
SENATE BILL NO. 383 

INTRODUCED BY GAGE, KOLSTAD, MCCALLUM, GIACOMETTO, 
IVERSON, GILBERT, HIRSCH 

FEBRUARY 19, 1987 

MARCH 7, 1987 

MARCH 9, 1987 

MARCH 11, 1987 

MARCH 12, 1987 

MARCH 13, 1987 

MARCH 14, 1987 

MARCH 16, 1987 

MARCH 17, 1987 

APRIL 8, 1987 

APRIL 10, 1987 

APRIL 11, 1987 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS AS AMENDED. 

ENGROSSING REPCn7 

ON MOTION, TAKEN FROM THIRD READING 
AND PLACED ON SECOND READING. 

SECOND READING, DO PASS AS AMENDED. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 46; NOES, 4. 

TRANSMITTED TO HOUSE. 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 67; NOES, 26. 

RETURNED TO SENATE WITH AMENDMENTS. 



APRIL 15, 1987 

APRIL 17, 1987 

APRIL 20, 1987 

APRIL 20, 1987 

APRIL 22, 1987 

APRIL 22, 1987 

APRIL 23, 1987 

IN THE SENATE 

RECEIVED FROM HOUSE. 

SECOND READING, AMENDMENTS 
CONCURRED IN. 

ON MOTION, RULES SUSPENDED TO PLACE 
BILL ON THIRD READING THIS DAY. 

THIRD READING, AMENDMENTS 
CONCURRED IN. 

SENT TO ENROLLING. 

ENROLLING REPORT. 

SIGNED BY PRESIDENT. 

IN THE HOUSE 

SIGNED BY SPEAKER. 

IN THE SENATE 

DELIVERED TO GOVERNOR. 

RETURNED FROM GOVERNOR WITH 
RECOMMENDED AMENDMENTS. 

IN THE HOUSE 

SECOND READING, GOVERNOR'S RECOM­
MENDED AMENDMENTS CONCURRED IN. 

THIRD READING, GOVERNOR'S RECOM­
MENDED AMENDMENTS CONCURRED IN. 

IN THE SENATE 

ON MOTION, GOVERNOR'S RECOM­
MENDED AMENDMENTS PLACED ON 
SECOND READING THIS DAY. 

SECOND READING, GOVERNOR'S RECOM­
MENDED AMENDMENTS CONCURRED IN. 



APRIL 23, 1987 THIRD READING, GOVERNOR'S RECOM­
MENDED AMENDMENTS CONCURRED IN. 

SENT TO ENROLLING. 
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A BILL FOR AN ACT ENTITLED: "AN ACT DEFINING "INTERIM 

PRODUCTION" OF PETROLEUM, OIL, AND NATURAL GAS; REVISING THE 

DEFINITION OF "NEW PRODUCTION" OF PETROLEUM, OIL, AND 

NATURAL GAS; EXTENDING THE UNIFORM RATE OF NET PROCEEDS 

TAXATION TO INTERIM PRODUCTION AND REDEFINED NEW PRODUCTION; 

PROVIDING FOR THE EXEMPTION FROM NET PROCEEDS TAXES FOR 24 

MONTHS FOR NEW PRODUCTION FROM NATURAL GAS, PETROLEUM, AND 

OIL WELLS: PROVIDING FOR PRORATING OF DEDUCTIONS TO 

DETERMINE NET PROCEEDS: PROVIDING FOR QUARTERLY PAYMENT OF 

INTERIM PRODUCTION AND NEW PRODUCTION NET PROCEEDS TAXES: 

REVISING THE DEFINITION OF "TAXABLE VALUATION" AS IT APPLIES 

TO COUNTY CLASSIFICATION: AMENDING SECTIONS 7-1-2111, 

7-7-2101, 7-7-2203, 7-14-2524, 7-14-2525, 7-16-2327, 

15-6-208, 15-16-102, 15-16-121, 15-23-601 THROUGH 15-23-605, 

15-23-607, 15-23-612, 15-23-613, 20-9-141, 20-9-331, 

20-9-333, 20-9-352, 20-9-501, AND 20-10-144, MCA: AND 

PROVIDING AN IMMEDIA'l'E EFFECTIVE DATE AND A RETROACTIVE 

APPLICABILITY DATE." 

BE IT ENACTED BY THE LEGISLATURE OF 'l'HE STATE OF MON'l'ANA: 

Section l. Section 7-I-2111, MCA, is ame11ded to read: 

''7-1-2111. Classification of counties. ( 1) For the 

~ona "•""''"' Counn' 
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purpose of regulating the compensation and salaries of all 

county officers, not otherwise provided for, and for fixing 

the penalties of officers' bonds, the several counties of 

this state shall be classified according to that percentage 

of the true and full vuluation of the property therein upon 

which the tax levy is made, as follows: 

(a) first class--all counties having such a taxable 

valuation of $50 million or over; 

(b) second class--all counties having such a taxable 

valuation of more than $30 million and less than $50 

million; 

(c) third class--all counties having such a taxable 

valuation of more than $20 million and less than $30 

million; 

(d) fourth class--all counties having such a taxable 

valuation of more than $15 million and less than $20 

million; 

(e) fifth class--all counties tldving such a taxable 

valuation of more than $10 million and less than $15 

million; 

(f) sixth class--all counties having suct1 a taxable 

valuation of more than $5 million and less than $10 million; 

(g) seventh class--all counties having such a taxable 

valuation of less than $5 million. 

(2] As used in this section, taxable valtJation mPans 

-2- INTRODUCED BILL 
SB-.383 
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the taxable value of taxable property in the county as of 

the time of determination plus: 

(a) that portion of the taxaUle value of the county on 

December 31, 1981, attributable to automobiles and trucks 

having a rated capacity of three-quarters of a ton or less; 

a~d 

(b) the amount of interim production and new 

production taxes levied, as provided in 15-23-607, divided 

by the dppropriate tax rates described in 15-23-607(2)[a) or 

( 2) (b) and multiplied by 60\o; and 

(c) the amount of v~ll:le_ !_~_.ere_s~_0t~d_ b_y_ _!1_~w __ pr __ ?ducJ:.io~ 

~ed from ~~x __ a::. provided in 15-23-612. "~ 

Section 2. Section 7-7-2101, MCA, is amended to read: 

"7-7-2101. Limilation on amount of county 

indebtedness. (l) No county may become indebted in any 

manner or for any purpose to an amount, including existing 

indebtedness, in the aggregate exceeding 23% of the total of 

the taxable value of the property therein subject to 

taxation, plus the amount of interim pr()d':!-_C:t~_?n d!!d new 

productior1 taxes levied divided by the appropriate tax rates 

described in l5-23-607(2)(a) or (2)(b) and multiplied by 

60\, plus the amount of value re_Eresent_~_<!_ b_y_new Qr?_clll_S:t)_o~ 

exempted f~_om tax as provided in 15-23-612, as ascertained 

by the last assessment tor state and county taxes previous 

to the incurring of such indebtedness. 
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(2) No county may incur indebtedness or liability for 

any single purpose to an amount exceeding $500,000 without 

the approval of a majority of the electors thereof voting at 

an election to be provided by law, except as provided in 

7-21-3413 and 7-21-3414. 

(3) Nothing ~n this section shall apply to the 

acquisition of conservation easements as set forth in Title 

76, chapter 6." 

Section 3. Section J-1-2203, MCA, is amended to read: 

''7-7-2203. Li~itation 

indebtedness. ( 1) Except as 

on amount of bonded 

provided in subsections (2) 

through {4), no county may issue general obligation bonds 

tor any purpose which, with all outstanding bonds and 

warrants except county high school bonds and emergency 

bonds, will exceed 11.25% of the total of the taxable value 

ot the property therein, plus the amount of interim 

E__roduct_lon an~ new production taxes levied divided by the 

appropriate tax rates described in l5-23-607(2)(a) or (2)(b) 

and multiplied by 60%, plus the amount of value represe~ted 

~--Q~W_ _Q_~~d~c!j. __ ~n e_~empted from --~-i!_~--~--~_ided ____i__£!_ 

15-23-612, to be ascertained by the last assessment for 

state and county taxes prior to the proposed issuance of 

bonds. 

(2) In addition to the bonds allowed by St1hsection 

(1), a county may issue bonds whieh, with all outstanding 

-4-



2 

3 

4 

5 

6 

7 

,, 
~ 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0932/01 

bonds and warrants, will not exceed 27.75% of the total of 

the taxable value of the property in the county subject to 

taxation, plus the amount of interim production and new 

production taxes levied divided by the appropriate tax rates 

described in 15-23-607(2)(a) or (2)(b) and multiplied by 

60\, ~he amount of value represented by new production 

exempted from tax as provided in 15-23-612, when necessary 

to do so, for the purpose of acquiring land for a site for 

county high school buildings and for erectinq or acquiring 

buildings thereon and furnishing and equipping lhe same for 

county high school purposes. 

(3) In addition to the bonds allowed by subsections 

(1) and {2), a county may issue bonds for the construction 

or improvement of a jail which will not exceed 12.5% of the 

taxable value of the property in the county subject to 

taxation. 

(4) The limitation in subsection (1) shall not apply 

to refunding bonds issued for the purpose of paying or 

retirirtg county bonds lawfully issued prior to January 1, 

1932. ,, 

Section 4. Section 7-14-2524, MCA, is amended to read: 

''7-14-2524. Limitation on a~ount of bonds issued 

excess void. (l) Except as otherwise pruvided hereafter and 

in 7-7-2203 and 7-7-2204, no county shall issue bonds wttich, 

with all outstanding bonds and warrants except county high 
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school bonds and emergency bonds, will exceed 11.25% of the 

total of the taxable value of the property therein, plus the 

amount of interim_£~oduction and new production taxes levied 

divided by the appropriate tax rates described in 

15-23-607(2)(a) or (2)(b) and multiplied by 60%, plus the 

amount of value represented by new production exempted ~!om 

tax ~~-provided in 15-23-612. The taxable property and the 

amount of interim product i o _ _!1 ___ C!_~~ new product ion taxes leVied 

shall be ascertained by the last assessment for state and 

county taxes prior to the issuance of such bonds. 

(2) A county may issue bonds which, with all 

outstanding bonds and warrants except county high school 

bonds, will exceed 11.25% but will not exceed 22.5% of the 

total of the taxable value of such property, plus the amount 

of interim production and new production taxes levied 

divided by the appropriate tax rates described in 

15-23-607(2)(a) or (2)(b) and multiplied by 60%, plus the 

amount of value represented )?.Y_ new production_ exempted from 

tax as provis!_~_«:] in 15-23-612, when necessary for the purpose 

of replacing, rebuilding, or repairing county buildings, 

br idg.es, or highways which have been destroyed or ddmaged by 

an act of God, disaster, catastrophe, or accident. 

(3) The value of the bonds issued and dll other 

outstanding indebtedness of the counly, except county high 

school bonds, shall not exceed 22.5% of the total of the 
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taxable value of the property within the county, plus the 

amount of interim production and new production taxes levied 

divided by the appropriate tax rates described in 

15-23-607(2)(a) or (2)(b) and multiplied by 60%, plus the 

amount of v~!u~ represented by new production exempted from 

tax __ as____E!_2_":'ided in 15-23-612, as ascertained by the last 

preceding general assessment.'' 

Section S. Section 7-14-2525, MCA, is amended to read: 

''7-14-2525. Refunding agreements and refunding bonds 

authorized. (l) Whenever the tota_l indebtedness of a county 

exceeds 22.5% of the total of the taxable value of the 

property there~n, plus the amount of interim production and 

new production taxes levied divided by the appropriate tax 

rates described in l5-23-607(2)(a) or (2)(b) and multiplied 

by 60%, plus the -~~~~nt of value represented by new 

prod_~:~_ction exempted from tax as provided in }_?-~3-=--~-~_?,_ and 

the board determines that the county is unable to pay such 

indebtedness in full, the board may: 

(a) negotiate with the bondholders for an agreement 

whereby the bondt1olders agree to accept less than the full 

amount of the bonds and the accrued unpaid interest thereon 

in satisfaction thereof; 

(b) enter into such agreement; 

(c} issue refunding bonds for the amounl agreed upon. 

( 2) These bonds may be issued in more than one series, 
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and each series may be either amortization or serial bonds. 

(3) The plan agreed upon between the board and the 

bondholders shall be embodied in full in the resolution 

providing for the issue of the bonds.'' 

Section 6. Section 7-16-2327, MCA, is amended to read: 

''7-16-2327. Indebtedness for park purposes. (1) 

Subject to the provisions of subsection (2), a county park 

board, in addition to powers and duties now given under law, 

shall have the power and duty to contract an irtdebtedness in 

behalf of a courty, upon the credit thereof, for the 

purposes of 7-16-.321(1) and (2). 

(2) (a) The total amount of indebtedness authorized to 

be contracted in any form, including the then-existing 

indebtedness, must not at any time exceed 13% of the total 

of the taxable value of the taxable property in the county, 

plus the amount of interim production and new production 

taxes levied divided by the appropriate tax rates described 

in 15-23-607(2) (a) or (2) (b) and multiplied by 60%, P.lus the 

amount of va-!-!-1~- rep.C"esented by new production exempted from 

tax as provided in 15-23-612, ascertained by the last 

assessment for state and county taxes previous to the 

incurring of such indebtedness. 

(b) No money may be borrowed on bonds issued for the 

purchase of lands and improving same for any such purpose 

until the proposition has been submitted to the vote of 
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those qualified under the provisions of the state 

constitution to vote at such election in the county affected 

thereby and a majority vote is cast in favor thereof.'' 

Section 7. Section 15-6-208, MCA, is amended to read: 

''15-6-208. Mineral exemptions. (1) One-half of the 

contract sales price of coal sold by a coal producer who 

extracts less than 50,000 tons of coal in a calendar year is 

exempt from taxation. 

[2) Metal mines producing less than 20,000 tons of ore 

in a taxable year shall be exempt from property taxation on 

one-half of the merchdntable value. 

(3) New production, as defined in 15-23-601, is exempt 

from taxation for the first 24 mont~~- of production as 

E!_ovided in 15-23-612." 

Section B. Section 15-16-102, MCA, is amended to read: 

''15-16-102. Time for payment penalty for 

delinquency. All taxes levied and assessed in the state of 

Montana, except assessments made for special improvements in 

cities and town~ payable under 15-16-lOJ and assessments 

ocade on interim production and new production as provided in 

Title 15, chapter 23, part 6, and payable under 15-16-121, 

shall be payable as follows: 

(l} One-half of the amount of such taxes shall be 

payable on or before 5 p.m. on November 30 of each year and 

one-half on or before 5 p.m. on May 31 of each year. 
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(2) Unless one-half of such taxe's are paid on or 

before 5 p.m. on November 30 of each year, then such amount 

so payable shall become delinquent and shall draw interest 

at the rate of 5/6 of 1% per month from and after such 

delinquency until paid and 2% shall be added to the 

delinquent taxes as a penalty. 

(3) All taxes due and not paid on or before 5 p.m. on 

May 31 of each year shall be delinquent and shall draw 

interest at the rate of 5/6 of 1% per month from and after 

such delinquency until paid and 2% shall be added to the 

delinquent taxes as a penalty.'' 

Section 9. Section 15-16-121, MCA, is amended to read: 

"15-16-121. Payment of inter im______£_£_'?duct ion and new 

production taxes. (l) Taxes levied and assessed on interim 

production or new production under the provisions of Title 

15, chapter 23, part 6, must be paid to the county treasurer 

in quarterly installments. The payments must be made on or 

before 5 p.m. on the last day of the months of November, 

February, May, and August. 

(2) Unless one-quarter of such taxes are paid on or 

before 5 p.m. on the last day of the months of November, 

February, May, and August of each year, any amount so 

payable is delinquent. 

(3) All such delinquent taxes must draw interest at 

the rate payable on delinquencies under 15-23-115. 

-10-
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(4) There must also be added to the delinquent taxes a 

penalty at the same rate as provided for delinquencies under 

15-23-104." 

Section 10. Section 15-23-601, MCA, is amended to 

read: 

''15-23-601. Definitions. As used 1n this part, the 

following definitions apply: 

(1) ''Excise tax'' means the windfall profit tax on 

domestic crude oil imposed by Title I of the federal Crude 

Oil Windfall Profit Tax Act of 1980, as enacted or as 

amended. 

.!.1.1_ (a) "Interim production" m_~?-ns the production of 

natural gas, ___12e~_~r:::__leum, or other crude or mineral oil from 

any well that: 

( i) had not produced natur~..!.__g_as , ___ p_~t ro__~_~um, or~~ 

crude or mineral oil d~_!:_~ng the 5 years imrnediat_el_y 

~eding the first month of interim _pr()_duction;_ and 

_i_i_~_l__ began intel:"im production after June 30_,_ 1985, and 

before January 1~ 1987: 

(b} Interim product~on, when used· in -~gnn_ection with a 

pooled or uni_~ized area, is treated as follows: 

(i) if a lease contains lan~_ that is partly within and 

.e_~rt1y outside of a pooled or unitized area, the_ l~Q.S!_that 

is outside of the pooled 0!:" unitized area must be_ considered 

a separate lease; and 
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(ii) a pooled or unitized area must be considered a 

separate leas~-· 

ti!t(J) (a) The term "new production'' means the 

production of natural gas, petroleum, or other crude or 

mineral oil from any ±ea~e well: 

ill that has not produced natural gas, petroleum, or 

other crude or mineral oil during the 5 years immediately 

preceding the first month of qualified new production-.; and 

ill2 on which the notificatism r·eguired in lS-16-121(2) 

was given. 

(b) New prof'·uction, wh~n used 1n connection ~-i~ 

pooled or ~~-!tized area, is treated ~:;_follow~ 

{i) if a _lease g_S?_1~tains land that is partly __ within an~ 

~~---outside of a pooled o~ __ unitized area, the land that 

is outside of the pooled or unitized _area must be considered 

a separate lease; and 

l!___!j_ __ a pooled or unitized ar~~ must be considered a 

separate lease. 

t3tl!l The terms "operator" and "producer" mean any 

person who engages in the business of drilling for, 

extracting, or producing any natural gas, petroleum, or 

other crude or mineral oil. 

t4till The term "well" includes each single well or 

group of wells, including dry wells, in one field or 

production unit and under the control of one operator or 

-12-
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producer." 

Section 11. Section 15-23-602, MCA, is amended to 

read: 

"15C2J-602. Statement of sales proceeds. (1) Except as 

provided in subsection (2), each operator or producer of 

natural gas, petroleum, or other crude or mineral oil must 

on or before April 15 in each year make out and deliver to 

the department of revenue a statement of the gross sales 

proceeds of such natural qas, petroleum, or other crude or 

mineral oil from each well owned or worked by such person 

during the next preceding calendar year. The gross sales 

proceeds shall be determined by multiplying the units of 

production sold from the well times the royalty unit value 

of that production at the well. Such statement shall be in 

the form prescribed by the departmen·t and must be verified 

by the oath of the operator or producer or the manager, 

superintendent. agent, president, or vice-president of such 

corporation, association, or partnership. Such statement 

shall show the following: 

(a) the name and address of the operat_or, together 

with a list in duplicate of the names and addresses of any 

and all persons owning or claiming any royalty interest Ul 

the production from the well or thP proceeds derived from 

the sale thereof, dnd thF amount or amuuots paid or yielded 

as royalty to each of such persons during the period covered 
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by the statement; 

the description and location of the well; (b) 

(C) the number of cubic feet of natural gas, barrels 

of petroleum or other crude or mineral oil sold from the 

well during the pe~iod cove~ed by the statement; 

(d) the g~oss sales p~oceeds in dollars and cents or, 

in the case of sales between parties not acting at arm•s 

length, the greater of the gross sales proceeds from or the 

fair market value of the products sold; 

(e) except for 0_~er im p~oduct ion and new product_ ion 

as defined in 15-23-601: 

( i} actual cost of extracting product from well: 

(ii) cost of const~uction, repairs, and betterments; 

(iii) actual cost of fire insurance and workers' 

compensation insurance; 

(iv) the amount paid or withheld in satisfaction of 

liability for excise taxes imposed by the U.S. 

the production, sale, or removal of the 

government on 

natural gas, 

petroleum, or other crude or mineral oil reported pursuant 

to subsection (l) {c), including a separate statement of the 

amount of such taxes paid or wilhheld from each royalty 

owner. 

(2) Each operator having in!_erim __ 2_£5?~Cti_?_!!_ o~_ new 

production as defined in 1~-23-601 shall, on or betore the 

last day of the months uf October, January, Apr~l, and July, 
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make out and deliver to the department of revenue a 

statement of the gross sales proceeds of such interim 

production or new production from each well owned or worked 

by such person during the preceding calendar quarter. The 

statement must Oe in the form prescribed by the department 

and verified as provided in subsection (1). The statement 

shall show the information required in subsections (l}(a) 

through (1)(d)." 

Section 12. Section 15-23-603, MCA, is ~mended to 

read: 

''15-23-603. Net proceeds how computed. (l) Except 

as provided in subsection (3), the department of revenue 

shall calculate and compute from the returns the gross sales 

proceeds of the product yielded from such well for the year 

covered by the statement and shdll calculate the net 

proceeds of the well yielded to the producer, which net 

proceeds shall be determined by subtracting from the gross 

sales proceeds thereof the following: 

{a) all royalty paid in cash by the operator or 

producer and the gross value of all royalty apportioned in 

kind by the operator or producer that shall be determined by 

using as the value 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 from the well out of which the 

royalty was paid; 
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{b) all money expended for necessary labor and 

machinery needed and used in the operation and development; 

(c) except as provided in subsection t4t 121• all 

money expended for necessary supplies needed and used in the 

operation and development; 

(d) all money expended for improvements, repairs, and 

betterments necessary in and about the working of the well; 

{e) that portion of all money, including costs of 

insurance, expended for the acquisition and operation of any 

vehicle used in thP operation and development of the well 

which bears the same ratio to all money expended for the 

acquisition and use of the vehicle during the year covered 

by the statement as the number of miles the vehicle is used 

in operation and development of the well during the year 

cove~ed by the statement bears to the total miles the 

vehicle is used during the year covered by the statement; 

{f) all money expended for fire insurance, workers' 

compensation insurance, liability insurance, and casualty 

insurance directly attributable to the operation and 

developm~nt of the well and for payments by operators to 

welfare and retirement funds when provided for in wage 

contracts between operators and employees; 

(g) all money expended for any performance or 

indemnity bonds required by the laws of this state or the 

rules of any state agency, with respect to the well for 
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which the net proceeds are being calculated; and 

(h) 70% of the amount paid or withheld in satisfaction 

of liability far· excise taxes imposed by the u.s. government 

on the production, sale, or removal of the natural gas, 

petroleum, or other crude or mineral oil yielded from such 

well, other than the amount of such taxes paid by or 

withheld from each royalty ownero; and 

(i) net p~oceeds determined under subsection (3). 

(2) No money invested in the well and improvements 

during any year except the year for which such statement is 

made may be included in such expenditures, except as 

provided in 15-23-604, and such expenditures may not include 

the salaries or any portion thereof of any person or officer 

not actually engaged in the working of the well 

superintending the management thereof. 

or 

(3) For ~n~~rim production or new production, net 

proceeds are the equivalent of the gross sales proceeds, 

without deduction for excise taxes, of the product yielded 

from such well for the year covered by the statement, except 

that in computing the total number of barrels of petroleum 

and other mineral or crude oil or cubic feet of natural gas 

produced, there shall be deducted therefrom so much thereof 

as is used in tt1e operation of the well from which the 

petroleum or other mineral or crude oil or natural gas is 

produced for pumping the petroleum or other mineral or crude 
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oil or natural gas from the well to a tank or pipeline. 

(4) To determine net proceeds under subsection_~~!.!~ 

lea~--~ ___ tgl_itized areas from which interim or new production 

and other production have been sold, the deductions allowed 

in subsections (l)(b) through (1) (hl __ ~~!_ .. be prorated on the 

basis of the num~er of barrels of interim and new production 

of oil or cubic feet of interim or new production of gas to 

the number of barrels of other productio~ of oil or cubic 

feet of other production of gas. 

t4tiil In calculating the deduction for mo·ney expended 

for necessary chemical supplies needed and used in a 

tertiary recovery project approved by the department of 

revenue, as provided in 15-36-101, the department shall 

require that the necessary chemical supplies, which include 

but are not limited to carbon dioxide supplies, be amortized 

over a 10-year period beginning with the year in which the 

money was expended ... 

Section 13. Section 15-23-604, MCA, is amended to 

read: 

"15-23-604. Deduction of drilling costs and capital 

expenditures. {1) Unless an operator or producer proceeds 

under subsection (2), the department of revenue in computing 

the deductions allowable for cost of drilling wells 

completed during the period and for other capital 

expenditures shall allow 10% of such cost each year for a 
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period of 10 years beginning: 

tat--aft~r--the--3-yeor--exemption--period--aliowed--t" 

%5-36-%%~-for-q~aiified-natttra±-ges-wells; 

tbt~ with the year natural gas from a nonqtlali£ied 

natural gas well is first placed into a natural gas 

distribution system; or 

tet~ with the year the pumping unit is installed on 

a crude oil well or the well flows. 

(2) The operator or producer may elect to amortize the 

cost over a period of 2 years if the well is less than 3,000 

feet deep. 

!3) The deduction of the costs in subsection (1) is 

not allowed on wells that are producing interim prod~~tion 

or new production, as defined in 15-23-§91, and may not be 

prorated on wells that are_ not producing interim production 

or ne~ __ production when a lease or unitized area has both 

interim or new produ-=.s..!:_on and other productio~~" 

Section 14. Section 15-23-605, MCA, is amended to 

read: 

u 15-23-605. Assessment of royal ties. ( 1) The amount of 

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

less 70% of the amount of excise taxes paid by or withheld 

from the royalty owner as reported pursuant to 15-23-602(8), 

shall be considered net proceeds to lhe recipient and shall 

be assessed as follows: upon recelpt of the lists or 
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schedules setting forth the names and addresses of any and 

all persons owning or claiming royalty and the amount paid 

or yielded as royalty to such royalty owners or claimants 

during the year for which such return is made, the 

department of revenue shall proceed to assess and tax the 

same as net proceeds of mines. 

(2) Net proceeds for 

production, as defined in 

interim produc~j~n_ and new 

15-23-601, includes royalties 

received without deduct ion for excise taxes.,. 

