SENATE BILL NO. 200
INTRODUCED BY LEE, ROLSTAD, BRIGGS, ROTH,

JACOBSEN, BURNETT, E, SMITH, UNDERDAL, CONROY,
HAFFERMAN, CONOVER, (., SMITH, KEATING, KANDUCH

IN TRE SENATE

January 20, 1981 Introduced and referred to

Committee on Taxation.

Fiacal note requested,

January 26, 1981 Fiscal note returned.

March

March
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April

April

April

april

April

28, 1981 Committee recommend bill do
pass as amended, Report adopted.

Statement of intent attached,

30, 1981 Bill printed and placed on
members® desks,

l, 1981 Second reading, no affirmative
action.

Second reading, 4o pass
as amended.

2, 1981 ) Correctly engrossed.

3, 1981 Third reading, passed. Ayes,
303 Hoes, 20, Transmitted to
House,

IN THE HOUSE

4, 1981 Introduced and refarred to
Committee on Taxation,

14, 1981 Committee recommend bill be
not concurred in,

21, 1981 On motion to take from the
Taxation Committee report and
place on second reading this

day. HMotion 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. Ayves, 64; Noes, 33,

IN THE SENATE

Returned from Housme 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, 41; Noes, 5.
Sent to enrolling.

Reported correctly enrolled.
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1 #_ BILL NOe _&f_“_’ - : 1 with a 1ist in duplicate of the names and addresses of any

(pcorivien,
INTRUDUCED BY C:F“- /fzzvazfﬁﬁyi’ and all persons owning or claiming any royalty interest in

. 34 JU0Y- Y 2N %WZ

N
N

3 the production from the well or the prcceeds derived from
Coroes Senith

4 FOR AN ACT ENTITLED: ®AN ACT LLOHING FOR  THE 4 the sale thereofs and the amount or awounts paid or yielded
5 DEDUCTION OF FEDERAL EXCISE TAXES WHEN COMPUTING OIL AND GAS 5 as royalty to each of such persons during the period covered
6 MNET PROCEEDS TaAX: AMENDING SECTIONS 15-23-602s 15-23-6G3¢ ] by the statement;
7 AND 15-23-605y MCA; AND PROVIDING FOR AN EFFECTIVE AND 7 {2) the description and location of the well;
3 APPLICASILITY DATE."™ 8 (3) the number of cubic feet of natural gass barrels
9 9 of petroleum or other crude or amineral oil extracted or
10 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 1c produced from the well during the period covered by the
11 Section le Section 15-23-602s MCAs is amended to read: 1t statement;
12 ®15-23-602« Statement of vields Each operator or 12 (4) the gross yield or value in dollars and cents;
13 producer of natural gass petroleums or other crude or 13 {5) actual cost of extracting product from well;
14 mineral oil must on or before March 31 in’each year make out 14 (6) cost of constructions repairsy and betterments;
15 and deliver to the department of revenus a statement of the 15 (7) actusl cost of fire insurance and workers"
16 gross yield of such natural gass petroleums or other crude 16 compensation insurancesi
17 or mineral oil from each well ownad or worked by such person 17 {B)__tbe amoupt. paid or  witbheld. in satisfaction of
18 during the next preceding calendar year and the value 18 liability for _excise _taxes _jimposed by the United States
19 thereof. Such statement shall be in the form prescribed by 19 goverpment on _the productions _sales__or _removal of _the
20 the department and must be verified by the ocath of the 20 natural _gass petroleums or _pther crude _or mineral ojl
z1 operator or producer or the managersy superintendente agent, 21 reported pursuant to subsection {(3)s _ingluding 2 separate
22 presidents or vice-president of such corporations 22 statement _of the smount of. such taxes paid or.withbeld frow
23 associationy or partnershipe Such statement s3hall shnow the 23 each_royalty owneras"
24 following: 24 Section 2. Section 15-23-603y MCAy is amended to read:
25 (1} the name and address of the operatore together 25 "]5-23-603. Net proceeds -- how computeds (1) The

-e- INTRODUCED BILL
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department of 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 well yielded to the
producery which net proceeds shall be determined by
subtracting from the value of the gross products thereof the
following?

