
HOUSE BILL Nb. 370 

INTRODUCED BY UNDERDAL, CONROY, LUND, PEVLIN, SWITZER 

January 20, 1981 

January 22, 1981 

January 27, 1981 

February 3, 1981 

February 4, 1981 
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IN THE HOUSE 

Introduced and referred to 
Committee on Taxation. 

Fiecal note requested. 

Fiscal note returned. 

Coramittee recommend bill do 
pass. Report adopted. 

Bill printed and placed on 
members' desks. 

Second reading, do pass. 

Considered correctly engrossed. 

Third reading, passed. 
Transmitted to senate. 

IN THE SENATE 

Introduced and referred to 
Committee on Taxation. 

Committee recommend bill be con
curred in as amended. Report 
adopted. 

Third reading, concurred in 
as amended. Ayes, so, Noes, 0. 

IN THE HOOSE 

Returned from Senate with 
amendments. 

second reading, amendments 
concurred in. 



April 9, 1981 Third reading, amendments con
curred ln. Ayes, 94r tloea, o. 
Sent to enrolling. 

Reported correctly enrolled. 
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BILL NO. 370 

~~.!/.-£'· - ~-~ v . ~~y-?/.. 

HOUSE 

7:( INTRODUCED BY r:./c.d_<.A~ 

A BILL FOR AN ACT ENTITLED: "AN ACT TO PROVIDE THAT OIL AND 

GAS NET PROCEEDS TAX eE LEVIED ONLY ON OIL AND GAS SilLD 

DURING THE TAXABLE YEAR; AMENDING SECTIONS 15-23-602, 

15-23-603, AND 15-23-605, MCA; Ao\10 PROVIDING AN EFFECTIVi: 

DATE AND AN APPLICABILITY DATE.• 

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

Section 1. Section 15-23-602, MCAo is amended to read: 

•15-23-602. Statement of yield. Each operator or 

producer of natural gas, petroleum, 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 prQ&~Qs of such natural gas, petroleum, 

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

by such person during the next preceding calendar year e"d 

~"~-ve+ue-~fte~eef. 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 manager, 

superintendent, agento president, or vice-president of such 

corporation, association, or partnership. Such statement 

shall snow the following: 

(1) the name and address of the operator, together 
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LC 1147/01 

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 thereof, 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 gaso barrels 

of petroleum or other crude or mineral oil ew~ee~d-e~ 

!'1"eetteed ~ fro1o the well during the period covered by the 

statement; 

(4) the gross y+e+d-~-we+tte sales pLQ~ in dollars 

and cents QLs-ln_lhe case__gf__5ales between partie~ 

actjng at arm's length. the greater of tbe_gross sales 

proceeds frQm_QL_~aiL_m~~alye of tbe products sold; 

(5) actual cost of extracting product fran well; 

(b) cost of construction, repairs, and betterments; 

(1} actual cost of fire insurance and workers• 

compensation insurance.• 

Section 2• Section 15-23-603 9 MCA 9 is amended to read: 

•15-23-603. Net proceeds how computed. (1) The 

department of revenue shall calculate and compute from the 

returns the gross ~ale~p~~~ product yielded from 

such wall ~ri--+~~-~1"e~~-ve+ue for the year covered by the 

statement and shall calculate the net proceeds of the well 
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yielded to the producer, which net proceeds shall be 

determined by subtracting from the ~+~e--~f--~ne gross 

pr~dae~~ sales groc~ thereof the following: 

(a) all royalty paid ~r-e~~~+~ed in cash or-+n-kTftd 

by the operator or producer ~na--ibe ~ross valye of all 

.r~_aj;U!Qtll!Hl.e.d...iiLki nd b)' the ooerat~gfil®~.az. 

