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In The House 

Introduced and referred 
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Fiscal note requested. 
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HOUSE BILL NO. _2Z1_ 

INTRODUCED BYt4u~ ~ 
A BILL FOR AN ACT ENTITLED: •AN ACT ALLOWING INDIRECT 

EXPENSES INCURRED WITH RESPECT TO PRODUCING WELLS TO BE 

DEDUCTED WHEN COMPUTING THE OIL AND GAS NET PROCEEDS TAX; 

AMENDING SECTION 15-23-603, 14CAi AND PROVIDING AN 

APPLICABILITY DATE AND AN EFFECTIVE DATE.• 

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

Section 1. Section 15-23-603, HCA, is a•ended to read: 

•15-23-603. Net p~oceeds how computed. [11 The 

depa~taent of revenue shall calculate and compute fro• the 

returns the g~oss p~oduct yielded f~om such well and its 

g~oss value fo~ the yea~ cove~ed by the statement and shall 

calculate the net proceeds of the well yielded to the 

p~oduce~, which net p~oceeds shall be dete~mined by 

subt~acting f~om the value of the q~oss p~oducts the~eof the 

fell owing: 

{a) all ~oyalty paid o~ apportioned in cash o~ in kind 

by the ope~ato~ o~ p~oduce~; 

I b I all moneys expended fo~ necessary labo~, 

machine~y, and supplies needed and used in the operation and 

development gL _ _tb~~l11__i~lydjng that ~LtiQQ_gf~ 

geologica], geogb¥sicaJ, eng~jogo managerja], cleLi~ 
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LC 1148/01 

and suQeryjsocy seryjces. trayelo office ~ept. apd sjmilar 

or related exgepses gajd or iocu~ Q¥ the ~LQtgL__QL 

1 d ·ng byt not_ producer. inc u ' -~lii••~i~t~e~d_ttQo~u~e_w~~-----th OQeratqr•~ 

PLQdu~kbaLge fgr sycb se~~~god exge~s, if an¥• 

UDder tbe applicable gperatjng agreement that is dj~ectly 

Lelated to or reasonabl¥ al]gcable tg the gpecatjgo or 

deyelopmept gf tbe well; 

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

betterments necessary In and about the ~orking 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 

p~ovided in 15-Z3-604y-aftd-~eft-ew~end+~a~e~-•ay-ne~-~"e+ade 

~~-~e~er~es-or-eny-pe~+on-~he~o~-c~-eny-per~cn-er-ef~+eer 

ne~-ee~ue++y--en~e~ed--+n--~he--werk+ng--e~--~he--we++---er 

~per+n~nd+n~-~he-mana~·~~-~herec~.· 

Section z. Rule of construction. This act may not be 

construed to mean that, prior to its enactment, the net 

proceeds of an oil or gas well were to be computed without 

taking into account geological, geophysical, engineering, 

managerial, clerical and supervisory services, t~avel, 

-2- I N T R 0 D U C E D B I L L 
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office ~ento and simila~ 

incu~~ed by the operator 

limited to the operator's 

services and expenses, 

or 
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0~ 

if 
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~elated expenses paid o~ 

p~oducero including but not 

producer•s cha~ge for such 

any 9 unde~ the applicable 

ope~ating ag~eement that was directly ~elated to or 

6 ~easonably allocable to the operation or develo~ent of the 

7 well. 

8 Section 3. Applicability. This act applies to taxable 

9 years beginning after Oece~er 31, 1979• 

10 

11 

Section 4• Effective 

Janua~y 1t 1981• 

date. This ac~ is effective 

-End-
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STATE OF MONTANA 
REQUEST NO. 188 8:Ic-

FISCAL NOTE 

Form Uf) 15 

In compliance with a written request received c __ January:_2.4 ... _ . . , 19 8.1,. , there is hereby submitted a F i~cal Now 

t HOUSE BILL 371 Ch t 53 L f M 1965 Th. N. h L . I . A ll or···-···----·----·~-·--··-"-~--~-------~- pursuant to ap er , aws o ontana, - 1rty- mt eg1s at1ve ssern > y. 

