
SENATE BILL NO. 200 

INTRODUCED BY LEE, KOLSTAD, BRIGGS, ROTH, 
JACOBSEN, BURNETT, E. SMITH, UNDERDAL, CONROY, 
HAFFERMAN, CONOVER, C. SMITH, KEATING, KANDUCH 

January 20, 1981 

January 26, 1981 

March 28, 1981 

March 30, 1981 

April 1, 1981 

April 21 1981 

April 3, 1981 

April 4, 1981 

April l4, 1981 

April 21, 1981 

IN THE SENATE 

Introduced and referred to 
Committee on Taxation. 

Fiscal note requested, 

Fiscal note returned. 

Committee recommend bill do 
pass as amended. Report adopted. 

Statement of intent attached, 

Bill printed and placed on 
members • desks. 

Second reading, no affirmative 
action. 

Second reading, do pass 
as amended. 

Correctly engrossed. 

Third readin9, passed. Ayes, 
301 Noes, 20. Transmitted to 
House. 

IN THE HOUSE 

Introduced and referred to 
committee on Taxation. 

Committee recommend bill be 
no.t concurred in. 

On motion to take from the 
Taxation Committee report and 
place on second reading this 
day. Motion adopted. 



April 21, 1981 

April 22, 1981 

Second reading, concurred in 
as amended. 

Segregated. 

Second reading, concurred in 
as amended, 

On motion rules suspended and 
bill placed on third reading 
this day. 

Third reading, concurred in 
as amended. Ayes, 64J Noes, 33. 

IN THE SENATE 

Returned from House with 
amendments. 

Second reading, amendments 
concurred in, 

on motion rules suspended. Bill 
placed on calendar for third 
reading this day. 

Third reading, amendments con­
curred in. Ayes, 4lr Noes, s. 
Sent to enrolling. 

Reported correctly enrolled. 
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l~RODUC .-.&.. tf , -~. /7 
:2 1-rt "-'-· . ' ~ IC 
»:~ .. c ~ ('-t>t.I"V .$~;'1-1. lf~ -
A BI FOR AN ACT ENTITLED: •AN ACT "lLLDWING FO~ THE 

DEDUCTION OF FEDERAL EXCISE TAXES WHEN COMPUTING OIL AND GAS 

NeT PROCEEDS TAX; AMENDING SECTIONS 15-23-602• 15-23-603• 

AND 15-23-605• MCA; AND PROVIDING FOR Ml EFFECTIVE AND 

APPLICABILITY DATE.• 

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

Section 1. Section 15-Z3-60Zt HCAt 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 

qross yield of such natural gas, petroleum, or other crude 

or mineral oil from each well owngd or worked by such person 

during the next preceding calendar year and the value 

thereof. Such statement shall be in the form prescribed by 

the department and must be verified by the oath of th~ 

operator or producer or the manager, superintendent 9 agent, 

president., OT vice-president of such corporation, 

association, or partnership. Such statement shall show the 

following: 

(1) the name and address of the operator., togeth~r 

1 

2 

3 

4 

5 

6 

7 

a 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0700/01 

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 thereoft and the amount or amounts paio or yielded 

as royalty to each of such persons during the period covered 

by the statement; 

(Z) 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 extracted o~ 

produced from the well during the period covered by the 

statement; 

(4) the gross yield or value in dollars and cents; 

(5) actual cost of extractin9 product from well; 

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

(7) actual cost of fire insurance and workers• 

compensation insurance•~ 

ilU-~-iiiii!IWlLII<I~i!L-lU:tbtwl.a __ .i.Q_...:;SU;.i:.Llct ion of 

Ua~Ulit.¥ for ~~--Ullli:L-impgsed b~~~.eli 

~eromeot on -~ proQu~tiQD~~-QL-_Lemoyal Qf ~ 

Dilt.uJ:.i~J._jj.a~IIJU;J:.Ill.Ji:llll.>._llL,..>U;,bH.,.,;;J:~ g r 11 j Mr al o j J 

L!UIQJ:Ud pursyapt t~~l.l!n...Uh--iiU;lu~-li-HII.iiJ:illl 

li.t.ilt.~~--~~L:th~mumLoL~JJ_t..iillU:.L~iiL-"'itb.b.al..IL.llWil 

~-LQ¥~~· 

Section 2. Section 15-23-6039 MCA, is amended to read: 

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

-2- I N T R 0 D U C E D B I L L 

58 ;::2.~0 
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departMent o~ revenue shall calculate and compute from the 

returns the gross product yielded from such well and its 

gross value for the year covered by the statement and shall 

calculate the net proceeds of the Nell yielded to the 

producer, which net proceeds shall be determined by 

subtracting from the value of the gross products thereof the 

following: 

(a) all royalty paid or apportioned in cash or in kind 

by the operator or producer; 

(b) all •oneys expended for necessary labor• 

•achinery, and supplies needed and used in the operation and 

develop•ent; 

(c) all moneys expended for improveaents, repairs. and 

betterments necessary in and about the working of the welll 

(d) all moneys expended for fire insurance and 

work-ers• co•pensation insurance and for payments by 

operators to welfare and retirement funds when provided for 

in wage contracts between operators and e~ployeesw£ 

Cet the a•gunt pajd or wjthbeld In satlsfactjon gf 

l!Abllit¥ for excise taxes iepos•d bv the Unit&d__S~ 

goyerneent; go tbe grpdyctjpnw §ale• gr LUOVal of the. 