~!lalLlULde.1ll..l:lll.ioe.d--b¥-J1!i i 09 as tb~val ue of_SJ_Il.iiJ:.r.d of oil 

~~1-'.~~~ the ayerag~li.UJlg_lnice :f.w:.__j;b.e 

r.ailnd~-X~ilL-Qf a barrel Q.LsuL~_gtlU~f2.t-'lL~J2111 

~well out Qf wDi~L.[Q¥il].:b-~~; 

(b) all moneys expended for necessary labor, 

machinery, and supplies needed and used in the operation and 

development; 

(c) all moneys expended for improvements, repairs, and 

betterments necessary In and about the working of the well; 

[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 between operators 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 expenditures, 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 
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superintending the management thereof.• 

Section 3. Section 15-23-605• MCA. is amended to r~ad: 

•15-23-605. Assessment o£ royalties. The amount o£ 

royalty receiveds_ valued as uroyid~_Jc 15-2J-b03 (Il4al• 

shall be considered net proceeds to the recipient and shall 

be assessed as follows: upon receipt of the lists o~ 

schedules setting forth the names and addresses of any and 

all persons owning or claiming royalty and the amount ~die 

or yielded as royalty to such royalty owners or clai~ants 

during the year for which such return is ~ade• the 

department of revenue shall proceed to assess and tax the 

same as net proceeds of mines.• 

Section 4• Tax computation during transition. For the 

calendar year 1981, the operator or producer •ay exclude 

from the statement filed pursuant to 15-23-602, and tne 

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 1980. 

Section 5· Applicability• Tnls act apylies to taxable 

years beginning after December 31, 1979. 

Section 6• Effective date. This act is effective 

January 1• 1981. 

-End-

-4-
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STATE OF MONTANA 
REQUEST NO. 187-Sl . 

FISCAL NOTE 
Form BD-15 

In compliance with a written request received January 24 , 19 ll_ , there is hereby submitted a Fiscal Note 

for. _ _!i~~S~ 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 

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 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: / .. ").... J - g I 
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Arproved by Committee 
on Taxation 

INTRODUCED 

. HOUSE BILL NO. 
37~~ tlv-lv1 

•• u.A<dL ~ ~ 
A BILL FOR AN ACT ENTITLED: •AN ACT TO PROVIDE THAT OIL AND 

GAS NET PROCEEDS TAX BE LEVIED ONLY ON OIL AND GAS SOLO 

DURING THE TAXABLE YEAR; AMENDING SECTIONS 15-23-602o 

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 MONTANA: 

Section 1. Section 15-23-602t MCAt is a.ended to read: 

•15-23-602. State•ent of yield. Each operator or 

producer of natural gaso petroleu•• or other crude or 

mineral oil must on or before Harch 31 in each year .ake out 

and deliver to the department of revenue a state.ent of the 

gross y+e+d sales proc~ of such natural gas, petrcl~l'•• 

or other crude or mineral oil from each Nell owned or worked 

by such person during the next preceding calendar year aftd 

~e-we+ae-~ere~. Such state•ent shall be In the for• 

prescribed by the depart•ent and •ust be verified by the 

oath of the operator or producer or the •anager, 

superintendent, agento president, or vice-president of such 

corporation, association, or partnership. Such state•ent 

shall show the following: 

(1) the na•e and address of the operator, 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 fro• 

the sale thereof, and the amount or a•ounts 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 gas, barrels 

of petroleum or other crude or mineral oil ~eet.d-e~ 

pr~ed ~ from the well during the period covered by the 

stateeent; 

(~) the gross y+e+d-or-.e~e sales pea~ in dollars 

and cents or. in :the case pf sales between partje.L..Jl.IU 

acting at are•s Jeggtb. the grea:ter Qf tbg gross ~~)es 

proceeds fro• or the fait pa~alue of the products sold; 

(5) actual cost of extracting product fro• welli 

(6) cost of construction, repairso and bette~ments; 

(7) actual cost of fire insurance and I'Orkers• 

compensation Insurance.• 

Section 2· Section 15-23-603, MCAt is amended to read: 

•15-23-603. Net proceeds how computed. Cl~ The 

department of revenue shall calculate and compute from the 

returns the gross ~~es proceeds ~be product yielded from 

such well ene--+~~-g~~~-YS+•e for the year covered by the 

state•ent and shall calculate the net proceeds of the well 

S E C 0 N D READING 
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yielded to the producer, which net proceeds shall be 

determined by subtracting fro• the .e+tte--o~--~ne gross 

p~edae~s sales prgceeds thereof the following: 

(a) all royalty paid &r-eppe~~+~ed in cash er-+n-k+nd 

by the operator or producer gnd tbe gross value of a)) 