{a) all royalty paid or apporticned in cash or Iin kind
by the operator or producer;

{b) all mONeys expended for necessary labore
machinerys and supplies needed and used in the operaticn and
development 3

(¢} all moneys expended for improvementSy repairse and
betterments necessary in and about the working of the wellj

{d) a1l wmoneys expended for fire insurance and
workars® compensation insurance and for paywments by
operators to welfare and retirement funds when provided for
in wage contracts between operators and employeeswji

fe} the amount paid or withheld In satisfaction of
lighility for excise taxes _isposed by _the  United States
government _on the productions .sales _or  resoval _of the
natural) gasas _petroleums  or. giber crude or _mineral oil
viglgea from such wells other thap the.osount of such Laxes
paig Dy pr withheld from sach royalty ownota

(2)__The value arrived at under subsection (1} shall bs
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iocreased by the amount of  any refundg. rpceived frog fthe
inited States _goveromwent _to the  exteqt that the opount
eefundsd was used to reduce the value of tbe Qross. products
under subsection (ll{e)s

t23443) 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 axcept as
provided in 15-23-504&s 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
superintending the management thereof.®

Section 3« Section 15-23-605» MCAy is amended to read:

"15-23-605. Assessment of royalties. {1) The amount of
royatty receiveds_less the amount of excise taxes paid by or
smithheld from the roxalty owner. as reporied gursuant. to
15-23-602[B)s shall be considered net proceeds to the
recipient and shall be assessed as follows: ypon receipt of
the lists or schedules setting forth the names and addresses
of any and 311 perscns owning or claiming royalty and the
amount paid or yielded as royalty to such royalty owners or
claimants during the year for which such return is mades the
department of revenue shall proceed to assess ana tax the
same as net proceeds of miness

42)__Tbe net proceeds Lo a recipient shall be incrgased
by aoy refund of an excise tax to the extent that the amaunt

-y
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refunded was . used. %o. reduce the vyolue. of_ _the. royalty
resgived under subsection .(1le®

Section 4« Applicabilitys This act applies to taxable
years beginning after December 31y 197%

Section 5 Effaective dates This act 1Is effective on
passage and approvale

-End—

SE Hoz



STATE OF MONTANA
REQUEST NO. __176-81
FISCAL NOTE

Form BD-13
In compliance with a written reguest received _January 23 .19 81 | there is hereby submitted a Fiscal Note
for __Senate Bill 200 pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assermbly.

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legisiature 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 ¥Y 82 and FY 83, respectively.

2. Net value is 55.437% of the gross value for the time period.
3. Mill 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 FY 82 FY 83
Under current law $2,517,600 $2,943,300
Under proposed law 1,382,000 1,561,000
Estimated Decrease $(1,135,600) $(1,382,300)

EFFECT ON LOCAL GOVERKMENTS

The effect on county tax revenue is given below:

. FY 83 FY 83
Under current law 862,940,765 $73,583,325
Under proposed law 34,553,265 40,395,825
Estimated Decrease $(28,387,500) $(33,187,500)

TECHNICAL NOTE:

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 avoid
increases in auditing staff.

Sﬂ)@l 0/@«4,@&1 ﬂw

BUD&T DIRECTOR
Ofche of Budget and Program Planning
Date: 1-T ¢ -~ ¥/




STATE OF MONTANA
REQUEST NO. _176=-81 _

FISCAL NOTE revised
Farm BD-15
in compliance with a written request received __Febhruary 3, 19 _81 _, there is hereby submitted a Fiscal Note
for __Senate Bill 200 — 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 o0il 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 FY 1982 FY 1983
University Levy
Under current law $ 2,727,156 § 2,943,300
Under proposed law 1,497,156 1,561,000
Estimated Decrease ($ 1,230,000) ($ 1,382,300)

Effact on Local Government

The effect on county revenue is:

Under current law $68,178,900 §73,583,325

Under proposed law 37,428,900 40,395,825

Estimated Decrease ($30, 750, 000) ($33,187,500)
Comment

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 pro-
vided in the bill.

