
S&NAT! BILL NO. 356 

INTRODUCED BY BLAYLOC~, rABREGA 

BY REQUEST OF 'I'liE OPF'lCR OP THE GOVERNOR 

Feb.:"uary l, 1981 

February 9, 1981 

March :za, 1981 

March 30, 1981 

April 1, 1981 

April 2, 1981 

April 3, 1981 

April 4, 1981 

April 6, 1981 

IN TME SENATE 

Intro4uoeel an" referred to 
ComMittee on Taxation. 

Fiscal note requested. 

Fiscal note returned. 

Committee recommend bill do 
pass as amended. Report 
adopted. 

Bill printed and placed on 
melabere' desks. 

Motion pass coneideration. 

Second reading, do pass. 

Correctly engrossed. 

On II\Otlon taken hom third 
readinq and referred to 
second raadinq. Motion 
adopted. 

On 110tion, consideration 
be passed for the day. 

Second reading, do pase 
as a~~~ended. 

On aotion rule• &\lBpendad. 
8111 placed on c&lendar for 
third reading this day. 

Third reading, paeaed. 
Ayes, 351 Noea, 15. 
Transmitted to House. 



April 1, 1981 

April 21, 1981 

April 22, uu 

IN THE HOUSE 

Introduced and referred to 
Committee on Taxation. 

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

Second reading, concurred in 
IIUI amende~!. 

On motion rules suspended 
and bill placed on third 
readin9 this day. 

Third reading, concurred in 
ae amended. Ayea, 611 Noes, 32. 

IN TH £ S ENA '1'1! 
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Returned from House with 
amendments. 

Second reading, amtndmenta 
concurred in. 

On motion r1o1lea •uepended. 
8111 placed on calendar for 
third reading this day. 

Third readin1, a•endracmts 
concurred in. Ayes, llJ 
~oes, 16. Sent to enrollin9. 

Reported correctly enrolled. 
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BILL NOo _j'.ff!5' 
INTRODUCED BY X II U!.:Ji Q( f ~-------

THe OFFICE OF THE GOVERNOR 

A BILL FOR AN ACT ENTITLED: "AN ACT TO AMEND SECTION 

15-36-101, HCA• TO PROVIDE A SINGLE PERCENTAG~ RATE OF 5 

PERCENT TO BE USED IN COMPUTING THE SEVERANCE TAX ON 

PETROlEUM; PRuVIOING AN APPliCABILITY DATE.• 

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

Section 1. Section 15-36-101, MCA 9 is amended to read: 

"15-36-lol. Definitions and rate of tax• (1) Every 

person engaging in or carrying on the business of producing 

petrol~umt other mineral or crude oil, or natural gas within 

this state or en9aging in or carrying on the business of 

owninJ, controlling, managing, leasing, or operatinq within 

this state any well or wells from which any merchantable or 

marketable petroleum, other mineral or crude oil, or natural 

gas is extracted or produced sufficient in quantity to 

justify the marketing of the same mustt except as provided 

in 15-36-lllt each year when engaged in or carrying on any 

such business in this state pay to the department of revenue 

for the exclusivB use and benefit of the st~te of ~ontana a 

severance tax computed at the followin~ rates: 

(a) ~·~•-e~-~~-fT~~~-•6y&e6-ef-t~e-~ete+-gre5~-~+ue 
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LC 0263/01 

of-e~+-~he-pe~~efe~e-eftd-~~her-.. ~ere+-e~-e~ude-e+~-p~eft~eed 

by--~~eh--pe~~eft--?~em--eeeh--~eese--3¥--eeeh-~ees~-w+~h+n-a 

~+~+~d-praperty-+n-~he-ee~end~-que~er~ 

tbt--~.&s• 21 of the total gross value of ~he~--~er~+en 

of all the preette~+en--ef pe1£glaum and other mjoeral_g£ 

crude gjl prod~~b¥ such person from each lease or eeeh 

+eese-w•~h+n-e-Hn+~•red-proper~y-tn-eeeh-ee+e"~er-q~er~e~-+n 

eKe~s--of--~he--~+~~-•6y999-of-~he-~o~ft~§ress-•a~ue UQLt; 

but in determining the amount of such ~ax there shall be 

excluded from consideration all petroleum or other crude or 

mineral oil produced and used by such person during such 

year in connection with his operations in prospecting for. 

developing, and producing such petroleum or crude or mineral 

oi 1; 

~etLbl 2.65% of the total gross value of natural gas 

produced from each lease or unit; but in determining the 

amount of such tax there shall be excluded frcm 

consideration all gas produced and used bp such person 

during such year in connection with his operations in 

prospecting for, developing, and producing such gas or 

petroleua: or crude or mineral oil; and there shal·l also be 

excluded frotn consideration all gas recycled or reinjected 

into the ground. 