Jl.ill.Ural gas. pet:rgleums gr gt;t;Jer crude or--R.loecal gil 

yjeldgd fro• sy'b weJJ, other than the aMOUnt of sucb tax~ 

pajd Qy or withheld from gash royalty o~ 

(21 The yalye arriygd at_undgr suhsectigo (ll shall be 

-3-
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inc.rg.a'ijed h¥-t;be PEQUDj: pf itO¥ Ci';fnod tesajye.Q._:USUII-~ 

United States goxernment tg the extgnt that ~~QU~ 

cetugdeQ wa• used tQ reduce the yalye of the grp~ 

under sytlsec1;i on C 1 J lg •. 

tetLJl No moneys Invested in the well and i•provements 

during any year except the year for which such statement is 

•ade may be included in such expenditures, except as 

provided In 15-23-60~• and such exp~nditures •ay not include 

the salaries or any portion thereof of any person or offi~er 

not actually engaged In the working of the well or 

sup~rintending the management thereof.• 

Section 3. Section 15-23-605t MeA. is amended to read: 

"15-23-605. Assess•ent of royalties. L41 The amount of 

royalty received• less the a~pypt gf excise taxes paid by oc 

wjthh£ld fro• the roxaJty owner as reported gur&uant--Lg 

12:Zl:602LBJ. shall be considered net proceeds to the 

recipient and shall be assessed as follows: upon receipt of 

th~ lists 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 or 

claiMants du~lng the year for which such return is m~de, the 

depart•ent o# revenue shall proceed to assess anti tax the 

sa•• as net proceeds of mines. 

(ll The net prpcgeds to a recipient 5hall be incrgaseq 

by any refyod of an gxci§e tax to the extgot that tbg ampunt 

-It-
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1 Lefuoded was used to ce~t~-~-_gf_ the rgyaltx 

2 recejyed yoder subsectjon (lt.• 

3 Section 4• Applicability. This act ~pplies to taxable 

4 years beginning after December 31, 1~79. 

5 Section 5. Effective date. This act is effective on 

6 passage and approval. 

-End-

-5- SB ~00 



STATE OF MONTANA 
REQUEST NO. __ J]§::-_81__ 

FISCAL. NOTE 

Fo r111 !lD-15 

In compliance with a written request received Janu_lll:Y 23 19 _§1_, there is hereby submitted a Fisc~! Note 

for -~-e_U_iite __ l.l_:lll 200 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: 

An act allowing for the deduction of federal excise taxes when computing oil and gas net 
proceeds tax, and providing for an effective and applicability date. 

ASSUMPTIONS: 

1. The gross value of oil produced in the State will be $757 million and $885 million 
in FY 82 and FY 83, respecti.vely. 

2. Net value is 55.43% of the gross value for the time period. 
3. Mi.ll levies are 150 for the counties and 6 mills for the university levy. 
4. On average the windfall profit tax that will be paid is 25 percent of gross value. 

FISCAL IMPACT: 

University Levy 
Under current law 
Under proposed law 
Estimated Decrease 

EFFECT ON LOCAL GOVERNMENTS 

The effect on county tax revenue is given 

Under current law 
Under proposed law 
Estimated Decrease 

TECHNICAL NOTE: 

FY 82 
$2,517,600 

1,382,000 
$(1,135,600) 

below: 
FY 83 

$62,940,765 
34,553,265 

$(28,387,500) 

FY 83 
$2 '9lf3' 300 

1,561,000 
$ (1, 382 • 300) 

FY 83 
$73,583,325 

40,395,825 
$(33,187,500) 

The proposal could have a significant effect on expenditures if a provLSlon is not 
included to make the tax returns confidential information. This modification would 
all01• the cross reference of information with the federal authorities and avoid 
increases in auditing staff. 

. -·-·. 
Office of Budget and Program Planning 

Date: l~c G - V 



STATE OF MONTANA 

FISCAL NOTE 

REQUEST NO. _ _ll.fi.::.BJ.__ 
revised 

Po nn flf) I 5 

In compliance with a written request received February 3 , 19 _B_L_ , there is hereby submitted a Fiscal Note 

for .. Sen..a,t.~J':l_i_U_20_Q__ ____ 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 of Proposed Legislation 

An act allowing for the deduction of Federal Excise Taxes when computing oil and gas 
net proceeds tax; and providing for an effective and applicability date. 

Assumptions 

1. The gross value of oil produced in the state will be $820 million in FY 1982 and 
$885 million in FY 1983. The FY 1982 estimate was increased by assuming the more 
expedient decontrol of domestic oil prices would increase average prices by $2.50 
per barrel. 

2. Net value is 55.43% of the gross value for the time period. 
3. On average, the windfall profit tax that will be paid is 25% of gross value. 
4. Mill levies are 150 for county purposes and 6 mills for the university levy. 

Fiscal Impact 

University Levy 
Under current law 
Under proposed law 

Estimated Decrease 

Effect on Local Government 

The effect on county revenue is: 
Under current law 
Under proposed law 

Estimated Decrease 

Comment 

FY 1982 

$ 2,727,156 
1,497,156 

($ 1,230,000) 

$68,178,900 
37.428,900 

($30, 750,000) 

FY 1983 

$ 2,943,300 
1,561,000 

( $ 1 , 382 ' 300) 

$73,583,325 
40,395,825 

($33,187,500) 

The amounts indicated above represent a loss of potential revenue to the various 
taxing jurisdictions. The figures do not necessarily represent a decrease from current 
revenue levels. Due to increases in oil prices in 1980, most local governments would 
experience an increase in oil net proceeds taxable valuation, despite the deduction 
vided in the bill. 

Technical Note ~~-~------~ 
The proposal could have a significant effect on expen- GE 

. . . BUD T DIRECTOR ditures 1f a provis1on 1s not included to make the tax returns 
confidential information. This modification would allow the Office of Budget and Program Planning 
cross-reference of information with the federal authorities Date:~:Li. _____ _ 
and would avoid increases in auditing staff. 



