
SENATE BILL NO. 360 

Introduced: 02/04/83 

Referred to Committee on Taxation: 02/04/83 
Hearing: 2/15/83 
Report: 02/26/83, Do Not Pass. Report Adopted. 

Motion to Reconsider Action: 3/1/83 

Rereferred to Committee on Taxation: 3/1/83 
Died in Committee. 
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J~-ILL NO. _2~ 
I'ITRQ~;JCtD j..Y .-~ -~-'=ALLk-¥-

{6·0ce-'r1...L---- t __ , ,.) _: r-,_ • -

A BILe •OR AN ACT E~TITLED: "AN ACT ALLOWI~G SURFACE OWNERS 

TO OBTAIN DORMANT AND U'ICLAI~ED SEVERED MINERAL INTERESTS; 

RFCUI<ING THE FILING AND ANNUAL REGISTRATION OF SEVEHO 

MINfRt.L l~TER~STS ANU PAYMENl OF A FEE T~ERcFOR; PRO-IOING 

H1R EXC~PTIONS TO THE REQUIRE>1ENT FOR PAYMENT OF 

REGISTRATION FFES; PRDVIDING FOR ADVERSE POSSESSION OF 

0~F!LFJ AND U'IREGISTEREO MINEPAL INTER~STS; A60LISHING THE 

TAX 0~ THE RIGHT OF ENTRY; AMENDING S~CTIONS 15-b-131, 

15-6-ZOlt 15-8-111., 10-19-411., AUO 70-LB-109., HCA." 

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

1L~_Sftl10~& Section 1. Severed mineral inter~sts 

1~gislative findings and declaration of puroose. (1) The 

l~glslature finds that the creation of severed mineral 

interests has been a frequent occu~rence throughout the 

history of this state. The legislature further finds that 

b~='CfHJSe of the increasi nq freq<Jency ')f the crention of 

:»evereo ~niner:~l interests., the ownership of severed mineral 

inter~sts throuqhout the state is becoming more obscured an~ 

fr~ctionalized with the passaqe of time. This obscure and 

fractionalizad onnership often makes it difficult to 

identify and locate the owners cf severed mineral interests., 
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thus i~pairing the development of this state's mineral 

deposits in a period of i ncreasi nq demand f'or the 

d~v~lopment of new mineral sources. The legislature further 

finds that the owners of severed mineral interests oo not 

now contribute revenue to the costs of legal recognition of 

severP-d mineral interests or toward the general operatinq 

costs ~f government. 

(2) The purpose of [sections through 5] is to 

identify and c·larify the ownership of severed mineral 

interests, to levy a fee on the privilege of maintaining a 

severed mineral interest separate from the ~urface 

inter~sts, and to provide for vestinq title to dormant and 

unclai~ed mineral interests in the owner of the surface 

which overlies the miner~l interests. 

~E~-SECllO~a Section 2. Severed mineral interest to 

bP. filed and regist~red annually. (1) Any person claiming to 

own a -:.evered mineral interest must file the interest., on a 

form ornvided ~y the county for that purposey with the 

cl~rk and recorder of the county in which the land overlying 

the s?vered mineral interest claimed is situated. fhe form 

~ust ha made available by the coun~y clerk ~nd recorder upon 

r~quest and mu~t include: 

(a) the name and 3ddress of the owner of the severed 

l!lineral int~re5t; 

{D) the numh~r of mineral acres owned in that countyi 
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tc) a leCJal description of each mineral interest and 

the fractiondl o~nership claimed In each parceli and 

(d) a description of the instrument, includinq the 

book and paqe of the index where the instrum~nt may b~ 

located, by which the mineral interest was severed fro~ the 

surface and the chain of title owners of the Interest 

t~rouqh which the person filing the form claims oNnership. 

(lJ Except as provided in [section 3]• every owner of 

a sevE-red mine,-al interest, except the state of 1'4ontanat 

shall pay to the county clerk and recorder an annual 

registration fee of 25 cents per mineral acre, with a 

minimum annual fee of SlO• in sach county in which a mineral 

interest is claimed. The annual fee must be paid on or 

before Jul~ lO of each year. 

(3) The county clerk and recorder shall keep a record 

of all fees paid and by who~ paid. If the mineral interest 

has been filed, annual registration fees not paid are 

considered delin~uent. The owner of a severed mineral 

int@r~st may pay delinquent fees at any ti~e. 

C4) The filinq and annual re9istration fees collected 

pursuan~ to this section must be deposited to th@ credit of 

the general fund of the county In ~ich they were collected. 