(2) Nothing in this part may be construed as r~quiring 

laborers or etiployees hi red or employed by any person to 

-<- I N T R 0 D u c E D B I L L 
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drill any oJl well or to work in or about any oil well or 

prospect or explore for or do any work for the purpose of 

develaplng any petroleum or other mineral or crude oil to 

pay such severance tax, nor may any work done or the 

drilling of any well or wells forth~ purpose of prospecting 

or exploring for petroleum or other mineral or crude oils or 

for the purpose of developing same be considered to be the 

engaging in or carrying on of any such business• Ift In the 

doing of any such work, in the drilling o~ any oil well, or 

in such prospecting, exploring, or development work, any 

merchantable or marketable petroleum or other mineral or 

crude oJl in excess of the quantity required by such person 

for carrying on such operation is produced sufficient in 

quantity to justify the marketing of the same, such work, 

drilling, prospecting, exploring, or develop~ent work is 

considered to be the engaging in and carrying on of such 

business within this state within the meaning of this 

section. 

t3t--Fer-p"f'l'""""-et'-ee~l'l!-i:he-1:---+ft-...,tlb<teei:+o~ 

20 t~ttet--el'ld--t~ttbt--ebevey--~eese-eetil'li:-+l'le~ades~~-+eeses 

21 een~~+eu~ng-~D-*fte-Hn+~zed--a~ea--•+~h+ft--e--uft+~-er--a++ 

22 i:t'eet..-w+~h+ft-e~t-pert+e+pei:+ft!-+ft-pt'Od•ei:~ 

23 ~t~ Every person required to pay such tax hereunder 

2~ shall pay the saMe in full for his own account and for the 

25 account of each of the other owner or owners of the 9ross 
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proceeds in value or in kind of all the marketable petroleum 

or other mineral or crude oil or natural gas extracted and 

produced, including owner or owners of workfng interest, 

royalty in~erest• overriding royalty interest~ carried 

working interest, net proceeds interest, production 

payments, and all other interest or interests owned or 

carved out of the total gross proceeds in value or In kind 

of such extracted •arketable petroleu• or other mineral or 

crude oil or natural gas. except that any of the aforesaid 

interests that ara owned by the federal, state, county, or 

municipal governments shall be exempt from taxation under 

this chapter. Unless otherwise provided in a contract or 

lease? the pro rata share of any royalty owner or owners 

will be deducted from any settlements under said lea$e or 

leases or division of proceeds orders or other contracts." 

Section 2• Applicability. This act applies to crude 

oil produced on or after July 1, 1981. 

-End-

_..,_ 



STATE OF MONTANA 
REQUEST NO. 298.,-BJ. . 

FISCAL NOTE 

In compliance with a written request received February 4 19 ~, there is hereby submitted a F 1scal l~ute 

f SENATE BILL 356 
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 to provide a single percentage rate of 5 percent to be used in computing the 
severance tax on petroleum, and providing an applicability date. 

ASSUMPTION 

The gross value of oil produced in the state will be $757 million and $885 million 
in FY 82 and FY 83, respectively. 

FISCAL IMPACT 
Oil Severance Tax 

Under current law 
Under proposed law 
Estimated Increase 

PREPARED BY THE DEPARTMENT OF REVENUE 

FY 82 
$20,066,000 

37,850,000 
$17,784,000 

FY 83 
$23,457,000 
44,250,000 

$20,793,000· 

r· 

L1)~hL_~ 
BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: L - 'I · g J 
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SENATE Bill NO. 356 

INTRODUCED BY BLAYLOCK, FABREGA 

BY REQUEST OF THE OFFICE OF THE GOVER~OR 

A Bill FOR AN ACT ENTITLED: •AN ACT TO AMEND SECTION 

15-36-101• IICA, TO PROVIDE A SINGLE PERCENTAGE RATE OF S } 

PERCENT TO BE USED IN COI4PUTING THE SEVERANCE TAX ON 

PETROLEUM; PROVIDING AN APPLICABILITY DATE." 