Section 15. Section 15-23-607, MCA, is amended to 

read: 

"15-23-607. County assessors to compute taxes. ( 1) 

Inunediately aft_er the board of county commissioners has 

fixed tax levies on the second Monday in August, the county 

assessor shall compute the taxes on such net proceeds, 

except as provided in %5-36-iii 15-23-612 and in subsection 

{2), and royalty assessments and shall deliver the book to 

the county treasurer on or before September 15. The county 

treasurer shall proceed to give full notice thereof to such 

operator and to collect the same in manner provided by law. 

{2) For interim pr2duction or new production, as 

defined in 15-23-601, the county assessor may not levy or 

assess any mills against the value of such interim 

E~oduction or new production, but shall instead levy a tax 

as follows: 
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(a) for interim production or new production of 

petroleum or other mineral or crude oil·, 7\ of net proceeds, 

as described in 15-23-603(3); or 

(b) for i_I!_t_~~i-m production or new production of 

natural gas, 12% of net proceeds, as described in 

15-23-603( 3). 

(3) The amount of tax levied in subsections (2}(a) and 

12}(b), divided by the appropriate tax rate and multiplied 

by 60%, shall be treated as taxable value for county bonding 

purposes. 

(4) The operator or producer shall be liable for the 

payment of said taxes and same shall, except as provided in 

15-16-121, be payable by and shall be collected from such 

operators in the same manner and under the same penalties as 

provided for the collection of taxes upon net proceeds of 

mines; provided, however, that the operator may at his 

option withhold from the proceeds of royalty interest, 

either in kind or in money, an estimated amount of the tax 

to be paid by him upon such royalty or royally interest. 

After such withholding any deviation between the estimated 

tax and the actual tax may be accounted for by adjusting 

subsequent withholdings from the proceeds of royalty 

interests." 

Section 16. Section lS-23-612, MCA, is amended to 

read: 
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''15-23-612. Certain natural gas, petroleum, or other 

crude or m~neral oil exempt. (1) Na~ttrai-9a~-produeed-8~ 

prov±ded-in-i5-36-%%%tit-ie-exempt--£rom--one-h8lf--the--net 

proe~e~~--tex--impo~ed-by-th±s-part-£or-3-yeere-beg±nn±n9-a~ 

prov±ded-±n-%5-36-l%lt3t-i£-the-reqttiremente-o£-%5-36-l~~t~t 

are-meto New production, as defined in 15-23-601, is exempt 

from the net proceeds tax imposed by this part for the first 

24 months _following the last day of t~e calendar month 

immediately pr~ceding the month in~ich: 

(a} natural gas is placed into a natural gas 

distributi~!!~_systern; or 

(b) production for sale from a crude oil cr mineral 

oil well is pumpe~-~~ flows. 

121_ ___ !\:fter the expiration of the _?_4-_month exemption 

period provided in subsectio_f!_ _l_}._l, new production of -~~~ural 

gas, petrole~~-' or other crude or mineral oil_ is subject to 

net proceeds ~ax imposed by tt"!is __ part. 

t~till Notwithstanding the provisions of ~tlb~eetio" 

subs~_'7:!:ions ( 1) anLJ11, all repol:"ting requirements under 

the net proceeds tax remain in effect." 

Section 17. Section 15-23-613, MCA, is amended to 

read: 

''15-23-613. Disposition of t8x~~--t"--t±eu--o£--"et 

proceed~ interim production and -~_££.2_g_uctio~ taxes. The 

county treasurer shall credit all taxes on interim ----
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production and new oil-or-98~ production, as provided for in 

15-23-607, in the relative proportions required by the 

levies for state, county, school district, and municipal 

purposes in the same manner as property taxes were 

distributed in the year preceding the budget year.'' 

NEW SECTION. Section 18. Allocation of new 

production. (1) If a lease has production that does not 

qualify for new or interim production and a producing well 

is completed on the lease after December 31, 1986, the 

allocation of the new production must be based on the 

average daily production per well. The average daily 

production per well must be determined by dividing the total 

production for the quarter by the number of well p~oduction 

days for the quarter. 

(2) The number of well production days for the quarter 

is the sum of the number of completed wells on the fi~st day 

of the quarter times the number of days in the quarter plus 

the number of days from the date of completion of any wells 

during the quarter to the end of the quarter. New production 

for the quarter must then be calculated by multiplying the 

average daily production per well times the number of wells 

completed after December 31, 1986, times the number of 

production days attributed to those wells for the quarter. 

The value of the production must be based on the average 

price received for the production for the quarter. 
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(3) Average daily production, well production days, 

and average price must be calculated each quarter. 

Section 19. Section 20-9-141, MCA, is amended to read: 

"20-9-141. Computation of general fund net levy 

requirement by county superintendent. (1) The county 

superintendent shall compute the levy requirement for each 

district's general fund on the basis of the following 

procedure: 

(a) Determine the total of the funding required for 

the district's final general fund budget less the amount 

established by the schedules in 20-9-316 through 20-9-321 by 

totaling: 

(i} the district's nonisolated school foundation 

program requirement to be met by a district levy as provided 

in 20-9-303~ 

{ii) the district's permissive levy amount as provided 

in 20-9-352; and 

(iii) any general fund budget amount adopted by the 

trustees of the district under the provisions of 20-9-353, 

including any additional levies authorized by the electors 

of the district. 

{b) Determine the total of the moneys available for 

the reduction of the property tax on the district for the 

general fund by totaling: 

(i) anticipated federal moneys received under the 
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provisions of Title I of Public Law 81-874 or other 

anticipated federal moneys received in lieu of such federal 

act; 

(ii) anticipated tuition payments for out-of-district 

pupils under the provisions of 20-5-303, 20-5-307, 20-5-312, 

and 20-5-313; 

(iii) general fund cash reappropriated, as established 

under the provisions of 20-9-104; 

(iv) anticipated or reappropriated state impact aid 

received under the provisions of 20-9-304; 

(v) anticipated or reappropriated motor vehicle fees 

and reimbursement under the provisions of 61-3-532 and 

61-3-536; 

(vi) anticipated net proceeds taxes for interim 

production and new production, as defined in 15-23-601; 

(vii) anticipated interest to be earned or 

reappropriated interest earned by the investment of general 

fund cash in accordance with the provisions of 20-9-213(4); 

and 

(viii) any other revenue anticipated by the trustees to 

be received during the ensuing school fiscal year which may 

be used to finance the general fund. 

(c) Subtract the total of the moneys available to 

reduce the property tax required to finance the general fund 

that has been determined in subsection (l)(b) from the total 

-25-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0932/01 

requirement determined in subsection (l)(a). 

{2) The net general fund levy requirement determined 

in subsection (l}(c) shall be reported to the county 

commissioners on the second Monday of August by the county 

superintendent as the general fund levy requirement for the 

district, and a levy shall be made by the county 

commissioners in accordance with 20-9-142." 

Section 20. Section 20-9-331, MCA, is amended to read: 

''20-9-331. Basic county tax and other revenues for 

county equalization of 

program. (1) It shall 

the elementary district foundation 

be the duty of the county 

commissioners of each county to levy an annual basic tax of 

28 mills on the dollars of the taxable value of all taxable 

property within the county for the purposes of local and 

state foundation program support. The revenue to be 

collected from this levy shall be apportioned to the support 

of the foundation programs of the elementary school 

districts in the county and to the state special revenue 

fund, state equalization aid account, in the following 

manner: 

(a) In order to determine the amount of revenue raised 

by this levy which is retained by the county, the sum of the 

estimated revenues identified in subsection (2) below shall 

be subtracted from the sum of the county elemenlary 

transportation obligation and the total of the foundation 
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programs of all elementary districts of the county. 

(b) If the basic levy prescribed by this section 

produces more revenue 

difference determined 

than is required to finance the 

above, the county treasurer shall 

remit the surplus funds to the state treasurer for deposit 

to the state special revenue fund, state equalization aid 

account, immediately upon occurrence of a 

and each subsequent month thereafter, 

surplus balance 

with any final 

remittance due no later than June 20 of the fiscal year tor 

which the levy has been set. 

(2} The proceeds realized from the county's portion of 

the levy prescribed by this section and the revenues from 

the following sources shall be used for the equalization of 

the elementary district foundation programs of the county as 

prescribed in 20-9-334, and a separate accounting shall be 

kept of such pcoceed.s a11<1 revenue~ by the t..:uuncy treasurer 

in accordance with 20-9-212(1): 

{a} the portion of the federal Taylor Grazing Act 

funds distributed to a county and designated for the common 

school fund under the provisions of 17-3-222; 

(b) the portion of the federal flood control act funds 

distributed 

the benefit 

to a county and designated for expenditure for 

of the county common schools under the 

provisions of !7-3-232; 

(c) all money paid into the county treasury as a 

-27-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0932/01 

result of fines for violations of law and the use of which 

is not otherwise specified by law; 

(d} any money remaining at the end of the immediately 

preceding school fiscal year in the county treasurer's 

account for the various sources of revenue established or 

referred to in this section; 

{e) any federal or state money, including anticipated 

or reappropriated motor vehicle fees and reimbursement under 

the provisions of 61-3-532 and 61-3-536, distributed to the 

county as payment in lieu of the property taxation 

established by thP county levy required by this section; and 

(f) net proceeds taxes for interim productio~~nd new 

production, as defined in 15-23-601.'' 

Section 21. Section 20-9-333, MCA, is amended to read: 

''20-9-333. Basic special levy and other revenues for 

county equalization of high school district foundation 

program. {1} It shall be the duty of the county 

commissioners of each county to levy an annual basic special 

tax for high schools of 17 mills on the dollar of the 

taxable value of all taxable property within the county for 

the purposes of local and state foundation program support. 

The revenue to be collected from this levy shall be 

apportioned to the support of the foundation programs of 

high school districts in the county and to the state special 

revenue fund, state equalization aid account, in the 
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following manner: 

(a} In order to determine the amount of revenue raised 

by this levy which is retained by the county, the estimated 

revenues identified in subsections (2)(a} and (2)(b) below 

shall be subtracted from the sum of the county•s high school 

tuition obligation and the total of the foundation programs 

of all high school districts of the county. 

(b) If the basic levy prescribed by this section 

produces more revenue than is required to finance the 

difference determined above, the county treasurer shall 

remit the surplus to the state treasurer for deposit to the 

state special revenue fund, state equalization aid account, 

immediately upon occurrence of a surplus balance and each 

subsequent month thereafter, with any final remittance due 

no later than June 20 of the fiscal year for which the levy 

has been set. 

(2) The proceeds realized from the county's portion of 

the levy prescribed in this section and the revenues from 

the following sources shall be used for the equalization of 

the high school district foundation programs of the county 

as prescribed in 20-9-334, and a separate accounting shall 

be kept of these proceeds by the county treasurer in 

accordance with 20-9-212(1): 

(a) any money remaining at the end of the immediately 

preceding school fiscal year in the county treasurer's 
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accounts for the various sources of revenue established in 

this section; 

{b) any federal or state moneys, including anticipated 

or reappropriated motor vehicle fees and reimbursement under 

the provisions of 61-3-532 and 61-3-536, distributed to the 

county as a payment in lieu of the property taxation 

established by the county levy required by this section; and 

(c) net proceeds taxes for interim production and new 

production, as defined in 15-23-601.'' 

SeCtion 22. Section 20-9-352, MCA, is amended to read: 

"20-9-352. Permissive amount and permissive levy. (1) 

Whenever the trustees of any district shall deem it 

necessary to adopt a general fund budget in excess of the 

foundation program amount but not in excess of the maximum 

general fund budget amount for such district as established 

by the schedules in 20-9-316 through 20-9-321, the trustees 

shall adopt a resolution stating the reasons and purposes 

for exceeding the foundation program amount. Such excess 

above the foundation program amount shall be known as the 

"permissive amount 11
, and it shall be financed by a levy on 

the taxable value of all taxable property within the 

district as pre~cribed in 20-9-141, supplemented with any 

biennial appropriation by the legislature for this purpose. 

The proceeds of such an appropriation shall be deposited to 

the state special revenue fund* permissive account. 
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(2) The district levies to be set for the purpose of 

funding the permissive amount are determined as follows: 

(a) For each elementary school district, the county 

commissioners shall annually set a levy not exceeding 6 

mills on all the taxable property in the district for the 

purpose of funding the permissive amount of the district. 

The permissive levy in mills 

multiplying the ratio of the 

shall be 

permissive 

obtained by 

amount to the 

maximum permissive amount by 6 or by using the numb~r of 

mills which would fund the permissive amount~ whichever is 

less. If the amount of revenue raised by this levy, plus 

anticipated or reappropriated motor vehicle fees and 

reimbursement under the provisions of 61-3-532 .;and 61-3-536, 

is not sufficient to fund the permissive amount in full, the 

amount of the deficiency shall be paid to the district from 

the state spPrial revenue fund according to the pcuvisions 

of subsections (3) and (4) of this section. 

(b) For each high school district, the county 

commissioners shall annually set a levy not exceeding 4 

mills on all taxable prope~ty in the district for the 

purpose of funding 

The permissive levy 

the permissive amount of the district. 

in mills shall be obtained by 

multiplying the ratio of the permissive levy to the maximum 

permissive amount by 4 or by using the number of mills which 

would fund the permissive amount, whichever is less. If the 
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amount of revenue raised by this levy, plus anticipated 

motor vehicle fees and reimbursement under the provisions of 

61-3-532 and 61-3-536, and plus net proceeds taxes for 

interim _Eroduction and new product ion, as defined in 

15-23-601, is not sufficient to fund the permissive amount 

in full, the amount of the deficiency shall be paid to the 

district from the state special revenue fund according to 

the provisions of subsections (3) and (4) of this section. 

(3) The superintendent of public instruction shall, if 

the appropriation by the legislature for the permissive 

account for the b·ennium is insufficient, request the budget 

director to submit a request for a supplemental 

appropriation in the second year of the biennium. The 

supplemental appropriation shall provide enough revenue to 

fund the permissive deficienc_y of the elementary and high 

school districts of the state. The proceeds of this 

appropriation shall be deposited to the state special 

revenue fund, permissive account, and shall be distributed 

to the elementary and high school districts in accordance 

with their entitlements as determined by the superintendent 

of public instruction according to the provisions of 

subsections (l) and {2) of this section. 

(4) Distribution under this section from the state 

special revenue fund shall be made in two payments. The 

first payment shall be made at the same time as the first 
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distribution of state equalization aid is made after January 

1 of the fiscal year. The second payment shall be made at 

the same time as the last payment of state equalization aid 

is made for the fiscal year. If the appropriation is not 

sufficient to finance the deficiencies of the districts as 

determined according to subsection (2), each district will 

receive the same percentage of its deficiency. Surplus 

revenue in the second year of the biennium may be used to 

reduce the appropriation required for the next succeeding 

biennium or may be transferred to the state equalization aid 

state special revenue fund if revenues in that fund are 

insufficient to meet foundation program requirements." 

Sect ion 23. Section 20-9-501, MCA, is amended to read: 

"20-9-501. Retirement fund. ( 1} The trustees of any 

district employing personnel who are members of th" 

teachers' retirement system or the public employees' 

retirement system or who are covered by unemployment 

insurance or who are covered by any federal social security 

system requiring employer contributions shall establish a 

retirement fund for the purposes of budgeting and paying the 

employer's contributions to such systems. The district's 

contribution for each 

teachers' retirement 

employee 

system 

who is 

shall 

a member of 

be calculated 

th" 

in 

accordance with Title 19, chapter 4, parl 6. The district's 

contribution for each employee who is a member of the public 
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employees' retirement system shall be calculated in 

accordance with 19-3-801. The district may levy a special 

tax to pay its contribution to the public employees' 

retirement system under the conditions prescribed in 

19-3-204. The district's contributions for each employee 

covered by any federal social security system shall be paid 

in accordance with federal law and regulation. The 

district's contribution for each employee who is covered by 

unemployment insurance shall be paid in accordance with 

Title 39, chapter 51, part 11. 

(2) The trustees of any district required to make a 

contribution to any such system shall include in the 

retirement fund of the preliminary budget the estimated 

amount of the employer's contribution and such additional 

moneys, within legal limitations, as they may wish to 

provide for the retirement fund cash reserve. After the 

final retirement fund budget has been adopted, the trustees 

shall pay the employer contributions to such systems in 

accordance with the financial administration provisions of 

this title. 

(3) When the final retirement fund budget has been 

adopted, the counly superintende11t shall establish the 

requirement by: 

levy 

(a) determining the sum of the moneys available to 

reduce the retirement fund levy requirement by adding: 
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(i) any anticipated moneys that may be realized in the 

retirement fund during the ensuing school fiscal year, 

including anticipated motor vehicle fees and reimbursement 

under the provisions of 61-3-532 and 61-3-536; 

(ii) net proceeds taxes for interim production and new 

production, as defined in 15-23-601; and 

(iii} any cash available for reappropriation as 

determined by subtracting the amount of the end-of-the-year 

cash balance earmarked as the retirement fund cash reserve 

for the ensuing school fiscal year by the trustees from the 

end-of-the-year cash balance in the retirement fund. The 

retirement fund cash reserve shall not be more than 35% of 

the final retirement fund budget for the ensuing school 

fiscal year and shall be used for the purpose of paying 

retirement fund warrants issued by the district under the 

final retirement fund budget. 

(b) subtracting the total of the moneys available for 

reduction of the levy requirement as determined in 

subsection (3)(a) from the budgeted amount for expenditures 

in the final retirement fund budget. 

(4) The county superintendent 

retirement fund levy requirements 

shall total 

separately 

the net 

for all 

elementary school districts, all high school districts, and 

all community college districts of the county, including any 

prorated joint district or special education cooperative 

-35-

2 

3 

4 

, 
6 

7 

8 

9 

10 

11 

12 

l3 

l4 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0932/01 

agreement levy requirements, and shall report each such levy 

requirement to the county commissioners on the second Monday 

of August as the respective county levy requirements for 

elementary district, high school district, and community 

college district retirement funds. The county commissione~s 

shall fix and set such county levy in accordance with 

20-9-142. 

(5} The net reti~ement fund levy requirement for a 

joint elementary district or a joint high school district 

shall be prorated to each county in which a part of such 

district is locatAJ in the same proportion as the district 

ANB of the joint district is distributed by pupil residence 

in each such county. The county superintendents of the 

counties affected shall jointly determine the net retirement 

fund levy requirement for each county as provided in 

20-9-151. 

(6) The net retirement fund levy requirement for 

districts that are members of special education cooperative 

agreements shall be prorated to each county in which such 

district is located in the same proportion as the budget for 

the special education cooperative agreement of the district 

bears to the total budget of the cooperative. The county 

superintendents of the counties affected shall jointly 

determine the net retirement fund levy requirement for each 

county in the same manner as provided in 20-9-151 and fix 
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and levy the net retirement fund levy for each county in the 

same manner: as provided in 20-9-152." 

Section 24. Section 20-10-144, MCA, is amended to 

read: 

"20-10-144. Computation of revenues and net tax levy 

requirements for the transportation fund budget. Before the 

fourth Monday of July and in accordance with 20-9-123, the 

county superintendent shall compute the revenue available to 

finance the transportation fund budget of each district. The 

county superintendent shall compute the revenue for each 

district on the following basis: 

(1) The "schedule amount" of the preliminary budget 

expenditures that is derived from the rate schedules in 

20-10-141 and 20-10-142 shall be determined by adding the 

following amounts: 

(a) the sum of the maximum reimbursable expenditures 

for all approved school bus routes maintained by the 

district (to determine the maximum reimbursable expenditure, 

multiply the applicable rate per bus mile by the total 

number of miles to be traveled during the ensuing school 

fiscal year on each bus route approved by the county 

transportation committee and maintained by such district); 

plus 

(b) the total of all individual transportation per 

diem reimbursement rates for such district as determined 
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from the contracts submitted by the district multiplied by 

the number of pupil-instruction days scheduled for the 

ensuing school attendance year; plus 

{c) any estimated costs for supervised home study or 

supervised correspondence study for the ensuing school 

fiscal year; plus 

(d) the amount budgeted on the preliminary budget for 

the contingency amount permitted in 20-10-143, except if 

such amount exceeds 10% of the total of subsections (l)(a), 

(l)(b), and 11) (c) or $100, whichever is larger, the 

contingency amount on the preliminary budget shall be 

reduced to such limitation amount and used in this 

determination of the schedule amount. 

(2) The schedule amount determined in subsection ( 1) 

or the 

whichever 

total preliminary transportation fund budget, 

is smaller, shall be divided by 3 and the 

resulting one-third amount shall be used to determine the 

available state and county revenue to be budgeted on the 

following basis: 

(a) the resulting one-third amount shall be the 

budgeted state transportation reimbursement, except that the 

state transportation reimbursement for the transportation of 

special education pupils under the provisions of 20-7-442 

shall be two-thirds of the schedule amount attributed to the 

transportation of special education pupils; 
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(b) the resulting one-third amount, except as provided 

for joint elementary districts in subsection (2)(e), shall 

be the budgeted county transportation reimbursement for 

elementary districts and shall be financed by the basic 

county tax under the provisions of 20-9-334; 

(c) the resulting one-third amount multiplied by 2 

shall be the budgeted county transportation reimbursement 

amount for high school districts financed under the 

provisions of subsection (5) of this section, except as 

provided for joint high school districts in subsection 

( 2) (e), and except that the county transportation 

reimbursement for the transportation of special education 

pupils under the provisions of 20-7-442 shall be one-third 

of the schedule amount attributed to the transportation of 

special education pupils; 

(d) when the district has a sufficient amount of cash 

for reappropriation and other sources of district revenue, 

as determined in subsection (3), to reduce the total 

district obligation for financing to zero, any remaining 

amount of such district revenue and cash reappropriated 

shall be used to reduce the county financing obligation in 

subsections (2}(b) or {2)(c) and, if such county financing 

obligations are reduced to zero, to reduce the state 

financial obligation in subsection (2)(a); and 

(e) the county revenue requirement for a joint 
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district, after the application of any district moneys under 

subsection (2)(d) above, shall be prorated to each county 

incorporated by the joint district in the same proportion as 

the ANB of the joint district is distributed by pupil 

residence in each such county. 

(3) The total of the moneys available for 

reduction of property tax on the district for 

transportation fund shall be determined by totaling: 

the 

the 

(a} anticipated federal moneys received under the 

provisions of Title I of Public Law 81-874 or other 

anticipated federnl moneys received in lieu of such federal 

act; plus 

(b} anticipated payments from other districts for 

providing school bus transportation services for 

district; plus 

such 

(c) anticipated payments from a parent or guardian for 

providing school bus transportation services for his child; 

plus 

to be earned by the (d) anticipated interest 

investment of transportation fund cash in accordance with 

the provisions of 20-9-213(4}; plus 

(e) anticipated motor vehicle fees and reimbursement 

under the provisions of 61-3-532 and 61-3-536; plus 

(f) net proceeds taxes for interim pro~uction and new 

production, as defined in 15-23-601; plus 
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[g) any other revenue anticipated by the trustees to 

be earned during the ensuing school fiscal year which may be 

used to finance the transportation fund; plus 

(h) any cash available for reappropriation as 

determined by subtracting the amount of the end-of-the-year 

cash balance earmarked as the transportation fund cash 

reserve for the ensuing school fiscal year by the trustees 

from the end-of-the-year cash balance in the transportation 

fund. Such cash reserve shall not be more than 20% of the 

final transportation fund budget for the ensuing school 

fiscal year and shall be for the purpose of paying 

transportation fund warrants issued by the district under 

the final transportation fund budget. 

(4) The district levy requirement for each district's 

transportation fund shall be computed by: 

(a) subtracting the schedule amount calculated in 

subsection (1) from the total preliminary transportation 

budget amount and, for an elementary district, adding such 

difference to the district obligation to finance one-third 

of the schedule amount as determined in subsection (2); and 

(b) subtracting the amount of moneys available to 

reduce the property tax on the district, as determined in 

subsection (3), from the amount determined in subsection 

(4)(a) above. 

(5) The county levy requirement for the financing of 
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the county transportation reimbursement to high school 

districts shall be computed by adding all such requirements 

for all the high school districts of the county, including 

the county's obligation for reimbursements in joint high 

school districts. 

(6) The transportation fund levy requirements 

determined in subsection (4) for each district and in 

subsection (5} for the county shall be reported to the 

county commissioners on the second Monday of August by the 

county superintendent as the transportation fund levy 

requirements for the district and for the county, and such 

levies shall be made by the county commissioners in 

accordance with 20-9-142." 

NEW SECTION. Section 25. Extension of authority. Any 

existing authority of the department of revenue or the board 

of oil and gas conservation to make rules on the subject of 

the provisions of this act is extended to the provisions of 

this act. 

NEW SECTIQN. Section 26. Codification instruction. 

Section 18 is intended to be codified as an integral part of 

Title 15, chapter 23, part 6, and th~ provisions of Title 

15, chapter 23, part 6, apply to section 18. 

NEW SECTION. Section 27. Coordination instructions. 

( 1) If either Senate Bill No. 262 or Senate Bill No. 66 and 

this act are passed and approved, Senate Bill No. 262 or 
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1 Senate Bill No. 66 are void. 

2 

3 

4 

(2) If both this act and Bill No. [LC 950] 

not passed and approved, section 10(3)(a)(ii) is void. 

NEW SECTION. Section 2B. Effective date 

are 

5 applicability. This act is effective on passage and approval 

6 and applies retroactively, within the meaning of 1-2-109, to 

7 taxable years beginning on or after January l, 1987. 

-End-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for SB383 , as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act defining "interim production" of petroleum, oil, and natural gas; revising the definition of "new 
production" of petroleum, oil, and natural gas; extending the uniform tax rate of net proceeds taxation to interim 
production and refined new production; providing an exemption from net proceeds taxes for 24 months for new 
production of natural gas, petroleum, and oil wells; providing for the prorating of deductions to determine net 
proceeds; providing for the quarterly payment of interim production and new production net proceeds taxes; revising 
the definition of "taxable valuation" as it applies to the county classification; and providing an immediate 
effective date and a retroactive applicability date. 

ASSUMPTIONS: 
1. The taxable value of the state will be $1,997,193,000 in FY88 and $2,024,661,000 in FY89 (REAC). 
2. New oil and gas production, as referred to in the proposed law, will remain constant at the estimated 1986 

level of 518,196 bbl. for oil, and 812,495 mcf. for gas. 
3. In FY88, the price of oil will be $14.799 per bbl. and the price of gas will be $2.046 per mcf. In FY89, 

the price of oil will be $16.48 per bbl. and the price of gas will be $2.302 per me£ (REAC). 
4. The university mill levy is 6 mills; the school equalization mill levy is 45 mills; the average levy for 

local government purposes is 79 mills. New oil and gas production net proceeds taxes are distributed in 
proportion to relative mill levies. 