~tW_Sftilw~a Section 3. Limitation on annual 

rPqistration fees. Any person owning a mineral interest on 

Octob~r 1, 1983, who files that i~terest in accordance with 

-3-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1Z 

13 

14 

15 

16 

17 

18 

19 

zo 

21 

22 

23 

.l4 

25 

LC 022~/01 

(section 2] before October 1, 199~, and at the time of 

fit ina oays a one-time fee of 50 cents per mineral acre, is 

forev~r exempt from payment of the annual reqistration tee. 

Ho~ever, no one person may claim an exemption under this 

section for any interest in excess of 20,000 mineral acres 

in the entire state. If a person owns more than £0,000 

mineral acres. he ~ay choose the mineral acres to which the 

exemption will apply. The mineral acres e~empted or to be 

e~empted under this section must be desiqnated by the owner 

of th~se acres on a form orovided fer that purpose hy the 

depar~~ent of revenue and filed with the clerk and recorder 

of the county in which the acres are located and with the 

depart~ent of revenue. An exemption claimed for any dCreage 

exceeding that allowed by this section ~ust be disallowed by 

the ~eoartment, which shall inform the owner and the 

appropriate co~nty clerk and recorder of sucn disallow3nce. 

~~~-SftilO~a Section ~. County not required to 

determine ownership of severed mineral interests f i 1 i nq 

oy surface ow~er. A county is not required to conduct a 

title search to determine the owner of a severed mineral 

interest for any tract of land within the county. If no 

perso1 has filed a severed mineral interest as required by 

(s~ction 2] oy October 1~ 1988, or 5 years prior to the 

filino by the surface owner under [section 5]• the surface 

owner ~ay pay the annual registration fee for the past ~ 

-4-
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yPars and mu~t file a notice setting forth as much 

infornation concerning the chain of title and current 

o~ner5~ip as a diligent title search and reasonably thorough 

&~~rch for lost or missing heirs or owners would produce. 

The ~~arch or searches may not be conducted at the expense 

of the county and may not be charged to the owner of the 

s~vered mineral interests. 

~~~-S~CllU~a Section 5. Adverse possession of d 

sP.v-ered ftll neral interest. (1) Adverse possession of a 

severed 

directly 

mineral interest ~ay be established by ownership, 

or throu~h proper conveyance, of the surface 

overlying the mineral interest for 5 yP.ars continuously 

after Qctober 1 9 19~3t if the owner of the severed mine~al 

int~r?st has not: 

filed the mine~al interest pursuant to (section ( d J 

21; or 

(b) p~id the annual registration fee or reqistered the 

interest and acreage pursuant to [section 2 or 3] ~ithin the 

5-y~ar period and the ~urface owner has: 

{ i J f i 1 ed the notice of severed mineral interest 

orovideM ln [section 4); and 

Ci i) paid the annual registration fee for the 5 years 

neKt oreceding the filing of an actio~ for adverse 

o~sse~sion. 

(2) Ownership of the surface is ~ctual, feasible, 

-5-

2 

3 

4 

5 

6 

7 

A 

q 

10 

11 

12 

13 

14 

15 

16 

17 

18 

1Q 

20 

21 

2Z 

23 

24 

2~ 

LC 0224/01 

exclusive, hostile, and continuous possession of the severed 

mineral interest if the severed mineral interest has not 

been recorded pursuant to (section 2 or 3] or if the annual 

registration fee has teen paid or reoistration statement 

pursuant to [section Z or 3] ha~ been filed oy the surface 

owner rather than by the owner of the severed mineral 

inter~ st. 

(3) The provisions of Title 70, chapter 19 9 part 4• 

apply to ~claim of adverse ~ossession of a ~evered mineral 

inter~ st. 

(4) An action for quietinq title to a severed mineral 

inter?st ~ay be brought under the provis•ons of Title 70 9 

c~apt~r 23. 

-:."ectioo 6. Section lS-6-lllt MCA., is amended to read: 

"15-&-131. Class one property -- descri?tion 

taxabl~ percent3ge. {1) cl~ss one property includ~s• 

~et--~~e--~+~h~--e~--e"try--~he~--+s--e--~re&erty-r+~ht 

re~~r•ed-+~-+ft"d-er-ree~+wed-~y-Me~"e-~~"~ey~"ee--te~e+~~T•~ 

o+-~~e~@h~+d-T"~e~e~~~t•-de•+~~y-er-~~eee~~+e"-ta-e"te~-+e"d 

w~e~e-~~~~eee-~+~+e-+~-"e~~-&y-e"~~~e~-~e--.~~~e~e·-~~e§~ee~. 

er-d~-fer-e~l•-9~~T-~ea+.-er-~+"ere+~~-~"~ 

t"t the annual n~t p~oce~ds of all mines and mininq 

cl ai 1'!!'5 except coal .o::~nd metal mines. 