8E I~ ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Sec~ion 1. Section 15-36-101• MCA• is amended to read: 

"15-36-101. Definitions and rate of tax. (1) Every 

person engaging in or carrying on the busines~ of producing 

petroleuM, other mineral or crude oil• or natural gas within 

this state or engaging in or carrying on the business of 

owning. controlling, .anaging• leasing• or operating Nithin 

this state any well or wells from Mhich any merchantable or 

marketable petroleu~, other mineral or crude oil, or naturdl 

gas is extrdcted or produced sufficient in quantity to 

justify the •arketing of the same must, except as provided 

in 15-36-121. each year Nhen engaged in or carrying on any 

such business in this state pay to the department of reYenue 

for the exclusive use and benefit of the state of Montana a 

severance tax computed at the following rates: 

cal 2•*•-e~-tfte-~~r~-·6·988-e+-~he-~~~-~~e§§--~~~~~ 
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SB 0356/02 

~-8~+-~he-petro+eum-end-o~he¥-•~~e+-er-e~fte-oT~-p~ueed 

by--'!it:teh--f!e•'5-eft--.f. .. efl---eeeh--+eese--or--eeeh4ee'!l:e-w*~"'*ft-e 

un+t~red-prop~~y~n-~fte-ee~eftde~~erte~~ 

tht-~w6~ §• 3% of the totdl g~oss value of ~ 

pert+oft-e# all ~he ~red~e~ .~t~oJeum and other •ineral 

Q!_f~Ud~_2il-~~~uced~ such person from each lease or eech 

+~5e-•+~h~ft-a-~~~red-~op~y-~-eeeh-ea+en4e•-~~e~" 

~xe~~~--~--the--f+•st-S6~9Q9-e4~fte-~otat-gr~s-vai~ y~; 

but in deter~ining the amount of such tax there shall be 

excluded fro• conside~ation all petroleum or othe~ crude or 

•ineral oil produced and used by such person during such 

year in connection ~ith his operations in prospecting for, 

developing. and producing such petroleum or crude or eineral 

oil; 

te~121 ~6~ ]~ of the total gross value of natural 

gas p~oduced fro~ each lease or unit; but in deter•ining the 

amount of such tax ther-e shall be excluded from 

consideration all gas produced and used by such person 

du~tng such year in connection with his operations in 

prospecting for, developing, and producing such gas or 

~etroleum or crude or mineral oil; and there shall also be 

excluded from consideration all gas recycled or reinjected 

into the ground. 

(Z) Nothing in this part waay be construed as requiring 

laborers or employees hi~ed or employed by any person to 

-2- :iB 3S6 
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drill any oil well Or to work in or about any oil well or 

prospect or explore for or do any work for the purpose of 

developinq any petroleuM or other •ineral or crude oil to 

pay such severance ~ax. nor .ay any work done or the 

drilling of any wet I or wells for the purpose of prospecting 

or exploring for petroleuM or other mineral or crude oils or 

for the purpose of developing saae be considered to be the 

engaging in or carrying on of any such business. If, in the 

doing of any such work, in the drilling of any oil well• or 

in such prospecting• 'exploring. or development work, any 

Merchantable or marketable petroleum or other ~inerdl or 

crude oil in excess of the quantity required by such person 

for carrying on such operation as produced sufficient in 

quantity to jus't.i fy -the aa,.keting of the saftte, such work, 

drillingp prospecting, exploring, or development work is 

considered to be the engaging in and carrying on of such 

business within this state within the meaning of this 

sec.tion. 

19 f3t--F~--pa~~~e~--of-eoap~n~-tfte-~e~~ft-~ub~eet+on~ 

20 f~f&t-e"d-f~ttbt-ehevey-+ease--~"~--+fte+~es--a++--+e~~ 

Zl eo"~r+h~~"~--to--the--~~~red--eree--w+~~~"--e~ft~t-o~~• 

22 ~~e~~-T~~n-e-un+~-pe~t~~Tng-+~red~e~+&ftw 

23 t4tlll Every person required to pay such tax hereunder 

2't- shalt -pay the sa•e in full for his own account and for the 

Z5 account of each of the other owner or owners of the gross 
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proceeds in value or in kind of all the marketable petroleum 

or other mineral or crude oil or natural gas e•tracted and 

produced, including owner or owners of working inte~estt 

royalty 

... orking 

interest. 

interest, 

overriding royalty 

net proceeds 

interest.. carried 

interest, production 

payMents. and all other interest or interest5 owned or 

carved out of the total gross proceeds in value or in Kind 

of such extracted marketable petroleum or other mineral or 

crude oi t or natural gas, except that. any of the aforesaid 

interests that are owned by the federal, state• county. or 

municipal govern~Rent.s shaH be exe•pt from taxation under 

this chapter. Unless otherwise provided in a contract or 

lease. t~ pro rata share of any royalty oNner or owners 

will be deducted from any settle~nts under said lease or 

leases or division of proceeds orders or other contracts." 