STATE OF MONTANA 
REQUEST N 0 .L'lb.-:BL-JI.E.I.li SED 

FISCAL NOTE 

Furm Hf>-15 

In compliance with a written request received -~ Fepruary 4 , 19 ...§.L__, there is hereby submitted a Fiscal Note 

for _s~~?'_'I'_E _B!!"!:' ... ~.?~- __ ~---- pursuant to' Title 5, Chapter 4, Part 2 of the Montana Code Annotated IMCAl. 

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 for the deduction of Federal Excise Taxes when computing oil and gas 
net proceeds tax; and providing for an effective and applicability date. 

ASSUMPTIONS 

1. The gross value of oil produced in the state will be $820 million and $885 million 
in FY 82 and FY 83, respectively. The FY 82 estimate was increased by assuming the 
more expedient decontrol of domestic oil prices would increase average prices by $2.50 
per barrel. 

2. Net value is 55.43% of the gross value for the time period. 
3. On average the windfall profit tax that will be paid is 25% of gross value. 
4 Mill levies are 150 for county purposes and 6 mills for the university levy. 

FISCAL IMPACT 

University Levy 
Under current law 
Under proposen law 
Estimated Decrease 

EFFEC1' ON LOCAL GOVERNMENT 

The effect on county revenue is given 

Under current law 
Under proposed law 
Estimated Decrease 

TECHNICAL NOTE 

FY 82 
$2,727,156 
1,497,156 

($1,230,000) 

below: 
FY 82 

$68,178,900 
37,428,900 

($30,750,000) 

FY 83 
$2,943,300 
1,561,000 

($1,382,300) 

FY 83 
$73,583,325 
40,395,825 

($33,187,500) 

The proposal could have a significant effect on expenditures if a provision is not included 
to make the tax returns confidential information. This modification would allow the cross 
reference of information with the federal authorities and would avoid increases in 
auditing staff. 

~:~_hi 
BUDGET DIRECTOR 

PREPARED BY THE DEPARTMENT OF REVENUE Office of Budget and Program Planning 

Date: . ?...-..:::.___ ~--=-· K L 



STATE OF MONTANA 
REQUEST NO. 176-81_ __ 

F I S C A L N 0 T E revised 

Form Hl>·/5 

In compliance with a written request received April 8 • 19 __81__. there is hereby submitted a Fiscal Note 

for ... Se_p._~t:~_llj.._J.) 20.Q __ ~- pursuant to •Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCAI. 

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 of Proposed Legislation 

An act allowing for the deduction of Federal Excise Taxes when computing oil and gas 
net proceeds tax; and providing for an effective and applicability date. 

Assumptions 

1. The gross value of oil produced in the state will be $1,015,000,000 in taxable year 
1982 and $1,131,000,000 in taxable year 1983. The taxable year 1982 estimate was 
based on $35 per barrel and the taxable year 1983 estimate was based on $39 per barrel. 

2. Net value, including royalties, is 67.68% of the gross value for the time period. 
3. On average, the windfall profit tax that will be paid is 25% of gross value. 
4. Mill levies are 150 for county purposes and 6 mills for the universiw levy. 

Fiscal Impact 

University Levy: 
Under current law 
Under proposed law 

Estimated Decrease 

Effect on Local Government: 
Under current law 
Under proposed law 

Estimated Decrease 

Comment 

Taxable 
Year 
1982 

$ 4,121,712 
2,599!212 

$ (1 '522, 500) 

$103,042,800 
64,980,300 

$(38,062,500) 

Taxable 
Year 
1983 

$ 4,592,765 
2,896,265 

$ (1,696,500) 

$114,819,120 
72,406,620 

$(42,412,500) 

The amounts indicated above represent a loss of potential revenue to the various 
taxing jurisdictions. The figures do not necessarily represent a decrease from current 
revenue levels. In fac, it is probable that there will be a moderate growth in the 
aggregate net proceeds revenue to the counties under the provisions of Senate Bill 200. 
The Department of Revenue has estimated that the liability to the counties for the oil 
net proceeds tax will be $58,060,405 in taxable year 1981. This means that under 
Senate Bill 200 the counties will receive an 11.92% increase in the oil net proceeds 
tax for taxable year 1982 and a 24.71% increase for taxable ye.ari);

4

]/ompa:e/ 
to 77.48% and 97.76% increases, respectively, under current la~~ , .m.~ 

BUDGET DIRECTOR 

Office Odget and Program Planning 

Date • :1-:-:=..--f:-__ '_f,L 



47th leglslature 

STATEMENT OF INTENT 

SENATE BILL 200 

SENATE TAXATION COMMITTEE 

SB 200 

2 

3 

4 

5 This act permits the deduction of the windfall profit 

6 tax on domestic crude oil in cot~putini.J net pJ"oceeds for the 

1 net vroceeds tax on oil and gas. In promulgating rules to 

'3 implement this act. .. the Oepart.Mnt of Re'lenue may require 

q t~xp.ayers to furnish or ~~nake available supporting 

10 infonnatjon and docuMents to enable the depart.ent to Yerify 

ll the amount claimed as the windfall profit ta~ deduction. 

l~ First adopted by the Senate Taxation Committee on March 

tJ 2s. 1qa1 .. 
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"·r1 Tax-.J..J...::?E 

