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IN THE SENATE 
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Fiscal Note requested. 

Fiscal Note returned. 

Committee recommend bill do 
pass. Report adopted. 

Bill printed and placed on 
members• desks. 

Second reading, do pass. 

Correctly engrossed. 

Third reading, passed. Ayes, 
47J Noes, 0. Transmitted to 
House. 

IN THE HOUSE 

Introduced and referred to 
Committee on Taxation. 

Committee recommend bill be 
concurred in. Report adopted. 

Second reading, concurred in. 

Third reading, concurred in. 

IN THE SENATE 

Returned to Senate. Sent to 
enrolling. 

Reported correctly enrolled. 
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INTRODUCED SY _.~~ 

A SILL FOR AN ACT ENTITLED: •AN ACT ALLOWING ONLY 70 

PERCENT OF THE WINDFALL PROFITS TAXES WITHHELD AND PAlO BY 

AN OPERATOR TO BE DEDUCTED IN CONPUTING NET PROCEEDS TAXES 

ON Oil AND GASI PROVIDING A METHOD TO ADJUST THE DEDUCTIBLE 

PERCENTAGE UPON REOUESTI PROVIDING LIMITATIONS; AHENOING 

SECTI1~S 15-23-603 AND 15-23-605, HCA; AND PROVIDING A 

RETROACTIVE APPLICABILITY DATE.• 

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

1~~-S~kilQ~a Section 1. AdjustMent of certain 

deductions -- when. (1) The depart•ant of revenue may adjust 

the percentage provided In 15-23-601 and 15-23-605 to 

reflect the actual excise taxes imposed by the United States 

gover,•ent on production. sale, or reaoval of natural gas 9 

petroleu•• or other crude or mineral oil whenever: 

(a) requested to do so by the taxpayer; or 

(b) the department deter~lnes that the percentage doe5 

not accurately reflect the actual excise taxes paid by the 

operator. 

(2) When the taxpayer requests under subsection (1) 

that the department adjust the percentage deduction allowed• 

the taxpayer must provide the data reasonably necessary for 
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the de?art•ent to aake a detar•inatlon under subsection (1). 

(3) Any adjust~nt sade under subsection 111 .ust be 

reflected in the net proceeds and royal~y values certified 

to the county In the taxable year following the year of the 

final determin~tion under subsection (1)• 

~~H-SE&IIQK& Section z, Future returns to reflect 

reduced deduction. (It Except as provided in subsection (2,, 

each taxpayer who files a return for 1983 production .ust 

reflect the reduced excise tax deduction pursuant to 

15-21-603 and 15-23-605 for the period between January l• 

1980, and {the effective date of this act] on the net 

procegds statement required under 15-23-602 in the first 

taxable year af~er the {e~Yective date of this act). 

(~) Either the taxpayer o~ the depart•ent •ay adjust 

the deduction under this section to reflect the actual 

excise taxes oald by the oper~tor. 

S@ction 3. Sect1on 15-Z3-603t HCAt is aeended to read: 

•15-23-603. Net proceeds how coMputed. (1) The 

department of revenue shall c~lculate and compute from the 

returns the gross sales proceeds of the product yielded from 

such well for the year covered by the state•ent and shall 

calculate the net proceeds of the well yielded to the 

producer. which net proceeds shall be deterained by 

subtracting from the gross s~les proceeds thereof the 

following: 

l N T R 0 D U C E D B l L L 
-2-
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(-31) a.ll ro.yalty paid in cash by the operator or 

producer and the gross value of al.l royalty apportioned in 

kind by the operator or producer that shall be deter•ined by 

using as the value of a barrel of oil or a cubic foot of qas 

the average selling price for the calendar year of a barrel 

of oil or a cubic foot of gas fro• the well out of which the 

royalty was paid; 

(b) all moneys expended for necessary labor., 

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

devel~p•ent; 

(c) all Moneys expended for l•prove•ents., repairs• and 

betterments necessary in and about the working of the well; 

(d) all .aneys expended for fire Insurance and 

~orkers• compensation Insurance and for payaents by 

operat3rS to welfare and retirement funds when provided for 

in wage contracts between operators and employees; 

