ and such expenditures may not include
the salaries or any portion thereof of any person or officer

not actually engaged in the working of the well or

-3~
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superintending the management thereof."

Section 3. Section 15-23-6054 NCAs is amended to reads:

")15-23-605+ Assessment of royaltiese The amount of
royalty receiveds vyalued as providad in0 13-23=603 (1){als
shall be considered net proceeds to the recipient and shall
be assessed as follows: upon receipt of the 1lists or
schedules setting forth the names and addresses of any and
all persons owning or claiming royalty and the amount paid
or yielded as royalty to such royalty owners oF <claimants
during the year for which such return is ®mades the
department of revenue shall proceed to assess and tax the
same as net proceeds of mines.®

Section 4« Tax computation during transitione For the
calendar year 1981y the operator or producer may exclude
from the statement filed pursuant to 15-23-602+ and the
department of revenue shall exclude from the computation of
net proceeds In 15-23-5603 and 15-23-605s the gross sales
proceeds of any product the value of which was included in
determining the net proceeds of any well or royalty for the
caltendar year 1980.

Section 5« Applicabilitye. This act applies to taxable
years beginning after December 3le 197%

Section 6« Effective dates This act is effective
January le 198l.

-End~
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1 HOUSE BILL NO. 370 1 associations or partnershipe. Such statement shall show the
2 INTRODUCED BY UNDERDALs CONROYs LUNDs DEVLINs SWITZER 2 following:
3 3 (1) the name and address of the operatores together
4 A BILL FOR A~ ACT ENTITLED: AN ACT TO PROVIDE THAT OIL AND “ with a list in duplicate of the names and addresses of any
5 GAS NET PROCEEDS TAX BE LEVIED ONLY ON OIL AND GAS SOLD 5 and all persons owning or claiming any royalty interest in
6 DUR ING THE TAXABLE YEAR; AMENDING SECTIONS 15-23-602+ [ the production frow the well or the proceeds derived from
7 15-23-6034 AND 15-23-605. MCA; AND PROVIDING AN EFFECTIVE T the sale thereafs and the amount or amounts paid or yielded
8 DATE AND AN APPLICABILITY DATE."™ 8 as royalty to each of such persons during the period covered
9 9 by the statement;

10 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 10 (2) the description and locstion of the well;

11 Section l. Section 15-23-602s MCA, is amended to read: 1 {3) the number of cubic feet of natural gasy barrels
12 "15-23-602« Statement of yield. Each operator or 12 of petroleum or other crude or mineral! oil extracted—-or
13 producer of natural gass petroleums or other crude or 13 produced sold from the well during the period covered by the
14 mineral oil must on or before March 31 in each year make out 14 statement;

15 and deliver to the department of revenue a statement of the 15 (4) the gross yield-or-velue sales proceeds in dollars
16 gross ytebd sales proceeds of such natural gass petroleums 16 and cents ors__in__the case__of sales between parties_not
17 or other crude or mineral oil from each well ocwned or worked 17 acting ar arm®s_lengths _the _greater of _the_ _gross _sales
18 by such person during the next precedindg calendar year and 18 proceeds_from or_ the fair market value of the products sold;
13 the--votue--thereofe THE__GR2SS__SALES PROCEEDS _SWALt BE L9 {5} actual cost of extracting product from well;

20 DETERMINED _3Y MULTIPLYING THE UNIFS _OF PRODUCTIGON SOLD_FROM 20 {6} cost of constructions repairse and betterments;

21 THE_WELL _TEIMES _THE ROYALTY UNIT VALUE OF THAT PRODUCFION_ AT 21 {7} actual cost of fire insurance and workers®
22 THE__WELL. Such ststement shall be in the form prescribed by 22 compensation insurance."

23 the departmant ana must be wverified by the oath of the 23 Section 2. Section 15-23-603y MCAy is amended to read:
24 operator of producer or the managers superintendents agents 24 "i5-23-603. Net proceeds =-- how computed. (1} The
25 presidents or vice-president of such corporations 25 department of revenue shall calculate and compute from the

-2~ H2 370
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returns the gross sales proceeds of the product yielded from

such well and-tts-gross-vatwoe for the year covered by the
statement and shall calculate the net proceeds of the well
yielded to the producery which net proceeds shall be
determined by subtracting Ffrom the valtoe--of—-the gross

{a) all! royalty poid sr-apperttened in cish er—tn-kind

by the operator or producer and__the _gross__value_ of_ _al}

royalty apportioned_in_kind_by_the operator_cor_producer _that

shall be determined by using_as_the_value of _a barrel of oil

or _a_ cubic_ foot of gas the averaqe selling price for _the

calendar _year of_a barrel of oil or_a_cubic_foot of gas_from

(by anl moneys expended for necessary 1abors
machinerys and supplies needed and used in the operation and
development;

{c) all moneys expended for iinprovementss repairssy and
betterments ' necessary in and about the working of the well;

(d) all moneys expended for fire insurance and
workers? ceompensation insurance and for payments by
aoperators to weltfare and retirement funds when provided for
in wage contracts between operators and employces.

{2) No moneys invested in the well and improvements
during any year except the year for which such statement is

made may be included in such expendituress except as

~a- HE 370
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providad in 15-23-604s and such expenditures may not incluage
the salaries or any portion therecof of any person or officer
not actwally engaged in the working of the w211 or
superintending the management thereof.®
Section 3. Section 15-23-605, MCAs is amended to read:
"15-23-605« Assessment of royaltiese The amount of

royalty receivedy vazlued _as _provided in__15-23-503 (l1}{a}s

shall be considered net proceeds to the recipient and shail
be assessed as follows: wupon receipt of the lists or
schedules setting forth the names and addresses of any and
all persons owning or claiming royelty 3and the amount paid
or yielded as royalty toc such royalty owners or claimants
during the year for which such return is mades the
department of revenue shall proceed to assess and tax the
same as net proceeds of mines.™

Section 4. Tax computation during transitions For the
calendar year 198ly the operator or producer may exclude
from the statement filed pursuvant to 15-23-502s and the
department of revenue shall exclude from the computation of
net proceeas in 15-23-603 and 15-23-605¢ the gross sales
proceeds of any product the value of which was included in
determining the net proceeds of any well or royalty for the
calendar year 1980.

Section S« Applicabilitye This act applies to taxable

years beginning after December 31y 1979,

-4- HE 370
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Section 6« Effective datee« This act is effective
January ls 1981,

-End-
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March 20, 1981

SENATE STANDING COMMITTEE REPORT
(Taxation)

That House Bill No. 370 be amended as follows:

1. Page 1, line 19.

Following: "thereof."” _ .

Insert: "The gross sales proceeds shall be determined by multiplying
the units of production sold from the well times the royalty unit
value of that production at the well."