SENATE BILL NO. 200 

INTROOUCEO BY LEE, KOLSTAD, BRIGGS, ROTH, 

JACOBSEN, BURI<ETT, E. SMITH, ~NOEROAlo CONROY, 

HAFFERMAN• CONOVER, C. SHITH, KEATING, KANOUCH 

A Sill FOR AN ACT <NTITLEO: NAN ACT ALLOWING FOR THE 

DEDUCTION OF FEDERAL EXCISE TAXi'S WHEN COMPUTING OIL ANO GAS 

NET PROCEEDS TAX; QEflN!~~-_!~!ERM_EXCI~!!!i AMENDING 

SECTIONS U=23-_2.!ll.t 15-l3-602o 15-23-603, AND 15-23-605, 

MCA; AND PROVIDING FOq AN EFFECTIVE AND APPLICABILITY OATE,N 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF M3NTANA: 

~~~!!Q~-~--SE~!!Q~_!2=23-601o_~CA~-!~~~~DED TO READ: 

"15-23-601. Definitions. !j __ ~__iD- this part~~ 

f2l!2~ing_Q~fi~itio~~_2~Qll~ 

fl) ~i~ci~~~~~-!~l--1~~~indf~!_~2fl!__!2~~ 

~Q~~~!~£--~~~d~ __ Qil_i~~oseQ~_Tit!~_Qf_!~feder2!_£~ 

Qi!_Wi~~f~!!_Pr~fi!_!~!--!~!__2! ___ 1~90~-~ en~~Q__or~ 

~men1~Q..! 

ifl The terms "operator" and "produc~r" mean any 

per-son ... ho engages in the business of drilling for, 

""XtL~Cting, or producinq any natural gas 9 petroleum, or 

oth~r crude or mtnerdl oi 1. 

t~t1ll The ter-m "well" includes each single well or 

group of we11s, including dry wells, in one field or 

SB 0200/02 

1 production unit and under the control of one operator or 

2 producer •" 

3 Section 2. Section 15-23-602, MCA, is a~nded to read: 

4 "15-ZJ-602. Statement of yield. Each operator or 

5 producer of natural gas, petroleum, or other crude or 

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

7 and deliver to the departoent of revenue a state~nt of the 

8 qross. yield of such n.aturaJ gas 9 petr"oleulh or other crude 

q or mineral oil from each well owned or worked by such person 

10 during the ne•t preceding calendar year and the value 

11 thereof. Such statement shall be in the for• prescribed by 

12 the department and must be verified by the oath of the 

13 operator or p~oducer or the •anager. superintendent, agent, 

l4 pt"esident. or vi<:e-pres ident of such corpordt: ton. 

15 association, or partnershi~h Such state~nent shall show the 

16 falloNing: 

17 (lJ the name and address of the operator, toyethef' 

16 with a list in duplicate of the names and addresses of any 

19 and all persons owning or cJ~i11i.nq any royalty interest in 

20 the production fro~ the welt or the proceeds derived from 

21 the sale thereof. and the amount or amounts paid or yielded 

22 as royalty to each of such persons during the period covered 

23 by the statement; 

24 (2) the description and location of the well; 

2~ (3) the number of cubic feet of naturdl gas, barrels 

-2- SB 200 

SECOND R E A D I t1 G 
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of petroleum or other crude or mineral oil ex~racted or 

produced froM the well during the period covered by the 

state~nt; 

(4) the gross yield or value in dollars and cent5i 

(5) actual cost of extracting product from well i 

(6) cost of construction, repairs. and betterments; 

(7) actual cost of fire tnsurance and workers• 

compensation insuranc~i 

~l __ t~~~~Q~n!_e~g_Q£~!hn~!Q __ irr__~~~5fa&t1Q~ __ of 

!ia~i!i!Y __ f~!__£XCI~g__!~~~--i!QQ~gQ_-~_!~~niteg_1!~ 

92Y~~~~n!_2~--!~-2L2~~ctiQfl~~~l!L-_£L__~Qva~- the 

~~~!~-~~--Q~~l~~~--Q£ __ 2!-~t--f£ude __ Q!_~~!-2i! 

~P~~te~_e~r~n1-12~bsection_111• includirrg__E __ ~~Q~~ 

~!§!gme~!__Q!-1b~~~gyn~_of __ ~~~D~!g~n2i9LQL-~i!nb~!Q-~ 

~ac~~~E!!~-~n~" 

Section 3. Section 15-23-603. MCA. is a~nded to ~ead: 

11 15-23-603. Net p,.oc:eeds how compute(J. (L) The 

department of ~evenue ~hall calculate and compute f~om the 

~etu~ns the g~oss p~oduct yielded ff'"om such well and its 

gross. value for the year covet'"ed by the statement and shall 

calculate the net proceeds of the wei I ~ielded to the 

producec• which net. proceeds shall be determined by 

subtracting froru the value of the gross products thereof the 

following: 

(a) all royalty paid or apportioned an CdSh or in kind 

-3- SB 200 
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SH 0200/CZ 

by the operatof'" or producer; 

(b) a1t moneys expended for neces.s ar y ldbor• 

machineTy• and supplies needed and used in the operation and 

developmenti 

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

betterments necessary in and ab~Jt the workinq of the well; 