(e) ZQS-Q! the amount paid or withheld In satisfaction 

of liability for excise taxes laposed by the u.s. govern.ent 

on the production, sale, or reMOval of the natural gas. 

petroleu•• or other crude or mineral oil yielded fro• such 

well, other than the a.ount of such taxes paid by or 

withheld from each royalty owner. 

t~t--~~e-•e+ae-e~r+Yed-~-.n4er-sabsee~ten-t+t-e~a++-be 

+ne~eesed-&y~he-e•eUftt-of-eny~refa"~-reee•vee-~reM-•fte~5• 

~n·e~Men~~a-~.-.~~·~-~ft&~-~he-e•eaft~-•efenee~--Mes--~sed 
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tn--~ed~ee--~e-.a+~.-o~-~e-~ross-~~oe~e~$~ftder-~u&seet+on 

t+ttet-

t~t!Zl No ~oneys invested in the well and improveMents 

during any yea~ except the year for which such statement is 

•ade may be Included In such expenditures. except as 

provided in 15-Z3-6~, and such expenditures may not include 

the S3larles or any portion thereof of any person or officer 

not actually .engaged In the working of the well or 

superin~ending the •anagement th@reot.• 

Section ~. Section 15-23-605, MCA, is a.ended to read: 

•15-23-605· AssessMent of royalties. ~t The a.ount of 

royal~y received. valued as provided in 15-23-603(1J(a)t 

less IQl-Qf the a•ount of ex~lse taxes paid by or withheld 

froM tne royalty owner as reported pursuant to 1S-23-&0Z(8)t 

shall be considered net proceeds to the recipient and shall 

be assessed as follows: upon receip~ of the lists or 

schedules setting forth the names and addresses of any and 

all persons owning or clai•inq royalty and tne aMount paid 

or yielded as royalty to such royalty owners or claiaants 

during the year for which such return is made, the 

depart•~nt of revenue shall proceed to assess and tax the 

saee as net proceeds of minas. 

tat--~~e-net-p~eeed~-~e-e-ree+p+eft•-•ha~+-&8-+nereesed 

by-e~-~·~~e-ef-en-ewe+se-~&M-~-the-~~en~-~~a~-ehe-e.ean~ 

•~f~nded-we,--e,ed--~o--r•~eee--•he--ve~•e--e~--~he--roye+~y 

-4-
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1 reeei¥e~-~sGbsee~+eft-~,.. 

2 !~MLS£~9& Section 5o Appllcaolllty date. This act 

3 appli~s retroactively within the Meaning of 1-2-109 to 

4 production years beginning on or after January 1• 1980. 

-End-

-5-



STATE OF MONTANA 
REQUEST NO. _ 4 31-83 

FISCAL NOTE 

Form 80·15 

In compliance with a written request received February 16 , 19 ___§]__, there is hereby submitted a Fiscal Note 
for Senate Bill 413 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: 

A bill for an act allowing only 70 percent of the windfall profits taxes withheld 
and paid by an operator to be deducted in computing net proceeds taxes on oil and 
gas; providing a method to adjust the deductible percentage upon request; providing 
limitations; and providing a retroactive applicability date. 

ASSUMPTIONS: 

!) Estimated statewide taxable valuation for FY84 is $2,246,035,000 and $2,299,731,000 
for FY85. 

2) Total windfall profits tax deductions for productions years 80, 81, 82 are 
estimated to be $566,886,000. 

3) Total windfall profits tax deductions for production year 83 are estimated to 
be $172,899,000. 

4) The average county mill levy is 123.5 mills. (Includes 46 mills for foundation 
program and the university system.) 

5) The average perce.nt used in computing the windfall profits tax diduction will 
be 70% and no adjustments will be made under Section 2, Sub. 2. 