(l) Class one property is taxed ~~-~e+tow~• 

t~t--P~eo~rtT-~e~e~t~ed-+"-~~b~eet+o"-ttttet--+~--t~w@d 
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e~-+e~•-o~-+ts-ma~ket-Y8+uey-8~-dete~m~"~d-by-the-de~e~~Me"~ 

of-re•en~e. 

tet--Proeerty--de~er?&ed--+n-~ubseet+on-ttttbt-+~-~e~ed 

at 100% of its annual net proceeds attar deducting the 

expenses specified and ~llowed by 1S-23-503.H 

Section 1. 

"15-6-201. 

Section 15-6-20lt MCA, is dmended tn re~o: 

Exempt categories. ( 11 The following 

categ~'ries of property are exempt from taxation: 

(~) the property of: 

(i) the United States, the state, counti•s, cities, 

towns. school distri~ts; 

(i I) irrigation districts or9anized under the laws of 

Montana and not operating for profit; 

(iii) •unicipal corporations; and 

(iv) public libraries; 

fbt buildings. with land they occupy and furnishings 

therein, owned by a church and 

worship or for rP.sidences of 

used 

the 

for actual religious 

cl~rqy, toqether with 

adjac~nt land r@asonably necessary for convenient use of 

such buildings; 

(c) property used eKclusively for agricultural and 

horti~ultural societies. for educational purposes, and for 

hospi~als; 

(d) prooertv that meets the following conditions: 

(i) is owned and held by any association or 
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corpordtion organized under Title JS, c~apter 2 9 ~, 20. or 

21; 

(ii) is d~voted ~xclusively to use in connection with a 

C""rnet~ry or cemeteries for which a permanent care and 

i~oro~ement fund has been established as provided for in 

Title 35, chaoter 20, part 3i and 

riiiJ is not maintained and 

corporate profit; 

opPrated for ~rivate or 

(e) institutions of purely public chdrity; 

(f) evidence of debt secured by mortga9es of record 

upon real or oersonal property in the state of Montana; 

(q) public art galleries and public observatories not 

used or held for private or corporate profit; 

fh) all household goods and furniture• including but 

not limited to clocks, musical in5truments 9 sewinq machines. 

and •oJear i nq dppare 1. of members of thE> fami 1 Y• used by the 

own@r for personal and domestic purposes or 

or eq~ipplnq the famllt residence; 

for furn i shinr.: 

(i) a truck canopy cover or topper weiqhinq less than 

300 pounds and having no accommodations attached. Such 

property is also exempt from the fee in lieu ~f tax. 

(j) ~ bicycle, as defined in 61-l-!23• used oy the 

owner for personal transportation purposes; e~d 

(k) automobiles and trucks having a rated capacity of 

three-quarters of .) ton or 1 essw.i,_aQQ 
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Lll __ tbe-_Ligbt__ot __ eotL¥--tbAt __ l~--a--RL~e~~nt 

Le~eL~ad_ln_lao~_aL-~~ei~d-bx-me~-~gOKe¥ao~e--L~~~~ 

gt_le~•~02ld-loteLe~~~-d~i~eL-gL-~u~~eiil20-tO-~L-lanU 

~~g~e--~ULta~e __ title __ i~beld_bx_ao2tbeL-fDL_tne_~~e_gL 

~K~lgLiOQL-DLQiDe~tiOQL_QL_diQgio~QL_QilL __ ga~~lL--DL 

WlDBLelia 

(2) (a) The term "institutions of purely public 

charity• includes organizations owninq and operating 

faci-lities for the care of ~he retired or aged or 

chronically ill• which are not opera~ed for gain or profit. 

(b) The terms •public art galleries• and •public 

obseriatories• include only those art galleries •n~ 

observatories, whether of public or private ownershiP• that 

are ooen to the public without charge at all reasondble 

hour~ and are used for the purpose of ertucation only. 