(d) a 11 moneys expended for fi~e in~u ranc.e and 

work-ers' compensatton insurance ~nd for ~ayments by 

operators to welfare and retirement funds when provided for 

an waqe contract~ between operators and e~ployee~•l 

1~l__!h~~~~~!--~ai~--2L-~!hh~!g_ln_~~!12factiQn of 

!i~~l!i~~~~cise_ta~~-imposed _ _Q~--!~~-~~ited~1~ 

~~~~~~!--~-!he __ R~~Q~~!i~~~~!~_-2!--~~oval __ of~ 

~at~L~!_g~~~__Q~!~Q!~~~__Q£_-2!~--~~~de __ Q!__~ral_~ 

~!de~ _ _!rg~-§~Ch_~~!!~_2!h~L_!~-~b~_aMOUn!_~f_3Y£b_!~ 

gai1_~_Q£_~ithbg!Q_!LQ~~£U_£2ralty_g~~~ 

1£l __ !b~Y~~g-~Lfl~~-~nd~r sub~£!ion_1!l_shal~ 

infL~~&_Q~_th~-~~Q~nt_of __ 2~-~f~~~~B_ from_~ 

!Jni !~- S t~!~_gQ.Y!!r n~nt __ !Q __ ~~!..!!!!.L--1!!~!:~!!!.2!:!!!1 

tef~~~~~-~~~~~_!Q_!~~~-the valH~Of_!he_g!~~S--~QQ~ct~ 

~n2~!-l~~Seftion-1!11~ 

t2t121 No moneys invested in the well and improvements 

durinq any year e~cept the year for which such statement is 

mad£- may be l nc 1 uded in such expend i tu,-es" exc.ept as 

p~ovided in 15-23-604• and such expenditur-·es may not. include 

-4- sa 2oo 
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SB 0200/0Z 

the salaries or any portion thereof of any person or officer 

Z not actually engaged in the working of the well or 

3 ~uperintending the management the~eot.• 

4 Section ~. Section 15-23-605. HCA, is a~nded to read: 

5 "15-23-605. Assess•ent of royalties. i!l The aMount of 

b roy~lty received~~n~~mo_yn!_2!~~~~s paid b~ 

1 ~nhe1d_!L2~he rQ~~owner as reported _pursuant to 

8 !5-Z3-6Q~~ shall be considered net proceeds to the 

q recipient and shall be assessed as follows: upon receipt of 

tO the lists or schedules ~etting forth the na•es and addresses 

11 of any and a11 persons owning or clai•ing royalty and the 

12 amount paid or yielded as royalty to such royalty owners or 

13 claimants durinq the year for which such return is ~ade, the 

1~ depart.ent of revenue shall proceed to assess and tax the 

15 same as net proceeds of mines. 

16 i~l _ _!~~~l-Q!~~~~Q_g_recipien!_~2l!-be increased 

17 Qy_~gy_refu~~!~~-~~£i!!_!~2-ln!-~!tent that the amount 

18 ref~g~~~~~-~~~--12--~~~-the_~!~ __ Qf__~£2~ 

19 rec!!J.~S!_!!!!~~~ubsec ti£!!L..l.!h. 

20 Section 5. Appli-cability. This act. applies to taxable 

21 years beginning after December 31• 1979. 

2l Section 6. Effective date. This act is effective on 

2 3 pas. sage and approva 1 • 

-End-
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~7th Legislature 

STATEMENT OF INTENT 

SENATE Bill 200 

SENATE TAXATION COMMITlEE 

SB 200 

1 

z 

3 

... 
5 This act per•its the deduction of the windfall profi~ 

6 tax on d0--51:ic crude oil in co.-pu.t.ing net proc:eeds for t.he 

T net proceeds t.ax on vil and gas. In pro.ulgat.ing rules to 

8 i•plea!nt this act.• the Depar"t~~ent of ftevenue .a,- requi-re 

9 taxpayers to fur·nish or •ake available supporting 

10 infor~ion and docu.ents to enable the- depart .. nt to warify 

11 the a-aunt. cl ai•ed as t:he windfall profit. t.ax deduction. 

12 First adopted by the Senat.-e Taxation to-ittee on March 

13 25, 1981. 
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SENATE BILL NOo ZOO 

INTRODUCED BY lEE, KOLSTAD, BRIGGS, ROTH, 

JACOBSENt BURNETT, Eo SMITH, UNDERDAL, CONROY, 

HAFFERMAN, CONOVER, Co SMITH, ~EATING• KANOUCH 

A BIU. FOil AN ACT ENTITlED: •AN ACT ALLOWING FOR THE 

DEDUCTION OF FEDERAL EXCISE TAXES WHEN COMPUTING Oil ANO GAS 

NET PROCEEDS TAX; DEFINING THE TERM EXCISE T~ AMENDING 

SECTIONS ~=23-6~ 1~23-6D2, 15-23-603• AND 15-23-605, 

MCM AND PROVIDING FOR All EFFECTlV£.!. 'Ait9 APPLICABiliTY.!. IIM'E 

AND_ll!l!!!~!!!!!! DATES.• 

BE IT ENACTED BY THE LEGISLlHURE OF THE. STATE OF MONTANA: 

SECTION 1. SECT!~ 1~23-6Dlt MCAr IS AMENDED TO REAQ: 

"15--23-6-tn.- Oefi·n·i-t.-ions. !!,__used in t:h·is oart:-, the­

followi !)!Lftfinitions awh: 

(1) •excise ta~· ~ans t~e windfall or~tt tax on 

doll<!!lli__!;rude_ oi 1· taposed bx Title 1 of the· federal f!!!l!!! 

Di 1· ·windf·all· Prof-it Tax Act of 1980, as engst.ect or as 

~dad. 

.t.n · The ter-.s •Of,M!rator• and •producer• ~~ean any 

person wtto 

extracting., 

engages in the business 

or producing any natural 

other crude or •ineral oil. 

of dr·lll;ng foro 

gas., petro1eu•• or 

t~t!Jl The terM •well• inclUdes each singl• well or 
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S8 OZDO/Ol 

group of wellsw including dry wells. in one field ·or 

production unit and under the· control of one operat~ or 

produce,..• 

Section 2. Section 15-23-602• MCA• is ... ndad ~o read: 