FISCAL IMPACT: 

40 Mill Levy - Foundation Program 
Under Current Law 
Under Proposed Law 
Estimated Increase 

6 Mill Levy - University System 
Under Current Law 
Under Proposed Law 
Estimated Increase 

LOCAL IMPACT: 

FY84 
89.841M 
89.841M 

O.OOOM 

13.476M 
13.476M 

O.OOOM 

FY85 
91.989M 

100.867M 
8.878M 

13.798M 
15 .130M 
I. 332M 

Based on an average mill 
additional $17.2 million 

levy of 77.5 mills, local government would recieve an 

in net pmood• p<op"ty tox """"'W YY\~ 
BUDGET DIRECTOR 

Office of Budget and Program Planning 
Date: ]. - l 'i) ' [ 3 

16 



2 

LONG-RANGE IMPACT: 

Because this legislation applies retroactively to production years beginning on or 
after January 1, 1980, the fiscal impact for FY85 includes the adjustments for 
previous years. Subsequent fiscal impact beyond the 1985 biennium, will be approx
imately $6.0 million for the foundation program, university system and local govern
ments. 

The revenue anticipated will be reduced or increased by the amount of adjustments 
to the deduction allowed under Section 2, Sub 2 when these adjustments are actually 
known. 

FISCAL NOTE 15: M/2 

SECOND PRINTING 

5!3 LJ/3 
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Approved by committee 

on Taxation 

-£~ BILL I'IOo £hZ_ 
J~TAOJlJCED BY _..;..._.~-

A BILL FOR Al'l ACT EI'ITITLEDr •AI'I ACT ALLOWING ONLY 70 

PE~tE~T OF THE WlMDFALL PROFITS TAXES WITHHELD AI'IO PAID BY 

Al'l OPERATOR TO BE DEDUCTED IN COI'IPUTING NET PROCEEDS TAXES 

ON OTL AND GAS; PROVIDING l METHOD TO ADJUST THE DEOUCTIBLE 

PERCE~TAGE UPON REQUEST; PROVIDING LIMITATIONS; AMENDING 

SECTI1~S 15-23-603 AND 15-23-605o MCA; AND PROVIDING l 

R~TRuACTIVE APPLICABILITY DATEo• 

BE IT EI'IACTEO BY THE LEGISLATURE OF THE STATE OF MONTANA: 

~~W-S~LlO~& Section 1. AdjustMent of' certain 

deductions -- when. (lt The depart..nt of revenue ~Y adjust 

the oarcentage prowlded In lS-23-601 and 15-23-605 to 

refteet the actual excise taxes i•posed by the United States 

gov~r,•ent on production, sate, or re~val of natural gas. 

:>etro1eu•• or oto.her crude or -.ineral oil whenever: 

(at requested to do so by the taxpayer; or 

fbt the department deter•lnes that the percentage does 

not accurately refl~ct the actual excise taxes paid by the 

operator. 

(l) When ~he tawpayer requests under subsection (lt 

t~at the depart~ent adjust the percentage aeduction allowed• 

the taxpayer ~ust provide the data reasonably necessary for 
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the de?mrt•ent to •ake a deter•lnatlon under subsection (1)• 

(31 Any adjust .. nt eade under subsection Cll .ust be 

reflected In the net proceeds and royalty values certified 

to the county in the taxable year following the year of the 

final deter•ination under subsection (lt• 

~E~-SfCilD~a Section 2. Future returns to reflect 

reduced deduction. (lt Except as provided in subsection C2l• 

eac~ taxpayer who files a return for 1983 production .ust 

reflect the reduced excise tax deduction pursuant to 

15-23-603 and 15-23-605 for the ~eriod between January 1• 

1980o and [the effective date of this act] on the net 

proce!ds state~ent required under 15-23-602 in the first 

taxable year after the {effective date of this act]• 

(ll Either the taxpayer or the depart.ent aay adjust 

the deduction under ~his section to reflect the actual 

excise taxes oald by the oper~tor. 