Section z. Applicability. This. act applies to crude 

oi 1 produced on or aft:e·r .July lt l98l. 

-End--

-4- SB 356 
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SENATE BILL NO• 356 

INTRODUCED BY BLAYLOCK• FABREGA 

BY REQUEST OF THE OFFICE OF THE GOVER~OR 

A BILL FOR AN ACT ENTITLED: •AN ACT TO AMEND SECTION 

15-36-LOh MCA• TO PROVIDE A SINGLE PERCENTAGE RATE OF S J 

PERCENT TO BE USED IN COMPUTING THE SEVERANCE TAX ON 

PETROLEUM; PROVIDING AN APPLICABILITY DATE." 

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

Section 1. Section lS-36-101• ~CA• is a~nded to read: 

nlS-36-101. Definitions and rate of tax. (1• every 

person enga9ing in or carrying on the business of producing 

~etroleu•• other ~ineral or crude oilt or natural gas within 

this state or engaging in or carrying on the business of 

owninq, controlling • .anaging. leasing. or operating within 

this state any well or wells fro. ~hich any aerchantable or 

marketable petroleu~, other •ineral or crude oil, or ndtural 

gas is extracted or produced sufficient an quantity to 

JUStify the marka~ing of the sa.e must. except as provided 

in 15-36-lZl• each year when engaged in or carrying on any 

such business in this state pay to the departaent of revenue 

tor the exclusive use and benefit of the state of Montana a 

sev~~ance tax computed at the following rates: 

(a) ~Y+--e#-~~e-f*#~-•6T898-e~-~~e-~~~-g~o~~--v~+~e 
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o~-a•+-~he-~~e+eHR-eft~-e~her-~Tne~e+-or-eraee-e+~-p~.ee~ 

&y--~oeh--pe#~n--~rom--eaeh--+ee$e--~-eeeh-+e~'e-w~hin-a 

tiftf~~~d-p~e~e#~Y-ift-~he-~efeftdar-~er~e~ 

tbt--;!•6~ Sll 1.~ of the tot:al gross value of t:ltM 

~~feft-e+ all the ~od.et+eft-84 petroleu• and gther mineral 

2L.£ru~~i!-2!~~!!S!!.9-!!.% such person frCHn each lease or eee+t 

~ee~e-.. ~h•~-e-wn~fe~-~e~e~y-ift-eeeh-e«•ende~-qws~e~-in 

exe@§~--~--~he--~fr,t-«6~688-o~~-~~a•-~&Ss-~~ yni!; 

but in determining the a.ount of such tax there shall be 

excluded from consideration all petroleum or other crude or 

•ineral oil produced and used by such person durinq such 

year in connection with his operations in prospecting forw 

developing. and producing such petroleu• or crude or mineral 

oll; 

tef1£1 t-6,_ }~ of the total gross value of natural 

gas produced from each lease or unjt; but in deterMining the 

amount of such tax there shall be excluded fr~ 

consideration all gas produced and used by such person 

durinq such year in connection with hjs operations in 

prospecting for, developing. and producing such ga~ or 

petroleum or crude or mineral oili and there shall also be 

excluded from consideration all gas recycled or reinjected 

into the ground• 

t2) Nothing in this pdrt May be construed as requiring 

labore·rs or employees hired or employed by any person to 

-2- SB 356 
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drill any oil well or to work in or about any oil well or 

prospect or explore for or do any work for the purpose of 

developing any petroleu• or other •ineral or crude oil to 

pay such severance tax• nor Day any work done or the 

drillin9 of any well or wells tor the purpose of prospecting 

or exploring for petroleu• or other mineral or crude oils or 

for the purpose of developing sa-. be considere~ to be the 

engaging in or carrying on of any such bus.iness. If, in the 

doing of any such work. in the drilling of any oil we11 9 or 

in such prospecting, exploring, or development work• any 

merchantable or marketable petroleum or other •inerdl or 

crude oil in excess of the quantity required by such person 

for carryinq on such operation is produc~d sufficient in 

quantity to jus~ify the •arke~ing of the same, such work• 

dri II ing. prospecting, exploring, or development work as 

considered to be the engaging in and carrying on of such 

business within this state within the •e~ninq of this 

section. 