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 allowing indirect expenses incurred with respect to producing wells to be 
deducted when computing the oil and gas net proceeds tax. 

ASSUMPTIONS 
1. The gross value of oil produced will be $757 million and $885 million in FY 82 and 

FY 83, respectively. 
2. Currently, allowable deductions average 44.57% of gross value of oil. 
3. The gross value of gas produced in the state will be $88.6 million and $110.1 million 

in FY 82 and FY 83, respectively. 
4. Currently, allowable deductions average 26% of the gross value of natural gas. 
5. Mill levies are 150 mills for the counties and 6 mills for the University Levy. 
6. The proposal will increase allowable deductions on average 12%. 
FISCAL IMPACT 
University Levy 

Net Proceeds of Oil 
Under current law 

FY 82 FY 83 

, Under proposed law 
Estimated Decrease 

$2,517,600 
2,274,700 

($ 242,900) 

$2,943,600 
2,659,600 

($ 284,000) 
Net Proceeds of Gas 

Under current law 
Under proposed law 
Estimated Decrease 

v Total Revenue 
Under current law 
Under proposed law 
Estimated Decrease 

EFFECT ON LOCAL GOVERNMENT 
,~ County Revenue 

.... 

• 

Under current law 
Under proposed law 
Estimated Decrease 

PREPARED BY THE DEPARTMENT OF REVENUE 

$ 393,400 
376,800 

($ 16,600) 

$2,911,000 
2,651,500 

($ 259,500) 

FY 82 
$72,774,614 

66,286,938 
($ 6,487 ,676) 

$ 488,840 
468,420 

($ 20,420) 

$3,432,440 
3,128,020 

($ 304,420) 

FY 83 
$85.811,114 

78,201,085 
($ 7,610,029) 

BUDGET 01 RECTOR 

Office of Budget and Program Planning 

Date:/~ 2 9- tf/ 



STATE OF MONTANA 

FISCAL NOTE 
REQUEST ND.lSS .... Sl 

REVISED 

Furm BD-15 

I 1- · h · · d February 10 81 n comp 1ance Wit a wntten request rece1ve 19 there is hereby submitted a Fiscal N te 
f HOUSE BILL 371 (REVISED) ' --' o 
or ·-- 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 clarifying allowable expenses incurred with respect to producing wells to be 
deducted when computing the oil and gas net proceeds tax; and providing an applicability 
date and an effective date. 

ASSUMPTION 

Managerial, related and reasonably allocable expenses are assumed to be deleted from 
the proposal. 

FISCAL IMPACT 

The proposal would have no fiscal impact. However, if the forementioned categories of 
costs are not deleted, the proposal could have a significant impact on revenue, which 
would be difficult to estimate due to the importance of administrative rules in defining 

~ the legitimate deductions • 

.. 

-· 

PREPARED BY THE DEPARTMENT OF REVENUE 

BUDGET DIRECTOR 
.. Office of Budget and Program Planning 

Date: L ... -/1)- K / • 
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HUUSE BILL NO. 371 

Approved by CollUilittee 
on Taxation 

INTRDOUCE0 BY UNOEROALr CONROY 

A &ILL FuR AI'~ ACT c:NTITLED: "AN ACT A~t8nlN6--fN9frtEt+ 

~LA~!FY!1~-~LLQ~~~~~ EXPENS!'S INCURRED WlTH RESf'EC. T TtJ 

PRCDUCING W~LLS TO Bf DEDUCTED WHEN COMPUTING THE OIL AND 

GAS NET PROCEEUS TAX; AMENDING SECTIUN l5-l3-603, MCA; AND 

PROVIDING AN APPLICABILITY DATE AND AN EFFECTIVE OAT~." 