~~ctfon 3. Section 15-23-603• MCA, is a•ended to read: 

•t5-23-b03• Net proceeds how co•puted. (11 The 

d~part~@nt of revenue shall calculate and coapute from the 

re~urns the qross sales proceeds of the product yielded from 

such well for ~he year covered by the state.ent and shall 

calcut~te the net proceeds of the well ~ielded to the 

producer. .. hich net proceeds shal1 be de~erained by 

subtrac~ing fro• the gro5s sales proc .. aa t~eof the 

fo11awif"'g: 

-z-
SECONJ 

,--- /) 
..){.j 

READING 
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(~) all royalty paid in ~ash by the operator or 

producer and the gross value of all royalty apportioned in 

Kind by the operator or producer that shalt De deter•ined by 

using as the value of a barrel of oil or a cubic foot of qas 

the 3¥arage selling price for the calendar year of a barrel 

of oil or a cubic foot of gas fro• the well out of which the 

royalty was paid; 

(b) all •oneys expended for necessary 1 abor• 

machi~ery• and supplies needed and used in ~he operation and 

devel~p•ent; 

(c) all moneys expended for t•orove•ents• repair5• and 

bet~er~ents necessary in and about the working of the well; 

(d) all moneys expended for fire insurance and 

workers• cotnpensatlon insurance and for pay•ents by 

operat3rs to welfare and retirement funds when provided for 

in wage contracts between operators ana eaploy~es; 

(e) Inl_~ the amount paid or withheld in satisfaction 

of liability for excise taxes J•posed by the u.s. gowern.ent 

on the production. sale, or re•oval of the natural gas. 

pet~oleum• or o~her crude or Mineral oil yielded f~o• such 

we11 9 other than the a.ount of such taxes paid by or 

wlthhald from each royalty owner. 

f~t--J~e-•a+ae-err+.-d-et-BR~er-s~~ee~+o~-t~t-e~a++-ee 

+ne~eeses-ay~he-e•a~-ef-eny-re~sn~-peee•veft-~~e.-~fte~5• 

~8·•~~eft~~o-~he-ew~e~-~he~-~he-a•ee~-~·~neeft--w&S--~se~ 
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~e--Pe~.e@--~e-.e4ve-~-~-~~ess-er.-.e~~-eneer-sae.e~+~ 

t~tf.., .. 

t~tLZl No eoneys invested in the well and i~rovP.Ments 

d1Jrinq any year except the year fa~ which sucn stateaent is 

M8de •ay be included In such expenditures. except a~ 

provi1ed in 15-23-60~• and such expenditures may not include 

the s.~l ~r i es or any port. I on thereof of any person or officer 

not ~c1:ua11 y engaqed In the worklnq of the wel ~ or 

superintending the aanaqe.ent thereof.• 

$ection 4. Section 15-23-605• KCA. is a~nded to read: 

•ts-23-605. Assess•ent of royalties. ~t The a.aunt of 

roy~lt~ received• valued as p~ovided in l5-23-603(llf~t• 

less IQl_af the a•ount of exctse taxes paid oy or wf~hheld 

fro• tne roya1ty owne~ as ntported pursuant to 15-2:3-602 ( 8) .. 

s~all be considered "et proceeds to ~he recipient and shall 

b@ assessed as follows: upon receipt of the lists or 

schedules settfnq forth the na•es and addresses of any and 

all persons owninq or clai•inq royalty and tne a•ount paid 

or yielded 

durinq the 

d@part ••=mt 

as royalty to such royalty owners or clai•ants 

year for which such return Is ~ade. the 

of revenue shall proceed to assess and tax the 

sa•e as net proceeds of mines• 

f~t--•~e-ne+-p~eeee~s-~e-a-r~+p+en~-sftett-be-+nereesed 

by-eny-~~ond-o~-sn-ewe+•e-~a.-~e-~he-ew~eft~-~~&~-ehe-a.oaftt 

r~••n~ed-we~--~~e~--~--redaee--~he--va+ae--e~--~he--.ey•~~Y 

-It-
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~ee~wd-e"~er-~ah•ee~+eft-t+~· 

~E~SftiiQ«a Section '• Applicability 

appli~s retroac~ively wi~hin the Meaning 

LC 13~0/01 

date. This act 

of 1-Z-109 to 

• productio" years beqinnlnq on or after January l• 1980. 