l9 t3t--~er--~pe~~--of-e~.ttn~-the-tex-in-~u~~ee~ten~ 

20 f~t&t-e"d~f~ttht-ehe.ey-+ee~e--ee.~~--tftelDdes--ell--l~~ 

Zl een~~*Bat~-~o--the--•~*~•~-ere~-·~~?n--e~•~-er~ 

22 ~ree~,_·~~Tn-a-~~-per~+e+~+~~ft-prodae•~nw 

13 f4tlli Every person required to pay such tax hereunder 

21t shall pay the sa•e in ful 1- for his own account and for the 

25 account of each of the other owner or owners of the gross 
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proceeds in value or in kind of all the •arketable petroleum 

or other mineral or crude oil or natural gas e~tracted and 

produced, including ovner or o•ner$ of working interest, 

royalty 

working 

interest, 

interest• 

overriding royalty 

net proceeds 

interest, cdrried 

interest, production 

pay•ents• and all other inter@st or interests owned or 

carved out of the total gross proceeds in value or in kind 

of such eKtracted •arketable petroleu• or other mineral o~ 

crude oil or natural gas, except that any of the aforesaid 

interests that are owned by the federal, state. count1• or 

municipal govern~nts shall be exe•pt from taxation under 

this chapter. Unless otherwi~e provided in a contract or 

lease. the pro rata share of any royalty o~ner or ~wners 

will be deducted from any settfe~nts under said lease or 

leases or division of proceeds orders or other contracts." 

Section 2. Applicability. This act applies to crude 

oil produced on or after July lt 1981. 

-End-

-It- SB 356 
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SE~ATE BILL ~. 356 

liHRODUCED BY BLAYLOCK, FABREGA 

BY REOUEST OF THE OFFICE OF THE GOVERNOR 

A BILL FOR AN ACT ENTITlED: •AN At T TO A ME NO SECTION 

15-36-101• MCA• TO PROVIDE A SINGLE PERCENTAGE RATE OF S 1 

PERCENT TO BE USED IN COMPUTING THE SEVERANCE TAX ON 

PETROLEUM; PROVIDING AN APPLICABILITY DATE~ AN EFFE£TIVE 

OAT£.• 

BE IT H<ACTEO SY THE LEGISLATURE OF THE STATE OF MIJHTANA: 

Section 1. Section 1~36-101, MCA. is amended to read: 

•1->-36-101· Oefini·tions and rat.• of tax. (1) Every 

person engaging in ·or carrying on the business of producing 

petroleum• other Mine~at or crude oil, or natural gas within 

this state or engaginq in or carrying on the business of 

owninq, controlling. managing, leasinq, o~ operating within 

this state any well or wells fro• which any ••rchantable or 

~arketable pe~roleum. other •ineral or crude oilt or natural 

gas is extracted or produced $~fficient in quantity to 

justify the marketinq of the saae •ust, except as provided 

in 15-36-lZl• each year when engaged in or carrying on any 

such busjness in this state pay to the department of revenue 

for the exclusive use and benefit of the state of Montana a 

severance ~ax computed at the following rates: 
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tal ~·¥¥--ef-~he-f+~~~-•6•898-of-~he-~~~-~reas-v~ 

oF-at•-~e-petre+~m-enG-~h~a+fter~-•~-erude-et+-p~dueed 

hy-~ueft-per~e~~?o.--eaeh--+•~e--e~--eee~--•eese--w~~ft--a 

Hrri-t-i .. e<l-pt"--ty-f..--the-ee~-r-q .... r-ter-t" 

1"1>t--~•6S. S. 3"> of the total gros.s value of ~

pt,...Uett-of all the Pf'--of ~.D!.l$!11! and gtt!er ..;~ 

g!.._S.!.y_~_gi!-'!!.~~~_!u such pe~son f.-ORt each lea5e or eaett. 

1-ee~e-ri~~-a-unftir-e.t-pt"e'pert:y-+n-eee:tt-ee+efteh!tr-.-.-.er-i-ft 

ex-ee~s-ef-~he-f-i¥fl46-r88&-ef-~h~~e-l--gt"M.,:--ye+ue- ynit·; 

but 10 deteraining the a.aunt of such tax there shvll be 

excluded from consideration·all petrOleua or other crude or 

•ineral oil produced and used by such pe~son during such 

year in connecti-on- with his operations in pf'ospecting fof',. 

