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AND GAS 

ROYALTIES ON STATE LANDS FOR LEASES GRANTED AFTER JUNE 1, 

1987; AMENDING SECTIONS 77-3-432, 77-3-434, AND 77-3-435, 

MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A 

TERMINATION DATE." 

WHEREAS, the Legislature recognizes its fiduciary 

responsibility in the management of state lands granted 

under the Enabling Act and held in trust for the schools and 

people of the State of Montana; 

WHEREAS, the average amount per acre of bonuses 

received from oil and gas leases on state lands has 

decreased significantly since June of 1984; 

WHEREAS, incentives must be established to encourage 

exploration, increase competition, and thereby increase 

bonuses; 

WHEREAS, if royalties for oil and gas leases on state 

lands are waived in order to stimulate exploration, bonuses 

are expected to increase; and 

WHEREAS, the anticipated increase in bunuses would at 

least offset any revenues lost through the waiver of 

roy a 1 ties. 
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 77-3-432, MCA, is amended to read: 

"77-3-432. Royalty. Tn (1) Exce_E!. __ ~~----provided in 

subsection (2), in every oil and gas lease granted by the 

state under this part and acts amendatory thereto, there 

shall be reserved to the state as consideration therefor, in 

addition to the rentals as hereinbefore provided, a royalty 

in all oil and gas prodtJced and saved from all lands covered 

thereby and not used for light, fuel, and operation purposes 

on the leased premises, which shall be equivalent to the 

full market value, as ascertained by the board at the date 

of such lease, of the estate or interest of the state in the 

lands and oil and gas deposits disposed of under 5uch lease. 

Such royalty reservation shall be set by the board but may 

not be less than 12 l/2% on gas and not less than 12 l/2% on 

that portion of the average production of oil or casinghead 

gasoline for each producing well not exceeding 3,000 barrels 

for the calendar month. 

( 2) For leases granted after June l, 19~7 ~- __ ':_t!~___I-~<ilty 

is waived for 24 months from the first day of _the month ir~ 

which oil or ~_l_rom __ the well is sold for the first t_~~~" 

Section 2. Section 77-3-4J4, MCA, is amended to read: 

''77-3-434. Manner of m~king royalty payment. S~eh 

Ex~_ep~ w~~n --~-!:!~ __ ri.?_ya~_!_y -~_§_ __ w~j-~~~2ursua~___!______!_Q~_?7-3-4l._h_suc~ 
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lease ~hall provide for the rendering of payment of such 

royalty on all oil and gas produced and saved and sold or 

used off the premises in the following manner and upon the 

following terms: 

(l) the lessee shall pay to the slate i11 cash, for all 

oil and gas royalty reserved, the posted field price 

existing on the day s11ch oil or gas is run into any pipeline 

or storage tank to the credit of the lessee, plus any bonus 

actually paid or agreed to be paid to the lessee for such 

oil or gas; or 

(2) at the option of the state exercised in writing by 

the board not oftener than every 30 days, the lessee shall 

deliver the state's royalty oil or gas free of cost or 

deductions into the pipeline to which the wells of the 

lessee may be connected or into any storage designated by 

the state and connected with such wells." 

Section 3. Section 77-3-435, M.CA, is amended to read: 

''77-3-435. Payments due to state. (1) The report under 

77-3-431 shall be accompanied by payment of the amount due 

the state as royalty for the month covered by the report 

unless the state's royalty is being or has been paid direct 

by the purchaser thereof or unless the royalty has been 

waived __ pursuant to 77-3-432. However, where the amount of 

royalty due from any lease is determined by the board to be 

so small as to make it uneconomical to collect monthly, the 
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board may authorize royalty payments to be made 

semiannually. 

{2) Oil and gas leases qranted by the state shall 

contain suitablP provisions imposing upon all lessees the 

obligation to make payments due the slate in the manner, at 

the time, and to such representative cf the state as may he 

required by the board.'' 

NEW SECT ION. Section 4. Extension of authority. Any 

existing authority of the board of land commissioners to 

ffidke rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

NEW SECTION. Section 5. Effective date 

termination. { 1) 

approval. 

This act is effective on passage and 

{2) This act terminates July 1, 1991. 

-End-
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