.CIU. UL.aQPQrt i ooed-lJ:L.fs i pd bX t.be ~o.c_o.c_g roduce r that 

shall be deteLm!De~-b~jog as the yalue of_a barrel of ojl 

QL.a-"l!i~_gf_.gu the average selliJlg_R.c.i.s;e_fpr tbe 

~odar xea.c_of a barrel Qf pi~~~t_gf gas fro• 

.tJlit Wt;; I I UU 

(b) all moneys expended for necessary 1 abor, 

machinery, and supplies needed and used in the operation and 

developaent; 

(c) all ~oneys expended for improvements, repairs, and 

betterments necessary in and about the working of the well; 

(d) all moneys expended for fire insurance and 

workers• compensation Insurance and for pay11ents by 

operators to welfare and retirement funds when provided for 

in wage contracts between operators and employees. 

CZJ 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 expenditures, 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 
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superintending the management thereof.• 

Section 3. Section 15-23-605, MCA, is amended to r~ad: 

"15-23-605. Assessment of royalties. The amount of 

royalty receiveds valued as prgyided jo 1~l-903 (1)~ 

shall be considered net proceeds to the recipieut and shall 

be assessed as follows: upon receipt of the lists or 

schedules setting forth the names and addresse. of any and 

all persons owning or claiming royalty and the aaount pair 

or yielded as royalty to such royalty owners or claimants 

during the year for Nhich such return is made, the 

department of revenue shall proceed to assess and tax the 

same as net proceeds of mines.• 

Section 4• Tax computation during transition. For the 

calendar year 1981, the operator or producer Ray exclude 

from the statement filed pursuant to 15-23-602, and the 

department of revenue shall exclude from the coeputation of 

net proceeds In 15-23-603 and 15-23-605, the gross sales 

proceeds of any product the value of which Nas included In 

determining the net proceeds of any well or royalty for the 

calendar year 1980. 

Section 5. Applicability. This act applies to taxable 

years beginning after Deceaber 31, 1979. 

Section 6. Effective date. This act is effective 

January 1• 1981. 

-End-

-4-
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HOUSE BILL NO• 37~ ~ ' 

BY Lk<i.<&d-~ . · ~7 ~ 
Ji ~?~ 

INTRODUCED 

F 

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 SECTIONS 15-23-6029 

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 MONTANA: 

Section 1. Section 15-23-602, HCAt is a.ended to read: 

•15-23-602. Statement of yield. Each operator or 

producer of natural gas, petroleu•• 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 state•ent of the 

gross y+e+d sales proceeds of such natural 9as, petroleum, 

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

by such person during the next preceding calendar year eftd 

~e-ve~ae-~hereof• Such state•ent shall be in the form 

prescribed by the department and •ust be verified by the 

oath of the operator or producer or the manager. 

superintendent• agentt president, or vice-president of such 

corporation, association, or partnership. Such statement 

shall show the following: 

(1) the na•e and address of the operator, together 
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with a list in duplicate of the na.es 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 thereof, and the a.aunt or a•ounts paid or yielded 

as royalty to each of such persons during the period covered 

by the stat~nt; 

(2) the description and location of the well; 

(3) the number of cubic feet of natural gas 9 barrels 

of petroleum or other crude or mineral oil ex~ree~er 

prodaeed SQ1d from the well during the period covered by the 

state•ent; 

(4) the gross y+e+d-or-wa~e sa)es proceeds in dollars 

and cents 

acting at_ arm's length. the greatet of the gross sales 

proceeds frgm gr the-faLc-~~t_yalue of the produGts sgld; 

(5} actual cost of extracting product from well; 

{6) cost of construction. repairs. and betterments; 

(7) actual cost of fire insurance and workers• 

compensation Insurance.• 

section 2• Section 15-23-603, KCA• is amended to read: 

•15-23-603. Net proceeds how computed. [1) The 

department of revenue shall calculate and compute from the 

returns the gross ~a]es ptoGeeds ~ product yielded from 

such well eftd--+~~-g~e~s-ve~~e for the year covered by the 

statement and shall calculate the net proceeds of the well 

-2-
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yielded to the producer. which net proceeds shall be 

deter•ined by subtracting fro• the we+-e--ef-~ gross 

prod~ sales prpceeds thereof the following: 

(a) all royalty paid ~~ened In cash or-Tn-k+ad 

by the operator or producer aod the gross valye pf all 

rpyalt¥ apportioned in kind h¥ the operator or ptQdycer that 

shall be det~ned by ysjog as the yalue of o barrel of oil 

or a QUbjc fggt qf gas the ayerage selling prjce fAt the 

ca}endar year gt o birre] pf ojl or a~c foot of gas froa 

tbe well out of which tbg royalty was ~ajd; 

(b) all aoneys expended for necessary labor. 