(3) The following portions of the appraised value of a 

Ci1p ita I inv~~tmPnt made after Januory l• lq79. in a 

r~c~qnized ~onfossil form of enerqy generation. as defined 

in l~-3l-102• a~e e~empt fro~ ta~Jtion for a period of 10 

y€ars followinq i~st~llation of the property: 

fa) $2~.000 in the case of a single fa~1ily residential 

dHellinqi 

(b) stoc.ooo in the case of a multif1mily reside~tial 

dwellino or a nonresjdential structure." 

s~ction e. Section IS-8-111• MCA, is amended to read: 
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"15-8-111. Assess~ent market value standard 

~xce;;tions. (1) All taxable property must be assessed at 

100% of its market value e~cept as provided in subsection 

(5) of this section and in 15-7-111 through 15-7-114. 

( 2) (a) Market value is the value at which property 

waul e1 change ha..,ds between a wIll i n9 buyer and a w i 11 i ng 

selle'f".- neither bein<? under any compulsion to buy or to sell 

and o~th having reasonable kno~ledge of relevant facts. 

(b) The ~arket value of all motor trucks; aqricultural 

tocls, im~lements. and machinery; and vehicles of all kinds. 

including but not limited to motorcycles• aircraft. and 

boats and all "atercraft, is the ave~age wholesale value 

shown in national appraisal ~uid~s and manuals or tne value 

of th~ vehicle before reconditioninq and profit margin. The 

d~p3rtment of revenue shall preoare valuation schedules 

showinQ the average whole5ale value when no 

aopraisal guide exists. 

national 

{3) The deoartment of revenue or its agents may not 

arlopt a lower or different standard of Ydlue from marke't. 

value i~ making the official assess~ent and ~ppraisal of the 

value of pronerty in subsection (lJ(a) of 15-6-131 and 

lS-6-134 thro~nn 15-6-140. For o~rposes of tax:3t ion. 

~~ses~~d v~lue is the samP as ap~rdised v~lue. 

(4) The t~xabl~ value for all property in ~ttb~~e~•e" 

t+tt~~tt-of-·p;-6-i:3-J:o-e"t! cl;;~sses four thr•>uqh eleven is the 

-10-
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percentage of market value established for P.ach class of 

property In subsection f2)(a) of 15-6-131 and 15-6-134 

th~ou~h 15-6-141. 

(5) The assessed value of properties in subsectio~ 

(111bl of 15-6-131, 15-6-132, and 15-6-133 is as follows: 

(a) Properties in subsection (l)(b) of 15-6-131• under 

class ~ne• ar~ assessed at 10~~ of the annual net proceeds 

after deductinq the expenses specified and allowed by 

15-23-503. 

(b) ProPerties in 1 '5-6-132 under c 1 ass two are 

assessed at 100% of the annual gross proceeds• 

(c) Properties in 15-6-133, under class three. are 

assessed at lOOt of the productive capacity of the lands 

when valued for agrIcultural purposes. All 1 ands that meet 

the q~alifications of 15-7-202 are valued as aqricultural 

lnnds for tax purposes. 

(6) Land and the improvements thereon are separately 

ass~ssed when any of the following conditions occur: 

(a J ownershiP- of the i morovements is different frowt 

ownership of the land; 

fh) the taxpayer makes a written requesti or 

(c) the land is outside an incorporated city or town. 

(7) Tt'le taxable value of all property in subsection 

(l)(D) of 15-6-131 and classes two and three is the 

percentage of assessed value established in 15-6-131(2)(b)• 
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15-6-132, and 15-6-133 for ~ach class ot propertY•" 

Section 9. Section 70-19-4Llt MCA 7 is amended t0 read: 

"70-19-411. Occupancv and payment of taxes necessary 

to prove adverse possession. lll In no case ~~e~~ mQ~ 

arlverse ~e~~es~~e"~ QQ~~~~~n be eo"~?d~~~d established 

unrler this code unless tt s~e+t-b@ l~ shown that the land 

has ~een occupied and claimed for a period of ~ years 

contin~ously and the party or persons, their predecessors, 

and qrantors ~ave during such p~riod ?~id all the taxes, 

state• county, or municipal• wft+eh tba1 have been legally 

levied and ~ssessed upon sft+d tOe l~nd. 

LZ!--l-~laimaot __ uone~--~~~tign_~J-ueea_~_na~~ia 

ta~e~-DD-tD~-Eioet~l~l2_e~tAn1 lsh adxet~_po~~~Lgn__Q£__a 

~e~e~~d-mioe~al_iatec~.· 

~ection 10. Se~tion 70-28-109• ~C*• is amended to 

read: 

~70-28-109. Who bound by judq~ent. 111 Every person 

made a defendant to such action by name and every unknown 

claim~nt or possihle claimant upon whom service nas been 

made by publication, in accordance with Rule 4t "·R·Civ.P., 

~no w,o has not app~ared in such action shall be bound by 

the judgment or decree entered in such ~ction~ subject to 

the right of anv such defendants to apply for relief in any 

manner provided by the statutes applicable to the case of a 

defaulting defendant served only by publication. 