5. The proposed law applies to new oil and gas production after January 1, 1987. It allows a net proceeds tax 
exemption for 24 months. 

6. The proposal would affect one quarter of FY87 collections. 
7. The proposal has no effect on the net proceeds taxes on current new production (interim production in the 

proposal). 

FISCAL IMPACT: 
Revenue Impact: 
University Levy 
School Equalization 

TOTAL 

Current Law 
$ 11, 983. 158 

89,873,685 
$101,856,843 

FY88 
Proposed Law 
$ 11,941,175 

89,554,812 
$101,495,987 

Difference 
($ 41,983) 
( 318,873) 
($360,856) 

The impact in FY87 would be 25% of FY88 or approximately $72,000. 

EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURES: 

Current Law 
$ 12,147,966 

91,109,745 
$103,257,711 

~ 
Proposed Law 
$ 12,064,067 

90,476,506 
$102,540,573 

Difference 
($ 83,899) 
( 633,239) 
($717,138) 

proposed law would result in local net proceeds revenue losses totaling $111,861 in FY87, 
304 in FY88, and .$1 ,1.11,192 in FY89. 

t.tCA""!V k'l£~- wu.r. ey-u/ 4 7 
Office of Budget~ and Program Planning 

Fiscal Note for SB383, as introduced. 
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APPROVED BY COMMITTEE 
ON TAXATION 

SENATE BILL NO. 363 

INTRODUCED BY GAGE, KOLSTAD, MCCALLUM, GIACOMETTO, 

IVERSON, GILBERT, HIRSCH 

A BILL FOR AN ACT ENTI1'LED: 11 AN ACT DEFINING 11 INTERIM 

PRODUCTION" OF PETROLEUM, OIL, AND NATURAL GAS; REVISING THE 

DEFINITION OF 11 NEW PRO_DUCTION 11 OF PETROLEUM, OIL, AND 

NATURAL GAS; EXTENDING THE UNIFORM RATE OF NET PROCEEDS 

TAXATION TO INTERIM PRODUCTION AND REDEFINBD NEW PRODUCTION; 

PROVIDING FOR THE EXEMPTION FROM NET PROCEEDS TAXES FOR ~4 

.!1_ MONTHS FOR NEW PRODUCTION FROM NATURAL GAS, PETROLEUM, 

AND OIL WELLS; PROVIDING FOR PRORATING OF DEDUCTIONS TO 

DETERMINE NET PROCEEDS; PROVIDING FOR QUARTERLY PAYMENT OF 

INTERIM PRODUCTION AND NEW PRODUCTION NET PROCEEDS TAXES; 

REVISING THE DEFINITION OF "TAXABLE VALUATION" AS IT APPLIES 

TO COUNTY. CLASSIFICATION; AMENDING 

7-7-2101, 7-7-2203, 7-14-2524, 

SECTIONS 

7-14-2525, 

7-1-2111, 

7-16-2327, 

15-6-206, 15-16-102, 15-16-121, 15-23-601 THROUGH 15-23-605, 

15-23-607, 15-23-612, 15-23-613, 20-9-141, 20-9-331' 

20-9-333, 20-9-352, 20-9-501, AND 20-10-144, MCA; AND 

PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE 

APPLICABILITY DATE." 

BE IT ENACT.t:D BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. section 7-l-2111, MCA, is amended to read: 

~"' "•""''"' caunc" 
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''7-1-2111. Classification of counties. (1) For the 

purpose of regulating the compensation and salaries of all 

county officers, not otherwise provided for, and for fixing 

the penalties of officers 1 bonds, the several counties of 

this state shall be classified acco~ding to that percentage 

of the true and full valuation of the property therein upon 

which the tax levy is made, as follows: 

(a) first class--all counties having such a taxable 

valuation of $50 million or over; 

(b) second class--all counties having such a taxable 

valuation of more than $30 million and less than $50 

million; 

{c) third class--all counties having such a taxable 

valuation of more than $20 million and less than $30 

million; 

(d) fourth class--all counties having such a taxable 

valuation of more than $15 million and less than $20 

million; 

(e) fifth class--all counties having such a taxable 

valuation of more than $10 million and less than $15 

million; 

(f) sixth class--all COIJOties having such a taxable 

valuation of more than $5 million and less than $10 million; 

{g) seventh class--all counties having such a taxable 

valuation of less than $5 million. 

-2- SB 363 
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(2) As used in this section, taxable valuation means 

the taxable value of taxable property in the county as of 

the time of determination plus: 

(a) that portion of the taxable value of the county on 

December 31, 1981, attributable to automobiles and trucks 

having a rated capacity of three-quarters of a ton or 

a~d 

less; 

(b) the amount of interim production and new 

production taxes levied, as provided in 15-23-607, divided 

by the appropriate tax rates described in 15-23-607(2)(a) or 

(2)(b) and multiplied by 60%~; and 

i£L the amount of value repres~nted by new production 

exempted from tax as provided in 15-23-612." 

Section 2. Section 7-7-2101, MCA, is amended to read: 

"7-7-2101. Limitation on amount of county 

indebtednPss. (1) No county may become indebted in any 

manner or for any purpose to an amount, including existing 

indebtedness, in the aggregate exceeding 23% of the total of 

the taxable value of the property therein subject to 

taxation, plus the amount of in~~~im production and new 

production taxes levied divided by the appropriate tax rates 

described in l5-23-607(2)(a) or (2)(b) and multiplied by 

60%, ~the amount of value repr~?~_!]_t_e_4_ --~y new product ion 

exempted from tax_as provided in 15-23-612, as ascertained 

by the last assessment for state and county taxes previous 
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to the incurring of such indebtedness. 

{2) No county may incur indebtedness or liability for 

any single purpose to an amount exceeding $500,000 without 

the approval of a majority of the electors thereof voting at 

an election to be provided by law, except as provided in 

7-21-3413 and 7-21-3414. 

(3) Nothing in this section shall apply to the 

acquisition of conservation easements as set forth in Title 

76, chapter 6." 

Section J. 

11 7-7-2203. 

indebtedness. 

Section 7-7-2203, MCA, is amended to read: 

Limitation on amount of bunded 

(1) Except as provided in subsections (2) 

through (4)t no county may issue general obligation bonds 

for any purpose which, with all outstanding bonds and 

warrants except county high school bonds and emergency 

bonns, will exceed 11.25% of the total of the taxable value 

of the property therein, plus the amount of interim 

produc~~~ and new production taxes levied divided by the 

appropriate tax rates described in 15-23-607(2)(a) or (2)(b) 

and multiplied by 60%, plus the amount of value represented 

by new production exempted from tax as provided in 

15-23-612, to be ascertained by the last assessment for 

state and county taxes prior to the proposed issuance of 

bonds. 

(2) In addition to the bonds allowed by subsection 

-4- SB 383 
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(1), a county may issue bonds which, with all outstanding 

bonds and warrants, will not exceed 27.75% of the total of 

the taxable value of the property in the county subject to 

taxation, plus the amount of interi~ production and new 

production taxes levied divided by the appropriate tax rates 

described in l5-23-607(2)(a) or (2)(b) and multiplied by 

60%, .l2_lus the amount _of value represe!l-ted by new pro~uction 

exempted from tax as provided in 15-23-612~ when necessary 

to do so, the purpose of acquiring land for a site for 

county high school buildings and for erecting or acquiring 

buildings thereon and furnishing and equipping the same for 

county high school purposes. 

{3) In addition to the bonds allowed by subsections 

(1) and (2), a county may issue bonds for the construction 

or improvement of a jail which will not exceed 12.5% of the 

taxable value of the property in the county subject to 

taxation. 

(4) The limitation in subsection {l) shall not apply 

to refunding bonds issued for the purpose of vaying or 

retiring county bonds lawfully issued prior to January 1, 

1932.'' 

Section 4. Section 7-14-2524, MCA, is amended to read: 

''7-14-2524. Limitation on amount of bonds issued 

excess void. (1) Excepl as otherwise provided hereatter and 

~n ·7-7-2203 and 7-7-2204, no county shall issue bonds which, 
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with all outstanding bonds and warrants except county high 

school bonds and emergency bonds, will exceed 11.25\ of the 

total of the taxable value of the property therein, plus the 

amount of interim production and new production taxes levied 

divided by the appropriate tax rates described in 

15-23-607(2)(a) or (2)(b) and aultiplied by 60%, plus the 

a.mount of value Eepresented by new production exempted fro'!!_ 

~~s provided in 15-2}-612. The taxable property and the 

amount of in~-~Eim production and_ new production taxes levied 

shall be ascertained by the last assessment for state dod 

county taxes prior to the issuance of such bonds. 

( 2) A county may issue bonds which, with all 

outstanding bonds and warrants except county high school 

bonds, will exceed 11.25% bul will not exceed 22.5% of the 

total of the taxable value of such property, plus the amount 

of interim production and new production taxes levied 

divided by the appropriate tax rates described in 

l5-23-607(2)(a) or (2)(b) and multiplied by 60%, pl_ll_§_____!he 

amount of v~~ue represented by n~~ _product ion_ exempted ___f_£_o~ 

ta~_ a_s _ _provided in 15-_?3-612, when necessary for the purpose 

of replacing, rebuilding, or repairing county buildings, 

bridges, or highways which have been destroyed or damaged by 

an act of God, disaster, catastrophe, or accident. 

(3) The value of the bonds issued and all other 

outstanding indebtedness of the ~ounty, except county high 
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school bonds, shall not exceed 22.5% of the total of the 

taxable value of the property within the county, plus the 

amount of interim produc~_i.~-~ -~~-~ new production taxes levied 

divided by the appropriate tax rates described in 

l5-23-607(2)(a) or (2)(b) and multiplied by 60\, ~ __ the 

amoun~ _ _?f value represented by new production exem~d from 

tax as provided in 15-23-612, as ascertained by the last 

preceding general assessment.'' 

Section 5. Section 7-14-2525, MCA, is amended to read: 

''7-14-2525. Refunding agreements and refunding bonds 

authocized. (1) Whenever the total indebtedness of a county 

exceeds 22.5\ of the total of the taxable value of the 

property therein, plus the amount of !~~erim production and 

new production taxes levied divided by the appropriate tax 

rates described in 15-23-607(2)(a) o~ (2)(b) and multiplied 

by 60\, plus the amount of ~-~!.ue represented by new 

produc_!:.)_~n exempted from tax as provided in 15-23-61_?_! and 

the board determines that the county is unable to pay such 

indebtedness in full, the board may: 

(a) negotiate with the bondholders for an agreement 

whereby the bondholde~s agree to accept less than the full 

amount of the bonds and the accrued unpaid interest thereon 

in satisfaction thereof; 

(b) enter into such agreementi 

{c) ~ssue refunding bonds for the amount ag~eed upon. 
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(2) These bonds may be issued in more than one series, 

and each series may be either amortization or serial bonds. 

(3) The plan agreed upon between the board and the 

bondholders shall be embodied in full in the resolution 

providing for the issue of the bonds.'' 

Section 6. Section 7-16-2327, MCA, is amended to read: 

"7-16-2327. Indebtedness for park purposes. ( 1) 

Subject to the provisions of subsection (2}, a county park 

board, in addition to powers and duties now given under law, 

shall have the power and duty to contract an indebtedness in 

behalf of a county, upon the credit thereof, 

purposes of 7-16-2321(1) and (2). 

for the 

( 2) (a) The total amount of indebtedness authorized to 

be contracted in any form, including the then-existing 

indebtedness, must not at any time exceed 13% of the total 

of the taxable value of the taxable property in the county, 

plus the amount of interim production an~ new production 

taxes levied divided by the appropriate tax rates described 

in 15-23-607(2) (a) or (2) (b) and multiplied by 60%, l'lll§ __ the 

amC?_unt of value represented by new production -~xempted_.!_:om 

tax as provided in 15-23-612, ascertained by the last 

assessment for state and county taxes previous to the 

incurring of such indebtedness. 

(b) No money may be borrowed on bonds issued fo~ the 

purchase of lands and improving same for any such purpose 
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until the proposition has been submitted to the vote of 

those qualified under the provisions of the state 

constitution to vote at such election in the county affected 

thereby and a majority vote is cast in favor thereof.'' 

Section 7. Section 15-6-208, MCA, is amended to read: 

"15-6-208. Mineral exemptions. (1) One-half of the 

contract sales price of coal sold by a coal producer who 

extracts less than 50,000 tons of coal in a calendar year is 

exempt from taxation. 

(2) Metal mines producing less than 20,000 tons of ore 

in a taxable year shall be exempt from property taxation on 

one-half of the merchantable value. 

(3) New production! _as defined in 15-23-601, is exempt 

from taxation for the first ~4 ~ ~~lhs. of pro~uction as 

E.£9_'-!_ided in 15-23-612." 

Section 8. Section 15-16-102, MCA, is amended to read: 

''15-16-102. Time for payment penalty for 

delinquency. All taxes levied and assessed in the state of 

Montanar except assessments made for special improvements in 

cities and towns payable under 15-16-103 and assessments 

made on interim_Qroduction and new production as provided in 

Title 15, chapter 23, part 6, and payable under 15-16-121, 

shall be payable as follows: 

(l) one-half of the amount of such taxes shall be 

payable on or before 5 p.m. on November 30 of each year and 
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one-half on or before 5 p.m. on May 31 of each year. 

(2) Unless one-half of such taxes are paid on or 

before 5 p.m. on November 30 of each year, then such amount 

so payable shall become delinquent and shall draw interest 

at the rate of 5/6 of 1\ per month from and after such 

delinquency until paid and 2% shall be added to the 

delinquent taxes as a penalty. 

(3) All taxes due and not paid on or before 5 p.m. on 

May 31 of each year shall be delinquent and shall draw 

interest at the rate of 5/6 of 1% per month from and after 

such delinquency until paid and 2% shall be added to the 

delinquent taxes as a penalty.'' 

Section 9. Section 15--16-121, MCA, is amended to read: 

"15-16-121. Payment of interim production and new 

production taxes. (1} Taxes levied and assessed on interim 

production or new production under the provisions of Title 

15, chapter 23, part 6, must be paid to the county treasurer 

in quarterly installments. The payments must be made on or 

before 5 p.m. on the last day of the months of November, 

February, May, and August. 

{2) Unless one-quarter of such taxes are paid on or 

before 5 p.m. on the last day of the months of November, 

February, May, and August of each year, any amount so 

payable is delinquent. 

(3) All such delinquent taxes must draw interest al 
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the rate payable on delinquencies under 15-23-115. 

(4) There must also be added to the delinquent taxes a 

penalty at the same rate as provided for delinquencies under 

15-23-104." 

Section 10. Section 15-23-601, MCA, is amended to 

read: 

''15-23-601. Definitions. As used in this part, the 

following definitions apply: 

( 1) "Excise tax~ means the windfall profit tax on 

domestic crude oil imposed by Title I of the federal Crude 

Oil Windfall Profit Tax Act of 1980, as enacted or as 

amended. 

( 2) (a) "Interim __££Oduct ion" means the product ion of 

natural gas, petroleum, or other crude or miner~--~~]. from 

any well that: 

(i) had no~~ce~~natural gas, petroleum, or other 

crude or mineral oil during the 5 ~'!!_~ J~~Q_iately 

preceding the first month of inte!im productioni and 

(ii) began int~!irn production after June 30, 1985, and 

before January 1, 1987. 

(b) Interim production, when used in connection with a 

pooled or unitiz~~ area, is treated as follows: 

{i) if a lease contains land that is partly within and 

partly outside of a pooled or unitized area, the land ~hat 

is outside _9f the pooled or unitized area must __ !?~_S:?_0§!__<!_~red 
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a separate lease; and 

1_!__i) a pooled or unitized area m_ust be considered ___ ~ 

separate lease. 

t~t 12L~ ( aj_ The term "new production'' means the 

production of natural gas, petroleum, or other crude or 

mineral oil from any ie8~~ well: 

i~l that has not produced natural gas, petroleum, or 

other crude or mineral oil during the 5 years iiTU11edlately 

preceding the first month of qualified new productionoL_and 

(ii) on which the notification required in 15-36-:12l(I_)_ 

was given. 

1£1_ ~ew production, when used in c~~nection wi~~ 

Q~~led or unitized area, is tr.~ated as follows: 

(i) if a l~ase contains land that is partly within and 

~- outside of a pooled or unitize? __ ~~-~O:! __ th~ _ _!and that 

is outside of the pooled or un!tized area must be considered 

a separate lease; and 

..Lii) a pooled or unitized area must be considered a - .. ---···-----

separate lease. 

t3t.t!l The terms "operator" and "producer" mean any 

person who engages in the business of drilling for, 

extracting, or producing any natural gas, petroleum, or 

other crude or mineral oil. 

t4till The term "well" includes each single well or 

group of wells, including dry wells, in one field or 
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production unit and under the control of one operator or 

producer.~ 

Section 11. Section 15-23-602, MCA, is amended to 

read: 

''15-23-602. Statement of sales proceeds. (1) Except as 

provided in subsection (2), each operator or producer of 

natural gas, petroleum, or other crude or mineral oil must 

on or before April 15 in each year make out and deliver to 

the department of revenue a statement of the gross sales 

proceeds of such natural gas, petroleum, or other crude or 

mineral oil from each well owned or worked by such person 

during the next preceding calendar year. The gross sales 

proceeds shall be determined by multiplying the units of 

production sold from the well times the royalty unit value 

of that production at the well. Such statement shall be in 

the form prescribed by the department and must be verified 

by the oath of the operator or producer or the manager, 

superintendent, agent, president, or vice-president of such 

corporation, association, or partnership. Such statement 

shall show the following: 

(a) the name and address of the operator, together 

with a list in duplicate of the names and addresses of any 

and all persons owning or claiming ctny royalty interest in 

the production (rom the well or tile proceeds derived from 

the sale thereof, and the amotJnt or amounts paid or yielded 
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as royalty to each of such persons during the period covered 

by the statement; 

(b) the description and location of the well; 

(c) the number of cubic feet of natural gas, barrels 

of petroleum or other crude or mineral oil sold from the 

well during the pe~iod covered by the statement; 

(d) the gross sales proceeds in dollars and cents or, 

in the case of sales between parties not acting at arm's 

length, the g~eate~ of the gross sales p~oceeds from or the 

fair market value of the products sold; 

(e) except for interim production and new production 

as defined in 15-23-601: 

(i) actual cost of extracting product from well; 

{ii) cost of construction, repairs, and betterments; 

(iii) actual cost of fire insurance and workers' 

compensation insurance; 

(iv) the amount paid or withheld in satisfaction of 

liability for excise taxes imposed by the u.s. government on 

the production, sale, or removal of the natural gas, 

petroleum, or other crude or mineral oil reported pursuant 

to subsection (l)(c), including a separate statement of the 

amount of such taxes paid or withheld from each royalty 

owner. 

(2) Each operator having ~erim _£!Oduction or new 

production as defined in 15-23-601 shall, 011 or before the 
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last day of the months of October, January, April, and July, 

make out and deliver to the department of revenue a 

statement of the gross sales proceeds of such interim 

production or new production from each well owned or worked 

by such person during the preceding calendar quarter. The 

statement must be in the form prescribed by the department 

and verified as provided in subsection (1). The statement 

shall show the information required in subsections (l)(a) 

through (l)(d)." 

Section 12. Section 15-23-603, MCA, is amended to 

read: 

''15-23-603. Net proceeds how computed. (1) Except 

as provided in subsection (3), the department of revenue 

shall calculate and compute from the returns the gross sales 

proceeds of the product yielded from such well for the year 

covered by the statement and shall calculate the net 

proceeds of the well yielded to the producer, which net 

proceeds shall be determined by subtracting from the gross 

sales proceeds thereof the following: 

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

producer and the gross value of all royalty apportioned in 

kind by the operator or producer that shall be determined by 

using as the value 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 from the well out of which the 
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royalty was paid; 

(b) all money expended for necessary labor and 

machinery needed and used in the operation and development; 

(c) except as provided in subsection t4t l?~, all 

money expended for necessary supplies needed and used in the 

operation and development; 

(d) all money expended for improvements, repairs, and 

betterments necessary in and about the working of the well; 

(e) that portion of all money, including costs of 

insurance, expended for the acquisition and operation of any 

vehicle used in the operation and development of the well 

which bears the same ratio to all money expended for the 

acquisition and use of the vehicle during the year covered 

by the statement as the number of miles the vehicle is used 

in operation and development of the well during the year 

covered by the statement bears to the total miles the 

vehicle is used during the year covered by the statement; 

(f) all money expended for fire insurance, workers' 

compensation insurance, liability insurance, and casualty 

insurance directly attributable to the operation and 

development of the well and for payments by operators to 

welfare and retirement funds when provided for in wage 

contracts between operators and employees; 

(g) all money expended for any performance or 

indemnity bonds required by the laws of this state or the 
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rules of any state agency, with respect to the well for 

which the net proceeds are being calculated; 8ftd 

(h) 70\ of the amount paid or withheld in satisfaction 

of liability for excise taxes imposed by the U.S. government 

on the production, sale, or removal of the natural gas, 

petroleum, or other crude or mineral oil yielded from such 

well, other than the amount of such taxes paid by or 

withheld from each royalty ownero; an~ 

<!) net proceeds de~ermined under __ subsection (3). 

(2) No money invested in the well and improvements 

during any year except the year for which such statement is 

made may be included in such expenditures, except as 

provided in 15-23-604, and such expenditures may not include 

the salaries or any portion thereof of any person or officer 

not actually engaged in the working of the well 

superintending the management thereof. 

or 

(3) For interim production o~ new production, net 

proceeds are the equivalent of the gross sales proceeds, 

without deduction for excise taxes, of the product yielded 

from such well for the year covered by the statement, except 

that in computing the total number of barrels of petroleum 

and other mineral or crude oil or cubic feet of natural gas 

produced, there shall be deducted therefrom so much thereof 

as is used in the operation of the well from which the 

petroleum or other mineral or cr~de oil or natural gas lS 
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produced for pumping the pet~oleum or other mineral or crude 

oil or natural gas from the well to a tank or pipeline. 

(4J To determine net proceeds under subsection (1) for 

lease or unitized areas from which interim or new production 

and other production have been sold, the deductions allowed 

in subsections (1} (b) _through (1) (h) must be prorated on the 

basis of the number of bartels of interim and new production 

of oil or cubic feet of interim or new production of gas to 

!he number of batrels of other production of oil or cubic 

feet of other production o~~ 

t47L~ In calculating the deduction for money expended 

for necessary chemical supplies needed and used in a 

tertiary recovery project approved by the department of 

revenue, as provided in 1~-36-101, the department shall 

require that the necessary chemical supplies, which include 

but are not limited to carbon dioxide supplies, be amortized 

over a 10-yeat period beginning with the year in which the 

money was expended." 

Section 13. Section 15-23-604, MCA, is amended to 

read: 

''15-23-604. Deduction of drilling costs and capital 

expenditures. ( 1) Unless an operator or producer proceeds 

unde( subsection (2), the departMent of revenue in computing 

the deductions allowable fo( cost of drilling wells 

completed during the period and for other capital 
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expenditures shall allow 10% of such cost each year for a 

period of 10 years beginning: 

tat--efter--the--3-yea~--exemp~io"--per±od--aiiowed--in 

~5-36-l%i-Eor-q~a~±~ied-nat~ral-~a~-we±l~7 

tbt~ with the year natural gas from a nonq~ali£ied 

natural gas well is first placed into a natural gas 

distribution system; or 

teti£1 with the year the pumping unit is installed on 

a crude oil well or the well flows. 

(2) The operator or producer may elect to amortize the 

cost over a period of 2 years if the well is less than 3,000 

feet deep. 