Technical Note ‘ : ; 2 ‘ )MA,

The proposal could have a significant effect on expen-
ditures if a provision is not included to make the tax returnsBUDGET DIRECTOR
confidential information. This modification would allow the Office of Budget and Program Planning
cross-reference of information with the federal authorities p, & &f -—f
and would avoid increases in auditing staff. T




STATE OF MONTANA

REQUEST NO.176-81 REVISED
FISCAL NOTE

Forme BD-13

In compliance with a written request received ___February 4 .19 81

for fSENZ{TlEBT_T"E%pO,_ emm— e PUrsuant to ' Title b, 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 reguest.

, there is hereby submitted a Fiscal Note

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 preoduced 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 gress value.

4  Mill levies are 150 for county purposes and 6 mills for the university levy.

FISCAL IMPACT

University Levy FY B2 FY 83
Under current law 52,727,156 $2,943,300
Under proposed law 1,497,156 1,561,000
Estimated Decrease {$1,230,000) (51,382, 300)

EFFECT ON LOCAL GOVERNMENT

The effect on county revenue is given below:

FY 82 FY 83
Under current law $68,178,900 $73,583,325
Under proposed law 37,428,900 40,395,825
Estimated Decrease ($30,750,000) (3$33,187,500)

TECHNTCAL NOTE

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.
(S o
L) el W

BUDGET DIRECTOR
Office of Budget and Program Planning

PREPARED BY THE DEPARTMENT OF REVENUE




STATE DF MDNTANA
REQUEST NO. __176-81

FISCAL NOTE revised
Form BD-15

n compliance with a written request received .__April & , 19 81 | there is hereby submitted a Fiscal Note
for ... Senate Bill 200 pursuant to ' Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA).

Background information used in developing this Fisgal 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 universi ty levy.
Fiscal Impact Taxable Taxable
Year Year
1982 1983
University Levy:
Under curreant law § 4,121,712 $ 4,592,765
Under proposed law 2,599,212 2,896,265
Estimated Decrease $ (1,522,500) $ (1,696,500)
Effect on Local Government:
Under current law $103,042, 800 $114,819,120
Under proposed law 64,980, 300 72,406,620
Estimated Decrease : $(38,062,500) $(42,412,500)

Comment

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 countiles for the oil
net proceeds tax will be $58,060,405 in taxable year 198l. This means that under

Senate Bill 200 the counties will receive an 11.92% increase in the oil net proceeds
This, compares

tax for taxable year 1982 and a 24.71% increase for taxable year 1983.
to 77.48% and 97.76% increases, respectively, under current law.L;; - :] H

BUDGET DIRECTOR

Office of Budget and Program Planning
Date: ::vji:. v,iz,‘
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STATEMENT OF INTENT
SENATE BILL 200

SENATE TAXATION COMMITYEE

This act permits the deduction of the windfall profit
tax on domestic crude oil in #ouputing net proceeds for the
net proceeds tax on ©il and yase In promulgating rules to
implement this acts the Department of Revenue may require
taxpayers to furnish ar make avai laple sSupporting
information and documents to enable the department to verify
the amount claimed as the windfall profit tax deduction.

First adopted by the Senate Taxation Committee on March

25y 1981a
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SB 0200762

Lrrroved by Committee
'nn Taxation
SENATE BILL NO. 200
INTRODULCED BY LEEs KOLSTADs BRIGGSe ROTHy
JACOBSENs BURNETTs Ea SMITHy UNDERDALy CONROY

HAFFERMAN+ COMOVER: Cs SMITHe KEATINGy KANDUCH

A BILL FOR AN ACT ENTITLED: “AN  ACT  ALLOWING FOR THE
DEDUCY ION OF FEDERAL EXCISE TAXcS WHEN COMPUTING OIL AND GAS

NET PROCEEDS TAX; DEFINING _THE TERM EXLESE TAX; AMENDING

SECTTIONS 15-23-601s 15-23-602y 15-23-603+ AND 15-23-605

MCA; AND PROVIDING FDR AN EFFECTIVE AND APPLICABILITY DATE."