BF IT I:NACTEJ iiY THE LESiSLATVRE Or THi: STATE: uf MONTA .• ~: 

Section 1. Section 15-23-603t MCAr is amended to reao: 

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

department of revenue sha 11 ca leu 1 ate ana compute from th"' 

returns the gross product yielded from >uch well and its 

gross value for the year covered oy the statement and shall 

calculate the net proceeds of the well yielded to the 

,:.roducer, wh1ch net proceeds shall oe determ1ned by 

suotracttng from the value of the gross products thereof the 

followtn'ol' 

(a) all royalty paid or apportione<l in cast1 or in kind 

by tne operator or produce•; 

(o) all moneys expended for necessary I abor r 

machiner Y• and suppltes needed and used in the OiJeratiun and 

Development of __ !bg __ ~g~l~--i~fluOi~g __ !bat __ QQ~!~Q~_Qf_~~y 

s~±~9!!~!I=g~~~~rli!~±~ ~n9!~g~rin9~--~2ndg~Ll2l~ __ flgLifal 
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~nd __ ~~Q~rvi~QLy __ ~g~~if~~~-!~e1~_Qffifg_~ent~-~n1 ~±~!!~ 

~r ~~l2!ed_g~~n~g~Q2i1_Q~--i~~~Q __ Qy__!bg__~~~to~ __ QL 

Q~QQUCe~~-f~!±~1i~g~-b~~-=~~!==!±~!!~d-!~=t~~~~~~!~~~~ 

~~1~~~~~~=~tt~r9~=t~r-~~~~=l~r~±e~=~d-~~~~~~-f~-=~~ 

~~~~r-=!~==~~2±!~~~~~==~~r~!±~~9~~~!=tho!=~ !HAl_ARE 

1i~gf!lY-~l2!~1_!Q_~r_r~~~QD22lY-2ll~2Q!g_!Q_!he_QQ~!2!i2n 

Q!_Q§Yg!QQ~~!_Qf_!bg~g!!; 

(c) all moneys expended for improvements, re..,airs. and 

betterment~ necessary in and about the workinq of the well; 

(d) all moneys expended for fire 1nsurance and 

workers• compensation insurance and for payments oy 

opera~ors to welfare and retirement funds when provtded for 

tn wage contracts between operators and employees. 

(2) No money> tnvested in the well and tmprovements 

during any year except the year for which such statement is 

maue mco y be inc 1 uaed in such expenditures. el<cept as 

provided in 15-23-o04~-aAd-~~e"-e~p~nd+~~re~-may-net-+ne~Hd~ 

the-~a~arfe~-er-any-pert~en-thereef-a~-any-per~en-er-eff~eer 

ne~---ae~Ho+~y--en~aged--tn--the--wcrktng--of--~he--we+~--er 

~~per~n~endino-~he-mcno~emen~-thereef.M 

Section 2. Rule of construction. This act may not OP 

construed to mean that, pr1or to its enactment. the net 

proceeds of 3n oil or gas well were to be computed wtthout 

takin0 into dCCount ~ee~eg+ee~T-~eepky~~ed~T engineer1ny, 

mana~Prial, clerical and supervisory services~ tr a11el, 

-2- HB 371 
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office rent. and 3fmf~8~--&~ related expenses paid or 

Z incurred by the op~rator or producery--tne~oetn~--bH~--not 

3 ~tmft~d--to--t~e--o~e~a~o~£~--o~--~~odoeer£~-e~er9e-fe~-~oeh 

4 ~e~~+ee~--end--expen3e~y--ff--enyy--onde~---~he---epp~~e~b~e 

5 apere~tng--egreemen~--the~-we~ !~-~~gE darectly related to 

6 or reasonably allocable to the operation or development of 

7 the well. 

B 

q 

Section 3. Applicability. This act applies to tdxable 

years beginniny after Oecember 31• 1979. 

10 Section 4• Effective date. This act is effective 

11 January 1• 1981. 

-End-
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