(3) The deduction of the costs in subsection (1) is 

not allowed on wells that are producing interim production 

or nPw production, as defined in 15-23-601, and may not be 

2rorated on wells that are not producing in~erim production 

~~~ production when a lease or- unitized area has. both 

interim or new production and other production." 

Section 14. Section 15-23-605, MCA, is amended to 

read: 

"15-23-605. Assessment of royalties. (1} The amount of 

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

less 70% of the amount of excise taxes paid by or withheld 

from the royalty owner as reported pursuant to 15-23-602(8), 

shall be consider-ed net proceeds to the recipient and shall 
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be assessed as follows: upon receipt of th~ lists or 

schedules setting forth the names and addresses of any and 

all persons owning or claiming royalty and the amount paid 

or yielded as royalty to such royalty owners or claimants 

during the year for which such return is made, the 

department of revenue shall proceed to assess and tax the 

same as net proceeds of mines. 

(2) Net proceeds for interi..!!!_ __ p_r_oduction and new 

production, as defined in 15-23-601, includes royalties 

received without deduction for excise taxes.'' 

Section 15. Section 15-23-607, MCA, is amended to 

read: 

"15-23-607. County assessors to compute taxes. (1) 

Immediately after the board of county commissioners has 

fixed tax levies on the second Monday in August, the county 

assessor shall compute the taxes on such net proceeds, 

except as provided in +5-36-i~t 15-23-612 and in subsection 

(2), and royalty assessments and shall deliver the book to 

the county treasurer on or before September 15. The county 

treasurer shall proceed to give full notice thereof to such 

operator and to collect the same in manner provided by law. 

(2) For interim production or new production, as 

defined in 15-23-601, the county assessor may not levy or 

assess any mills against the value of such interim 

production --~! new production, but shall instead levy a tax 
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as follows: 

(a) for in~~rim production or new production of 

petroleum or other mineral or crude oil, 7% of net proceeds, 

as described in 15-23-603(3): or 

(b) for interim production o~ new production of 

natural gas, 

15-23-603( 3). 

12\ of net proceeds, as described in 

(3) The amount of tax levied in subs~ctions (2)(a) and 

(2)(b), divided by the appropriate tdX rate and multiplied 

by 60%, shall be treated as taxable value for county bonding 

purposes. 

(4) The operator or producer shall be liable for the 

payment of said taxes and same shall, except as provided in 

15-16-121, be payable by and shall be collected from such 

operators in the same ffidnner and under the same penalties as 

provided for the collection of taxes upon net proceeds of 

mines; provided, however, that the operator may at his 

option withhold from the proceeds of royalty interest, 

either in kind or in money, an est1m~ted amount of the tax 

to be paid by him upon such royalty or royalty interest. 

After such withholding any deviation between the estimated 

tax and the actual tax may be accOUilled for by adiusting 

subspquent withh~ldings from the proceeds of royalty 

interests." 

Section 16. Section lS-23-612, MCA, 1S amendPd to 
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read: 

''15-23-612. Certain natural gas, petrole~m, or other 

crude or mineral oil exempt. (l) Nftttl~al-9as-pro~tteed-as 

pro~ided-in-i5-36-i~it~t-is-exempt--£rom--one-halr--ehe--net 

proeeed~--t8x--~mpo~ed-hy-this-par~-for-3-yeer~-be9~nning-as 

prev~derl-in-r5-36-XZ±t3t-ir-the-reqtli~ements-o£-l5-36-f%it~t 

are-me~~ New production, as defined in 15-23-601, is exempt 

from the~~! proceeds tax imposed by this part for the first 

r4 12 months following the last day of the caleng~~- month 

immediately preceding the month }n which: 

(a) nat~ral gas is placed into 

distribution systen_t_~-~ 

a natural ~ 

(b) production for s_al_~_ from a crude oil or mineral 

oil well ~--p~mped or flows. 

(2) After the exp~ration of the ;24-month 12-MONTH 

ex~_!!I_Et .ion period provided in ___?_ubsect ion ( 1) , new product ion 

of natur~! gas, petroleum, or other crude or mineral oil is 

subject to net proceeds t~x i~QOsed by this part. 

t%71:!1_ Notwithstanding the provisions of :!lttb:=!!eel:i-on 

subse~~.~n_§_ (1) and (_:u_, all reporting requirements under 

the net proceeds tax remain in effect.'' 

Section 1'7. Section 15-·23-613, MCA, is amended to 

read: 

''15-23-613. Disposition ot taxes -in--lieu---of---net 

~roeeeds inter1m Eroduc~~~~ and new 2!~Q_uction taxes. The 
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county treasurer shall credit all taxes on interim 

production and new o±T-or-g~e production, as provided for in 

15-23-607, in the relative proportions required by the 

levies for stale, county, school district, and municipal 

purposes in the same manner as property taxes were 

distributed in the year preceding the budget year.'' 

NEW SECTION. Section lB. Allocation of new 

production. (l) If a lease has production that does not 

qualify for new or interim production and a producing well 

is completed on the lease after December 31, 1986, the 

allocation of the new production must be based on the 

average daily production per well. The average daily 

production per well must be determined by dividing the total 

production for the quarter by the number of well production 

days for the quarter. 

(2) The number of well production days for the quarter 

is the sum of the number of completed wells on the first day 

of the quarter times the nurr1t ~r of days in the quarter plus 

the number of days from the date of completion of any wells 

during the quarter to the end of the quarter. New production 

for tpe quarter must then be calcula~ed by multiplying the 

average daily production per well times the number of wells 

completed after December 31, 1986, times the number of 

production days attributed to those wells for the quarter. 

The value of the production must be based on the average 
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price received for the production for the quarter. 

(3) Average daily production, well production days, 

and average price must be calculated each quarter. 

Section 19. Section 20-q-141, MCA, is amended to read: 

"20-9-141. Computation of general fund net levy 

requirement by county superintendent. (1) The county 

superintendent shall compute the levy requirement for each 

district's general fund on the basis of the following 

procedure: 

(a) Determine the total of the funding required for 

the district's final general fund budget less the amount 

established by the schedules in 20-9-316 through 20-9-321 by 

totaling: 

(i) the district's nonisolated school foundation 

program requirement to be met by a district levy as provided 

in 20-9-303; 

(ii) the district's permissive levy ~nount as provided 

in 20-9-352; and 

(iii) any general fund budget amount adopted by the 

trustees of the district under the provisions of 20-9-353, 

including any additional levies authorized by the electors 

of the district. 

(b) Determine the total of the moneys available for 

the reduction of the property tax on the district for the 

general fund by totaling: 
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1 (i) anticipated federal moneys received under the 

2 provisions of Title of Public Law 81-874 or other 

3 anticipated federal moneys received in lieu of such federal 

4 act; 

5 (ii) anticipated tuition payments for out-of-district 

6 pupils under the provisions of 20-5-303, 20-5-307, 20-5-312, 

7 and 20-5-313; 

8 (iii) general fund cash reappropriated, as established 

9 under the provisions of 20-9-104; 

10 (iv) anticipated or reappropriated state impact aid 

ll received under tl1e provisions of 20-9-304; 

12 (v) anticipated or reappropriated motor vehicle fees 

13 and reimbursement under the provisions of 61-3-532 and 

14 61-3-536; 

15 (vi) anticipated net proceeds taxes for interim -----

16 P!oduction and new production, as defined in 15-23-601; 

l7 (vii) anticipated interest to be earned or 

18 reappropriated interest earned by the investment of general 

19 fund cash in accordance with the provisions of 20-9-213(4); 

20 and 

21 (viii) any other revenue anticipated by the trustees to 

22 be received during the ensuing school fiscal year which may 

23 be used to tinance the qeneral fund. 

24 (c) Subtract the total of the moneys available to 

25 redLlCe the property tax required to finance the general fund 
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that has been determined in subsection (l)(b) from the total 

requirement determined in subsection (l)(a). 

{2) The net general fund levy requirement determined 

in subsection (l)(c) shall be reported to the county 

commissioners on the second Monday of August by the county 

superintendent as the general fund levy requirement for the 

district, and a levy shall be made by the county 

commissioners in accordance with 20-9-142." 

Section 20. Section 20-9-331, MCA, is amended to read: 

''20-9-331. Basic county tax and other revenues for 

county equalization of the elementary district foundation 

program. ( 1) It shall be the duty of the county 

commissioners of each county to levy an annual basic tax of 

28 mills on the dollars of the taxable value of all taxable 

property within the county for the purposes of local and 

state foundation program support. The revenue to be 

collected from this levy shall be apportioned to the support 

of the foundalion programs of the elementary school 

districts in the county and to the state special revenue 

fund, stQte equalization aid account, in the following 

manner: 

(a) In order to determine the amount of revenue raised 

by this levy which lS retained by the county, the sum of the 

estimated revenues identified in subsection (2) helow shall 

be subtracted from the sum of lhe county elementary 
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transportation obligation and the total of the foundation 

programs of all elementary district~ of the county. 

(b) If the basic levy prescribed by this section 

produce~ more revenue than 1s required to finance the 

difference determined above, the county treasurer shall 

remit the surplus funds to the state treasurer for deposit 

to the state special revenue fund, state equalization aid 

account, immediately upon occurrence of a surplus balance 

dild each subsequent month thereafter, with any final 

remittance due no later than June 20 of the fiscal year for 

which the levy has been set. 

(2) The proceeds realized from the county's portion of 

the levy prescribed by this section and ttl~ revenues ftom 

the following sources shall be used for the equalization of 

the elementary district foundation programs of the county as 

pt~~~,i~~d i11 20-9-334, dttd d ~epdtdle dccounling shall be 

kept of such proceeds and revenues by the county treasurer 

in accordance with 20-9-212(1): 

(a) the portion of the federal Taylor Grazing Act 

funds distributed to a county and designated for the common 

school fund under the provisions of 17-3-222; 

(b) the portion of the federal flood control act funds 

distributed to a county and designated for expenditure for 

the benefit of the county common schools under the 

provisions of 17-3-232; 
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(c) all money paid into the county treasury as a 

result of Eines for violations of law and the use ot whicl1 

is not otherwise specified by law; 

(d) any money remaining at the end of the imm~didtely 

preceding school fiscal year in the county trea~urer's 

account for the various sources of revenue established or 

referred to in this section; 

(e) any federal or state money, including anticipated 

or reappropriated motor vehicle fees and reimbursement under 

the provisions of 61-3-532 and 61-3-536 1 distributed to the 

county as payment in lieu of the property taxation 

established by the county levy required by this section; and 

(f) net proceeds taxes for interim production and new 

production, as defined in 15-23-601." 

Section 21. Section 20-9-333, MCA, is amended to read: 

''20-9-333. Basic special levy and other revenues for 

county equalization of high school district foundation 

program. 11) It shall be the duty of the county 

commissioners of each county to levy an annual basic special 

tax for high schools of 17 mills on the dollar of the 

taxable value of all taxable property within the county for 

the purposes of local and state foundation program support. 

The revenue to be collected from t.his levy shall be 

apportioned to the support of the foundation programs of 

high school districts in the county and to the state special 
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revenue fund, state equalization aid account, in the 

following manner: 

(a) In order to determine the amount of revenue raised 

by this levy which is retained by the county, the estimated 

revenues identified in subsections (2)(a} and (2}(b) below 

shall be subtracted from the sum ot the county's high school 

tuition obligation and the total of the foundation programs 

of all high school districts of the county. 

{b) If the basic levy prescribed by this section 

produces more revenue than is required to finance the 

difference determined above, the county treasurer shall 

remit the surplus to the state treasurer for deposit to the 

state special revenue fund, state equalization aid account, 

immediately upon occurrence of a surplus balance and each 

subsequent month thereafter, with any final remittance due 

no later than June 20 of the fiscal year for which the levy 

has been set. 

{2) The proceeds realized from the county's portion of 

the levy prescribed in this section and the revenues from 

the following sources shal1 be used for the equalization of 

the high school district foundation programs of the county 

as prescribed in 20-9-334, and a separate accounting shall 

be kept of these proceeds by the county treasurer in 

accorddnce with 20-9-2l2(l): 

(a) any money rema1ning at the end of lhe immPdiately 
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preceding school fiscal year in the county treasurer's 

accounts for the various sources of revenue established in 

this section; 

(b) any federal or state moneys, including anticipated 

or reappropriated motor vehicle fees and reimbursement under 

the provisions of 61-3-532 and 61-3-536, distributed to the 

county as a payment in lieu of the property taxation 

esta~lished by the county levy required by this section; and 

(c) net proceeds taxes for interim production and new 

production, as defined in 15-23-601." 

Section 22. Section 20-9-352, MCA, is amended to read: 

"20-9-352. 

Whenever the 

Permi~sive amount and permissive levy. 

trustees of any district shall deem 

( 1) 

it 

necessary to adopt a general fund budget in excess of the 

foundation program amount but not in excess of the maximum 

general fund budget amount for such district as established 

by the schedules in 20-9-316 through 20-9-321, the trustees 

shall adopt a resolution stating the reasons and purposes 

for exceeding the foundation program amount. Such excess 

above the foundation program amount shall be known as the 

''permissive amount'', and it shall be financed by a levy on 

the taxable value of all taxable property within the 

district as prescribed 1n 20-9-141, supplemented with any 

biennial appropriation by the legislature for this purpose. 

The proceeds of such an appropriation shall be deposited to 
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the state special revenue fund, permissive account. 

( 2) The district levies to be set for the purpose of 

funding the permissive amount are determined as follows: 

(a) For each elementary school district, the county 

cow~issione=s shal~ annually set a levy not exceeding 6 

mills on all the taxable property in the district for the 

purpose of funding the permissive amount of the district. 

The permissive levy in mills shall be obtained by 

multiplying the ratio of the permissive amount to the 

maximum permissive amount by 6 or by using the number of 

mills which would fund the permissive amount, whichever is 

less. If the amount of revenue raised by this levy, plus 

anticipated or reappropriated motor vehicle fees d.nd 

reimbursement under the provisions of 61-3-532 and 61-3-536, 

is not sufficient to fund the permissive amount in full, the 

amount of the deficiency shall be paid to the district from 

the state special revenue fund according to the provisions 

of subsections (3) and (4) of this section. 

(b) For _·ach high school district, the county 

commissioners shall annually set a levy not exceeding 4 

mills on all taxable property in the district for the 

purpose of funding the permissive amount of the district. 

The permissive levy in mills shall be obtained by 

multiplying the ratio of the permissive levy to the maximum 

permissive amount by 4 or by using the number of mills which 
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would fund the permissive amount, whichever is less. If the 

amount of revenue raised by this levy, plus anticipated 

motor vehicle fe~s and r~imbursement under the provisions of 

61-3-532 and 61-3-536, and plus net proceeds taxes for 

interim production and new production, as defined in 

15-23-601, is not sufficient to fund the pecmissive amo11nt 

in full, the amount of the deficiency shall be paid to the 

district from the state special revenue fund according to 

the provisions of subsections {3) and (4) of this section. 

(3) The superintendent of public instruction shall, 1f 

the appropriation by the legislature for the permissive 

account for the biennium is insufficient, request the budget 

director to submit a rE>qu€>-st for a supplemental 

appropriation in the second year of the biennium. The 

supplemental appropriation shall provide enough revenue to 

fund the permissive rlPfir.iPnr.y of the elementary and high 

school districts of the state. The proceeds of this 

appropriation shall be deposited to the state special 

revenue fund, permissive account, and shall be distributed 

to the elementary and high school districts in accordance 

with their entitlements as determined by the superintendent 

of public inst~uction according to the provisions of 

subsections (1) and {2) of this section. 

(4) Distribution under this section from the state 

special revenue fund shall be made in two payments. The 
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first payment shall be made at the same time as the first 

distribution of state equalization aid is made after January 

1 of the fiscal year. The second payment shall be made at 

the same time as the last payment of state equalization aid 

is made for the fiscal year. If the appropriation is not 

sufficient to finance the deficiencies of the districts as 

determined according to subsection (2), each district will 

receive the same percentage of its deficiency. Surplus 

revenue in the second year of the biennium may be used to 

reduce the appropriation required for the next succeeding 

biennium or may be transferred to the state equalization aid 

state special revenue fund if revenues in that fund are 

insufficient to meet foundation program requirements." 

Section 23. Section 20-9-501, MCA, is amended to read: 

~20-9-501. Retirement fund. (1) The trustees of any 

district 

teachers' 

retirement 

employing personnel who are members of the 

retirement system or the public employees' 

system or who are covered by unemployment 

insurance or who are covered by any federal social security 

system requiring employer contributions shall establish a 

retirement fund for the purposes of budgeting and paying th@ 

employer's contributions to such systems. The district's 

contribution for each employee who is a member of the 

teachers' retirement ~ystem shall be culculated in 

accordance with Title 19, chapter 4, part 6. The district's 
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contribution for each employee who is a member of the public 

employees' retirement system shall be calculated in 

accordance with 19-3-801. The district may levy a special 

tax to pay its contribution to the public employees' 

retireml:nt system under the conditions prescribed in 

19-3-204. The district's contributions for each employee 

covered by any federal social security system shall be paid 

in accordance with federal law and regulation. The 

district's contribution for each employee who is covered by 

unemployment insurance shall be paid in accordance with 

Title 39, chapter 51, part 11. 

(2) The trustees of any district required to make a 

contribution to any such system shall include in the 

retirement fund of the preliminary budget the estimated 

amoqnt of the employer's contribution and such additional 

moneys, within legal limitations, as they may wish to 

provide for the retirement fund cash reserve. After the 

final retirement fund budget has been adopted, the trustees 

shall pay the employer contributions to such systems in 

accordance with the financial administration provisions of 

this title. 

(3) When the final retirement fund budget has been 

adopted, the county superintendent shall establish the levy 

requirement by: 

(a) determining the sum of the moneys available to 
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reduce the retirement fund levy requirement by adding: 

(i) any anticipated moneys that may be realized in the 

retirement fund during the ensuing school fiscal year, 

including anticipated motor vehicle fees and reimbursement 

under the provisions of 61-3-532 and 61-3-536; 

(ii) net proceeds taxes for interim production and new 

production, as defined in 15-23-601; and 

{iii) any cash available for reappropriation as 

determined by subtracting the amount of the end-of-the-year 

cash balance earmarked as the retirement fund cash reserve 

for the ensuing school fiscal year by the trustees from the 

end-of-the-year cash balance in the retirement fund. The 

retirement fund cash reserve shall not be more than 35% of 

the final retirement fund budget for the ensuing school 

fiscal year and shall be used for the purpose of paying 

retirement fund warrants issued by the district under the 

final retirement fund budget. 

(b) subtracting the total of the moneys available for 

reduction of the levy requirement as determined in 

subsection (3)(a) from the budgeted amount for expenditures 

in the final retirement fund budget. 

(4} The county superintendent shall total the net 

retirement fund levy requirements separately for all 

elementary school districts, all high school districts, and 

all community college districts of the county, including any 
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prorated joint district or special education cooperative 

agreement levy requirements, and shall report each such levy 

requirement to the county commissioners on the second Monday 

of August as the respective county levy requirements for 

elementary district, high school district~ and community 

college district retirement funds. The county commissioners 

shall fix and set such county levy in accordance with 

20-9-142. 

(5) The net retirement fund levy requirement for a 

joint elementary district or a joint high school district 

shall be prorated to each county in which a part of such 

district is located in the same proportion as the district 

ANB of the joint district is distributed by pupil residence 

in each such county. The county superintendents of the 

counties affected shall jointly determine the net retirement 

fund levy requirement for each county as provided in 

20-9-151. 

(6) The net retirement fund levy requirement for 

districts that are members of special education cooperative 

agreements shall be prorated to each county in which such 

district is located in the same proportion as the budget for 

the special education cooperative agreement of the district 

bears to the total budget of the cooperative. The county 

superintendents of the counties affected shall jointly 

determine the net retirement fund levy requirement for each 
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county in the same manner as provided in 20-9-151 and fix 

and levy the net retirement fund levy for each county in the 

same manner as provided in 20-9-152.u 

Section 24. Section 20-10-144, MCA, is amended to 

read: 

~20-10-144. Computation of revenues and net tax levy 

requirements for the transportation fund budget. Before the 

fourth Monday of July and in accordance with 20-9-123, the 

county superintendent shall compute the revenue available to 

finance the transportation fund budget of each district. The 

county superintendent shall compute the revenue for each 

district on the following basis: 

(l) The "schedule amount" of the preliminary budget 

expenditures that is derived from the rate schedules in 

20-10-141 and 20-10-142 shall be determined by adding the 

following amounts: 

(a) the sum of the maximum reimbursable expenditures 

for all approved school bus routes maintained by the 

district (to determine the maximum reimbursable expenditure, 

multiply the applicable rate per bus mile by the total 

number of miles to be traveled during the ensuing school 

fiscal year on each bus route approved by the county 

transportation conunittee and mainlained by such district); 

plus 

(b) the total of all inrlividual transportation per 
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diem reimbursement rates for such district as determined 

from the contracts submitted by the district multiplied by 

the number of pupil-instruction days scheduled for the 

ensuing school attendance year: plus 

{c) any estimated costs for supervised home study or 

supervised correspondence study for the ensuing school 

fiscal year; plus 

_(d) the amount budgeted on the preliminary budget for 

the contingency amount permitted in 20-10-143, except if 

such amount exceeds 10% of the total of subsections (l)(a), 

{l){b), and (l)(c) or $100, whichever is larger* the 

contingency amount on the preliminary budget shall be 

reduced to such limitation amount and used 

determination of the schedule amount. 

in this 

(2) The schedule amount determined in subsection (1) 

or the total preliminary transportation fund budget, 

whichever is smaller, shall be divided by 3 and the 

resulting one-third amount shall be used to determine the 

available state and county revenue to be budgeted on the 

following basis: 

(a) the resulting one-third amount shall be the 

budgeted state transportation reimbursement~ except that the 

state transportation reimbursement for the transportation of 

special education pupils Uitder the provisions of 20-7-442 

shall be two-thirds of the schedule amount attributed to the 
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transportation of special education pupils; 

(b) the resulting one-third amount, except as provided 

for joint elementary districts in subsection {2)(e}, shall 

be the budgeted county transportation reimbursement for 

elementary districts and shall be financed by the basic 

county tax under the provisions of 20-9-334; 

(c) the resulting one-third amount multiplied by 2 

shall be the budgeted county transportation reimbursement 

amount for high school districts financed under the 

provisions of subsection (5) of this section, except as 

provided for joint high school districts in subsection 

(2) (e), and 

reimbursement 

except 

for the 

that the county transportation 

transportation of special education 

pupils under the provisions of 20-7-442 shall be one-third 

of the schedule amount attributed to the transportation of 

special edUcation pupils; 

(d) when tha district has a sufficient amount of cash 

for reappropriation and other sources of district revenue, 

as determined in subsection (3), to reduce the total 

district obligation for financing to zero, any remaining 

amount of such district revenue and cash reappropriated 

shall be used to reduce the county financing obligation in 

subsections (2)(b) or (2)(c} and, if such county financing 

obligations are reduced to zero, to reduce the state 

financial obligation in subsection {2)(a); and 
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(e) the county revenue requirement for a joint 

district, after the application of any district moneys under 

subsection (2){d) above, shall be prorated to each county 

incorporated by the joint district in the same proportion as 

the ANB of the joint district is distributed by pupil 

residence in each such county. 

( 3) The total of the moneys available for the 

reduction of property tax on the district for the 

transportation fund shall be determined by totaling: 

(a) anticipated federal moneys received under the 

provisions of Title I of Public Law 81-874 or other 

anticipated 

act; plus 

federal moneys received in lieu ot s11ch federal 

(b) anticipated payments from other districts for 

providing school bus transportation services for such 

district; plus 

(c) anticipated payments from a parent or guardian for 

providing school bus transportation services for his child; 

plus 

(d) anticipated interest to be earned by the 

investment of transportation fund cash in accordance with 

the provisions of 20-9-213(4): plus 

(e) anticipated motor vehicle fees and reimbursement 

under the provisions of 61-3-532 and 61-3-536: plus 

(f) net proceeds taxes for interim production and new 
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p~oduction, as defined in 15-23-601; plus 

(g) any other revenue anticipated by the trustees to 

be earned during the ensuing school fiscal year which may be 

used to finance the transportation fund; plus 

(h) any cash available for reappropriation as 

determined by subtracting the amount of the end-of-the-year 

cash balance earmarked as the transportation fund cash 

reserve for the ensuing school fiscal year by the trustees 

from the end-of-the-year cash balance in the transportation 

fund. Such cash reserve shall not be more than 20% of the 

final transportation fund budget for the ensuing school 

fiscal year and shall be for the 

transportation fund warrants issued by 

the final transportation fund budget. 

purpose of paying 

the district under 

(4} The district levy requirement for each district's 

transportation fund shall be computed by: 

(a) subtracting the schedule amount calculated in 

subsaction (l) from the total preliminary transportation 

budget amount and, for an elementary district, adding such 

difference to the district obligation to finance one-third 

of the schedule amount as determined in subsection (2); and 

(b) subtracting the amount of moneys available to 

reduce the property tax on the district, as determined in 

subsection (3), from the amount determined in subsection 

( 4) (a) above. 
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(5) The county levy requirement for the financing of 

the county transportation reimbursement to high school 

districts shall be computed by adding all such requirements 

for all the high school districts of the county, including 

the county's obligation for reimbursements in joint high 

school districts. 

( 6) The 

determined in 

subsection ( 5) 

transportation fund 

subsection (4) for each 

for the county shall 

levy requirements 

district and in 

be reported to the 

county commissioners on the second Monday of August by the 

county superintendent as the transportation fund levy 

requirements for the district and for the county, and such 

levies shall be made by the county commissioners in 

accordance with 20-9-142." 

NEW SECTION. Section 25. Extension of authority. Any 

existing authority of the department of revenue or the board 

of oil and gas conservation to make rules on the subject of 