8 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MINTANA:

SECTION 1. SECTION_ 15-23-60ls MCAs 15 AMENDED TO READ:

"15~-23-601. Definitjonse As wused in_ this party the

following definitions apply:s

(1) “Excise tax™ means _the windfall profit tax__on

domestic_ _crude_ _0i)_imposed by Title I of _the federal Crude

Qi) Windfall Profit Tax Act aof 1990y as_ enacted or as

amended.
{2) The terms "operator® and "Yproducer™ mean any
person who engages in the business of dariliaing forye

extractings oOr producing any mnatural gassy petroteumy or
other crude or mineral 0ile
+2¥(3) The term *well® includes each single well or

group of wellsy including dry wellsy in one Field or
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5B 0200702

praduction unit and under the control of one oaperator or
producer «™

Section 2. Section 15-23-602y MCAy is amended to read:

"15-23-602. Statement of yields Each operator aor
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 yield of such natural gass petroleums or other crude
or mineral oil from each well owned 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 wverified by the oath of the
aperator or producer or the manageve Superintendents agents
presidents ar vice—-president of such Corpordations
A550Ciationy Or partnership. Such statement shall show the
following:

{1) the name and address of the operators toyether
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 location of the well;

{3) the number of cubic feet of natural gass barrels

-2~ 5B 200

SECOND

READING
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of petroleum or other crude or mineral oil extracted or
produced from the well during the period covered by the
statement;

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

{5) actual cast of extracting product from well;

(6) cost of constructiony repairsy and betterments;

{7) actual cost of fire insurance and workers’
compensation Iinsurances;

(8)_ _the amount_paid _or withheld _in_ satisfagtion of

tiability for excise taxes _imposed__by_the United States

government on__the productions saley or  removal _of the

natural _gass petroleums_ _oOr_ othey _crude or_ _mineral oil

repgrted pursuant to subsection (3)e including a_  separate

statement of the amount of such_toaxes paid or withheld from

each _royalty owner."

Section 3. Section 15-23-6034+ MCAs 15 amended to read:

"15-23-6C03+ Net proceeds —~ haow computeds ({l) The
department of revenue shal) calculate and compute from the
returns the gross product yielded from such well and its
qgross value for the year covered by the statement and shall
calculate the net proceeds of the well yielded to the
producers which net proceeds s5hall be determined by
sSubtracting from the value of the gross products thereof the
following:

{a} all royalty paid or apportioned in cash or in kind

e s 200
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by the operator or producer;

(L) alt moneys expended for necessary labors
machinerye and supplies needed and used in the operation and
development;

(cy alil moneys expended for improvements, repairss and
betterments necessary in and about the working of the well;

{d} all moneys expended for fire insurance and
warkers® compensation inpsurance and for payments by
operatars to welfare and retirement funds when provided for
in Wage caontracts between operators and esmploycesw;

{e) the amount__paid__or_ _withheld_ jin_satisfaction of

Yiability for excise taxes _imposed by _the uUnited States

government _on__the productions sales _or_ _removal of the

natural gass petroleums of other crude or mineral oil

yielded from such wells other than_the amount of such taxes

{2) The value arrived_at under subsection (i) shall be

increased by the amount of any refund received from_ the

Unitedg States government to__the extent that the amount

refunded _was used _to reduce_the value of _the gross products

undey subsection _(l}{e).

+234{3]1 Mo 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 1n 15-23-604r and such expenditures may not include

-4 $8 260
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the salaries or any portion thereof of any person or officer
not actually engaged in the working of the well or
superintending the management thereof.*®

Section 4« Section 15-23-605, MCAy is amended to read:

®15-23-605- Assessment of royaltiess (1) The amount of

withheld from the royalty owner_ as__reported pursuant to

15-23-6D02¢{8)s 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 claiming royalty and the
amount paid or yielded as royalty to 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.

{2)_ _The net proceeds to 23 recipient shall)_be increased

by any refund of an_excise tax to the extent that the amount

refunded was  used  to _reduce _the_  value of the royalty

received_undey subsection {(1)."

Section S« Applicabilitys This act applies to taxable
years beginning after December 3ls 19753,

Section b« Effective date. This act is effective on
passage and approvale.