~15~23-602. State~t of yield• Each operat;or or 

producer of na-tura 1 gas., pet.roleua• or other crude Of" 

Mineral oil ~st on or befor• March 31 in each year •ake out 

and deliver to the depart~nt of- revenuw a state~t of the 

gross -yield of such natural :gas, pe-trohru.. or other c-rude 

or 111ineral oil ff'o• each well ·owned or worked b,. -such· person 

during the nex~ preceding calendar yea,. and the value 

thereof. Such stat.e.-ent. -shall be in the for• prescri-bed by 

~he depar~•ent and aust be ver lfied by the oath of the 

operator or producer or. the aanager• superintendent• agent. 

president, or vi·ce-pf'eSi•nt of Such corporation,., 

assoc iatiorh or partnership .. · Such s-tat.e.ent sha-ll·· show the 

following: 

(1) t.h• na~ and address of -the operator. together 

with a list ·in dupli·cat-e of the- na~~es and addresses of anr 

and at I persons ownin·g or clai•ing any royalty interest. in· 

the production fro• t:he w,e·ll Ot' the pr-oceeds der i yed fro­

the sale t.hereof. and t:.he a110unt or aMOUn"t·s paid or yielded 

a& royalty to each of such persons dvri·ng the period covered 

by the state.ent; 

(2) the description and location of- the well;: 

-z- SB 200 
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fl) -the nu81ber ·of ·c;ubic feet of natural gas.. barrels 

of pet.roleu. or· other crl,Kie or •inentl oil extracted or 

produced fro. the well d-uring the period covered by the 

s.tate-.ent: 

(~} 

(5} 

(6} 

(7} 

the gross y&e·td or "alue in dollars. and cent:s; 

actual ·cost of extract-ing product fra. well; 

cost. of construction• repajrs. and better.a.nts• 

actual cost of fire iAsuranc.e and workers• 

co.pensation in'!ilwance.i 

!.!l-£!l!L!~I!!id or withheld jn satisfaction of 

ltabl H t::Y fllt__!!l!Sl!.! ti!l!es ·;~ed by the .!/!Jjted States 

govern-nt. on the prOd~tan, salet _.!![ r~W-!!!_ the 

!!.i!l.!!!..!L-9A!:r petraleu•• or ob!_ cr·&ide or_ !]neral oi.l 

!:.!l!!!rted purs!lan!_!!L~!£S!lon .t!l.1._Lncluding_ f s·eoarate 

state..,..L_!!LJ;IIe i!100Uf>!-2f_~__!P-es pfid or J!jthhel<!;_f{OII 

each· roraTt.y owRere• 

Sect:.iOh 3. 

.. 15-23-603. 

depart.ent of 

Section 15-23-603• IICA• is· aoended to rea<!: 

Net prCJCeecl!l - how. coooput;ed. (1} The 

re-ventM! shall- ·calcuJ..ata and coapute 'fro• the 

returns the gross produ-ct y ie·l ded f.-o. such we t1 and i t.s 

gross value ·for t:he yea·r :covered by the stata-nt and ~ha11 

cal cul·ate the net proc .. da of the -~~ y le l ded to the 

prvdt.tcer. which net p.......C-s · shall· be det.er•l- by 

subt.racting fr·o• the •alue of the 9ross pr·odvcts thereof the 

followinq: 

-3- 58 200 
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(a} an rOJalt:y ·paid or apportioned in cash or in kind 

by the operator or producer; 

(b) all -eys expended for nec-.s s ar y labor-t 

•achintll!ry. and suppl i·es. needed and used in the operation and 

developMent; 

tc) all -.oney!l expended fo-r 'i•prowe.ents• repairs• and 

better.ants necessary in and about the working of the well; 

(d) all •oneys expended for fire insurance and 

workers• c oapen sat. ion insvrance and for pay~nts by 

operators to we'fare and. ret.irwnnt funds ...,en prOvided for 

in wage contracts be~ween operators and e.ployees•1 

Ul the a1a0unt paid or ·vi thheld in sati·sfact.ion of 

t i·ability ro,. exci S!r taxes. i•osed bx the_-Yn:i ted S.tn£1 

~~_!_!!!L--t!!L pr·odyc'tionp sal!J._-2.!_-.!!!!S!!.!L--!ll the 

~.!:!ral ·gast___R!:tro·ttu•• or other eTude or ainerat -21!. 

%ie!<led ...f!.!!• 1!!1Ch worH•.t ot:ller thin the ~~r such taxes 

(laid by g~·i t:h!:!'eld' fJ:2'!!_§!~h roU!.S:.I......2!1~ 

ill-!!!~lue ...-rt~~DS~M_:ul!s•ctj!!!! HI shall be 

l!!!;r:eased by the •-"! .of f!!L refynd ' received froe -!!!!t 

ynit·est States QOYerR!!ftt to the_ extent that. t:he a•aunt 

refunded -was used t.o red.YS!L t.he value of ·t.he gross pro!(uc·ts. 

!!"deLi!/l!se'ct!on Ill lei• 

~'H11. No eoneys· l...,..stee ·in th• well and illproweMants 

durin·g any year ·except t.he year for which "SUCh state•nt. is 

made eay be includ•d in such expenditures, except as 

-It- ss 200 
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l provided in ls-23-6""'• and such- expendi--t-ures .ay not -include 

z ~he salaries or ·any port: ion thereof of· any· person or ·officer 

3 not actually engaged in the working of the well or 

4 superin~ending ~he .anage~t ~hereof.• 

5 Section 4. Section 15-23-605• MCA• is a.anded to read: 