developing,. and pf'oducing such petroleua or crude or winef'al 

oil; 

tetl~ iTbS• 3~ of the total gross value of natural 

gas produced from each lease or unit; but in detef'•ining the 

amount of such tax there shall be excluded fr-

consideration all qas produced and used br such person 

during such year in connection with his operations in 

prospecting for. developing~ and producing such gas or 

petroleu• or crude or •ineral oil; and there shall also be 

excluded fro• consideration all qas recycled or reinjected 

into the ground a 

CZ) Nothing in this part •ay be construed as requiring 
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lab-orers or -ployees hired or e11ployed by any person to 

drill any oil well or to work in or about any ol. I well or 

prospect or explore for or do any work for the purpose of 

de'¥eloping any p-e'tro1eUM or other •ineral or crude oi 1 to 

pay such severa-nce taJC, nor •av any wo.-k done or the 

drilli-ng of' any wel 1 or wel 15 for the purpose of prospecting 

or exploring for petroleu. or other •inerat or crude oils or 

for the purpose of developing $ame be considered to be the 

engaging in ·or carrying on· of any such business. If., in the 

do-ing of any such work., in the drilling of any oil well• or 

in such proSp4Ktin<J• expl«W"in<Jt or develop4Mnt workt any 

••rchantable or .arketab1e pet.roleu• or other •ineral or 

crude oil in excess of the quantity required by such persOA 

for carrying on such operation is produced sufficient in 

quantity to ju~tify the •arke~ing of the sa.e, such vork, 

dri-ll·ing. prospecting• explo-ri ng• or de-velopCDent work is 

considered to be the engaging in and carrying on of such 

busine~s Nithin this state within ~he meaning of this 

sect. ion. 

t3t--f'o~pos..-ei'-e...,.H+ttor _____ ..,. __ .. ...,...,;;7on<o 

t»t'&t----tttt!>t--elt-.or--he...-e __ ..,.ri_~-+eeses 

23 ._,_ ___ --n..,.....'t:t-e~fl9"+11-pt'e<l .. fl-tett .. 

Zit f'l't'ill Every pers- ·required to pay SU£h tax hereun<h>r 

25 shaH pay the sa- in full for his own account and tor the 
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account. of each of the other owner or owners of the gross 

proceeds in value or in kind of all the marketable petroleum 

or other •ineral or crude oil or naturctl gas extracted and 

produced .. includi·Ag owner or owners of working tnt:erest9 

royalty intere-st, over-ridinq royalty interest, carried 

working interest .. net proceeds interest., production 

payments, and all Other interest or interests owned or 

carved out of the total gross proceeds i~ value or in kind 

of such extracted aarlretable petroJeu• or other •ineraJ or 

crud-e oil or natural gas,.. except: that any of the afore!.aid 

interests that are owned by- the fe-deral• state, county. or 

municipal govern~ts shall be exeMpt fro• taxation under 

this chapter. Unless otherwise provided in a contract or 

lease. the pro rata- share of anr royalty owner or owners 

will be deducted fro• any set~le~nts under said lease or 

teases or division of proeeeds orders or other contracts.• 

Section 2. Appli·ca.bilit:.y. This act applies to crude 

oil produced on or after ~u1r 1, 1981· 

~EtTION_3. EFFECTIVE OATEo~~!l_!~ IS EFFECTIVE 0~ 

fAS~AGE AND APP~DVAL DF SENATE BILL 209• 

-End-

-It- SB 356 



47th Legtslatu~e SB 0356/04 SB 0356/04 

2 

3 

4 

5 

6 

6 

q 

LO 

11 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SENATE BILL NO. 356 

INTRODUCED BY 8LAYLOCK 1 FABREGA 

oV REQUEST OF THE OFFICE OF THE GOVERNOR 

A BILl FOR AN ACT ENTITLED: "AN ACT TO AMEND SECTION 

15-36-101• MCA, TO PROVIDE A SINGLE PERCENTAGE RATE OF ~ z i 
PERCENT TU BE USED IN COMPUTING THE SEVERANCE TAX ON 

PETROLEUM C01b£~!~Q_Q~E1~~f!~CA1_!~~E2_19!£~Q_!2~~~Q__2 

~ERCE~-_!~-~~-~§Q__~-~Q~PU~§ _ _!~£__2EV~~~~f__!~!_Q~ 

~£!~Qbf~~£Q~LE£!IQ_TH£~§~ER; PROVIDING AN APPL!CA~!LlfY 

DATE ANQ_~~§QIAT~-~Et!~!!Y£_~!£•" 

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

Sect1on t. Section 15-36-101. HCA, is amended to ~ead: 