-End~

-5- 53 200
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STATEMENY DF INTENT
SENATE BILL 200

SENATE TAXATION COMMITTEE

This act permits the deduction of the windfall profit
tax on domestic crude oil in computing net proceeds for the
net proceeds tax on oil ‘and gase In_ promulgating rules to
implement this acts the Department of Revenue may require
taxpayers to furnish  or make avai lable supporting
information and documents to emable the departmsent to verify
the amount claimed as the windfall profit tax deductions

First adopted by the Senate Taxation Committee on March

25y 1981,



4Teh Legislature

10
11
12
13
14
15
16
17
18
19
20
z1
22
23
24

25

SB 0200703

SENATE BILL WNO. 200
INTRODUCED BY LEEy KOLSTADy BRIGGSs ROTH.
JAC(BSENs BURNETTe Es SMITHe UNDERDAL, CONRDY,
HAFFERMANys CONDOVERgy Co SMITHe KEATINGs KANDUCH

A BILL FOR AN ACT ENTITLED: AN ALT ALLGWING FOR THE
DEDUCT ION OF FEDERAL EXCISE TAXES WHEN COMPUTING GIL AND GAS
NET PROCEEDS  TAX: DEFINING THE TERM EXCISE TAX; AMENDING
SECTEONS 15-23-601ly - 15-23-602s 15-23-603s AND = 15-23-6054
MCA; AND PROVIDING FOR AN EFFECTIVEs ANB APPLICABILITY; GAFE

AND TERMINATION DATES.™

BE IT EMACTED BY THE LEGISLATURE OF THE STATE DF MONTANA:
ECTION 1. SECTION 15—-23-50iy MCA, IS AMENDED 10 READ:
n15-23-40ls Definitionss As _uwsed in__this party the
following definitjons apply:
1) " ®Excise tax* seans the -Qdfall profit  tax_ _on

dowmestic__crude oil- imposed by TVitle I of the federsl Crude

0il Windfall Profit Yax ~Act  of 1980, _as _enagted or as

amendeda

12) The terms “operator® and %“producer” mean any
person  who engages in the bﬁsinbss of drilling fory
extractings or producing any natural  gass petraleums or
other Crude or mineral oite

t2443}  The term "well® jncludes each single waild) or
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group of wellss including dry wellse in one Field or
production unit and under the' control - of - one operator or
producer «*

Section 2. Sectiom 15-23-602¢ MCAs i5 amended t0 read: -

¥15~23~-602+ Statement of yielde Each operator or
producer of patural gase petroleums or  other crude ov
mineral oiV must on or beford March 31 in each year make oyt
and deliver to the department of revenue a3 statement of the
gross yield of such natural igass petroleums or other crude
or mineral oil from each well owned or worked by such person
during the next preceding calendar year and the value
therecfa Such statement shall be in the form prescribed by
the department and must be verified by the ovath of the
oparator or producer or the managers Superintendents agente
president, or vice-president of ~such corporations
associations or partnershipe Such statement shall : show the
following:

(1) the name and address of the operatory together
with a Tist 'in duplicate of the names and addresses of any
amd 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 location of the well;

-2= SB 200
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" {3} ° the number of cubic feet of natural  gass barrels
of petroleum or other crude or wineral 0il extracted or
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 extracting product from well;

{6) cost of constructione repairss and betterments;
{7) actual cost of - fire insurance and workers®

compensation insuwances}

[8)_the amount paid or withheld in_ satisfactjon of -

Yiability for _excise tgaxes ‘imposed by the Unjted States
government on _the production, salesy _or removal of _the

natural _qase petraleume or other crude or__wineral ail

reported pursuant to subsection {3),__including a_ _separate
statesent of the amount of such taxes paid or mjihheld from

each voyalty owners®

Section 3. Section -15-23-603+ MCA,y is asended to read:
H15-23-603. Net proceeds -— how computeds (1) The

department of 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 well : ylelded to the
producers which net proceeds - shall be determined by
subtracting from the value of the gross products thereof the

following:

3= $B 200
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{a) alF) royalty paid or apportioned in cash or in kind
by the operator or producer;

{b) ali moneys expended for ' necessary iabors
machinerys and supplies needed and used in the operation and
development i

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

{(d] all  moneys expended for fire iasurance and
workers? compensation insurance and for paymsents by
operators to welfare and retirement funds when provided For
in wage contracts between operators and eaployeess;

[e) the amount pajd or '

liability for excise taxes - imposed by _the United States

government on _the productiony saley _or removal of the

natural gasy petroleumy or__other  _crude or_ _mineral ojl

yielded from such welly_other than the amgunt of such toxes
paid by of withheld frowm each royalty owners

