
HOUSE BILL NO. 713 

Introduced: 02/10/83 

Referred to Committee on Taxation: 02/10/83 
Hearing: 3/1/83 
Report: 03/04/83, Do Not Pass 
Bill Killed: 03/07/83 
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~~Ak-~TLED: •AN AcT TD INCIIEASE THE NATURAL . 

GAS SEVERANCE TAX AND ALLOCATE THE INCREASE TO LDW-INCONE 

ENERGT ASSISTANCE AND WEATHERIZATION PROGRAMS; AMENDlNG 

SECTIONS 15-1-501 0 15-36-101• AND 15-3&-112• MCA; AND 

PROVIDING AN IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY 

DATE.• 

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

Section 1. Section 15-l-501• MCA. Is a.anded to read: 

•15-1-501. Disposition of •oneys fro• certain 

designated license and other taxes. (I) The state treasurer 

shall deposit to the credit of the state general fund all 

•oneys received by hiM fro• the collection of: 

(a) auto.obile driver•s license fees under subsections 

(1) through (&) of 61-5-111; 

(b) electric energy producar•s license taxes under 

chapter Sl; 

(C) •eta\li¥erous •ines license taxes under chapter 

31; 

(d) oll eR8-~ee •everance taxes allocated to the 

general fund under chapter 36; 

te) liquor license taxes under Title 1&; 
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LC IZH/01 

Cf) telephone Hcanse taxes under chapter 53J -d 

(g) Inheritance and estate taxes under Title 72• 

chapter 16. 

(2) Seventy-five percent of all .aneys receiYed f~o• 

the collection of incoae taxes under chapter 30 and 

corporation license and lnca.e taxes under chapter 31, 

except as provided In 15-31-702o shall be deposited In tha 

gene~al fund subject to the p~io~ pledge and app~oprlatlon 

of such income tax and corpora~ion license tax collections 

for the pay~nt of long-range building progra• bonds. The 

re•aining 25~ of the proceeds of the corporation· license 

taxo excluding that allocated to the counties under 

15-31-102, corporation incoee tax, and inco.e tax shall be 

deposited to the credit of the earaarked revenue fund for 

st~e equalization aid to the public schools of Montana. 

13) The state treasurer shall also deposit to the 

credit of the state general fund all -.uneys received by hi• 

fro• the collection of license taxes• fees, and •11 net 

revenues and receipts from all other sources under the 

operation of the Montana Alcoholic Beverage Code. 

(41 After makjng the allocatipn rtqujred in l§=36-ll2P 

the state treasurer shall deposit tbe remaining •oney 

cpJJected from the severance tax on natural gas lapgsftd in 

15=14:101 as follows: 

(a) 44% in the genoral fund: and 

-2- I H T R 0 D U C E D B I L L 
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Cbl 561 lp the ear•arktd reyftOYe fund fQr Y$1 in 

low=i ocowe energy as3i stnnce and M8fttherj zatign prggra•s-• 

Section 2. Section 15-36-101, KCAt is amended to read: 

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

person engaging in or carrying on the business of producing 

petroteu•• o~her •lneral or crude ollt or natural gas within 

th's state or engaging in or carrying on the business of 

owning, controlling, •anaglng, lea&lng, ~ operating within 

~his state any well or walls fro. whlcn any -.rchantable or 

•arketable petroleu., other aineral or crude oil, or natural 

gas is extracted or produced sufficient in quantity to 

justify the aarketlng of the sa.e .usto except as proVIded 

in 15-36-1Zlo each year when engaged In or carrying on any 

such business In this state pay to the dapartiMnt of revenue 

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

seve~ance tax c~ted at the following ratest 

(a) 51: of the total gross value of all the patroleu• 

and other •lneral or crude oil produced b~ such person fro• 

each lease or unit on or a~ter April 1• 1981, and on or 

before "arch 31, 1983o and 61: of the total gross value of 

all the petroleu• and other •lneraT or crude oil produced by 

5Uch person fro• each lease o~ unit thereaftera but in 

deter•inlng the a.ount of such taK there shall be excluded 

fro• consideration all petroleua or other crude or •lneral 

oil produced and used by such person during such year In 
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connection with his operations In prospecting 'forw 

developing, and producing such petroleu• or ·crude or •ineral 

oil; 

(b) ~~ a; of the total gross value of natural gas 

produced froa each lease or unit; but in deteratning the 

a.aunt of such tax there shall be excluded fro• 

consideration all gas produced and used by 

during such year In connection with his 

prospecting foro developing, and producing 

such person 

operations in 

such gas or 

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

excluded f'ro• considerat.lon all gas recycled or rei·njected 

into ~he ground. 