6 "1~-23-6.05. Assess~~ent:. -of- royalties. 1!1 The aaount of 

7 royalty received~~~he a~unt of excise taxes paid b~ 

8 !!.il'hheld fro!!....!!l!LDn.il!~ · as r!!IJOr1:ed _o..,.suent__!!! 

9 15-l3-60Z!8j~ shall be considered net proceeds to the 

10 recipient. and shall· ·be assess1td as 'follows: upon .-eceipt of 

11 the 1 i·sts or schedules· se'tt.inq forth the· na.es and ·addresses 

12 of any and all' persons ·o.ming or :c.lai•ing· royalty and the 

13 a1110unt p-aid or yhtlded as royalty to such royalty owners or 

14 clcriaants during the year fo' . ...,_ich such return- is· ttade• t.he 

15 depart.ent of revenue sha·11: proceed to ass·ess and -t:ax the 

16 saMe as net proceeds- of ainas. 

17 !ll_!l!~et proc:eeds_!;!LL~J:l!·tenL!l!.il!Lbe increased 

18 ~.! .. 3!!!L_..!efun~! an excise ·t:~o ~he eattent that t;he a•~ 

19 r-efunded was· u~!!!L_YL~nltl~the ~~'S!!.__the _!!!!!ll.l 

20 ,t~ive!:!_under subsection c tr.• 
21 Section 5. Appli-cebi Hty. This act applies to ~ 

22 taxable years beginning after Oec.-r 3h l-'IH 1980. 

23 Section 6. Effec~ive date -- TE!MlNATION DATE. This 

Z~ act is effect.\ ve on passage and approval AND TERMlNATl:S AND 

25 SKA!.L_ttQU!'Pl'l'--l!L.!!n:_!.UAB!,!; '!'{!!_AFTER D£<:EM!!ER 3lt 19111. 

-5- 58 200 
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47th Legislature 

STATEMENT OF INTENT 

SENHE Bl Ll 200 

SENATE TAXATION COMMITTEE 

ss 200 

2 

3 

4 

5 This act permits the deduction of the windfall profi~ 

6 tax on dome':itlc. crude oil in computing net proceeds for the 

7 net proceeds tax on oil and gas. In promulgating rules to 

8 implement this act. the Department of Revenue may require 

9 tdxpayers to furni. sh or make available s.uppor ting 

lO information and documents to enable the department to verify 

11 ~h8 amount claimed as the windfall profit tax deduct1on. 

12 F1rst adopted by the Senate Taxation Committee on March 

13 l~t lqRl. 
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SENATE BILL NO. 200 

INTRODUCED BY LEE, KOLSTAD, BRIGGS, ROTH, 

JACOBSEN, BURNETT, E. SMITH, UNOEROALt CONROY, 

HAFFE~MAN 9 CQtjOVER, (. SHITH, KEATING, KANDUCH 

A diLL FOR AN ACT ENHTLEO: "AN ACT ALLO'.ING FOR THE 

~EDUCTION OF FEDERAL EXCISE TAXES WHEN COMPUTING OIL AND GAS 

NEf PROCEEDS TAX; lJEflN.!.!'!§ _ _lf:!LHRM_EXCI;!L_I~H AMENiliNG 

SECTION<:. 1.?,::23-bOl.!. 15-23-002, 15-23-603, AND 15-23-605, 

MCA; AND PROVIDING FOR AN EFFECTIVE~ ~~Q Ak9 APPLICAAILITY~ 

SAfE !~~-~~~~+H!~+~~ OA!ES." 

BE IT E~ACTEO BV THE LEGISLATURE Of THE STATC OF MONTANA: 

}~~!l~.!'!_!~_~ECI.!Q.!'!_.!2=~3-~Q!~-~~~~_!i_~ME.!'!OEQ_IQ_~EAQ~ 

"1~-23-601. Definitions. ~~~~Q__irr__!bi~--~~r!~ __ !bg 

f2!!2WiQy_~~finl!ion~-~~ 

(t) :£xci1£..._!.~~~-_]!~2!!.L-~~--.!:!i!!df.2!L_QLQfi~-~~~-Q!.l 

2~~sti£_£~~de_Qi!_i~Q2~2Q-2Y-!ltle_!_gf_!b~--f~deral __ ~~de 

Qi! __ ~i~Q!~l! __ ££2!1! __ !~~--!ct _ _Qf _ _!~~o, __ ~~~!~£-2~ 

~~_I}_Qg_Q_! 

i~l The terms ••operator" and "producer•• mean any 

~erson who enyaye:J 1n the bu':lines.s of dr i 11 in<; for .. 

e:ac:trdctinq, or producing any natural gas, petroleum, or 

other crude or mtner~l oil. 

ti!ti11 The- term "well• includes each single well or 
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group of wells, including dry welts. in one field or 

production unit and under the control of one operator or 

producer .•• 

Section z. Section 15-23-002 .. MCA .. is amended to read: 

"15-23-00Z. 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 yield of such natural gas, petroleum, or other crude 

or mineral oil from each well owned or worked Dy such person 

durinq the next preceding calendar year and the value 

thereof. Such statement shall be in the form p~escribed by 

the department and must be verified by the oath of the 

operata~ or producer or the manager. superintenct@nt, agent• 

pre'!i>tdent, or vice-president of such corporation. 

a~sociation~ or partnership. Such statement shall show the 

foJ 1 OWlOSJ! 

( l.J the name and address of the operator.. together 

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, dnd th~ amount or amounts pa1d or yiBided 

as royalty to each of such persons during the period cover~d 

by the statement; 

(2} the descriptton and location of the well; 

-2- sn ?on 
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(3) the nu~ber of cubic feet of natural gas. bdrreJs 

of petroleum or other crude or 1R1neral oi 1 extracted or 

produced from the well during 

st.atement; 

the peri.oJ c:overea oy the 