{2} The value arvived at under subsectjon (1) shall be
increased by the amount of  any _refynd - received  from _the

United States _government to - the sxtent that the amount

refuntded was used to reduce the value of the gross products

" {2%413) No momeys invested -in the well and improvements

during any year except the year for which such statesent is

made wmay be included in sSuch expendituresy except as

-y 58 200
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provided in 15-23-604y and such expenditures may not include
the salaries or any partion thereof of any person or officer
not actually engaged in the working of the well - or
superintending the management thereof.™
Section 4. Section 15-23-605,» NCAy is amended to read:
®15-23-605« AsseSseent of royaltiese 1) The amount of

royalty receivedy less the amgunt of excise taxes paid by or -

withheld from the royalty owner  as _reported pursuant to
15-23-602{8)y shall  be considered net proceeds to the

recipient and shald ‘be assessed as follows: upon receipt of
the 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 rovalty owners oOr
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 miness

{Z) The net proceeds to a. recipient shall be increased
by any refund of an_excise tax to the extent that the amount
refunded was used_to ' reduce  the valus of  the ' royalty
received ynder svbsection (1)e"

Section S. Applicebility. This act applies to THE

taxable years beginning after Decewber 31s 935 1980.

Section 6. Effective date — TERMINAVION DAYE. This

act is effective on passage and approval AND _TERMIMATES_AND

SHALL NOT APPLY_T0_ANY TAXABLE YEAR AFVER DECEMBER 31y 19Bl.

=5~ SB 200
-End-



4Tth Legislature 55 200

130

11

12z

13

STATEMENT OF INTENT
SENATE BILL 200

SENATE TAXATION COMMITTEE

This act permits the deduction of the windfall profit
tax on domestic crude oil i1n computing net proceeds for the
net proceeds tax on oil and gass In promulgating rules to
implement this acts the Department of Revenue may require
taxpayers to furnish or make available supporting
information and documents to enable the department to verify
the amount claimed as the windFall profit tax deduction.

First adopted by the Senate Taxation Committee on March

25+ 1981
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SENATE BILL NDe. 200
INTRODUCED BY LEEs KOLSTADy BRIGGSe ROTHe
JACUBSENy BURNETTy Eo SMITHe UNDERDALy CONROY,

HAFFERMANy CONOVERs Co SHMITHe KEATINGe KANDUCH

A BILL FOR AN ACT ENTITLED: "AN ACT  ALLDJAING FOR THE
JFDUCTION OF FEDERAL EXCISE TAXES WHEN COMPUTING OIL AND GAS

NET PROCEEDS TAX; DEFINING THE TERM EXCISE TAX; AMENDING

SECTIONS 15-23-601y 15-23-602s 15-23-603, AND 15-23-605,
MLA; AND PROVIDING FOR AN EFFECTIVEy AND ANB APPLICABILITYy

BATE ANP-TERMINAFIEN DATES.™

BE IT ENACTE(D BY THE LEGISLATURE OF THE STATE OF MONTANA:

SECTIUN le_ _SECTION 15-23-501, MCAy IS AMENDED TO_READ:

"15-23-601l. ODefinitionse As used _in _thisS parts _the

followiny definitions apply:®

(D] "Excise _tax™_  means the windfall profit tax on

domestic _crude_oil imposed by Title I of the federal Crude

0il  Windfall Profit_ _Tax_ act of 1980y _as _enacted or as

{2) The terms “operator" and “producer" mean any
person wiho enyagyges 1n the business of driltling Ffore
extraceings or producing any natural gass petroleums or
other crude or mineral oil.

t2¥{3} The term "well™ includes each single well or
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group of wellss including dry wellses in one Ffield or
production wunit and wunder the control of one operator or
producer ™

Section 2« Section 15-23-4602+ MCA: is amended to read:

"15-23-602« Statement of yields Each operator or
producer of npatural gass petroleumes or other crude or
mineral oi! must on or before March 31 in each year make out
and geliver to the department of revenue 3 statement of the
gross vyield of such natural gass petroleumy Oor other crude
or mineral cil from each well owned or worked oty such person
during the next preceding calendar year anad the value
thereofe 5uch statement shall be in the form prescribed by
the department and must be werified by the oath of the
operator or producer Or the managers Superintendenty agents
presidents or vice-president of such corpoerations
associations or partnershipes Such statement shall show the
following:

(1} the name and address of the operators together
with 2 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 thereofy and the amount or amounts paird or yielded
as royalty to each of such persons during the period covered
by the statement;

(2} the description and Tocation of the well;

- sa 2an
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{3} the number of cubic feet of natural gase barrels
of petroleum or other crude or mineral o1l extracted aor
produced from the wel! during the period coverea oy the
stotement;

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

{5) actual cost of extracting product from well;

(6 «cost of constructicns repairse and betterments;

(7} actual cost of fire Insurance and wor kers?
compensation insurances;

(8} _FS%-9F the_awmcunt_paid_gr_withheld in_satisfaction

of _liability for excise_taxes imposed by the United States

jovernoment _on__the oroduction, _sales or_ removal of the

natural gase petroleums or _other crude of__mineral oil

reported pursuant to_subsection {(3)s__a1n¢luding _a_ _separate

statement of the amount gf_ such_taxes _paid_or sithhald from

edch royalty cwners™

Section 3« Section 15-23-603y MCAy i5 amended Lo reaq:

"15-23-603« Net proceeds =- how computeds (1) The
separtment of revenue shall caelculate and compute from the
recurns the gross product yielded from such well and its
gqross value fur the year covered bLy tne statement and shall
calculate the net proceeds  of the well yiclded to the
producers which net proceeds shall be dJdetermined Dy
subtracting from the value of the gross products thereof the

following:

-3~ SR 200
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(a) all royalty paid or apportioned 1n cash or in kindg
by the cperater or producer;

(b} 4t moneys expended for necessary tabor s
machinerys and supplies needed and used in the operation and
developmant

{cy all moneys expended for improvementsy repalrss and
betterments neCessary in and about the working of the well;

[a) a1t moneys expended for fire insurance and
workers® compensation 1NSUrance and  for payments by
operators to welfare and retirement funds when provides for
in wage contracts between operatars and employaesw)

fe) FIR-6F the amount paid or _wrthheld jn_satisfsction

of liability for excise taxes imposed by the Uniteu_ 3tates

gqovernment on__the productions__sales _or emoval of _the

natural gass__petrolieums oOr other _crude

yielded frum_such _wellsy other_than the amount of such_ taxes

gaid_by or withheld from cach_royalty owners

(23} _The value arrived at _under_subsection_(1) shell _he

increased Dy _the amount of any refund received frum_the

United States government _to the extent _that_ _the amount

refunded was used to _reduce the value of the gross prooucts

under_subsection (l)({e)s=

t2+{3) No moneys invested in the well and improvements
during any year except the year for which such statement 13

made wmay be included in such expendituress except 4as

—4— SB 200
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provided in 15-23-604y 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
superintending the management thereof."
Sectiun %« Section 15-23-60%s MCAy t5 amended to read:
"15-23-605+ Assessment of royaltiese {1) The amount of

royalty receiveds less F5%--OF the amount of excise _taxes

paid by or withheld from the rovalty owner as_ reparted

pursuant  to__15-23-602(d}s shall be considered net proceeds

to the recipient and shall be assessed a5 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 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 minese.

{2)__The net proceeds_to a_recipient shall be increased

py_any _refund of an_excise tax to the extent that the amount

refunded_was__used _to__reduce _the _value_ _of_ _the _royalty

received under subsection_fl)."

Section S. Applicabilitys This act applies to THE
taxable years beginning after December 31+ 19%9 1988 1979.

Sectivn b Effective date —--—FERMINATION-BAFE. This

act is effective on passage and approval ANB-FERMINAFES--ANB

SHALE—NEF-APPEY-F 8- AN¥-FAMABE E-¥EAR-AFFER-DECEMBER-31y-1981.

—Ehd~
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House amendments to Senate Bill
April 21, 1981

1. Page 3, line 10.
Following: ™(8)"
Strike: 975% of"

2. Page 4, line 12.
Following: "(e)"
Strike: "75% of"

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