(2) Nothing In this part: •ay be construed as requiring 

laborers or a.ployees hired or ••ployed· by any person to 

drill any oil well or to work In or about any oil welt 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 •ay anr Nork done or the 

drilling of any well or wells for ~he purpose of prospecting 

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

for ~he purpose of developing sa.a be considered to be the 

engaging In or carrying on of any such business. lfo In the 

doing of any·such work• In the drilling of any oil wall• or 

in such prospecting, exploring, or dewelop.ent ~ork, any 

•erchantable or .. rketable petroleu• or other •lneral or 

_,._. 
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crude oil In excess of the quantity requlntd by suet> person 

~or carrying on such Operation is produced suf~icien~ in 

quantity to justify tile •arketing of the sa.e• suet> work• 

drilling, prospecting~ exploring9 or develo~nt 

considered to be the engaging In and carrying 

business within this state wltllln tile .eaning 

section. 

work is 

on of such 

of this 

(3) Every person required to pay such tax hereunder 

shall pay the same in full for his own account and for the 

account of each of the other oll!ner- or 0111ners of the gros.s 

proceeds In value or In kind of all the aarketable petroleu• 

or other alneral or crude oil or natural gas extracted and 

produced, 

royalty 

working 

including owner or 

interest, overriding 

owners of working interest, 

royalty Interest, carried 

interest, net proceeds interest. production 

payaents, and all other interest or interests owned or 

carved out of the total gross pro,eeds in value or tn kind 

of such extracted •arketable petroleu. or othe~ aineral or 

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

interests that are owned by the federal• state. county9 or 

municipal govern~nts shall be exe8Pt fro• taxation under 

this chapter. Unless otherwise provided in a contract or 

lease9 the pro rata share of any royalty owner or owners 

will be deducted fro• any settle.ants under said lease or 

leases or division of proceeds orders or other contracts.• 
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Section 3. Section 15-36-112• MCAo fs a.ended to read• 

•15-36-112. Disposition of oil and gas severance 

taxes. (1) Each year the depar~.ent o~ revenue shall 

deter•ine the a•ount of tax collected under this chapter 

fro• within each county. 

(2) The severance taxes collected under· this chapter 

are allocated as follows: 

(a) the aaounto If any. by which the tax collected 

fro• within a county for any fiscal year exceeds the total 

a~nt collected fro• Within ~hat county for the previous 

fiscal year. by reason of Increased production and not 

because of increase in or ell•lnatlon of federal price 

ceilings on oil and gas. Is ~llocated to the general fund of 

the county for distribution as provided In subsection (3)1 

(b) any a.ount not allocated to the county under 

subsection (Z)Ca) is 

proyjded in 15-1-501. 

(3) (a) The county treasu~er shall distribute the 

money received under this se~tion to the county and to all 

the incorporated cities and towns within the county in the 

following •anner. The county receives the available Noney 

multiplied by the ratJo of the rural population to the 

county population. Each incorporated municipality receives 

the available •oney •ultlplied by the ratio of the 

population of the Incorporated .,.nlclpa11ty to the county 

-&-
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1 population. The rural population Is that population of the 

z county living outside the boundaries of an incorporated 

3 •uniclpallty. Population shall be based on the eost recent 

4 figures as deterafned by the departMent of ad•Jnistration. 

S (bJ The •oney distributed under this subsection •ay be 

6 ased for any purpose as deter•ined by the governing body of 

7 the county, city, or town.• 

8 NfM §&CIJQN. Section •· Effective date 

9 applicability date. This act Is effective on passage and 

10 approwal and applies to natural gas produced on or after 

11 April 1• 1983. 

-End-

-1-



STATE OF MONTANA 400-83 
REQUEST NO.----

FISCAL NOTE 

Form BD·/5 

In compliance with a written request received February 15, , 19 __!!__,there is hereby submitted a Fiscal Note 

for House Bill 713 punuant to Title 5, Chepter 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: 

House Bill 713 increases the natural gas severance tax and allocates the increase to 
low-income energy assistance and weatherization programs; and provides an immediate 
effective date and an applicability date. 

ASSUMPTIONS: 

1) The Office of Budget and Program Planning's forecasts of natural gas severance 
tax collections provide the basis for comparison. 

FISCAL IMPACT: 

Revenue: 

Natural Gas Severance Tax 
Under Current Law 
Under Proposed Law 
Estimated Increase 

General Fund 
Under Current Law 
Under Proposed Law 
Estimated Decrease 

Distributions to Counties 
Under Current Law 
Under Proposed Law 
Estimated Increase 

Earmarked Revenue Fund for 
Energy Assistance 

Under Current Law 
Under Proposed Law 
Estimated Increase 

FY 84 

$ 3,425,644 
72756 2368 

$ 42330,713 

$ 3,083,000 

$ 
3 2071:433 

(11 567) 

$ 342,655 
775,839 

~ 433,184 

$ -o-· 
3,909,096 

$ 3,909,096 

Continued 

16 

FY 85 

$ 3,824,811 
81660 1137 

$ 41835 1326 

$ 3,442,000 
31429 1085 

$ (12 1915) 

$ 382,811 
8661761 

$ 483 1950 

$ -0-

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: L... - l '\ .... ~ 3 
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EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURES: 

The bill would increase distributions of natural gas severance tax revenues to 
producing counties by $433,184 and $483,950 in FY 84 and FY 85, respectively. 

FISCAL IMPACT 14:T/2 