(4) the gross yield or value in dollars Jnd cent~; 

(5) actual cost of extracting product from w~ll; 

(6) cost of constructi.onr repairs• and b~ttermentsi 

( 7) actu.3 1 cost of fire 1n~urance and WOT k~rs• 

compensation insurdnce,i 

1~1--~~~=~~ !~g-2~Q~nt_Q2iQ_Q£_~ithhP!£_iQ_~£1i~f~~!iQD 

Q[ __ !~~Q!li!1 __ !Q!_£~£i~~!~~~~-~QQ~g~_Qy_!Q~~nil£~_ilates 

JQ~~!~~~!_£~ __ !_he __ 2£QQ~~!l~~--~l~~--QL __ f~~2~!_-2f __ the 

!! at ~.!..~L _,9!!~ !.-.I2~!!.,Q.!~~~_!_Q£.__.Q th!'l! __ S:!. ud~ __ Q.!: _ _!!!!_!_'!~~.!_ __ !!.!..! 

r_geQ£!~~-QY!~~~Q!_!Q_~~Q~~~!lQ~_1ll~-~Q£!~~~Q~--~--~~ez~ate 

~!~!~~~~! __ Qf_1b~-2~2Y~!-2!-~~fb_!£~g~_QaiQ_gr_~~!bb~!~_!rQ~ 

~nc~_£2~~1~-~~~~~" 

Section 3. Section 1'5-23-603, MCA, is a~nded to reaa: 

"15-23-603. Net proceeds ho'fll computed. (l) The 

oepart~nt of revenue ~hall calculatB and compute from the 

returns th? ~ro5s product yielded from such well and its 

~ross va.lt..:e for the y~ar cover-ed by tne statement <Jnd ::.ttall 

calculate the net proceeds of the well y it! 1 ded tu thP 

rror1ucer 9 which net proceeds shall be determ1n~d oy 

subtracting from the value of the gross products thereof the 

followin•J= 

-3- ::)P. zoo 
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(at all royalty paid or apportioned J.n ce1sh or in k1nd 

by the operator or producer; 

I b 1 d 11 moneys expended for necessary 1-~>bor • 

machinery9 and suppltes needed and u~ed an the operaLion ann 

devPlopmt'!nti 

(c) all moneys expended for iwprovemPnts, repdlJ"S• dnrl 

betterment~ necess~ry 1n .:snd about th~ wort.:in-J of th<'-' ,.ell; 

(a) all money~ ~xpended for fire 1nsuran<.E a no 

worker~· compensation 1 n=:.ur3nce ana for pny~TW:>nt<; by 

op~rators to welfare and retirement funds when prnviJeD for 

in wdq~ contract~ between operators and em~loya~s•l 

tfl __ i2~-Bt th~-~~Q~~~-Q~iQ~~-~~b~l£_iQ_Sd1i~f~~~i~ 

2f __ !i22l!i!~ __ fQL_~~l~2-!~~~~-~Q~~Q_Q1_!b£_~~i!g~-i~~!~~ 

9Q~~~~~!_Q~-l~--~~2Q~£!!Q~--~!~--2L--~~2Y~! _ _Qf __ !Ug 

D2~~!2l _ _g~~~--Q£~£~!~~~~--Q£ __ 21n££ __ £LUd~ __ Q[ __ ~i~~!-Qil 

~i~lQ~9_f~g~_Sufb-~~l!~-~!b~r-1b~!he_~~~~1-2!_~Q __ !ax~ 

Q21Q_£y_Q~ithn~~-f£2~-22£Q_r2Y2l!t_Q~ne~~ 

1~1 __ !b~~~!~g-~££i~~-~~_ynd~r_!~Q~ctiQ2_1ll_~~2l!_t)e 

!~£~~~~~Q __ ~t__!~--~~~nt __ Qf __ ~~y_ref~D2-!~£giy~Q~f!~~_!b~ 

~~l!~Q_2!~!~~-9Qve£~~~Q! __ !~ __ !b~-~~te~! __ lhal __ !hP. __ ~~Q~~! 

[~f~~~~1--~~~~~~Q_!Q_r~du£~_!b~-Y~!~~-Qf-!~~r~~!QQ~~!~ 

~nder_~~~g~~io~_lll!~l~ 

f"tt.ill No mon~ys invested in the we11 and irnpro\o'ement.!>­

during any year except the year for which such statement 15 

made may he included 1n such ~xpenditures~ except as 

-4- s~ zoo 
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provided in 15-23-&04, and such e~penditu~es may not include 

2 the salaries o~ any portion thereof of any person or officer 

3 not actually ~ngaged in the working of the well or 

4 superintending the manaqement thereof." 

5 Section 4. Section 15-23-605, MCAt Is amended to read: 

6 11 1'5-23-605. Assessment of royalties. lll The amount of 

7 royalty received!-~~~ !_~---8f th.!_5!!!!~nt~_exci~!2.!.~ 

B Q~!..Q_!;!.L2.!:_!! i th!!~l.Q_fr2!!__!t1~-L2Y~ll.L-2~~-2L-!:!ll!2!.!.gs! 

9 QUrS~~nt __ !~-_!~=~1=~021~ shall be considered net proceeds 

10 to the rectpient and shall be assessed dS follows: upon 

ll recf'i.pt of the lists or schedules setting forth the names 

12 and address~s of any and all persons owninq or Cldiminq 

13 royalty and the amount. paid or yielded as royalty to such 

14 royalty own~rs or cla1mants during the year for which such 

15 return is mace, the departmen~ of revenue shall proceed to 

16 assess dnd tax the same as net proceeds of mines. 

11 1£l __ l~~~!_Q£ocegQ~!2_~_reclQl~Q!_~~ft!!-be_inc£~~~ed 

18 Qy_~~y_ref~~Q_2f~~~!~i~~~~~!2-!~g_g~~~nt_th~!_!~~~~Qunt 

L9 I~f~nQ~Q-~~~-~~ed __ !Q __ ~9~~~-~--YE!Y£ __ Of __ th£__£QY~!i1 

l.O rec~j_y~.Q_!:!.Q~~~!:!~~g£ti2!L!!l.!.n 

21 Section 5. Applicability. This act applies to THE 

22 taxable years beginning after December 31, t9~~ !~f~ !97~. 

l3 S~< t ivn 6. Effective date ==--~~RM!~A~i~N-~Af§. This 

24 act is effPctiv~ on passage and approval ~~~=!~~~~ArE~==~ 

25 ?~~~£=~§!=~~Pt!=!~=~~!=!~-·~kE=~~=AFf~~=~!~~~!~-3t~=±qR!• 

-Ebd-
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House amendments to Senate Bill 200 
April 21, 1981 

1. Page 3, line 10. 
Following: "(8)" 
Strike: "75% of" 

2. Page 4, line ~2. 
Following: "(e)" 
Strike: · "75%0f" 

3. Page 5, line 7. 
Following: "less" 
Strike: "75% of" 