-12-
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1Zl--~itbiu_DU-da¥s_aftec-~c~~e_ut__uuti~e--tg__uamed 

~ defeodaots __ QL_~itbin-QU_da¥S-afLet-tbe-fics~llLAtiQQ_gf 

3 tne_summQos_~itb-c~Ld_tQ_QeC~DS-s~¥ed-b¥-~bl~~iDD-Qt 

4 ~itbiu_a_ceasooable-~ciod-ocioL-tD-fiual--lud~eot-_as__tbe 

~ ~~uct __ ~a¥--allD~£--a __ oecsun-_o~iDg __ a~laimiDD-a-mioecal 

6 iotecest_tu-~bicb-olaiotiff __ bas __ ~ommeoced __ a_-QYi~tle 

7 actiao __ ma¥--aooeae-_aod_make_biwself_a_0act¥-tD-tbe-~~ 

" lo_ocdec_to_aefeat __ tne __ a~tion£__tbe __ defeodaot __ oe2d__onl¥ 

q aooear __ aoa_oreseot_exiaeo~e-2f_bis_o~ecsbin-of-taa-mLDeca1 

10 iotecest_iu_Question-aod_exideu~-tbat_tne__fees~~-_aeeu 

11 oai~--DL--itatemeot _ _cequiced--~-~~ectiau_z_DL-ll-bas_beeo 

12 tileas 

13 ijl--lf-tbe_ulaiotiff_nas_oaia __ tbe__tees--~uiced--b¥ 

14 ~se~tLoo __ ZJ.-tbe-deteoaant-must_ceimbucse_tne_ulaintiff_foc 

l' tbe-fees_oaid-~-iatet~t_at_tne_cate_Qi_l~~L-¥eaL&" 

L~ ~E~_SftilO~a Section 11· Severabili~y. If a part of 

11 thi~ ~ct is invalid• all valid parts that are severable fro~ 

18 the i~~alid part remain in effect. If a part of this act is 

19 invalid in one or more of its applications, the part remains 

20 in eff~ct in all v~lid applications that are seve~able from 

21 the i,valid applications. 

-E:nd-
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STATE OF MONTANA 
REQUEST NO. 

340- 83 

FISCAL NOTE 

Form BD-15 

n compliance with a written request received --=F-=e-=b-=r.;:.u;::a:;;_ry,__7;....,,___, 19 ~,there is hereby submitted a Fiscal Note 
or __ S_e_n_a_t_e__:.B_i_l_l_;:.3_6_0 ____ pursuant to Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA). 

3ackground 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: 

Senate Bill 360 allows surface owners to obtain dormant and unclaimed severed mineral 
interests; requires the filing and annual registration of severed mineral interests 
and payment of a fee therefore; provides for exceptions to the requirement for 
payment of registration fees; provides for adverse possession of unfiled and unregistered 
~i~eral interests; and abolishes the tax on the right of entry. 

hSSUMPTIONS: 

1) Approximately 2,428,000 acres are under reserve right-of-entry, as reported by 
county assessors for FY 82, and the assessed value of this property is approximately 
$.66 per acre. 

:l) The proposed law requires "every owner of a severed mineral interest" to pay an 
annual registration fee, Tbe number of owners of severed mineral interests is 
net known. 

3) The average county levy is 220.58 mills. 

FISCAL IMPACT: 

University System Levy 
Under C11rrent taw 
Under Proposed Law 
Estimated Decrease 

So::h0oJ. Foundation Levy 
Under Current Law 
Under Proposed Law 
Estimated Decrease 

TOTAL REVENUE 
Under Current Law 
Under Pro~o~~J Law 
Estimated Decrease 

FY 84 

$ 9,598 
-o-

$ (9 1598) 

$ 63,988 
-o-

$ (63,988) 

$ 73,586 
-0-

$ (73,586) 

Continued 

FY 85 

$ 9,598 
-o-

$ (9,598) 

$ 63,988 
-o-

~ (63 1 988) 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: 2 ... \\- '??J 
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EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURES: 

Under Current Law 
Under Proposed Law 

COMMENT: 

FY 84 

$ 279,278 
Undetermined 

FY 85 

$ 279,278 
Undetermined 

County revenue probably would increase, but the size of the increase cannot be 
determined. 

FISCAL NOTE l2:S/2 