the provisions of this act is extended to the provisions of 

this act. 

NEW SECTION. Section 26. Codification instruction. 

Section 18 is intended to be codified as an integral part of 

Title 15, chapter 23, part 6, and the provisions of Title 

15, chapter 23, part 6, apply to section 18. 

NEW SECTION. Section 27. Coordination instructions. 

(l) If either Senate Bill No. 262 or Senate Bill No. 66 and 
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1 this act are passed and approved, Senate Bill No. 262 or 

2 Senate Bill No. 66 are void. 

3 (2) If both this act and Bill No. (LC 950] are 

4 nat passed and approved, section 10(3)(a)(ii) is void. 

5 NEW -~ECTION. Section 28. Effective date 

6 applicability. This act is effective on passage and app~oval 

7 and applies retroactively, within the meaning of 1-2-109, to 

8 taxable years beginning on or after January 1, 1987. 

-End-
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SENATE BILL NO. 383 

INTRODUCED BY GAGE, KOLSTAD, MCCALLUM, GIACOMETTO, 

IVERSON, GILBERT, HIRSCH 

A BILL FOR AN ACT ENTITLED: "AN ACT DEFINING 11 INTERIM 

PRODUCTION" OF PETROLEUM, OIL, AND NATURAL GAS; REVISING THE 

DEFINITION OF '"NEW PRODUCTION'" OF PETROLEUM, OIL, AND 

NATURAL GAS; EXTENDING THE UNIFORM RATE OF NET PROCEEDS 

TAXATION TO INTERIM PRODUCTION AND REDEFINED NEW PRODUCTION; 

PROVIDING FOR THE EXEMPTION FROM NET PROCEEDS TAXES FOR ~4 

ii i4 12 MONTHS FOR NEW PRODUCTION FROM NATURAL GAS, 

PETROLEUM, AND OIL WELLS; PROVIDING FOR PRORATING OF 

DEDUCTIONS TO DETERMINE NET PROCEEDS; PROVIDING FOR 

QUARTERLY PAYMENT OF INTERIM PRODUCTION AND NEW PRODUCTION 

NET PROCEEDS TAXES; REVISING THE DEFINITION OF "TAXABLE 

VALUATION'" AS IT APPLIES TO COUNTY CLASSIFICATION; AMENDING 

SECTIONS 7-1-2111, 7-7-2101, 7-7-2203, 7-14-2524, 7-14-2525, 

7-16-2327, 15-6-208, 15-16-102, 15-16-121, 15-23-601 THROUGH 

15-23-605, 15-23-607, 15-23-612, 15-23-613, 20-?-141, 

20-9-331, 20-9-333, 20-9-352, 20-9-501, AND 20-10-144, MCA; 

AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE 

APPLICABILITY DATE." 

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

Section 1. Section 7-1-2111, MCA, is amendE:d to read: 
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"7-l-2111. Classification of counties. (1) For the 

purpose of regulating the compensation and salaries of all 

county officers, not otherwise provided for, and for fixing 

the penalties of officers' bonds, the several counties of 

this state shall be classified according to that percentage 

of the true and full valuation of the property therein upon 

which the tax levy is made, as follows: 

(a) first class--all counties having such a taxable 

valuation of $50 million or over; 

(b) second class--all counties having such a taxable 

valuation of more than $30 million and less than $50 

million; 

(c) third class--all counties having such a taxable 

valuation of more than $20 million and less than $30 

million; 

(d) fourth class--all counties having such a taxable 

valuation of more than $15 million and less than $20 

million; 

(e) fifth class--all counties having such a taxable 

valuation of more than $10 million and less than $15 

million; 

(f) sixth class--all counties having such a taxable 

valuation of more than $5 million and less than $10 million; 

(g} seventh class--all counties having such a taxable 

valuation of less than $5 million. 

-2- AS AMENDEo3jO SB 383 

THIRD READING 
SECOND PRINTING 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0383/04 

(2) As used in this section, taxable valuation means 

the taxable value of taxable property in the county as of 

the time of determination plus: 

(a) that portion of the taxable value of the county on 

December 31, 1981, attributable to automobiles and trucks 

having a rated capacity of three-quarters of a ton or less; 

and 

(b) the amount of interim production and new 

production taxes levied, as provided in 15-23-607, divided 

by the appropriate tax rates described in 15-23-607{2)(a) or 

{2)(b) and multiplied by 60\T; and 

(C) the amount of value represented by new production 

exempted from tax as provided in 15-23-612." 

Section 2. Section 7-7-2101, MCA, is amended to read: 

"7-7-2101. Limitation on amount of county 

indebtedness. (1) No county may become indebted in any 

manner or for any purpose to an amount, including existing 

indebtedness, in the aggregate exceeding 23\ of the total of 

the taxable val~e of the property therein subject to 

taxation, plus the amount of interim production and new 

production taxes levied divided by the appropriate tax rates 

described in 15-23-607(2)(a) or (2)(b) and multiplied by 

60\, plus the amount of value represented by new production 

exempted from tax as provided in 15-23-612, as aScertained 

by the last assessment for state and county taxes previous 
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(2) No county may incur indebtedness or liability for 

any single purpose to an amount exceedinq $500,000 without 

the approval of a majority of the electors thereof voting at 

an election to be provided by law, except as provided in 

7-21-3413 and 7-21-3414. 

(l) Nothing in this section shall apply to the 

acquisition of conservation easements as sat forth in 

76, chapter 6 .. • 

Title 

Section 3. Section 7-7-2203, MCA, is amended to read: 

"7-7-2203. Limitation on amount of bonded 

indebtedness. {1) Except as provided in subsections (2) 

through (4), no county may issue general obligation bonds 

for any purpose which, with all outstanding bonds and 

warrants except county high school bonds and emergency 

bonds, will exceed 11.25\ of the total of the taxable value 

of the property therein, plus the amount of interim 

production and new production taxes levied divided by the 

appropriate tax rates described in 15-23-607(2){a) or {2)(b) 

and multiplied by 60\, plus the amount of value represented 

by new production exempted from tax as provided in 

15-23-612, to be ascertained by the last assessment for 

state and county taxes prior to the proposed issuance of 

bonds. 

(2) In addition to the bonds allowed by subsection 

-4- SB 383 
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(1), a county may issue bonds which, with all outstanding 

bonds and warrants, will not exceed 27a75% of the total of 

the taxable value of the property in the county subject to 

taxation, plus the amount of interim production and new 

productio~ taxes levied divided by the appropriate tax rates 

described in l5-23-607(2)(a) or (2)(b) and multiplied by 

60\, plus the amount of value represented by new production 

exempted from tax as provided in 15-23-612, when necessary 

to do so, for the purpose of acquiring land for a site for 

county high school buildings and for erecting or acquiring 

buildings thereon and furnishing and equipping the Sdme for 

county high school purposes. 

(3) In addition to the bonds allowed by subsections 

(1) and (2), a county may issue bonds for the construction 

or improvement of a jail which will not exceed 12.5% of the 

taxable value of the property in the county subject to 

taxation. 

(4) The limitation in subsection (1) shall not apply 

to refunding bonds issued for the purpose of payi~g or 

retiring county bonds lawfully issued prior to January 1, 

1932." 

Section 4. Section 7-14-2524, MCA, is amended to read: 

"7-14-2524. Limitation on amount of bonds issued 

excess void. (1) Except as otherwise provided hereafter and 

in · -7-2203 and 7-7-2204, no county shall issue b:;nds which, 
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with all outstanding bonds and warrants except county high 

school bonds and emergency bonds, will exceed 11.25\ of the 

total of the taxable value of the property therein, plus the 

amount of interim production and new production taxes levied 

divided by the 

15-23-607(2)(a) 

appropriate tax rates described in 

or (2) (b) and multiplied by 60%, plus the 

amount of value represented by new production- exempted from 

tax as provided in 15-23-612. The taxable property and the 

amount of interim production and new production taxes levied 

shall be ascertained by the last assessment for state and 

county taxes prior to the issuance of such bonds. 

(2) A county may issue bonds which, with all 

outstanding bonds and warrants except county high school 

bonds, will exceed 11*25\ but will not exceed 22*5% of the 

total of the taxable value of such property, plus the amount 

of interim production and new production taxes levied 

divided by the appropriate tax rates described in 

l5-23-607(2)(a) or (2)(b) and multiplied by 60%, plus the 

amount of value represented by new production exempted from 

tax as provided in 15-23-612, when necessary for the purpose 

of replacing, rebuilding, or repairing county buildings, 

bridges, or highways which have been destroyed or damaged by 

an act of God, disaster, catastrophe, or accident. 

(3) The value of the bonds issued and all other 

outstanding indebtedness of the county, except county high 
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school bonds, shall not exceed 22.5% of the total of the 

taxable value of the property within the county, plus the 

amount of interim production and new production taxes levied 

divided by the appropriate tax rates described in 

15-23-607(2)(a) or (2)(b) and multiplied by 60%, plus the 

amount of value represented by new production exempted from 

tax as provided in 15-23-612, as ascertained by the last 

preceding general assessment." 

Section 5. Section 7-14-2525, MCA, is amended to read: 

"7-14-2525. Refunding agreements and refunding bonds 

authorized. (1) Whenever the total indebtedness of a county 

exceeds 22.5\ of the total of the taxable value of the 

property therein, plus the amount of interim production and 

new production taxes levied divided by the appropriate tax 

rates described in 15-23-607(2)(a) or (2)(b) and multiplied 

by 60%, plus the amount of value represented by new 

production exempted from tax as provided in 15-23-612, and 

the board determines that the county is unable to pay such 

indebtedness in full, the board may: 

(a) negotiate with the bondholders for an agreement 

whereby the bondholders agree to accept less than the full 

amount of the bonds and the accrued unpaid interest thereon 

in satisfaction thereof; 

(b) enter into such agreement; 

{c) issue refunding bonds for the amount agreed upon. 
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(2) These bonds may be issued in mdre than one series, 

and each series may be either amortization or serial bonds. 

(3) The plan agreed upon between the board and the 

bondholders shall be embodied in full in the resolution 

providing for the issue of the bonds." 

Section 6. Section 7-16-2327, MCA, is amended to read: 

"7-16-2327. Indebtedness for park purposes. (1) 

Subject to the provisions of subsection (2), a county park 

board, in addition to powers and duties now given under law, 

shall have the power and duty to contract an indebtedness in 

behalf of a county, upon the credit thereof, for the 

purposes of 7-16-2321(1) and (2). 

(2) (a) The total amount of indebtedness authorized to 

be contracted in any form, including the then-existing 

indebtedness, must not at any time exceed 13\ of the total 

of the taxable value of the taxable property in the county, 

plus the amount of interim production and new production 

taxes levied divided by the appropriate tax rates described 

in 15-23-607(2)(a) or (2)(b) and multiplied by 60,, plus the 

amount of value represented by new production exempted from 

tax as provided in 15-23-612, ascertained by the last 

assessment for state and county taxes previous to the 

incurring of such indebtednessa 

(b) No money may be borrow~d on bonds issued for the 

purchase of lands and improving same for any such purpose 
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until the proposition has been submitted to the vote of 

those qualified under the provisions of the state 

constitution to vote at such election in the county affected 

thereby and a majority vote is cast in favor thereof. 11 

Section 7. Section 15-6-208, MCA, is amended to 

"15-6-208. Mineral exemptions. ( 1) One-half 

read: 

of the 

contract sales price of coal sold by a coal producer who 

extracts less than 50,000 tons of coal in a calendar year is 

exempt from taxation. 

(2) Metal mines producing less than 20,000 tons of ore 

in a taxable year shall be exempt from property taxation on 

one-half of the merchantable value. 

(3) New production, as defined in 15-23-601, is exempt 

from taxation for the first i4 r~ %4 !1 months of production 

as provided in 15-23-612." 

Section 8. 

"15-16-102. 

delinquency. All 

Section 15-16-102, MCA, is amended to read: 

Time for payment penalty for 

taxes levied and assessed in the state of 

Montana, except assessments made for special improverr.cnts in 

cities and towns payable under 15-16-103 and assessments 

made on interim production and new production as provided in 

Title 15, chapter 23, part 6, and payable under 15-16-121, 

shall be payable as follows: 

(1) One-half of the amount ·of such taxes shall be 

pa ~ble on or before 5 p.m. on November 30 of e,.ch year and 
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one-half on or before 5 p.m. on May 31 of each year. 

(2) unless one-half of such taxes are paid on or 

before 5 p.m. ori November 30 of each year, then such amount 

so payable shall become delinquent and shall draw interest 

at the rate of 5/6 of 1\ per month from and after such 

delinquency until paid and 2\ shall be added to the 

delinquent taxes as a penalty. 

(3) All taxes due and not paid on or before 5 p.m. on 

May 31 of each year shall be delinquent and shall draw 

interest at the rate of 5/6 of 1\ per month from and after 

such delinquency until paid and 2' shall be added to the 

delinquent taxes as a penalty." 

Section 9. Section 15-16-121, MCA, is amended to read: 

"15-16-121. Payment of interim production and new 

production taxes. (1) Taxes levied and assessed on interim 

production or new production under the provisions of Title 

15, chapter 23, part 6, must be paid to the county treasurer 

in quarterly installments. The payments must be made on or 

before 5 p.m. on the last day of the months of November, 

February, May, and August. 

(2) Unless one-quarter of such taxes are paid on or 

before 5 p.m. on the last day of the months of November, 

February, May, and August of each year, any amount sa 

payable is delinquent. 

(3) All such delinquent taxes must draw interest at 
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the rate payable on delinquencies under 15-23-115. 

(4} There must also be added to the delinquent taxes a 

penalty at the same rate as provided for delinq~encies under 

15-23-104." 

Section 10. Section 15-23-601, MCA, is amended to 

read: 

''15-23-601. Definitions. As used in this part, the 

following definitions apply: 

(l) "Excise tax" means the windfall profit tax on 

domestic crude oil imposed by Title I of the federal Crude 

Oil Windfall Profit Tax Act of 1980, as enacted or as 

amended. 

(2) (a) "Interim production" means the production of 

natural gas, petroleum, or other crude or mineral oil from 

any well that: 

(i) had not produced natural gas, petroleum, or other 

crude or mineral oil during th@ 5 years immediately 

preceding the first month of interim production; and 

(ii) began interim production after June 30, 1985, and 

before January 1, 1987. 

(b) Interim production, when used in connection with a 

pooled or unitized area, is treated as follows: 

(i) if a lease contains land that is partly within and 

partly outside of a pooled or unitized area, the land that 

is outside of the pooled or unitized area must be considered 
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a separate lease: and 

(ii) a pooled or unitized area must be considered a 

separate lease. 

tzt!3) (a) The term "new production" means the 

production of natural gas, petroleum, or other crude or 

mineral oil from any lease well: 

ill that has not produced natural gas, petroleum, or 

other crude or mineral oil during the 5 years immediately 

preceding the first month of qualified new productiono; and 

(ii) on which the notification required in 15-36-121!2) 

was given. 

(b) New production, when used in connection with a 

pooled or unitized area, is treated as follows: 

{i) if a lease contains land that is partly within and 

partly outside of a pooled or unitized area, the land that 

is outside of the pooled or unitized area must be considered 

a separate lease; and 

(ii) a pooled or unitized area must be considered a 

separate lease. 

t3till The terms "operator" and .. producer" mean any 

person who engages in the business of drilling for; 

extractinq, or producing any natural gas, petroleum, or 

other crude or mineral oil. 

t4till The term "well 11 includes each single well or 

group of wells, including dry wells, in one field or 
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production unit and under the control of one operator or 

producer.u 

Section 11. Section 15-23-602, MCA, is amended to 

read: 

"15-23-602. statement of sales proceeds. (1) Except as 

provided in subsection (2), each operator or producer of 

natural gas, petroleum, or other crude or mineral oil must 

on or before April 15 in each year make out and deliver to 

the department of revenue a statement of the gross sales 

proceeds of such natural gas, petroleum, or other crude or 

mineral oil from each well owned or worked by such person 

during the next preceding calendar year. The gross sales 

proceeds shall be determined by multiplying the units of 

production sold from the well times the royalty unit value 

of that production at the well. Such statement shall be in 

the form prescribed by the department and must be verified 

by the oath of the operator or producer or the manager, 

superintendent, agent, president, or vice-president of such 

corporation, association, or partnership. Such statement 

shall show the following: 

{a) the name and address of the operator, together 

with a list in duplicate of the names and addresses of any 

and all persons owning or claiming any royalty interest in 

the production from the well or the proceeds de:ived from 

tht sale thereof, and the amount or amounts pai(~ or yielded 
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as royalty to each of such persons during the period covered 

by the statement; 

(b) the description and location of the well; 

(c) the number of cubic feet of natural gas, barrels 

of petroleum or other crude or mineral oil sold from the 

well during the period covered by the statementJ 

(d) the gross sales proceeds in dollars and cents or, 

in the case of sales between parties not acting at arm's 

length, the greater of the gross sales proceeds from or the 

fair market value of the products sold; 

(e) except for interim production and new production 

as defined in 15-23-601: 

(i) actual cost of extracting product from well: 

(ii) cost of construction, repairs, and betterments; 

(iii) actual cost of fire insurance and workers' 

compensation insurance; 

(iv) the amount paid or withheld in satisfaction of 

liability for excise taxes imposed by the u.s. government on 

the production, sale, or removal of the natural gas, 

petroleum, or other crude or mineral oil reported pursuant 

to subsection (l)(c), including a separate statement of the 

amount of such taxes paid or withheld from each royalty 

owner. 

{2) Each operator having interim production or new 

production as defined in 15-23-601 shall, on or before the 
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last day of the months of october, January, April, and July, 

make out and deliver to the department of revenue a 

statement of the gross sales proceeds of such interim 

production or new production from each well owned or worked 

by such person during the preceding calendar quarter. The 

statement must be in the form prescribed by the department 

and verified as provided in subsection (1). The statement 

shall show the information required in subsections (l)(a) 

through (l)(d)." 

Section 12. Section 15-23-603, MCA, is amended to 

read: 

11 15-23-603. Net proceeds --how computed. (1) Except 

as provided in subsection {3), the department of revenue 

shall calculate and compute from the returns the gross sales 

proceeds of the product yielded from such well for the year 

covered by the statement and shall calculate the net 

proceeds of the well yielded to the producer, which net 

proceeds shall be determined by subtracting from the gross 

sales proceeds thereof the following: 

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

producer and the gross value of all royalty apportioned in 

kind by the operator or producer that shall be determined by 

using as the value 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 from the well out of which the 
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royalty was paid; 

(b) all money expended for necessary labor and 

machinery needed and used in the operation and development; 

(c) except as provided in subsection tft ~, all 

money expended for necessary supplies needed and used in the 

operation and development; 

(d) all money expended for improvements, repairs, and 

betterments necessary in and about the working of the well; 

(e) that portion of all money, including costs of 

insurance, expended for the acquisition and operation of any 

vehicle used in the operation and development of the well 

which bears the same ratio to all money expended for the 

acquisition and use of the vehicle during the year covered 

by the statement as the number of miles the vehicle is used 

in operation and development of the well during the year 

covered by the statement bears to the total miles the 

vehicle is used during the year covered by the statement; 

(f) all money expended for fire insurance, workers' 

compensation insurance, liability insurance, and casualty 

insurance directly attributable to the operation and 

development of the well and for payments by operators to 

welfare and retirement funds when provided for in wage 

contracts between operators and employees; 

(g) all money expended for any performance or 

indemnity bonds required by the laws of this state or the 
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rules of any state agency, with respect to the well for 

which the net proceeds are being calculated; a~d 

(h) 70% of the amount paid or withheld in satisfaction 

of liability for excise taxes imposed by the U.S. government 

on the production, sale, or removal of the natural gas, 

petroleum, or other crude or mineral oil yielded from such 

well, other than the amount of such taxes paid by or 

withheld from each royalty owner4; and 

(i) net proceeds determined under subsection (3). 

(2) No money invested in the well and improvements 

during any year except the year for which such statement is 

made may be included in such expenditures, except as 

provided in 15-23-604, and such expenditures may not include 

the salaries or any portion thereof of any person or officer 

not actually engaged in the working of the well or 

superintending the management thereof~ 

(3) For interim production or new production, net 

proceeds are the equivalent of the gross sales proceeds, 

without deduction for excise taxes, of the product yielded 

from such well for the year covered by the statement, except 

that in computing the total number of barrels of petroleum 

and other mineral or crude oil or cubic feet of natural gas 

produced, there shall be deducted therefrom so much thereof 

as is used in the operation of the well from which the 

petroleum or other mineral or crude oil or natural gas is 
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produced for pumping the petroleum or other mineral or crude 

oil or natural gas from the well to a tank or pipeline. 

(4) To determine net proceeds under subsection (1) for 

lease or unitized areas from which interim or new production 

and other production have been sold, the deductions allowed 

in subsections (1)(b) through (1)(hJ must be prorated on the 

basis of the number of barrels of interim and new production 

of oil or cubic feet of interim or new production of gas to 

the number of barrels of other production of oil or cubic 

feet of other production of gas. 

t4t~ In calculating the deduction for money expended 

for necessary chemical supplies needed and used in a 

tertiary recovery project approved by the department of 

revenue, as provided in 15-36-101, the department shall 

require that the necessary chemical supplies, which include 

but are not limited to carbon dioxide supplies, be amortized 

over a 10-year period beginning with the year in which the 

money was expended." 

Section 13. Section 15-23-604, MCA, is amended to 

read: 

"15-23-604. Deduction of drilling costs and capital 

expenditures. (1) Unless an operator or producer proceeds 

under subsection (2), the department of revenue in computing 

the deductions allowable for cost of drilling wells 

completed during the period and for other capital 
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expenditures shall allow 10\ of such cost each year for a 

period of 10 years beginning: 

tat--afee~--~he--~-year--exemp~ion--pe~~e~--aiiowed--in 

%5-36-i~i-fer-quaiiEied-nae~ra%-gas-we%is; 

tbti!l with the year natural gas frcm a nonquaiif~ed 

natural gas well is first placed into a natural gas 

distribution system; or 

teti£1 with the year the pumping unit is installed on 

a crude oil well or the well flows. 

(2) The operator or producer may elect to amortize the 

cost over a period of 2 years if the well is less than 3,000 

feet deep. 

(3) The deduction of the costs in subsection (1) is 

not allowed on wells that are producing interim production 

or new production, as defined in 15-23-601, and may not be 

prorated on wells that are not producing interim production 

or new production when a lease o~ unitized area has both 

interim or new production and other production~" 

Section 14. Section 15-23-605, MCA, is amended to 

read: 

"15-23-605. Assessment of royalties. (1) The amount of 

royalty received, valued as provided in l5-23-603(l)(a), 

less 70' of the amount of excise taxes paid by or withheld 

from the royalty owner as reported pursuant to 15-23-602(8), 

shall be considered net proceeds to the recipient and shall 
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be assessed as follows; upon receipt of the lists or 

schedules setting forth the names and addresses of any and 

all persons owning or claiming royalty and the amount paid 

or yielded as royalty to such royalty owners or claimants 

during the year for which such return is made, the 

department of revenue shall proceed to assess and tax the 

same as net proceeds of mines. 

(2) Net proceeds for interim production and new 

production, as defined in 15-23-601, includes royalties 

received without deduction for excise taxes.'• 

Section 15. Section 15-23-607, MCA, is amended to 

read: 

.. 15-23-607. County assessors to compute taxes. (1) 

Immediately after the board of county commissioners has 

fixed tax levies on the second Monday in August, the county 

assessor shall compute the taxes on such net proceeds, 

except as provided in !5-36-!i! 15-23-612 and in subsection 

(2), and royalty assessments and shall deliver the book to 

the county treasurer on or before September 15. The county 

treasurer shall proceed to give full notice thereof to such 

operator and to collect the same in manner provided by law. 

(2) For interim production or new production, as 

defined in 15-23-601, the county asseasor may not levy or 

assess any mills against the value of such interim 

production or new production, but shall instead levy a tax 
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interim production or new production of 

petroleum or other mineral or crude oil, 7% of net proceeds, 

as described in 15-23-603(3); or 

(b) for interim production or new production of 

natural gas, 12% of net proceeds, as described in 

15-23-603(3). 

(3) The amount of tax levied in subsections (2)(a) and 

(2)(b}, divided by the appropriate tax rate and multiplied 

by 60%, shall be treated as taxable value for county bonding 

purposes. 

(4) The operator or producer shall be liable for the 

payment of said taxes and same shall, except as provided in 

15-16-121, be payable by and shall be collected from such 

operators in the same manner and under the same penalties as 

provided for the collection of taxes upon net proceeds of 

mines; provided, however, that the operator may at his 

option withhold from the proceeds of royalty interest, 

either jn kind or in money, an estimated amount of the tax 

to be paid by him upon such royalty or royalty interest. 

After such withholding any deviation between the estimated 

tax and the actual tax may be accounted for 

subsequent 

interests." 

withholdings from the proceeds 

by adjusting 

of royalty 

Section 16. Section 15-23-612, MCA, is amended to 
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read: 

"15-23-612. Certain natural gas, petroleum, or other 

crude or mineral oil exempt. (1) Ha~~rai--gas--preft~eed--as 

prowided--ift--!5-36-!~!t~t--is--exempt-£rom-ofte-ha%£-the-ftet 

proeeeds-tax-imposed-by-this-~are-fer-3-years--be~~ftft~n~--as 

prowided-ift-!5-36-!~!t3t-i£-the-reqairemeftts-oE-!S-36-!z!t~t 

are--met. New production, as defined in 15-23-601, is exempt 

from the net proceeds tax imposed by this part for the first 

%4 %~ r• ~ months following the last day of the calendar 

month immediately preceding the month in which: 

(a) natural gas is placed into a natural gas 

distribution system; or 

(b) production for sale from a crude oil or mineral 

oil well is pumped or flows. 

(2) After the expiration of the z4-meftth rz-M6N~H 

~4-M8HTH 12-MONTH exemption period provided in subsection 

(1), new production of natural gas, petroleum, or other 

crude or mineral oil is subject to net proceeds tax imposed 

by this part. 

t~tlll Notwithstanding the provisions of subsection 

subsections (1) and (2), all reporting requirements under 

the net proceeds tax remain in effect." 

Section 17. Section 15-23-613, MCA, is amended to 

read: 

"15-23-613. Disposition of taxe~--±ft--i±e~--o£---~et 
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preeeeae interim production and new production taxes. The 

county treasurer shall credit all taxes on interim 

production and new e~%-or-9as production, as provided for in 

15-23-607, in the relative proportions required by the 

levies for state, county, school district, and municipal 

purposes in the same manner as property taxes were 

distributed in the year preceding the budget year." 

NEW SECTION. Section 18. Allocation of new 

production. (1) If a lease has production that does not 

qualify for new or interim production and a producing well 

is completed on the lease after December 31, 1986 1 the 

allocation of the 

average daily 

new production must 

production per well. 

be 

The 

based on the 

average daily 

production per well must b~ determined by dividing the total 

production for the quarter by the number of well production 

days for the quarter. 

(2) The number of well production days for the quarter 

is the sum of the number of completed wells on the first day 

of the quarter times the number of days in the quarter plus 

the number of days from the date of completion of any wells 

during the quarter to the end of the quarter. New production 

for the quarter must then be calculated by multiplying the 

average daily production per well times the number of wells 

completed after December 31, 1986, times the number of 

production days attributed to those wells for the quarter. 
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The value of the production must be based on the average 