-End-

-5-
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£a 
I~TPOOIJCEO BY -~~-----------

A BILL FOP AN ACT ENTITLED: •AN ACT ALLOWING ONLY TO 

PE~CENT OF THE WINDFALL PROFITS TAXES WITHHELD AND PAID BY 

AN OPERATOR TO BE DEDUCTED IN COMPUTING NET PROCEEDS TAXES 

ON OIL AND GAS; PROVIDING A METHOD TO AO~UST THE DEDUCTIBLE 

PERCE~TAGE UPON REOUEST; PROVIDING LIMITATIONS; AMENDING 

SECTIJNS 15-23-603 AND 15-23-605e MCA; AND PROVIDING A 

RETROACTIVE APPLICABILITY D-TE·• 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE Of MONIANA: 

1~W-~~~ll0Ha Section 1. Adjust•ent of certain 

deduc~ions -- Nhen. (1) The depart•ent of revenue •aJ adjust 

the oercentage provided In 15-23-603 and 1~-23-605 to 

reflect the actual excise taxes i•posed by the United States 

gover1aent on production, sale 9 or re~val of natural gas, 

~etroleU$t or o~her crude or mineral oil whenever1 

(a) requested to do so by the taxpayer; or 

(b) the depart~ent deter•lnes that the percentage does 

not accurate1y reflect the actu~l excise taKes paid by the 

operator. 

(l) When the taxpater requests under subsection (1• 

that the departMent adjust the pQrcentage aeduction allowed 9 

the taxpayer •us~ provide the data reasonably necessary for 
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the depart•ent to aake a d~•r•inatlon under subsection (It• 

!3) Any adjust.ent made under subsection (1) .ust be 

reflected in the net proceeds and royalty values certified 

to the county in the taxable year following the year of the 

final deter•tnation under subsection (l)• 

~~M-St&llQHa Section z. Future returns to reflect 

reduced deduction. ClJ Except as provided in subsection (2)• 

each taxpayer who files a return for 1983 production aust 

reflect the reduced excise tax deduction pursuant to 

15-23-603 and 15-23-605 for the period between ~anuary 1• 

1980• and [the effectiYe date of this act] on the net 

proce9ds state~ent required under 15-23-602 in the first 

taxable year after the [effective date of this act]• 

121 Either ~he taxpayer or ~he departaent aay adjust 

the deduction under this section to reflect the actual 

excise taxes oald by the oper~tor. 

S9ctlon 3. Sect1on 15-Z3-603t MCAt is aeended to read: 

•15-23-603. Net proceeds how coaputed. (1) The 

department of revenue shall calculate and coapute fro• the 

returns the gross sales proceeds of the product yielded from 

such well for ~he year covered by the stateaent and shall 

calcu13te the n~t proceeds of the well yielded to the 

producer. which net proceeds shall be deterained by 

subtracting froa the gross sales proceeds thereof the 

following: 

-z- T H I R D R E A D I ~ G 
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(~, all royalty paid in cash by the operator or 

producer and the gross value of all royalty apportioned in 

kind by tha operator or producer that shall be dater•ined by 

using as the value of a barrel of oil or a cubic foot of qas 

the average selling price for the calendar year of a barr~l 

of oil or a cubic foot of gas fro• the well out of which the 

royalty was paid; 

(b) all .aneys expended for necessary labor, 

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

develop•ent; 

(c) all .aneys expended for i•prove•ents, repairs• and 

betterMents necess3ry in and about the working of the well; 

(d) all Moneys expended for fire insurance and 

workers• co.pensatlon Insurance and for pay•ents by 

operat3rs to welfare and retire•ent funds when provided for 

in wage contracts between opera~ors and e.ployees; 

(e) IAJ_gf the a.aun~ psid or withheld in satisfaction 

of liability for excise taxes iMposed by the u.s. govern.ant 

on ~he production, sale, or re~val of the natural gas, 

petroleu•• or o~her crude or Mineral oil yielded fro• such 

well, other than the a.aunt of such taxes paid by or 

wlthh~Jd from each royalty owner. 

f~t--f~e-Yetae-err+we4-~-~eer-sa._ee~+•n-t~t-•~•t+-&e 

+nereese&-e~fte-a.ewnt-of-eny-r~~4-~e+wed-~roa-•~-tiwS. 