•achineryo and supplies needed and used in the operation and 

developeent; 

(c) all moneys expended for i•provements• repairso and 

betterments necessary In and about the working of the well; 

(d) all aoneys expended for fire insurance and 

workers• compensation Insurance and for payeents by 

operators to welfare and retire.ent funds when provided for 

In wage contracts between operators and employees. 

· -•,1: {2) No -IIOilGYt> iRvested In the wen and i•prove•ents 

during any year except the year for which such statement is 

•ade •ay be included in suCh expenditure$• except as 

provided in 15-23-60<\o and such expenditures •ay 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 15-23-605• MCA• is a.ended to read: 

•IS-23-605. As_sessaent of royalties. Tile aiiOUnt of 

royalty received. yalyed af Ptovid~ in 15-23-PQl (ll(al• 

shall be considered net proceeds to the recipient and shall 

be assessed as follows: upon receipt of the lists or 

schedules setting forth the names and addresses of any and 

all persons owning or claiaing royalty and the a•ount paid 

or yielded as royalty to such royalty owners or claimants 

during the year for which such return is •adeo the 

department of revenue shall proceed to assess and tax the 

sa.e as net proceeds of mines.• 

Section 4• Tax coaputatlon during transition. For the 

calendar year 198lo the operator or producer aay exclude 

from the statement filed pursuant to 15-23-602• and the 

depart .. nt of revenue shall exclude fro. the coaputation of 

net proceeds In lS-2~-603 and 15-23-605, the gross sales 

proceeds of any product the value of which was included in 

deterainlng the net proceeds of any well or royalty for the 

calendar year 1980. 

Section s. Applicabili~J• This act applies to taxable 

years beginning after Deceaber 31, 1919. 

Section 6. Effective 

January 1, 1981. 

,, .. 

date. This act is effective 

-End-
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HOUSE BILL NO. 370 

INTROOUCEO BY UNOEROAL, CONROY, LUND, DEVLIN, SWITZER 

A &ILL FOR A~ ACT ENTITLED: "AN ACT TO PROVIDE THAT Oil AND 

GAS NET PROCEEDS TAX BE LEVIED ONLY ON OIL ANO 

SECTIONS 

GAS SOLO 

15-2 3-602. OURI><G THE TAXABLE YEAR; AMENDING 

15-23-603, AND 15-23-605o I'ICA; AND PROVIDING AN EFFECTIVE 

OAT~ ANO AN APPLICABILITY DATE.• 

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

Section 1. Section 15-23-602, MCA, is amended to read: 

"15-23-602. Statement of yield. Each operator or 

producer of natural gas, petroleum• 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 y+e~~ ~~~-QL~~ds of such natural gas, petroleum, 

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

by such person during the next preceding calendar year a"~ 

th~--wa+ue--th~r~ef. !~~--~~2---S~LES_~~QCE~Qi__2tt~kk __ BE 

OETf~~l~iQ_-~!-~YLTleh!lNG_!HE U~!2_Qf_PRQQUCT!DN SQhQ_f~Q~ 

THf_~ELL_!!~fi_}~f~QY~hTY_yNIT VAL~~_Q~~!_~~OD~~!lQ~--~! 