price received for the production for the quarter. 

(3) Average daily production, well production days, 

and average price must be calculated each quarter. 

Section 19. Section 20-9-141, MCA, is amended to read: 

"20-9-141~ Computation of general fund net levy 

requirement by county superintendent. {1) The county 

superintendent shall compute the levy requirement for each 

district's general fund on the basis of the following 

procedure: 

(a) Determine the total of the funding required for 

the district's final general fund budget less the amount 

established by the schedules in 20-9-316 through 20-9-321 by 

totaling: 

(i) the district's nonisclated school foundation 

program requirement to be met by a district levy as provided 

in 20-9-303; 

(ii) the district's permissive levy amount as provided 

in 20-9-352; and 

(iii) any general fund budget amount adopted by the 

trustees of the district under the provisions of 20-9-353, 

including any additional leVies authorized by the electors 

of the district. 

(b) Determine the total of the moneys available for 

the reduction of the property tax on the district for the 
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under the 

or other 

anticipated federal moneys received in lieu of such federal 

act; 

(ii) anticipated tuition payments for out-of-district 

pupils under the provisions of 20-5-303, 20-5-307, 20-5-312, 

and 20-5-313; 

(iii) general fund cash reappropriated, as established 

under the provisions of 20-9-104; 

{iv) anticipated or reappropriated state impact aid 

received under the provisions of 20-9-304; 

(v) anticipated or reappropriated motor vehicle fees 

and reimbursement under the provisions of 61-3-532 and 

61-3-536; 

(vi) anticipated net proceeds taxes for interim 

production and new production, as defined in 15-23-601; 

(vii) anticipated interest to be earned or 

reappropriated interest earned by the investment of general 

fund cash in accordance with the provisions of 20-9-213(4); 

and 

(viii) any other revenue anticipated by the trustees to 

be received during the ensuing school fiscal year which may 

be used to finance the general fund. 

(c) Subtract the total of the moneys available to 
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reduce the property tax required to finance the qeneral fund 

that has been determined in subsection (l)(b) from the total 

requirement determined in subsection (l)(a). 

(2) The net general fund levy requirement determined 

in subsection (l)(c) shall be reported to the county 

commissioners on the second Monday of August by the county 

superintendent as the qeneral fund levy requirement for the 

district, and a levy shall be made by the county 

commissioners in accordance with 20-9-142." 

Section 20. Section 20-9-331, MCA, is amended to read: 

"20-9-331. Basic county tax and other revenues for 

county equalization of the 

program. (l) It shall 

elementary 

be the 

district foundation 

duty of the county 

commissioners of each county to levy an annual basic tax of 

28 mills on the dollars of the taxable value of all taxable 

property within the county for the purposes of local and 

state foundation program support. The revenue to be 

collected from this levy shall be apportioned to the· support 

of the foundation programs of the elementary school 

districts in the county and to the state special revenue 

fund, state equalization aid account, in the following 

manner: 

(a) In order to determine the amount of revenue raised 

by this levy which is retained by the county, the sum of the 

estimated revenues identified in subsection (2) below shall 
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of the county elementary 

the total of the foundation 

programs of all elementary districts of the county. 

(b) If the basic levy prescribed by this section 

produces more revenue than is required to finance the 

difference determined above, the county treasurer shall 

remit the surplus funds to the state treasurer for deposit 

to the state special revenue fund, state equalization aid 

account, immediately upon occurrence of a surplus balance 

and each subsequent month thereafter, with any final 

remittance due no later than June 20 of the fiscal year for 

which the levy has been set. 

(2) The proceeds realized from the county's portion of 

the levy prescribed by this section and the revenues from 

the following sources shall be used for the equalization of 

the elementary district foundation programs of the county as 

prescribed in 20-9-334, and a separate accounting shall be 

kept of such proceeds and revenues by the county treasurer 

in accordance with 20-9-212(1): 

(a) the portion ot the federal Taylor Grazing Act 

fund• distributed to a county and designated for the common 

school fund under the provisions of 17-3-222• 

(b) the portion of the federal flood control act funds 

distributed ta a county and designated for expenditure_ for 

the benefit of the county common schools under the 
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(c) all money paid into the county 

SB 0383/04 

treasury as a 

result of fines for violations of law and the use of which 

is not otherwise specified by law; 

(d) any money remaining at the end of the immediately 

preceding school fiscal year in the county treasurer•s 

account for the various sources of revenue established or 

referred to in this section; 

(e) any federal or state money, including anticipated 

or reappropriated motor vehicle fees and reimbursement under 

the provisions of 61-3-532 and 61-3-536, distributed to the 

county as payment in lieu of the property taxation 

established by the county levy required by this section, and 

(f) net proceeds taxes for interim_Rroduction and new 

production, as defined in 15-23-601. •• 

Section 21. Section 20-9-333, MCA, is amended to read: 

•20-9-333. Basic special levy and other revenues for 

county equalization of high school district foundation 

program. (1) It shall be the duty of the county 

commissioners of each county to levy an annual basic special 

tax for high schools of 17 mills on the dollar of the 

taxable value of all taxable property within the county for 

the purposes of local and state foundation program support. 

The revenue to be collected from this levy shall be 

apportioned to the support of the foundation programs of 
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high school districts in the county and to the state special 

revenue fund, state equalization aid account, in the 

following manner: 

(a) In order to determine the amount of revenue raised 

by this levy which is retained by the county, the estimated 

revenues identified in subsections (2)(a) and (2)(b) below 

shall be subtracted from the sum of the county's high school 

tuition obligation and the total of the foundation programs 

of all high school districts of the county. 

(b) If the basic levy prescribed by this section 

produces more revenue than is required to finance the 

difference determined above, the county treasurer shall 

remit the surplus to the state treasurer for deposit to the 

state special revenue fund, state equalization aid account, 

immediately upon occurrence of a surplus balance and each 

subsequent month thereafter, with any final remittance due 

no later than June 20 of the fiscal year for which the levy 

has been set. 

(2) The proceeds realized from the county's portion of 

the levy prescribed in this section and the revenues from 

the following sources shall be used for the equalization of 

the high school district foundation programs of the county 

as prescribed in 20-9-334, and a separate accounting shall 

be kept of these proceeds by· the county treasurer in 

acc~rdance with 20-9-212(1): 
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(a) any money remaining at the end of the immediately 

precedinq school fiscal year in the county treasurer's 

accounts for the ·various sources of revenue established in 

this section; 

(b) any federal or state moneys, including anticipated 

or reappropriated motor vehicle fees and reimbursement under 

the provisions of 61-3-532 and 61-3-536, distributed to the 

county as a payment in lieu of the property taxation 

established by the county levy required by this section; and 

(C) net proceeds taxes foe interim production and new 

production, as defined in 15-23-601." 

Section 22. Section 20-9-352, MCA, is amended to read: 

"20-9-352. Permissive amount and permissive levy. (1) 

Whenever the trustees of any district shall deem it 

necessary to adopt a general fund budget in excess of the 

foundation program amount but not in excess of the maximum 

general fund budget amount for such district as established 

by the schedules in 20-9-316 through 20-9-321, the trustees 

shall adopt a resolution stating the reasons and purposes 

for exceeding the foundation program amount. Such excess 

above the foundation program amount shall be known as the 

••permissive amount .. , and it shall be financed by a levy on 

the taxable value of all taxable property within the 

district as prescribed in 20-9-141, supplemented with any 

biennial appropriation by the legislature for this purpose. 
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The proceeds of such an appropriation shall be deposited to 

the state special revenue fund, permissive account. 

(2) The district levies to be set for the purpose of 

funding the permissive amount are determined as follows: 

(a) For each elementary school district, the county 

commissioners shall annually set a levy nat exceeding 6 

mills on all the taxable property in the district for the 

purpose of funding the permissive amount of the district. 

The permissive levy in mills shall be obtained by 

multiplying the ratio of the permissive amount to the 

maximum permissive amount by 6 or by using the number of 

mills which would fund the permissive amount, whichever is 

less. If the amount of revenue raised by this levy, plus 

anticipated or reappropriated motor vehicle fees and 

reimbursement under the provisions of 61-3-532 and 61-3-536, 

is not sufficient to fund the permissive amount in full, the 

amount of the deficiency shall be paid to the district from 

the state special revenue fund according to the provisions 

of subsections (3) and (4) of this section. 

(b) For each high school district, the county 

commissioners shall annually set a levy not exceeding 4 

mills on all taxable property in the 

purpose of funding the permissive amount 

The permissive levy in mills shall 

of 

district for the 

the district. 

be obtained by 

multiplying the ratio of the permissive le·vy to the maximum 
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permissive amount by 4 or by using the number of mills which 

would fund the permissive amount, whichever is less. If the 

amount of revenue raised by this levy, plus anticipated 

motor vehicle fees and reimbursement under the provisions of 

61-3-532 and 61-3-536, and plus net ~roceeds taxes for 

interim production and new production, as defined in 

15-23-601, is not sufficient to fund the permissive amount 

in full, the amount of the deficiency shall be paid to the 

district from the state special revenue fund according to 

the provisions of subsections (3) an~ (4) of this section. 

(3) The superintendent of public instruction shall, if 

the appropriation by the legislature for the permissive 

account for the biennium is insufficient, request the budget 

director to submit a request for a supplemental 

appropriation in the second year of the biennium. The 

supplemental appropriation shall provide enough revenue to 

fund the permissive deficiency of the elementary and high 

school districts of the state. The proceeds of this 

appropriation shall be deposited to the state special 

revenue fund, permissive account, and shall be distributed 

to the elementary and high school districts in accordance 

with their entitlements as determined by the 

of public instruction according to the 

subsections (1) and (2) of this section. 

superintendent 

provisions of 

(4) Distribution unde[ this section from the state 
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special revenue fund shall be made in two payments. The 

first payment shall be made at the same time as the first 

distribution of state equalization aid is made after January 

1 of the fiscal year. The second payment shall be made at 

the same time as the last payment of state equalization aid 

is made for the fiscal year. If the appropriation is not 

sufficient to finance the deficiencies of the districts as 

determined 

receive the 

according to subsection (2), each district will 

same percentage of its deficiency. Surplus 

revenue in the second year of the biennium may be used to 

reduce the appropriation required for the next succeeding 

biennium or may be transferred to the state equalization aid 

state special revenue fund if revenues in that fund are 

insufficient to meet foundation program requirements." 

Section 23. Section 20-9-501, MCA, is amended to read: 

"20-9-501. Retirement fund. (1) The trustees of any 

district employing personnel who are members of the 

teache:-s' retirement system or the public employees' 

retirement syst~rn or who are covered by unemployment 

insurance or who are covered by any fe~eral social security 

system requiring employer contributions shall establish a 

retirement fund for the purposes of budgeting and paying the 

employer's contributions to such systems. The district'a 

con~ribution for each employe~ who is a m~mber of the 

te~ ·oer:=:' retirement system 3h~ll be ca:!c·J.lated in 
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accordance with Title 19, chapter 4, part 6~ The district's 

contribution for each employee who is a member of the public 

employees• retirement system shall be calculated in 

accordance with 19-3-801. The district may levy a special 

tax to pay its contribution to the public employees• 

retirement system under the conditions prescribed in 

19-3-204. The district's contributions for each employee 

covered by any federal social security system shall be paid 

in accordance with federal law and regulation. The 

district's contribution for each employee who is covered by 

unemployment insurance shall be paid in accordance with 

Title 39, chapter 51, part 11. 

(2) The trustees of any district required to make a 

contribution to any such system shall include in the 

retirement fund of the preliminary budget the estimated 

amount of the employer's contribution 

moneys, within legal limitations, 

and such additional 

as they may wish to 

provide for the retirement fund cash reserve. After the 

final retirement fund budget has been adopted, the lrustees 

shall pay the employer contributions to such systems in 

accordance with the financial administration provisions of 

this title. 

(3) Vlhen the liaal retirement fund budget has been 

adopted, the county superintendent shall estab~ish the levy 

requi reme-;:1t by: 
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(a) determining the sum of the moneys available to 

reduce the retirement fund levy requirement by adding: 

(i) any anticipated moneys that may be realized in the 

retirement fund during the ensuing school fiscal year~ 

including anticipated motor vehicle fees and reimbursement 

under the provisions of 61-3-532 and 61-3-536; 

(ii} net proceeds taxes for interim production and new 

production, as defined in 15-23-501; and 

{iii) any cash available for reappropriation as 

determined by subtracting the amount of the end-of-the-year 

cash balance earmarked as the retirement fund cash reserve 

for the ensuing school fiscal year by the trustees from the 

end-of-the-year cash balance in the retirement fund. The 

retirement fund cash ~eserve shall not be more than 35% of 

the flndl retirement fund budget for the ensuing school 

fiscal year and shall be used for the purpose of paying 

retirement fund warrants issued by the distriCt~ under the 

final retirement fund budget. 

(b) subtracting the total of the moneys available for 

reduction of the levy requirement as determined in 

subsection (3)(a) from the budgeted amount for expenditures 

in the final retirement fund budget. 

(4) The county superintendent shall total the net 

retirement fund levy requirements separately for all 

elementary school districts, all high school districts, and 
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all community college districts of the county, including any 

prorated joint district or special education cooperative 

agreement levy requirements, and shall report each such levy 

requirement to the county commissioners on the second Monday 

of Auqust as the respective county levy cequirements for 

elementary district, high school district, and community 

colleqe district retirement funds. The county commissioners 

shall fix and set such county levy in accordance with 

20-9-142. 

(5) The net retirement fund levy requirement for a 

joint elementary district or a joint hiqh school district 

shall be prorated to each county in which a part of such 

district is located in the same proportion as the district 

ANB of the joint district is distributed by pupil residence 

in each such county. The county superintendents of the 

counties affected shall jointly determine the net retirement 

fund levy requirement for each county as provided in 

20-9-151. 

(6) The net retirement fund levy requirement for 

districts that are members of special education cooperative 

agreements shall be prorated to each county in which such 

district is located in the same proportion as the budget for 

the special education cooperative agreement of the district 

bears to the total budget of the cooperative. The county 

superintendents of the counties affected shall jointly 
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determine the net retirement fund levy requirement for each 

county in the same manner as provided in 20-9-151 and fix 

and levy the net retirement fund levy for each county in the 

same manner as provided in 20-9-152." 

Section 24. Section 20-10-144, MCA, is amended to 

read: 

"20-10-144. Computation of revenues and net tax levy 

requirements for the transportation fund budget. Before the 

f~urth Monday of July and in accordance with 20-9-123, the 

~ounty superintendent shall compute the revenue available to 

finance the transportation fund budget of each district. The 

county superintendent shall compute the revenue for each 

district on the following basis: 

(1) The "schedule amount" of the preliminary budget 

expenditures that is derived from the rate schedules in 

20-10-141 and 20-10-142 shall be determined by adding the 

following amounts: 

(a) the sum of the maximum reimbursable expenditures 

for all approved school bus routes maintained by the 

district (to determine the maximum reimbursable expenditure, 

multiply the applicable rate per bus mile by the total 

number of miles to be traveled during the ensuing school 

fiscal year on each bus route approved by the county 

transportation committee and maintained by such district); 

plus 
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(b) the total of all individual transportation per 

diem reimbursement rates for such district as determined 

from the contracts submitted by the district multiplied by 

the number of pupil-instruction days scheduled for the 

ensuing school attendance year; plus 

{c) any estimated costs for supervised home study or 

supervised correspondence study for the ensuing school 

fiscal year; plus 

(d) the amount budgeted on the preliminary budget for 

the contingency amount permitted in 20-10-143, except if 

such amount exceeds 10\ of the total of subsections {1)(a), 

(l)(b), and (l)(c) or $100, whichever is larger, the 

contingency amount on the preliminary budget shall be 

reduced to such limitation amount and used 

determination of the schedule amount. 

in this 

(2) The schedule amount determined in subsection (1) 

or the total preliminary transportation fund budget, 

whichever is smaller, shall be divided by 3 and the 

resulting one-third amount shall be used to determine the 

available state and county revenue to be budgeted on the 

following basis: 

(a) the resulting one-third amount shall be the 

budgeted state transportation reimbursement, except that the 

state transportation reimbursement for the transportation of 

special education pupils under the provisions of 20-7-442 
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shall be two-thirds of the schedule amount attributed to the 

transportation of special education pupils; 

(b) the resulting one-third amount, except as provided 

for joint elementary districts in subsection (2)(e)~ shall 

be the budgeted county transportation reimbursement for 

elementary districts and shall be financed by the basic 

county tax under the provisions of 20-9-334; 

(c) the resultcing one-thlt-d amount multiplied by 2 

shall be the budgeted county transportation reimbursement 

amount for high school districts financed under the 

provisions of subsection (5) of this section, except as 

provided for joint high school districts in subsection 

( 2) (e), and except that the county transportation 

reimbursement for the transportation of special education 

pupils under the provisions of 20-7-442 shall be one-third 

of the schedule amount attributed to the transportation of 

special education pupils; 

(d) when the district has a sufficient amount of cash 

for reappropriation and other sources of district revenue, 

as determined in subsection (3), to reduce the total 

district obligation for financing to zero, any remaining 

amount of such district revenue and cash reappropriated 

shall be used to reduce the county financing obligation in 

subsections (2)(b) or (2)(c) and, ·if such county financing 

obligations are reduced to zero, to reduce the state 
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a joint 

district, after the application of any district moneys under 

subsection (2)(d} above, shall be prorated to each county 

incorporated by the joint district in the same proportion as 

the ANB of the joint district is distributed by pupil 

residence in each such county. 

(3) The total of the moneys available for the 

reduction of property tax on the district for the 

transportation fund shall be determined by totaling: 

(a) anticipated federal moneys received under the 

provisions of Title I of Public Law 81-874 or other 

anticipated federal moneys received in lieu of such federal 

act; plus 

(b) anticipated payments from other districts for 

providing school bus transportation services for such 

district; plus 

(c) anticipated payments from a parent or guardian for 

providing school bus transportation services for his child: 

plus 

(d) anticipated interest to be earned by the 

investment of transportation fund cash in accordance with 

the provisions of 20-9-213(4); plus 

(e) anticipated motor vehicle fees and reimbursement 

under the provisions of 61-3-532 and 61-3-536; plus 
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(f) net proceeds taxes for interim production and new 

production, as defined in 15-23-601; plus 

(9) any other revenue anticipated by the trustees to 

be earned during the ensuing school fiscal year whiGh may be 

used to finance the transportation fund; plus 

(h) any cash available for reappropriation as 

determined by subtracting the amount of the end-of-the-year 

cash balance earmarked as the transportation fund cash 

reserve for the ensuing school fiscal year by the trustees 

from the end-of-the-year cash balance in the transportation 

fund. Such cash reserve shall not be more than 20% of the 

final transportation fund budget for the ensuing school 

fiscal year and shall be for the purpose of paying 

transportation fund warrants issued by the district under 

the final transportation fund budget. 

{4) The district levy requirement for each district's 

transportation fund shall be computed by: 

(a) subtracting the schedule amount calculated in 

subsectivn (1) from the total preliminary transportation 

budget amount and, for an elementary district, adding such 

difference to the district obligation to finance one-third 

of the schedule amount as determined in subsection (2); and 

(b) subtracting the amount of moneys available to 

reduce the property tax on the district, as determined in 

su, ~.ection (3), from the amount determined in subsection 
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(4)(a) above. 

(5) The county levy requirement for the financing of 

the county transportation reimbursement to high school 

districts shall be computed by adding all such requirements 

for all the high school districts of the county, including 

the county's obligation for reimbursements in joint high 

school districts. 

(6) The transportation fund levy requirements 

determined in subsection (4) for each district and in 

subsection (5) for the county shall be reported to the 

county commissioners on the second Monday of August by the 

county superintendent as the transportation fund levy 

requirements for the district and for the county, and such 

levies shall be made by the county commissioners in 

accordance with 20-9-142." 

NEW SECTION. Section 25. Extension of authority. Any 

existing authority of the department of revenue or the board 

of oil and gas conservation to make rules on the subject of 

the provisions of this act is extended to the provisions of 

this act. 

NEW SECTION. Section 26. Codification instruction. 

Section 18 is intended to be codified as an integral part of 

Title 15, chapter 23, part 6, and the provisions of Title 

15, chapter 23, part 6, apply to section 18. 

NEW SECTION. Section 27. Coordination instructions. 
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1 (l) If either Senate Bill No. 262 or senate Bill No. 66 and 

2 this act are passed and approved, Senate Bill No. 262 or 

3 

4 

Senate Bill No. 66 are void. 

(2) If both this act and Bill No. [LC 950] are 

5 not passed and approved, section 10(3)(a)(ii) is void. 

6 NEW SECTION. Section 28. Effective date 

7 applicability. This act is effective on passage and approval 

8 and applies retroactively, within the meaning of 1-2-109, to 

9 taxable years beginning on or after January 1, 1987. 

-End-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for SB383 , reference copy. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act defining "interim production" of petroleum, oil, and natural gas; revising the definition of "new 
production" of petroleum, oil, and natural gas; extending the uniform tax rate of net proceeds taxation to interim 
production and refined new production; providing an exemption from net proceeds taxes for 24 months for new 
production of natural gas, petroleum, and oil wells; providing for the prorating of deductions to determine net 
proceeds; providing for the quarterly payment of interim production and new production net proceeds taxes; revising 
the definition of "taxable valuation" as it applies to the county classification; and providing an immediate 
effective date and a retroactive applicability date. 

ASSUMPTIONS: 
1. The taxable value of the state will be $1,997,193,000 in FY88 and $2,024,661,000 in FY89 (REAC). 
2. New oil and gas production, as referred to in the proposed law, will remain constant at the estimated 1986 

level of 518,196 bbl. for oil, and 812,495 mcf. for gas. 
3. In FY88, the price of oil will be $14.799 per bbl. and the price of gas will be $2.046 per mcf. In FY89, 

the price of oil will be $16.48 per bbl. and the price of gas will be $2.302 per mcf (REAC). 
4. The university mill levy is 6 mills; the school equalization mill levy is 45 mills; the average levy for 

local government purposes is 79 mills. New oil and gas production net proceeds taxes are distributed in 
proportion to relative mill levies. 

5. The proposed law applies to new oil and gas production after April 1, 1987. It allows a net proceeds tax 
exemption for 12 months. 

6. The proposal has no effect on the net proceeds taxes on current new production (interim production in 
the proposal). 

FISCAL IMPACT: FY88 FY89 
Revenue Im12act: Current Law ProEosed Law Difference Current Law Pro12osed Law Difference 
University Levy $ 11,983,158 $ 11,949,175 ($ 33,983) $ 12,110,017 $ 12,110,017 ($ 37,949) 
School Equalization 89,873,685 89,618,812 ( 254,873) 90,109,745 90,825!125 ( 284,620) 

TOTAL $101,856,843 $101,567,987 ($288,856) $103,257' 711 $102,935,142 ($322,569) 

EFFECT ON COlfNTY OR OTHER LOCAL REVENUE OR EXPENDITURES: 
The proposed law would result in local net proceeds revenue losses totaling approximately $447.443 in FY88 and 
$499,666 in FY89. 

[)CYA/1 
DAVID L. 
Office of and Program Planning 

DATE 

Fiscal Note for SB383 1 reference copy. 
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SENATE BILL NO. 383 

INTRODUCED BY GAGE, KOLSTAD, MCCALLUM, GIACOMETTO, 

IVERSON, GILBERT, HIRSCH 

A BILL FOR AN ACT ENTITLED: "AN ACT DEFINING "INTERIM 

PRODUCTION" OF PETROLEUM, OIL, AND NATURAL GAS; REVISING THE 

DEFINITION OF "NEW PRODUCTION" OF PETROLEUM, OIL, AND 

NATURAL GAS; EXTENDING THE UNIFORM RATE OF NET PROCEEDS 

TAXATION TO INTERIM PRODUCTION AND REDEFINED NEW PRODUCTION; 

PROVIDING FOR THE EXEMPTION FROM NET PROCEEDS TAXES FOR .4 

1• .4 12 MONTHS FOR NEW PRODUCTION FROM NATURAL GAS, 

PETROLEUM, AND OIL WELLS; PROVIDING FOR PRORATING OF 

DEDUCTIONS TO DETERMINE NET PROCEEDS; PROVIDING FOR 

QUARTERLY PAYMENT OF INTERIM PRODUCTION AND NEW PRODUCTION 

NET PROCEEDS TAXES; REVISING THE DEFINITION OF "TAXABLE 

VALUATION" AS IT APPLIES TO COUNTY CLASSIFICATION; AMENDING 

SECTIONS 7-1-2111, 7-7-2101, 7-7-2203, 7-14-2524, 7-14-2525, 

7-16-2327, 15-6-208, 15-16-102, 15-16-121, 15-23-601 THROUGH 

15-23-605, 15-23-607, 15-23-612, 15-23-613, 20-9-141, 

20-9-331, 20-9-333, 20-9-352, 20-9-501, AND 20-10-144, MCA; 

AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RE1'ROACTIVE 

APPLICABILITY DATE." 

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

Section 1. Section 7-1-2111, MCA, is amended to read: 

~>n• !og""'"' C~nd! 

SB 0383/05 

1 ''7-l-2111. Classification of counties. {l) For the 

2 purpose of regulating the compensation and salaries of all 

3 county officers, not otherwise provided for, and for fixing 

4 the penalties of officers• bonds, the several counties of 

5 this state shall be classified according to lhat percentage 

6 of the true and full valuation of the property therein upon 

7 which the tax levy is made, as follows: 

B (a) first class--all counties having such a taxable 

9 valuation of $50 million or over; 

10 {b) second class--all countie~ having such a taxable 

11 valuation of more than $30 million and le~s than $50 

12 mi 11 ion; 

13 {c) third class--all counties having such a taxable 

14 valuation of more than $20 million and less than $30 

15 million; 

16 (d) fourth class--all counties having such a taxable 

17 valuation of more than $15 million and less than S20 

lB million; 

19 (e) fifth class--all counties having such a taxable 

20 valuation of more than $10 million and less than $15 

21 mill ion; 

22 {f) sixth class--all counties having such a taxable 

23 valuation of more than $5 million and less than $10 million; 

24 (g) seventh class--all counties having such a tQxable 

25 valuation of less than $5 million. 
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(2) As used in this section, taxable valuation means 

the taxable value of taxable property in the county as of 

the time of determination plus: 

(a) that portion of the taxable value of the county on 

December 31, 1981, attributable to automobiles and trucks 

having a rated capacity of three-quarters of a ton or less; 

end 

(b) the amount of interim production and new 

production taxes levied, as provided in 15-23-607, divided 

by the appropriate tax rates described in l5-23-607(2)(a) or 

(2)(b) and multipl1ed by 60%~; and 

(c) the amount of value represented by new production 