~owe~~en~~~he-e~~~-~fte~-~fte-a.een~-re~ft-.~--WS$--wsed 
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~e--redue•--the-we+ee-ef-~~e-~ross-~~edae~s-~fteer-~~~eft 

t~t~· 

f3tLZl No moneys Invested in the well and i•prove•ents 

durfng any year except the year for which such state•ent is 

Made ~ay be Included In such expenditures, except as 

provided in 15-23-60~• and such expenditures •ay not include 

the s~larles or any portion thereof of any person or officer 

not ~ctually engaqed in the wor~inq of the welt or 

superintending the Managemen~ thereof.• 

Section 4. Section 15-23-605, KCA, is amended to read: 

•ts-23-605· Assess•ent of royalties. ~t The a~un~ of 

royalty received, valued as provided in 15-23-603(1J(a), 

less IQl-Rf the a•ount of excl~e taxes paid oy or withheld 

fro~ the royalty owner as r~ported pursuant to 15-23-602(8)• 

shall be considered net proceeds to the recipient and shall 

be assessed as follows: upon receipt of the lists or 

schedules settinq forth the names and addresses of any and 

all persons owning or clal•lnq royalty and tne a•ount paid 

or yielded 

during the 

as royalty to such royalty owners or clai•ants 

year for which such return Is •ade, ~he 

depart•ent of revenue shall proceed to assess and tax the 

same as net proceeds of min@S• 

t~t--fhe-ne~-preee849-~e-e-r~tp+e"~-shet+-be-+nereased 

by-sftT-re~eftd-of-aft-ewe+se-~a.-~e~~--.~~-~~e~-~e-eaeaft~ 

r~an~e~-wes--ased-~--redaee--~he--va+ee--a~--~he--.eyet~, 

_.,_ 
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1 ree•~·~-snder-~a~~ee~+on-~tw· 

Z !f¥-Sftxl09. Section 5o Applicability date. This act 

3 appli~s retroactively within the •eaning of 1-2-109 to 

~ production years beginning on or after January lt 1980. 

-End-
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SENATE BILL NO• itl3 

INTRODUCED BY GAGE 

A BILL FOR AN ACT ENTITLED: •AN ACT ALLOWING ONLY 70 

PERCENf OF THE WINDFALL PROFITS TAXES WITHHELD AND PAID 6Y 

AN DPFRATOR TO BE DEDUCTED IN COMPUTING NET PROCEEDS TAXES 

ON OIL AND GAS; PROVIDING A METHOD TO ADJUST THE DEDUCTIBLE 

PERCENTAGE UPON REQUEST; PROVIDING LIMITATIONS; AMENDING 

S~CTIG~S 15-23-603 AND 15-23-605, HCA; AND PROVIDING A 

RETROACTIVE APPLICABILITY OATE.R 

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

~EW-SEtllOH£ Section 1• AdjustMent of certain 

d~ductions -- when• (1) The depart.ent of revenue may adjust 

the percentaqe provided in 15-23-603 and 15-23-605 to 

reflect the actual excise taxes iMposed by the United States 

qovern~ent on production, sale, or re.aval of natural gas, 

petroleu~9 or other crude or ~lneral oil whenever: 

tat requested to do so by the taxpayer; or 

(bJ the depart~ent deter•ines that the percentage does 

not ~ccurately reflect the actual excise taxes paid by the 

operator. 

(Zt When the taxpayer requests under subsection (1) 

that the departMent adjust the percentage deduct;on allowed. 

the taxpayer •ust provide the data reasonably necessary for 
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S8 0413/0Z 

the depart•ent to Make a deter•inatlon under subsection (1). 

(~) Any adjustMent made under subsection (1) .ust be 

reflecced in the net proceeds and royalty values certified 

to the county in the taxable year following the year of the 

final determination under subsection (1). 

~fH-SftilUMa Section l• Future returns to reflect 

reduced deduction. (1) Except as provided in subsection (2) 9 

each taxpayer who files a return for 1983 production must 

reflect the reduced excise tax deduction pursuant to 

15-23-603 and 15-23-605 for the period between January 1• 

1980, and [the effective date of thl5 act] on the net 

proceeds statement required under 15-23-602 in the first 

taxable year af~er the [effective date of this act]. 