"15-36-101. Definitions dnd ~ate of tax. (1) Every 

person engaglng in or carrying on the business of producing 

petroleum• other mineral o~ crude oil, or natural gas within 

this state o~ engaging in or carrying on the business of 

owning, controlling, managing• leasinq, or ope~ating ~ithin 

this state any well or wells from which any merchantable or 

mark~tabl~ petroleum~ other mineral o~ crude oi 1~ or natural 

gas is extracted or produced sufficient in quantity to 

JUSttfy the market1ng of the same MUSt9 except as provided 

in 1S-36-1ll, 2ach year ~hen ~ngag~d in or carrying on any 

such business tn this state pay to the depart~nt of r~venue 
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for the eKclusive use and benefit of the state of Montana a 

severance tax computed at the following rates: 

(o) ~~i,-of-t~e-ftr~t-~6y868-o~-tfte-tetet-g~o~~--•e+~e 

e~-e++-the-~~~~o+edm-end-ether-m~er~+-e~-er~de-ett-pre~deed 

ey--~~eh--per~6"--fre~-e~eh--+ea~--e~--each-te~~e-w~~"+~-e 

~~f~t~ed-~o~er~y-~"-~he-ee+end~r-~~erter~ 

tbt--~.6~' ~- ~~ ~~ of the total gross value of ~~e~ 

pmo-<t:*e"-e+ all the -pr8dt!tet+O""-ef eg_!:r.ol~.!:!!!!_and 2~.!!!.!!~ 

gr_~r.~~~-Q~!_Q[Qdu~~g-~ such pPrson from each lease or e~eh 

+ee~e-•tt"tft-e-tin~tt~ed-~repe~~y-~"-ese"-ea+e"e~r-~~~~ter-~" 

e~ee~~--8+-~~e-+~r~~-~o~eee-e~-t~-te~d+-~ro~~-•e+ue ~iS ON 

~-tfl~~-AP~!k_l~_l~~!~_ANO_Q~~~§FOR~~~~f~_2!L_!~~1~~Q 

g_.QF THL!QTAL_J!EQ~.\!~.!J!LQLHL!!JL~§!RO!,E\!~--~QTHER 

MIN§~~h_Q~~UD£_Q!b-~~QQUC~~1~UC~£~Q~_f~Q~~f~EASE 

QE_-~~!l __ !~ER£~ETE~i but in determining the dmount of such 

tax there shall be excluded from consideration all petroleum 

or other crude or mineral oil produced and used by such 

p~rson during such year in connection with his operatiOns i.n 

prospecting fo~• developing, and producing 5UCh petrol~um or 

c~ude or m1neral otl; 

tct!Ql ~·65' 3' ~~~~! of the total gross value of 

n.atu~al gas produced from each lease or unit; but in 

d@termlning the amount of such tax the~e shall be excluded 

from consideration all gas produced and used by such pPrson 

durinq such year 10 connection with his operations 1n 

-2- SB 356 
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SB 0356/04 

prospecting for. developing. and producing such gas or 

petroleu~ or crude or mineral oil; and there shall also oe 

excluded from consideration all ga$ recycled or reinjected 

&nto the ground. 

(2) Nothing in this part may be construea as requiring 

laborers or employees hired or employed by any per~on to 

drill any oil well or to work in or about any oil well or 

prospect or explore for or do any work for the purpose of 

developing any pet,..oleulfl or other mineral or crude oi 1 to 

pay such severance tax, nor may any work done or the 

drilling of any well or wells for the purpose of prospecting 

or exploring for petroleum or other ~lneral or crude oils or 

for the purpose of developing same be consadered to be the 

engaging an or carrying on of any such business. If• in the 

doing of any such work• in the drilling of any oil well• or 

tn ~uch prospecting. exploring, or development work• any 

merchantable or marketable petroleum or other mtnerdt or 

crude oil in excess of the quantity required by such person 

for carrying on such operation is produced sufficient tn 

quantity to justify the marketing of the same. such work. 

drilling. prospecting. exploring• or development work is 

considered to be the engaging in and carrying on of such 

business within this state within the meantnq of this 

section. 

t~t--Fer--~~~~e~e~--e~-eomp~t~n~-t~e-tex-t"-~~b~ee~~o"~ 
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SB 035 6/04 