exempted from tax as provided in 15-23-612." 

Section 2. Seer_ ion 7-7-2101, MCA, is amended to r·ead: 

"7-7-2101. Limitation on amount of counr.y 

indebtedness. (1) No county may become indebted in any 

manner or for any purpose to an amount, including existing 

indebtedness, in the aggregate exceeding 23\ of the total of 

the taxable value of the property therein subject to 

taxation, plus the amount of interim production and new 

production taxes levied divided by the appropriate tax rates 

described in 15-23-607(2)(a) or (2)(b) and multiplied by 

60\, plus the amount of value represented by new production 

exempted from tax as provided in 15-23-612, as ascertained 

by the last assessment for state and county taxes previous 
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to the incurring of such indebtedness. 

(2) No county may incur indebtedness or liability for 

any single purpose to an amount exceeding $500,000 without 

the approval of a majority of the ele~cors thereof voting at 

an election to be provided by law, except as provided in 

7-21-3413 and 7-21-3414. 

(3) Nothing in this section shall apply to the 

acquisition of conservation easements ~s set forth in Title 

76, chapter 6.'' 

Section 3. Section 7-7-2203, MCA, is amended to read: 

on amount of bcnded ''7-7-2203. Limitation 

indebtedness. ( 1) Except as provided in subsections (2} 

through (4), no county may issue general obligation bonds 

for any purpose which, with all outstanding bonds and 

warrants except county high school bonds and emergency 

bonds, will exceed 11.25% of the toLal of the taxable value 

of the property therein, plus the amount of interim 

produc_tion and new production taxes levied divided by the 

appropriate tax rates described in l5-23-607(2)(a) or (2)(b) 

and multiplied by 60%, plus the amount of value represented 

~ new production exempted from tax as provided if!: 

15-23-612, to be ascertained by the last assessment for 

state and county taxes prior to the proposed issuance of 

bonds. 

(2) In addition to the bonds allowed by subsection 

-4- SB 383 
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{1), a ~ounty may issue bonds which, with all outstanding 

bonds and warrants, will not exceed 27.75% of the total of 

the taxable value of the property in the county subject to 

taxation, plus the amount ut interim production and new 

production taxes levied divided by the appropriate tax rates 

described in 15-23-607(2)(a) or (2)(b) and multiplied by 

60%, plus the amount of value represented by new production 

exempted tram tax as pruvided in 15-23-612, when necessary 

to do so, Eor the purpose of acquiring land for a site for 

courtty high school buildings and for erecting or acquiring 

buildin9s thereon and furnishing and equ1pp1ng the same for 

county high school purposes. 

(3) In addition to the bonds allowed by subsections 

(1) d!ld [2), a county may issue bonds for the construction 

or improvement of a jail which will not exceed 12.5t of the 

taxable value of the property in the county ~ubject to 

taxation. 

(4) The limitation in subsection (1) shall not apply 

to refunding bonds issu~d for the purpose of paying or 

retiring county bonds lawfully issued prior to January 1, 

1932." 

Section 4. Section 7-14-2524, MCA, is amended to read: 

''7-14-2524. Limitation on amount of bonds issued 

excess vuid. (1) Except as otherwise provided hereafter and 

in 7-7-2203 and ·7-7-2204, no county shall issue bonds which, 
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with all outstanding bonds and warrants except county high 

~chool bonds and emergency bonds, will exceed 11.25\ of the 

total of the taxable value of the property therein, plus the 

amount of interim production and new production taxes levied 

divided by the appropriute tax rates described 1n 

l5-23-607(2)(a) or (2)(b) and multiplied by 60%'----"~~u~s the 

amount of val11e reprP.s~~ new prodl!_~ti?~_exempted from 

tax as provided in l5-23-612. The taxab~e property and the 

amount ot inter~ production an_d new production taxes levied 

shall be d~certdined by the last assessment for ~tale 3Ild 

county taxes prior to thP issuance ot such bu11d~. 

(2) A county mdy issue bonds which, with all 

outstanding bonds and warrants except county high schooi 

bonds, will exceed 11.2~\ but will not exceed 22.5t ot tne 

total of the taxable value of such property, plus the amount 

of interim product~?n and r1ew productior1 taxes levied 

divided by thp appropriate tax rutes desc~ibed 1n 

l5-23-607(2)(a) or (2)(b) and multiplied by 60%, plus the 

amount of value represented by new oroduc:_r ion _exempted from 

tax as provided ln 15-23-612, when necessary for the purpose 

of replacing, reb~ilding, or repairing county buildings, 

bridges, or h1gt1ways which have heen destroyed ur damaged oy 

an act of God, disaster, catastrophe, or accident. 

{3) The valt1e of the b0nds issued and all other 

outstanding indet1tedness ct the cou11ty, excPpt cour1ty t1igh 
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school bonds, shall not exceed 22.5% of the total of the 

laxable value of the property within the county, plus the 

amount of inter_~'!!_ _ _E__~_?_i_L!Etion and new production taxes levied 

divided by the appropriate tax rates described in 

l5-23-60712)1a) or 12)1b) and multiplied by 60%, ~the 

amount of value represented by new production exempted from 

tax as provided in 15-23-?12, as ascertained by the last 

preceding general assessment.'' 

Section 5. Section 7-14-2525, MCA, is amended to read: 

''7-14-2525. Refunding agreements and refunding bonds 

authorized. (1) Whenever the total indebtedness of a county 

exceeds 22.5% of the total of the taxable value of the 

property therein, plus the amount of interim production and 

new production taxes levied divided by the appropriate tax 

rates described in l5-23-607{2){a) or {2){b) and multiplied 

by 60\, plus the amount of value represented by new 

production exempted from tax as provided in 15-23-612, and 

the board determines that the county is unable to pay such 

indebtedness in full, the board may: 

(a} negotiate with the bondholders for an agreement 

whereby the bondholders agree to accept less than the full 

amount of the bonds and the accrued unpaid interest thereon 

in satisfaction thereof; 

(b) enter into such agreement; 

{c) issue refunding bonds for the amount agreed upon. 
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(2} These bonds may be i~sued in more than one series, 

and each series may be either amortization or serial bonds. 

{3) The plan agreed upon between the board and the 

bondholders shall be embodied in full in. the resolution 

providing for the issue of the bonds." 

Section 6. Section 7-16-2327, MCA, is amended to read: 

''7-16-2327. Indebtedness Eo< park purposes. Ill 

Subject to the provisions of subsection {2), a county park 

board, in addition to powers and duties now given under law, 

shall have the power and duty to contract an indebtedness in 

behalf of a county, upon the credit thereof, for the 

pu<poses of 7-16-232111) and {2). 

(2) (a} The total amount of indebtedness authorized to 

be contracted in any form, including the then-existing 

indebtedness, must not at any time exceed 13% of the total 

of the taxable value of the taxable property in the county, 

plus the amount of interim production and new production 

taxes levied divided by the appropriate tax rates described 

in 15-23-607{2){a) or {2){b) and multiplied by 60%, 2~us the 

amount of value represented by new production exempted from 

taK as provided in 15-23-612, ascertained by the last 

assessment for state and county taxes previous to the 

incurring of such indebtedness. 

(b) No money may be borrowed on bonds issued for the 

purchase of lands and improving same for any such purpose 
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until the proposition has been submitted to the vote of 

those qualified under the provisions of the state 

constitution to vote at such election in the county affected 

thereby and a majority vote is cast in favor thereof." 

Section 7. Section 1~-6-208, MCA, is amended to read: 

"15-6-208. Mineral exemptions. (l) One-half of the 

contract sales price of coal sold by a coal producer who 

extracts less than 50,000 tons of coal in a calendar year is 

exempt from taxation. 

(2) Metal mines produclng less than 20,000 tons of ore 

in a taxable year shall be exempt from property taxation on 

one-half of the merchantable value. 

(3) New production, as defi~'?d in 15-23-601, is exempt 

from taxat_.ion for the first ~4 t~ ~4 .l_2 months of production 

as provided in 15-::2_3-__ 6~_2_~_11 

Section 8. Section 15-16-102, MCA, is amended to read: 

''15-16-102. Time for payment penalty for 

delinquency. All taxes levied and assessed in the state of 

Montana, except assessments made for special improvements in 

cities and towns payable under 15-16-103 and assessments 

made on ~~~~~!~-p~oduction and new production as provided in 

Title 15, chapter 23, part 6, and payable under 15-16-121, 

shall be payable as follows: 

(l) One-half of the amount of such taxes shall be 

payable on or before 5 p.m. on November 30 of each year and 
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one-half on or before S p.m. on May 31 of each year. 

(2) Unless one-half of such taxes are pclid on or 

before ~ p.m. on November 30 of each year, then such amount 

so payable shall become delinquent and shall draw interest 

at lhe rate of 5/6 of 1\ per mOillh from and after such 

delinquency until paid and 2l shall be added to the 

delinquent taxes as a penalty. 

(3) All taxes due and not paid on or before 5 p.m. on 

May 31 of eacn year shall be delinquent and shall drd¥i 

interest at the rate ot 5;6 uf l~ per month from dild afLer 

such delinquency ur1t1l paid and 2~ shall be added lo rh~ 

delinquent taxes as a penalty." 

Section 9. Section 15-16-121, MCA, i~ amended to read: 

"15-16-121. Payment ot inte~_im production and new 

production taxes. (1) Taxes levied and assessed on interim 

production or new producticn under the provisions of Title 

15, chapter 23, part 6, must be paid to the county treasurer 

in quarterly installments. The payments must be made on ur 

before p.m. on the last ddy of the months ot November, 

February, May, and August. 

(2) Unless one-quarter of such taxes are pa1d ()n or 

before 5 p.m. on the last day of the mont~s of November, 

February, May, and August of each year, any amount so 

payable is delinquent. 

(3] All sue~ delinquerlt taxes must draw interest at 
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the rate payable on delinquencies under 15-23-115. 

(4) There must also be added to the delinquent taxes a 

penalty at the same rate as provided for delinquencies under 

15-23-104." 

Section 10. Section 15-23-601, MCA, is amended to 

read: 

''15-23-601. Definitions. As used in this part, the 

following definitions apply: 

(l) "Excise tax'' means the windfall profit tax on 

domestic crude oil imposed by Title I of the federal Crude 

Oil Windfall Profit Tax Act of 1980, as enacted or as 

amended. 

(2} (a) ''In~erim production'' means the production of 

natural gas, petroleum, or other crude or mineral oil from 

any well that: 

{i) had not produced natural gas, petroleum, or other 

crude or mineral oil during the 5 years immediately 

preceding the first month of interim production; and 

(ii) began interim production after June 30, 1985, and 

before January 1, 1987. 

{b) Interim production, when used in connection with a 

pooled or unitized area, is treated as follows: 

(i) if a lease contains land that is partly within and 

partly outside of a pooled or unitized area, the land that 

is outside of the pooled or unitized area must be considered 
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a separate lease; an~ 

(ii} a pooled or unitized area mus~ be considered a 

separate lease. 

t~ti3) (a) The term ''new production" means the 

production of natural gas, petroleum, or other crude or 

mineral oil from any tea~e well: 

ill that has not produced natural gas, petrol'eum, or 

other crude or mineral oil during the 5 years immediately 

preceding the first month of qualified new production7~ 

(ii) on which the notification require~_in 15-36-~ 

was given. 

~ Ne~ production, when used in.connectlon Wlth a 

pooled or unitized area, is treated as f?llows: 

Ci) if a lease contains land tha~ is partly within and 

partly outside of a pooled or unitized ai~a, the land that 

is 9utside of the po~led or unitized ~rea must be considered 

a separate lease; and 

(ii) a pooled or unitized area must be considered a 

separate lease. 

t:Jtill The terms "operator" and "producer" mean any 

person who engages in the business of drilling for, 

extracting, or producing any natural gas, petroleum, or 

other crude or mineral oil. 

t4till The term "well" includes each single well or 

group of wells, including dry wells, in one field or 
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product ion unit 

producer." 

and under the control of one operator or 

Section 11. Section 15-23-602, MCA, is amended to 

read: 

''15-23-602. Statement of sales proceeds. (1) Except a~ 

provided 1n subsection (2), each operator or producer of 

natural gas, petroleum, or other crude or mineral oil must 

on or before April 15 in each year make out and deliver to 

the department of revenue a statement of the gross sales 

proceeds of such natural gds, petroleum, or other crude or 

mineral oil from each well owned or worked 

during the next pre~eding calendar year. 

proceeds shall be determined by multiplying 

by such person 

The gross sales 

the units of 

production sold from the well times the royalty unit value 

of that production at the well. Such statement shall be in 

the form prescribed by the department and must be verified 

by the oath of the operator or producer or the manager, 

superintendent, agent, president, or vice-president of such 

corporation, association, or partnership. Such statement 

shall show the following: 

(d) the name and address of the operator, together 

with a list in duplicate of the names and addresses of any 

and all persons owning or claiming any royalty interest in 

the production from the well or the proceeds derived from 

the sale thereof, and the amount or amounts paid or yielded 
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as royalty to each of such persons during the period covered 

by the statement; 

(b) the description and location of the well; 

(c) the number of cubic feet of natural gas, barrels 

of petroleum or other crude or mineral oil sold from the 

well during the period covered by the statement; 

(d) the gross sales proceeds in dollars and cents or, 

in the case of sales between parties not acting at arm's 

length, the greater of the gross sale~ proceeds from or the 

fair market value of the products suld; 

as 

(e) except for interim pr~duction and r1ew pr~)rluctlon 

defined in 15-23-601: 

{i) actual cost of exlracting product from well; 

(ii) cost of construction, repairs, and betterments; 

(iii) actual cost of tire insurance and 

compensation insurance; 

workers' 

(iv) the amount paid or withheld in satisfactiQn of 

liability for excise tdxes imposed by the u.s. government on 

the production, sale, or removal of the natural gas, 

petroleum, or other crude or minerdl oil reported pursuant 

to subsection (l)(c), includinq a separate stat~ment of the 

amount of such taxes paid or withheld from each roydlty 

owner. 

{2) Each operator having interim p£oduction or new 

production as defined in 15-23-601 shall, on or before the 
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last day of the months oE October, January, April, and July, 

make out and deliver to the department of revenue a 

statement of the gross sales proceeds of such interim 

production or new production from each well owned or worked 

by such person during the preceding calendar quarter. The 

statement must be in the form prescribed by the department 

and verified as provided in subsection (1). The statement 

shall show the information required in subsections (l)(a) 

through (1)(d)." 

Section 12. Section 15-23-603, MCA, is amended to 

read: 

HlS-23-603. Net proceeds -- how computed. (1) Except 

as provided in subsection (3), the department of revenue 

shall calculate and compute from the returns the gross sales 

proceeds of the product yielded from such well for the year 

covered by the statement and shall calculate the net 

proceeds of the well yielded to the producer, which net 

proceeds shall be determined by subtracting from the gross 

sales proceeds thereof the following: 

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

producer and the gross value of all royalty apportioned in 

kind by the operator or producer that shall be determined by 

using as the value 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 from the well out of which the 
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machinery needed and used in the operation and 

(c) except as provided in subsection 
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labor and 

development; 

t4t ill' all 

money expended for necessary supplies needed and used in the 

opet"ation and development; 

(d) all money expended for improvements, repairs, and 

betterments necessary in and about the working of the well; 

(e) that portion of all money, including costs of 

insurance, expended for the acquisition and uperat1on at d~Y 

vehicle used in the operation and development cf che well 

which bears the same ratio to all money expended for the 

acquisition and use of the vehicle during the year covered 

by the statement as the number of miles the vehicle is used 

in operation and development of the well during the year 

covered by the statement bears to the total miles the 

vehicle is used during the year covered by the statement; 

(f) all money expended for fire insurance, workers' 

compensation insurance, liability insurance, and casualty 

insurance directly atti"ibutable to the operation and 

development of the well and fo~ payments by operators to 

welfare and retirement funds when provided for in wage 

contracts between operatoi"s and employees; 

(g) all money expended for any performance or 

indemnity bonds required by the laws of this state or the 
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rules of any state agency, with respect to the w~ll for 

which the net proceeds are being calculated; and 

(h) 70% of the amount paid or withheld in satisfaction 

of liability for excise taxes imposed by the U.S. government 

on the production6 sale, or removal of the natural gas, 

petroleum, or other crude or mineral oil yielded from such 

well, other than the amount of such taxes paid by or 

withheld from each royalty owner~; and 

!i) net proceeds determined under subsection (3)~ 

( 2) No money invested in the well and improvements 

during any year except the year for whivh such statement is 

made may be included in such expenditures, except as 

provided in 15~23-604, and such expenditures may not include 

the salaries or Qny portion thereof cf any person or officer 

not actually engaged in the working of the well or 

superintending the management thereat. 

{3) For interim pro~uction or new production, net 

proceeds are the equivalent of the gross sales proceeds, 

without deduction for excise taxes, of the product yielded 

from such well for the year covered by the statement, except 

that in computing the total number of barrels of petroleum 

and other mineral or crude oil or cubic feet of natural gas 

produced, there shall be deducted tt1erefrom so much thereof 

as is used in the operation of the well from which the 

petroleum or other mineral or crude oil or ndtural gas is 
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produced for pumping the petroleum or other mineral or crude 

oil or natural gas from the well to a tank or pipeline. 

.i..i.l__To determine net proceeds un_~er subsect_ion (1) for 

lease or unitized areas from whi~h interim or_ new producti~~ 

and other productio_n have b~en sold, the deductions allowed 

in subsections (l){b) through (l)(h) must be prorated on the 

basis of the number of b~ls ot~nterim and n~w_ production 

of oil or cubic feet of interim or new production of gas to 

the number of barrels of ether Qi_Qduct.ion of oil or cubic 

feet of ot~er production o!~ 

t~tl21 In calculating the deduction tor money @xpended 

for necessary chemical supplies needed and used ln a 

tertiary recovery project approved by the department of 

revenue, as provided 1n 15-36-101, the department shall 

requ1re that the necessary chemical supplies, which include 

but are not limited to carbon dioxide supplies, be amortized 

over a 10-year period beginr1ing with the year in which the 

money was expended. 11 

Section 13. Section 15-23-604, MCA, 1s amended to 

read: 

''l5-23-G04. Deduction of drilling costs and capital 

expenditures. (1) Unless an operator or producer proceeds 

under subsection (2), the depdrtment of revenue in computing 

the deductions allowable for cost of drilling wells 

completed during the period and for other capital 
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expenditures shall allow 10% of such cost each year for a 

period of 10 years beginning: 

tat--8fter--th~--3-y~ar--exempt±on--~er±od--allewed--±n 

l5-36-l~±-£6r-q~a%i£ied-nattlrai-9a~-we±±~; 

tht~ with the year natural gas from a nonqtla±i~±ed 

natural gas well 1s first placed into a natural gas 

distribution system; or 

tet~ with the year the pumping unit is installed on 

a crude oil well or the well flows. 

(2) The operator or producer may elect to amortize the 

cost over a period of 2 years if the well is less than 3,000 

feet deep. 

(J)_ Tl!~ de_ductio_11___2l_ t;_tJe costs____l.n subsection (1) is 

not allowed on wells that a~_e pcodUcing interim production 

or new produ~tion, as defined in 15-23-601, and may not be 

p~orated on wells that are not producing interim p~oduction 

or new production when a lease or unitized area has both 

interiJ!.1._'2_£ ___ new production and other production." 

Section 14. Section 15-23-605, MCA, is amended to 

read: 

"15-23-605. Assessment of royalties. ( 1) The amount of 

[Oyalty received, valued as provided in 15-23-603(l){a), 

less 70% of the amount of excise taxes paid by or withheld 

f[om the royalty owner as reported pursuant to 15-23-602(8), 

shall be considered net proceeds to the recipient and shall 
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be assessed as follows: upon receipt of the lists or 

schedules setting forth the names and add~esses of any and 

all persons owning or claiming royalty and the amount paid 

or yielded as royalty to such royalty owners or claimants 

during the year for which such retu~n is made, the 

department of revenue shall proceed to asse~s and tax the 

same as net proceeds of mines. 

I 2) Net proceeds for L~terim p~oduction and new 

p~oduction, as defined in 15-23-601, includes royalties 

received without deduction for excise taxes." 

Section 15. Section 15-23-607, MCA, is amended to 

~ead: 

"15-23-607. County assessors to compute taxes. ( 1) 

Immediately after the board of county commissioners has 

fixed tax levies on the second Monday in August, the county 

assessor shall compute the taxes on such net proceeds, 

except as provided in !5-36-IZ% 15-23-612 and in subsection 

(2), and royalty assessments and shall deliver the book to 

the county treasurer on or before September 15. The county 

treasurer shall proceed to give full notice thereof to such 

operator and to collect the same in manner provided by law. 

(2) Fo~ interim production or new production, as 

defined in 15-23-601, the county assessor may not levy or 

assess any mills against the value of such in~erim 

production or new production, but shall instead levy a tax 
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as follows: 

(a) for interim production or new production of 

petroleum or other mineral or crude oil, 7% of net proceeds, 

as described in 15-23-603(3); or 

(b) for interim production or new production of 

natural gas, 12% of net proceeds, as described in 

15-23-603(3). 

(3) The amount of tax levied in subsections (2)(a) and 

(2)(b}, divided by the appropriate tax rate and multiplied 

by 60%, shall be treated as taxable value for county bonding 

purposes. 

(4) The operator or producer shall be liable for the 

payment of said t~xes and same shall, except as provided in 

15-16-121, be payable by and shall be collected from such 

operators in the same manner and under the same penalties as 

provided for the collection of taxes upon net proceeds of 

mines; provided, however, that the operator may at his 

option withhold from the proceeds of royalty interest, 

either in kind or in money, an estimated amount of the tax 

to be paid by him upon such royalty or royalty interest. 

After such withholding any deviation between the estimated 

tax and the actual tax may be accounted for 

subsequent withholdings from the proceeds 

interests." 

by adjusting 

of royalty 

Section 16. Section 15-23-612, M.CA, is amended to 
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read: 

''15-23-612. Certain natural gas, petroleum, or other 

crude or mineral oil exempt. (1) Not~~ai--qa5--p~od~ee0--a~ 

pro~~d~d--~ft--iS-36-±i±tit--±~--e~empt-from-ofte-heif-the-fte~ 

proeeed~-tax-impo5e0-by-thf~-part-for-3-year~--be~inn±ng--a5 

prov±ded-±ft-tS-36-Tiit3t-±£-the-reqtt±rement~-er-±5-36-±%±t~t 

a~e--meto New production, as defined in 15-23-601, is exempt 

from the net proceeds tax imposed by this part for the first 

~~ l~ Z4 ~ months following the last day of the calendar 

month immediately preceding the month in which: 

(a) natural gas 

distribution system; or 

is placed into a natura~ 

{b) production for sale from a crud~ oil or mineral 

oil well is pumped or flows. 

~-~fter the expiration ot_the Z4-month li-M9N!~ 

i4-M9N~H 12-MONTH exemption period provided 1n subsection 

(1), new production oi_ natural gas, petroleum, or other 

crude or mineral oil is subject to net proceeds tax imposed 

by this pa~~ 

t~tlll Notwithstanding the provisions of ~~b5ee~ion 

subsections (1) and (2), all reporting requirements under 

the net proceeds tax remain in effect." 

Section 17. Section 15-23-613, MCA, is amended to 

read: 

"15-23-613. Disposition of tex~~--±n--~±e~--o£---n~t 
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p~eeeed~ interim production and new production taxes. The 

county treasurer shall credit all taxes on interim 

production and new oii-~r-g~~ production, as provided for in 

15-23-607, in the relative proportions required by the 

levies for state, county, school district, and municipal 

purposes in the same manner as property taxes were 

distributed in the year preceding the budget year." 

NEW SECTION. Section 18. Allocation of new 

production. (1) If a lease has production that does not 

qualify for new or interim production and a producing well 

is completed on the lease after December 31, 1986, the 

allocation of the new production must be based on the 

average daily production per well. The average daily 

production per well must be determined by dividing the total 

production for the quarter by the number of well production 

days for the quarter. 

(2) The number of well production days for the quarter 

is the sum of the number of completed wells on the first day 

of the quarter times the number of days in the quarter plus 

the number of days from the date of completion of any wells 

during the quarter to the end of the quarter. New production 

for the quarter must then be calculated by multiplying the 

average daily production per well times the number of wells 

completed after December 31, 1986, times the number of 

production days attributed to those wells for the quarter. 
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The value of the production must be based on th~ average 

price received for the production for the quarter. 

(3} Average da1ly production, well production days, 

and average pr1ce must be calculated each quarter. 

Section 19. Section 20-9-141, MCA, is amended to read: 

"20-9-141. 

requirement by 

Computation of general 

county superintendent. (l) 

fund net levy 

The county 

superintendent shall compute the levy cequirement for each 

district's general fund on the basis of the following 

procedure: 

(a) Determine the total of the funding required for 

the district's final general fund budget less the amount 

established by the schedules in 20-9-316 through 20-9-321 by 

totaling: 

(i) the district's nonisolated school foundation 

program requirement to be met by a district levy as provided 

in 20-9-303; 

(ii) the district's permissive levy amount as provided 

in 20-9-352; and 

(iii) any general fund budget amount adopted by the 

trustees of the district under the provisions of 20-9-353, 

including any additional levies authorized by the electors 

of the district. 

(b) Determine the total of the moneys available for 

the reduction of the property tax on the district for the 
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general fund by totaling: 

2 (i) anticipated federal moneys received under the 

3 provisions of Title of Public Law 81-874 or other 

anticipated federal moneys received in lieu of such federal 

5 act; 

6 (ii) anticipated tuition payments for out-of-district 

7 pupils under the provisions of 20-5-303, 20-5-307~ 20-5-312, 

8 and 20-5-313; 

9 (iii) general fund cash reappropriated, as established 

10 under the provisions of 20-9-104~ 

ll (iv} anticipated or reappropriated state impact aid 

12 received under the provisions of 20-9-304; 

13 (v) anticipated or reappropriated motor vehicle fees 

14 dnd reimbursement under the provisions of 61-3-532 and 

15 61-3-536; 

16 {vi) anticipated net proceeds taxes for interim -----

17 production and new production, as defined in 15-23-60li 

18 (vii) anticipated interest to be earned or 

19 reappropriated interest earned by the investment of general 

20 fund cash in accordance with the provisions of 20-9-213(4); 

21 and 

22 (viii) any other revenue anticipated by the trustees to 

23 be received during the ensuing school fiscal year which may 

24 be used to finance the general fund. 

25 (c) Subtract the total of the moneys available to 
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reduce the property tax required to finance the general fund 

that has been determined in subsection (l)(b) from the total 

requirement determined in subsection (l)(a). 

(2) The net general fund levy requirement determined 

in subsection (l){c) shall be reported to the county 

commissioners on the second Monday of August by the county 

superintendent as the general fund levy requirement for the 

district, and a levy shall be made by the county 

conunissioners in accordance with 20-9-142." 

Section 20. Section 20-9-331, MCA, is amended to read: 

11 20-9-331. Basic county tax and other revenues for 

county equalization of the elementary district foundation 

program. 11) It shall be the duty of the county 

commissioners of each county to levy an annual basic tax of 

28 mills on the dollars of the taxable value of all taxable 

property within the county for the purposes of local and 

state foundation program support. The revenue to be 

collected from this levy shall be apportioned to the support 

of the foundation programs of the elementary school 

districts in the county and to the state special revenue 

fund, state equalization aid account, in the following 

manner: 

(a) In order to determine the amount of revenue raised 

by this levy which is retained by the county, the sum of the 

estimated revenues identified in subsection (2) below shall 
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be subtracted from the sum of the county elementary 

transportation obligation and the total of the foundation 

programs of all elementary districts of the county. 