!HE __ WEhh~ Such statement shall be in the form prescribed by 

the departm~nt ana must be verifi~d by the oath of the 

operator or producer or the manager. superintendent, 3gent• 

president, or vice-president of suct1 cor por'lt ion. 
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association. or partnership. Such statement shall show the 

followinq: 

(1) the name and address of the operator. together 

~ith 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 thereof, and the amount or amounts paid or yielded 

as royalty to each of such persons during the period covered 

by the statement; 

(2) the descrivtion and location of the well; 

(3) the number of cubic feet of natural gas, barrels 

of petroleum or other crude or mineral oil ~~~r~eted--er 

prodtte~d ~Q!Q from the well during the period covered by the 

statement; 

(4) the gross y+e+~-er-we+u~ ~2!~~_QLQ~~~ in dollars 

and cents ~--iQ __ sn~--£~_Qf_12!~~-~~1~ee~~L!ie~_not 

2£!lrr2_2!_2Lm's_!~!b2 __ !he _ _9L~L __ Q_f __ !~ __ gross __ ~~ 

QL2£~ed~_fLQ~L-!~~-f~lL~2rk~!-Y2l~_Qf_!n~Q!Od~!~~old; 

(5) actual cost of extractang product from welt; 

(6) 

{7) 

cost of construction, repairs, and betterments; 

actua 1 cost of fire insurance and workers• 

compensation insurance.•• 

Section 2. Section 15-23-603, MCA, is a~~P-nded to read: 

"15-23-603. Net proceeds how computed. t 1) The 

department of revenue shall calculate and compute from the 

-2- H~ 370 
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returns the gross ~2!~_Q£Q£~ed~_£f_the product yielded from 

such well e~~-~t~-9~0~~-•e~~e for the year covered by the 

statement and shall calculate the net proceeds of the well 

yielded to the producer, which net proceeds shall be 

determined by subtracting from the ve~~e--of--~"e gross 

p~ee~et't ~~~Q£2£~~~ thereof the foil owin9: 

(d) all royalty paid e~-d~p&~ti~~ed in cdsh e~-i~-~+"e 

by the operator or producer ~QQ _ _lh~_9ro~--~2!~ _ _Qf __ 2!! 

£Q~2L!~_2QQQ£~£~Q_iQ_~iQQ_Qx_!~Q~£2!Q£_Q!_Q£QQ~£~£_tha! 

~h2!l-Q~_de!~~t~Q-~~-~SiQ9_2~_th~-~!~~Qf_~-~2£L~!_Qf_Qi! 

Q£ __ ~_£ubic _ _fQot __ Qf_92!_!h~~~~~~el!l~9LQ£l£~_for_!he 

£2l~Qdar-Y~2L-2i-~~2Lr~!_Q!_Qi!_2L_2_£~~t£_foQ!-2f_~-f~ 

!he_~~l!_£Ml-2f_~bish-!h~-£2~2!!~2~-Q2id; 

(b) all moneys expended for necessary 1 'lbor. 

machinery, and supplies needed and used in the operation and 

development; 

(c) all moneys expended for i•nprovements. repairs, and 

betterments necessary in and about the working of the well; 

{d) all moneys expended for 

wor ke,..s • compensation insurance 

operators to welfare and retarement 

fire insurance 

and for payments 

funds when proviaed 

and 

by 

for 

in wage contracts between operators and employ~es. 

( 2) No moneys invested in the well and improvements 

during any year except the year for ~hich such statement is 

made may be included in such expenditures. except as 
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provaded in 15-23-604, and such expenditures may not incluae 

the salaries or any portion thereof of any person or ofFicer 

not actually engaged an the working of the ~~11 ar 

superintendang the management thereof." 

Section 1. S;,ction 15-23-605, MCA, is am"ndea to rend: 

"15-23-6()5. Assessment of royalties. The dm<'unt of 

royalty received~-Y~!~1-2~-Q~idgQ __ l~ __ !S=Z1=22J __ illL21~ 

shall be considered net proceeds to the rec1pient and shall 

be assessed as follows: upon receipt of the list~ or 

schedules setting forth the names and addresses of any and 

all persons owning or claiming royalty and the amount pain 

or yielded as royalty to such royalty owners or claamants 

during the y~ar for which such return is made, the 

department of revenue shall proceed to assess and t3~ th~ 

same as net ~roceeds of Rli nes. 111 

Section 4. Tax computation during transition. For the 

calendar year 1981, 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 ;:>roceeos in 15-23-603 and 15-23-605, ttre <:Jross sales 

proceeds of any product the value of which w~s include~ in 

determining the net proceeds of any well or royalty for the 

calendar year 1980. 

Section 5. Applicability. This act applies to taxable 

years beginning after uecember 31, 1979. 
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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: "thereo£." 
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." 