1ittet-~"d-tltfbt-abeve~-+ee~e--e~~t--+ne+~ee~--e++--+e~~e~ 

eent~teutTn~--to--the--untttzed--eree--w+th+n--a-un+t-er-e~~ 

~~~et~--~~~~~-~-u~Tt-~e~t~~+pe~T~-~n-predue~~on• 

t~t!ll Every person required to pay such tax hereunder 

shall p~y the same in full for his own account and for the 

account of each of th~ other ownPr or owners of the gross 

proceeds in ¥a1ue or in kind of all the marketable petroleum 

or other mineral or crude oil or natural ~a5 extrdcted and 

produced, including owner or 

royalty interest• overriding 

owners of workinq 

royalty interest., 

int..:-rest. 

carried 

working interest. net 

payments. and gll other 

carved out of the total 

proceeds inter~st• production 

interest or interests owned or 

gross proceeds in value or in kind 

of such extracted marketable petroleum or other mineral or 

crude 01l or natural gas. except tnat any of the aforPsaid 

interests that a.-e owned by the federal. state, county.. or 

municipal governments shall be exempt from taxatton under 

this chapter. Unless otherwise provided in a contract or 

lease., the pro rata share of any royalty owner or owners 

will b~ deducted from any settlements under Sdid leasP or 

leases or division of proceeds orders or other contrdcts .. " 

Section 2. Applicability. This act applie~ to crude 

oil produced on or after ~~+y-+ ~!h-1• 1981. 

~£CT!Q~-t~ __ IH~£Q!~!f__EFFECTI~£--QATE. ___ !~~~ 

£f££fTlV£_Q~~~SAGE_~~D AP~~OV~h_Q~~£~AT£_Bill 200. 
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~f~TIQ~_4. __ SEY5RAB!h!!~-1!1-IF A_f~~!_Qf_!~!~_!£!_12 

2 ~Y~blQ~_!bb-Y!b!Q_£ARTS_TH~!-~~f_jfVER~Bl£_FRQ~ THE_!~Y~blQ 

3 ~AK!_B!~AIN_!~fFFf~~-!f_~-~~B!_Qf_!~!~ ACT_IS_ !NYAL!Q_~ 

4 QNE __ Q!!_-':'.Q~£_Qf_!!_M£_!,1CA!IDN~uJ::I£_f~RT R~!NS l!:!Jflli! 

5 !!L~bL_\!.!blQ_~llili£1~~--lli~-T -~RE __ llif!W!bL_f!!.~--llif 

0 INV~blD_APPbiCAIIDN.h 

7 1£l __ !f ___ AfPL!~AT!Q~Qf_!J::ff_jfVEB~NC£_~-~!f_!~fOSfQ 

B ~!_!~!~_AC!_~Q!h_fBQQYCED_PR!O~Q_!~f_ffffCT!VE __ DATf __ OF 

9 TH!i _ _!~!__!~_EOUNO_TO_~L!!:!VAb!~!HE_~EVER~!:!£~_!AX_!~fQiED 

10 [!_!~!~-~J __ •££blf~ __ !Q__Q!b __ PROQUCED __ ON _ _Q!!, __ ~f!f!!. __ !HE 

11 EFff£!!Yf_Q~TE_Qf_!J::f!~-~fT. 

-End-
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House amendments to Senate Bill 356 
April 21, 1981 

1. Title, line 6. 
Following: "5" 
Strike: "3" 
Insert: "S" 

2. Title, line g. 
Following: "PETROLEUM" 
Insert: "COLLECTED DURING FISCAL YEARS 1982 AND 1983 AND 6 PERCENT 

TO BE USED IN COMPUTING THE SEVERANCE TAX ON PETROLEUM COLLECTED 
THEREAFTER" 

Following: "AND AN" 
Insert: "IMMEDIATE" 

3. Page 2, line 5. 
Following: "5%" 
Strike: "3%" 
Insert: "5%" 

4. Page 2, line 9. 
Following: "unit" 
Insert: "on crafter April 1, 1981, and on or before March 31, 1983, 

and 6% of the total gross value of all the petroleum and other 
mineral or crude oil produced by such person from each lease or 
unit thereafter" 

5. Page 2, line 16. 
Following: "%":"65%" 
Strike: "3%" 
Insert: "2.65%" 

6. Page 4, line 18. 
Following: "after" 
Strike: "July 1" 
Insert: "April 1" 

7. Page 4, line 19. 
Following: "3." 
Insert: "IMMEDIATE" 

8. Page 4. 
Following: line 20 
Insert: "Section 4. Severability. (1) If a part of this act is 

invalid, all valid parts that are severable from the invalid part 
remain in effect. If a part of this act is invalid in one or more 
of its applications, tne part remains in effect in all valid ap
plications that are severable from the invalid applications. 

(2) If application of the severance tax rate imposed by this 
act on oil produced prior to the effective date of this act is 
found to be invalid, the severanc'e tax imposed by this act applies 
to oil produced on or after the effective date of this act." 