(2) Either the taxpayer or the departMent •ay adjust 

the deduction under this section to reflect the actual 

excise taxes paid by the operator. 

Section 3. Section 15-23-603~ MCA 9 is amended to read: 

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

d~partment of revenue shall calculate and compute from the 

retur~s the gross salPs proceeds of t~e product yielded from 

such well for the year covered by the statement and shall 

calcuJate the net proceeds of the well yielded to the 

producer• which net proceeds shall be determined by 

subtr~cting from the gross sales proceeds thereof the 

following: 
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(a) all royalty paid in cash by the operator or 

producer and the ~ross value of all royalty apportioned in 

kind by the ooerator or producer that shall be determined by 

using as the ~alue of a barrel of oil or a cubic foot of gas 

the average selling price For the calendar year of a barrel 

of oil or a cubic foot of gas fro• the well out of which the 

royalty ~as paid; 

(b) all moneys expended for necessary 1 abor, 

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

development; 

CcJ all moneys expended for iMprove~nts. repairs, and 

betterMents necessary In and about the working of the well; 

(d) all moneys expended for fire Insurance and 

workers • compensation insurance and for payments by 

operators to welfare and retirement funds when provided for 

in waqe contracts between opera~ors and employees; 

reJ ~~he aaount paid or withheld in satisfaction 

of liabfllty ~or excise taxes imposed by the u.s. govern.ent 

on the production, sale 9 or re•oval of the natural gas, 

petroleum, or other crude or •ineral oil yielded from such 

well, other than the a.ount of such taxes paid by or 

withheld froa each royalty owner. 

t~t--~he-yft~~-e~~+ved-e~an~~~,ee~•eft-ttt-sfte~~-~~ 

+~e~ea$~8-by-~he-eme~~-ef-•ftY-r~aftd-reee+Ye~-f~em-th~~w~w 

~aye~men~-~e-th~-e~~&n~-~e~-~he-fteoen~-reftinded--wss--ased 
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to--~@~~e@--the-¥e•~e-c~-~he-~~e~'-r~c~~e~~~ftd~r-sa8see~~Oft 

tl-tt .. t• 

f3tLZl No moneys invested in the well and i•prove~ents 

durfnq any year except the year for which such state.aent is 

made ~ay be included In such expenditures, except as 

provid~d in 15-23-604• and such expenditures •ay not Include 

the salaries or any portion thereof of any person or officer 

not actually engaged in the worklnQ of the w~ll or 

superintending the Manage~ent thereof.• 

Section 4. Section 15-23-605, MCA• Is amended to read: 

•lS-Z.3-605• 

royalty received, 

Assessment of royalties. t~t The a.ount of 

valued as provided in 15-23-60~(1)(a), 

less IOl-at the amount of excise taxes paid by or withheld 

fro~ the royalty owner as reported pursuant to l5-23-60Z(8t• 

shaJ1 be considered net proceeds to the recipient and shall 

be ass9ssed as follows: upon receipt of the lists or 

schedules setting forth the na .. s and addresses of any and 

all persons owning or claiming royalty and the a•ount paid 

or yielded 85 royalty to such royalty owners or clai•ants 

durinq the year for which such return is made, the 

depart•ent of revenue sha1J proceed to assess and tax the 

same as net proceeds of mines. 

t~t--fhe-ne~p~oeeeds-~o-e-ree+~e"~sh~+-be-Tfte~eesed 

by-e~-re~and-e+-en-ewe+se-~ex-~o-~he-e•~en~-~het-~-~ftt 

~~funded-wes--ased--~e--redaee--~he--we.ue--e~-the--Peye+~y 
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ree~we~-eft~-s~~'ee~+oft-ttt-• 

Z H~K-SE~ Section 5. Applicability date. This act 

3 applies retroactively Nithln the aeaning of 1-2-109 to 

~ production years beginning on or after January 1, 1980. 

-End-

-5- SB 'tl3 