(b) If the basic levy prescribed by this section 

produces more revenue than is required to finance the 

difference determined above, the county treasurer shall 

remit the surplus funds to the state treasurer for deposit 

to the state special revenue fund, state equalization aid 

account, immediately upon occurrence of a surplus balance 

and each subsequent month thereafter, with any final 

remittance due no later than June 20 of the fiscal year for 

which the levy has been set. 

(2) The proceeds realized from the county•s portion of 

the levy prescribed by this section and the revenues from 

the following sources shall be used for the equalization of 

the elementary district foundation programs of the county as 

prescribed in 20-9-334, and a separate accounting shall be 

kept of such proceeds and revenues by the county treasurer 

in accordance with 20-9-212(1): 

(a) the portion of the federal Taylor Grazing Act 

funds distributed to a county and designated for the common 

school fund under the provisions of 17-3-222; 

(b) the portion of the federal flood control act funds 

distributed to a county and designated for expenditure for 

the benefit of the county common schools under the 
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provisions of 17-3-232; 

(c) all money paid into the county treasury as a 

result of fines for violations of law and the use of which 

is not otherw1se specified by law; 

(d) dny money remaining at the end of the immediately 

preceding school fiscal year in the county treasurer's 

account for the variolts sources of revenue established or 

referred to in this. section; 

(e) any federal. or state money, including anticipated 

or reappropriated motor vehicle fees and reimbursement under 

the provisions of 61-3-532 ar1d 61-3-536, distributed to the 

county as payment in lieu of the property laxdtion 

established by the county levy required by this section; and 

(f) net proceeds taxes for interim pr9duc~ion and new 

production, as defined in 15-23-601.'' 

Section 21. Section 20-9-333, MCA, is amended to read! 

''20-9-333. Basic special levy and other revenues for 

county equalization of high school district foundation 

program. (l) It shall be the duty of the county 

commissioners of each county to levy an annual basic special 

tax for high schools of 17 mills on the dollar of the 

taxable value of all taxable property within the county for 

the purposes of local and state foundation program 

The revenue to be collected from this levy 

support. 

shall be 

apportioned to the support of the foundation programs of 
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high school districts in the county and to the state special 

revenue fund, state equalization aid account, in the 

following manner: 

(a) In order to determine the amount of revenue raised 

by this levy which is retained by the county, the estimated 

revenues identified in subsections (2)(a} and (2)(b) below 

shall be subtracted from the sum of the county 1 s high school 

tuition obligation and the total of the foundation programs 

of all high school districts of the county. 

{b) If the basic levy prescribed by this section 

produces more revenue 

difference determined 

than is required to finance the 

above, the county treasurer shall 

remit the surplus to the state treasurer for deposit to the 

state special revenue fund, state equalization aid account, 

immediately upon occurrence of a surplus balance and each 

subsequent month thereafter, with any final remittance due 

no later than June 20 of the fiscal year for which the levy 

has been set4 

(2) The proceeds realized from the county 1 s portion of 

the levy prescribed in this section and the revenues from 

the following sources shall be used for the equalization of 

the high school district foundation programs of the county 

a~ prescribed in 20-9-334, and a separate accounting shall 

be kept of these proceeds by the county treasurer in 

accordance with 20-9-212(1): 
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(a) any money remaining at the end of the immediately 

preceding school fiscal year in the county treasurer's 

accounts for the var1ous sources of revenue e~tablished in 

this section; 

(b) any federal or state moneys, including anticipated 

or reappropriated motor vehicle fees and reimbursement under 

the provisions of 61-3-532 and 61-3~536, distributed to the 

county as a payment in lieu of the property taxation 

established by the county levy required by this section: ar1d 

(c) net proceed::.> taxes for interim production a.nd new 

production, as defined in 15-23-601.'1 

Section 22. Section 20-9-352, MCA, is amended to read: 

"20-9-352. Permissive amount and permissive levy. (1) 

Whenever the trustees of any district shall deem it 

necessary to adopt a general fund budget in excess of the 

foundation program amount but not in excess of the maximum 

general fund budget amount for such district as established 

by the schedules in 20-9-316 through 20-9-321, the trustees 

shall adopt a resolution stating the reasons and purposes 

for exceeding the foundation program amount. Such excess 

above the foundation program amount shall be known as the 

'
1permissive amount'', and it shall be financed by a levy on 

the taxable value of all taxable property within the 

district as prescribed in 20-9-141, supplemented with any 

biennial appropriation by the legislature for this purpose. 
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The proceeds of such an appropriation shall be deposited to 

the state special revenue fund, permissive account. 

(2) The district levies to be set for the purpose of 

funding the permissive amount are determined as follows: 

(a) For each ~lernentary school district, the ~ounty 

commissioners shall dnnually set a levy not exceeding 6 

mills on all the taxable property in the district for the 

purpose of funding the permissive amount of the district. 

The permissive levy in mills shall be obtained by 

multiplying the ratio of the permissive amounl to the 

maximum permissive amount by 6 or by using the number of 

mills which would fund the permissive amount, whichever is 

less. If the amount of revenue raised by this levy, plus 

anticipated or reappropriated motor vehicle fees and 

reimbursement under the provisions of 61-3-532 and 61-3-536, 

is not sufficient to fund the permissive amount in full, the 

amount of the deficiency shall be paid to the district from 

the state special revenue fund according to the provisions 

of subsections (3) and (4) of this section. 

(b) For each high school district, the county 

commissioners shall annually set a levy not exceeding 4 

mills on all taxable property in the district for the 

purpose of funding the permissive amount of the district. 

The permissive levy in mills shall be obtained by 

multiplying the ratio of the permissive levy to the maximum 
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permissive amount by 4 or by using the number of mills which 

would fund the permissiv~ amount, whichever is less. If the 

amount of revenue raised by this levy, plus anticipated 

motor vehicle feeS and reirnburs~rnent under the provisions of 

61-3-532 and 61-3-536, and plus net proceeds taxes for 

interim production and new production, as defined in 

15-23-601, 1s not sufficient to fund the permissive amount 

in full, the amount of the deficiency shall be paid to the 

district from the state special revenue fund according to 

the provisions of subsections (3) and {4) of this section. 

(3) The superintendent of public instruction shall, if 

the appropriation by the legislature for the permissive 

account for the biennium is insufficient, request the budget 

director to submit d request tor a supplemental 

appropriation in the second year of the biennium. The 

supplemental appropriation shall provide enough revenue to 

fund the permissive 

school districts of 

appropriation shall 

deficiency of the elementary and high 

the state. The proceeds of this 

be deposited to the state special 

revenue fund, permissive account, and shall be distributed 

to the elementary and high school districts in accordance 

with their entitlements as determined by the superintendent 

of public instruction according to the provisions of 

subsections (1} and (2) of this section. 

(4) Distribution under this section from the state 
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special revenue fund shall be made in two payments. The 

first payment shall be made at the same time as the first 

distribution of state equalization aid is made after January 

1 of the fiscal year. The second payment shall be made at 

the ~arne time as the last payment of state equalization aid 

1s made for the fiscal year. If the appropriation is not 

sufficient to finance the deficiencies of the districts as 

determined according to subsection {2), each district will 

receive the same percentage of its deficiency. Surplus 

revenue in the second year of the biennium may be used to 

reduce the appropriation required for the next succeeding 

biennium or may be transferred to the state equalization aid 

state special revenue fund if revenues in that fund are 

insufficient to meet foundatior1 program requirements.'' 

Sectlon 23. Section 20-9-501, MCA, is amended to read: 

''20-9-501. Retirement fund. (1) The trustees of any 

district 

teachers' 

retirement 

employing personnel who are members of the 

retirement system or 

system or who are 

the public 

covered by 

employees' 

unemployment 

1nsurance or who are covered by any federal social security 

system requiring employer contributions shall establish a 

retirement fund for the purposes of budgeting and paying the 

employer's contributions to such systems. The district's 

contribution for each employee who is a member of the 

teachers' retirement system shall be calculated in 
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accordance with Title 19, chapter 4, part 6. The district's 

contribution for each employee who is a member of the public 

employees' retirement system shall be calculated in 

accordance with 19-J-801. The district may levy a special 

tax to pay its contribution to the public employees' 

retirement system under the conditions 

19-3-204. The district's contributions for 

prescribed in 

each employee 

covered by any federal social security system shall be paid 

in accordance with federal law and regulation. The 

district's contribution for each employee who is covered by 

unemployment insurance shall be paid in accordance Wlth 

Title 39, chapter 51, pdrt 11. 

(2) The trustees of any district required to make a 

contribution to any such system shall include ~n the 

retirement fund of the preliminary budget the estimated 

amount of the employer's contribut1on and such additional 

moneys, within legal limitations, as they may wish to 

provide for the retirement fund cash reserve. After the 

final retirement fund budget has been adopted, the trustees 

shall pay the employer contributions to such systems in 

accordance with the financial administration provisions of 

this title. 

{3) When the final retirement :und budget has been 

adopted, the county superintendent shgll establish the levy 

requirement by: 
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{a) determining the sum of the moneys available to 

reduce the retirement fund levy requirement by adding: 

(i) any anticipated moneys that may be realized in the 

retirement fund during the ensuing school fiscal year, 

including anticipated motor vehicle fees and reimbursement 

under the provisions of 61-3-532 and 61-3-536; 

{ii) net proceeds taxes for interim production and new 

production, as defined in 15-23-601; and 

(iii) any cash available for reappropriation as 

determined by subtracting the amount of the end-of-the-year 

cash balance earmarked as the retirement fund cash reserve 

for the ensuing school fiscal year by the trustees from the 

end-of-the-year cash balance in the retirement fund. The 

retirement fund cash reserve shall not be more than 35% of 

the final retirement fund budget for the ensuing school 

fiscal year and shall be used for the purpose of paying 

retirement fund warrants issued by the district under the 

final retirement fund budget. 

(b) subtracting the total of the moneys available for 

reduction of the levy requirement as determined in 

subsection (3)(a) from the budgeted amount for expenditures 

in the final retirement fund budget. 

(4) The county superintendent shall total the net 

retirement fund levy requirements separately for all 

elementary school districts, all high school districts, and 

-35- SB 383 

1 

2 

5 

6 

7 

8 

9 

10 

ll 

l2 

l3 

14 

15 

16 

l7 

18 

19 

20 

21 

22 

23 

24 

25 

58 0383/05 

all community college districts of the county, including any 

prorated joint district or special education cooperative 

agreement levy requirements, and shall report each such levy 

requirement to the county commissioners on the second Munday 

of August as the respective county levy requirements tor 

elementary district, high school district, and community 

college district retirement funds. The county commissioners 

shall fix and set such county levy in accordance with 

20-9-142. 

(5) The net retirement fund levy requirement tor a 

joint elementary d1strict or d joint high school district 

shall be prorated to each county in which a part of such 

district is located in the same proportion as the district 

ANB of the joint district is distributed by pupil residence 

in each such county. The county superintendents of the 

counties affected shall jointly determine the net retirement 

fund levy requirement for each county as provided in 

20-9-151. 

(6) The net retirement fund levy requirement for 

districts that are members of special education cooperative 

agreements shall be prorated to each county in which such 

district is located in the same proportion as the budget for 

the special education cooperative agreement of the district 

bears to the total budget of the cooperative. The county 

superintendents of the counties affected shall jointly 
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determine the net retirement fund levy requirement for each 

county in the same manner as provided in 20-9-151 and fix 

and levy the net retirement fund levy for each county in the 

same manner as provided in 20-9-152." 

Section 24. Section 20-10-144, MCA, is amended to 

read: 

"20-10-144. Computation of revenues and net tax levy 

requirements for the transportation fund budget. Before the 

fourth Monday of July and in ~ccordance with 20-9-123, the 

county superintendent shall compute the revenue available to 

finance the transportation fund budget of each district. The 

county superintendent shall compute the revenue for each 

district on the following basis: 

(l) The ''schedule amount'' of the preliminary budget 

expenditures that is derived from the rate schedules in 

20-10-141 and 20-10-142 shall be determ1ned by adding the 

following amounts: 

(a) the sum of the maximum r~i~bursable expenditures 

for all approved school bus routes maintained by the 

district {to determine the maximum reimbursable expenditure, 

multiply the applicable rate per bus mile by the total 

number of miles to be traveled during the ensuing school 

fiscal year on each bus route approved by the county 

tran~portation committee and maintained by such district); 

plus 
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(b) the total of all individual transportation per 

diem reimbursement rates for such district as determined 

from the contracts submitted by the district multiplied by 

the number of pupil-instruction days ~cheduled for the 

ensuing school attendance year; plus 

(c) any estimated costs for supervised home study or 

supervised correspondence study for the ensu1ng school 

fiscal year; plus 

(d) the amount budgeted on the preliminary budget for 

the contingency amount permitted 1n 20-10-143, except if 

such amount exceeds 10% of the total of subsectio11S (l)[a), 

(l)(b), and (l)(c) or $100, whichever is larger, the 

contingency amount on the preliminary budget shall be 

reduced to ~uch limitation amount and used 

determination of the schedule amount. 

in this 

(2) The schedule amount determined in subsection (l) 

or the total preliminary t ranspor tat ion fund budget, 

whichever lS smaller, shall be divided by J and the 

resulting one-third amount shall be used to determine the 

available state and county revenue to be budgeted on the 

following basis: 

(a) the resulting one-third amount shall be the 

budgeted state transportation reimbursement, except that the 

state trdllSportation reimbursemer1t for the trar1~portation of 

special education pupils under the prov1sions of 20-7-442 
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shall be two-third~ of the schedule amount attributed to the 

transportation of special education pupils; 

(b) the resulting one-third amount, except as provided 

for joint elementary districts in subsection (2)(e), shall 

be the budgeted county transportation reimbursement for 

elementary districts and shall be financed by the basic 

county tax under the provisions of 20-9-334; 

(c) the resulting one-third amount multiplied by 2 

shall be the budgeted county transportation reimbursement 

amount fur high school districts financed under the 

provisions of subsection (5} of this section, except as 

provided for joir1t high school districts in subsection 

( 2) (e), and except that the county transportation 

reimbursement for the transportation of special education 

pupils under the provisions of 20-7-442 shall be one-third 

of the schedule amount attributed to the transportation of 

special education pupils; 

(d) when the district has a sufficient amount of cash 

for reappropriation and other sources of district revenue, 

as determined in subsection (3), to reduce the total 

district obligation for financing to zero, any remaining 

amount of such district revenue and cash reappropriated 

shall be used to reduce the county financing obligation in 

subsections (2}(b) or (2)(c) and, if such county financing 

obligations are reduced to zero, to reduce the state 
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financial obligation in subsection {2){a); and 

(e) the county revenue requirement for a joint 

district, after the application of any district moneys under 

subsection (2)(d) above, shall be prorated to each county 

incorporated by the joint district in the same proportion as 

the ANB of the joint district is distributed by pupil 

residence in each such county. 

( 3) The total of the moneys available for the 

reduction of property tax on the district for the 

transportation fund shall be determined by tot~ling: 

(a) anticipated federal moneys received 11nder the 

provisions of Title of Public Ldw 81-874 or other 

anticipated federal moneys received in lieu of such federal 

act; plus 

(b) anticipated payments from other districts for 

providing school bus transportation serv1ces for such 

district; plus 

(c) anticipated payments from a parent or guardian for 

providing school bus transportation services for his child; 

plus 

(d) anticipated interest to be earned by the 

investment of transportation fund cash in accordance with 

the provisions of 20-9-213(4); plus 

(e) anticipated motor vehicle fees and reimbursement 

under the provision~ of 61-3-532 and 61-3-536; plus 
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(f) net proceeds taxes for interim production and new 

production, as defined in 15-23-601; plus 

(g) any other revenue anticipated by the trustees to 

be earned during the ensuing school fiscal year which may be 

used to finance the transportation fund; plus 

(h) any cash available for reappropriation as 

determined by subtracting the amount of the end-of-the-year 

cash balance earmarked as the transportation fund cash 

reserve for the ensuing school fiscal year by the trustees 

from the end-of-the-year cash balance in the transportation 

fund. Such cash reserve shall not be more than 20% of the 

final transportation fund budget for the ensuing school 

f isca 1 year and shall be for the purpose of paying 

transportation fund warrants issued by the district under 

the final transportation fund budget. 

(4) The district levy requirement for each district's 

transportation fund shall be computed by: 

(a) subtracting the schedule amount calculated in 

subsection (1) from the total preliminary transportation 

budget amount and, for an elementary district, adding such 

difference to the district obligation to finance one-third 

of the schedule amount as determined in subsection (2); and 

{b) subtracting the amount of moneys available to 

reduce the property tax on the district, as determined ~n 

subsection (3), from the amount determined in subsection 
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(4)1a) above. 

(5) The county levy requirement for the financing of 

the county transportation reimbursement to high school 

districts shall be comput~d by adding all such requirements 

for all the high school districts ot the county, including 

the county's obligation for reimbursements in joint high 

school districts. 

( 6) The tran~portation fund levy requirements 

determined in ~ubsection {4) tor each district and in 

subsection (5) for the county shall be reported to the 

county commissioners on the second Monday of August by the 

county superintendent as the transportation fund levy 

requirements for the district and for the county, and SLJCh 

levies shall be made by the county commissioners tn 

accordance with 20-9-142.~ 

NEW S~CTION. Section 2~. Extension of authority. Any 

existing authority ot the department of revenue or the board 

of oil and gas conservation to make rules on the subject of 

the provisions of this act is extended to the prov1s1ons of 

this act. 

NEW SECTION. Section 26. Codification instruction. 

Section 18 is intended to be codified as an integral part of 

Title 15, chapter 23, part 6, and the provls1ons of Title 

15, chapter 23, part 6, apply to section 18. 

NEW SECTION. Section 27. Coordination instructions. 
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(l) If either Senate Bill No. 262 or Senate Bill No. 66 and 

this act are passed and approved, Senate Bill No. 262 or 

Senate Bill No. 66 are void. 

(2) If both this act and House Bill No. 776 are not 

passed and approved, section 10(3)(a)(ii) is void. 

6 NEW SECTION. Section 28. Effective date 

7 applicability. This act is effective on passage and approval 

8 and applies retroactively, within the meaning of 1-2-109, to 

9 taxable year~ QUARTBRS beginning on or after da"~ary-i ~ 

10 !· 1987. 

-End-
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Page 11, line 20, 
Strike: 11 January" 
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Page 1 1 , line 13. 
Following: (2) 
Strike: 11 {arn--

Page 11, line 16. 
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Strike: 11 {i)" 
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lt. Page11,1inel9. 
Following: line 18 
Strike: "(ii)" 
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GOVERNOR'S AMENDMENTS 
TO SENATE BILL NO. 383 

(Reference Copy) 
April 22, 1987 

5. Page 11, line 21 through page 12, line 3. 
Strike: subsection (b) in its entirety 

6. Page 12, line 4. 
Following: 11 (3} 11 

Strike: 11 (a)...-----

7. Page 12. line 7. 
Following: !ine 6 
Strike: 11 (il 11 

lnse.-t: "Til" 

8. Page 12, line 10. 
Following: line 9 
Strike: 11 {ii) 11 

Insert: "TEl" 

9. Page 12, lines 12 through 19. 
Strike: subsection (b) in its entirety 

10. Page 43, line 4. 
Following: 11 lf'' 
Strike: 11 both this act and 11 

Following: 11 776 11 

Strike: "are 11 

Insert: "is 11 

11. Paae 43, line 5. 
Fo~owing: "section" 
Strike: 11 10(3)(a)(ii)" 
Insert: ''10(3)(b)'' 

12. Page 43, line 10. 
Following: "1987. 11 

Insert: "The tax rate and filing method applicable to a well that 
qualifies as interim production under section 10 but which did not 
qualify as new production under 15-23-601 prior to the applicability 
date of this act does not change for tax periods prior to the appli­
cability date." 

-END-
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SENATE BILL NO. 383 

INTRODUCED BY GAGE, KOLSTAD, MCCALLUM, GIACOMETTO, 

IVERSON, GILBERT, HIRSCH 

A BILL r'OR AN ACT ENTITLED: "AN ACT DEFINING "INTERIM 

PRODUCTION" OF PETROLEUM, OIL, AND NATURAL GAS; REVISING THE 

DEFINITION OF "NEW PRODUCTION" OF PETROLEUM, OIL, AND 

NATURAL GAS; EXTENDING THE UNIFORM RATE OF NET PROCEEDS 

TAXATION TO INTERIM PRODUCTION AND REDEFINED NEW PRODUCTION; 

PROVIDING FOR THE EXEMPTION FROM NET PROCEEDS TAXES FOR %4 

%% %4 12 MONTHS FOR NEW PRODUCTION FROM NATURAL GAS, 

PETROLEUM, AND OIL WELLS; PROVIDING FOR PRORATING OF 

DEDUCTIONS TO DETERMINE NET PROCEEDS; PROVIDING FOR 

QUARTERLY PAYMENT OF INTERIM PRODUCTION AND NEW PRODUCTION 

NET PROCEEDS TAXES; REVISING THE DEFINITION OF "TAXABLE 

VALUATION" AS IT APPLIES TO COUNTY CLASSIFICATION; AMENDING 

SECTIONS 7-1-2111, 7-7-2101, 7-7-2203, 7-14-2524, 7-14-2525, 

7-16-2327, 15-6-208, 15-16-102, 15-16-121, 15-23-601 THROUGH 

15-23-605, 15-23-607, 15-23-612, 15-23-613, 20-9-141, 

20-9-331, 20-9-333, 20-9-352, 20-9-501, AND 20-10-144, MCA; 

AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE 

APPLICABILITY DATE." 

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

Section l. Section 7-1-2111, MCA, is amended to read: 

~na <ogi<U<o" Cauncd 
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''7-1-2111. Classification of counties. (1) For the 

purpose of regulating the compensation and salaries of all 

county officers, not otherwise provided for, and for fixing 

the penalties of officers' bonds, the several counties of 

this state shall be classified according to that percentage 

of the true and full valuation of the property therein upon 

which the tax levy is made, as follows: 

(a) first class--all counties having such a taxable 

valuation of $50 million or over; 

(b) second class--all counties having such a taxable 

valuation of more than $30 million and less than $SO 

million; 

(c) third class--all counties having such a taxable 

valuation of more than $20 million and less than $30 

million; 

(d) fourth class--all counties having such a taxable 

valuation of more than $15 million and less than $20 

million; 

(e) fifth class--all counties having such a taxable 

valuation of more than $10 million and less than $15 

million; 

(f) sixth class--all counties having such a taxable 

valuation of more than $5 million and less than $10 million; 

(g) seventh class--all counlies having such a taxable 

valuation of less than $5 million. 

-2- SB 383 
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{2) As used in this section, taxable valuation means 

the taxable value of taxable property in the county as of 

the time of determination plus: 

(a) that portion of the taxable value of the county on 

December 31, 1981, attributable to automobiles and trucks 

having a rated capacity of three-quarters of a ton or less; 

and 

(b) the amount of interim production and new 

production taxes levied, as provided in 15-23-607, divided 

by the appropriate tax rates described in 15-23-607(2)(a) or 

(2)(b) and multiplied by 60%~; and 

(c) the amount of value represented by new production 

exempted from tax as provided in 15-23-612." 

Section 2. Section 7-7-2101, M.CA, is amended to read: 

~7-7-2101. Limitation on amount of county 

indebtedness. (l) Nc county may become indebted in any 

manner or for any purpose to an amount, including existing 

indebtedness, in the aggregate exceeding 23\ of the total of 

the taxable value of the property therein subject to 

taxation, plus the amount of interim production and new 

production taxes levied divided by the appropriate tax rates 

described in l5-23-607(2)(a) or (2)(b) and multiplied by 

60\, plus the amount of value represented by new production 

exempted from tax as provided in 15-23-612, as ascertained 

by the last assessment for state and county taxes previous 
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to the incurring of such indebtedness. 

(2) No county may incur indebtedness or liability for 

any single purpose to an amount exceeding $500,000 without 

the approval of a majority of the electors thereof voting at 

an election to be provided by law, except as provided in 

7-21-3413 and 7-21-3414. 

(3) Nothing in this section shall apply to the 

acquisition of conservation easements as set forth in Title 

76, chapter 6.'' 

Section 3. Section 7-7-2203, MCAr is amended to read: 

''7-7-2203. Limitation on amount of bonded 

indebtedness. (1) Except as provided in subsections (2) 

through (4}, no county may issue general obligation bonds 

for any purpose which, with all outstanding bonds and 

warrants except county high school bonds and emergency 

bonds, will exceed 11.25% of the total of the taxable value 

of the property therein, plus the amount of interim 

production and new production taxes levied divided by the 

appropriate tax rates described in l5-23-607(2)(a) or (2)(b) 

and multiplied by 60%, plus the amount of value represented 

by new production exempted from tax as provided in 

15-23-612, to be ascertained by the last assessment for 

state and county taxes prior to the proposed issuance of 

bonds. 

(2) In addition to the bonds allowed by subsection 
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(1), a county may issue bonds which, with all outstanding 

bonds and warrants, will not exceed 27.75% of the total of 

the taxable value of the property in the county subject to 

taxation, plus the amount of interim production and new 

production taxes levied divided by the appropriate tax rates 

described in 15-23-607(2)(a) or (2)(b) and multiplied by 

60\, plus the amount of value represented by new production 

exempted from tax as provided in 15-23-612, when necessary 

to do so, for the purpose of acquiring land for a site for 

county high school buildings and for erecting or acquiring 

buildings thereon and furnishing and equipping the same for 

county high school purposes. 

(3) In addition to the bonds allowed by subsections 

(1} and (2}, a county may issue bonds for the construction 

or improvement of a jail which will not exceed 12.5% of the 

taxable value of the property in the county subject to 

taxation. 

(4) The limitation in subsection (1) shall not apply 

to refunding bonds issued for the purpose of paying or 

retiring county bonds lawfully issued prior to January 1, 

1932." 

Section 4. Section 7-14-2524, MCA, is amended to read: 

"7-14-2524. Limitation on amount of bonds issued 

excess void. (1) Except as otherwise provided hereafter and 

in 7-7-2203 and 7-7-2204, no county shall issue bonds which, 
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with all outstanding bonds and warrants except county high 

school bonds and emergency bonds, will exceed 11.25% of the 

total of the taxable value of the property therein, plus the 

amount of interim production and new production taxes levied 

divided by the appropriate tax rates described in 

15-23-607(2)(a) or (2)(b) and multiplied by 60%, plus the 

amount of value represented by new production exempte? __ fr~~ 

tax as provided in 15-23-612. The taxable property and the 

amount of interim p~oduction and new productiun taxes levied 

shall be ascertained by the last assessment for state and 

county taxes prior to the issuance of such bonds. 

(2) A county may issue bonds which, with all 

outstanding bonds and warrants except county high school 

bonds, will exceed 11.25% but will not exceed 22.5% of the 

total of the taxable value of such property, plus the amount 

of interim production and new production taxes levied 

divided by the appropriate tax rates described in 

15-23-607(2)(a) or (2)(b) and multiplied by 60%, plus the 

amount of value represented by new production exe~f!J_E!ed from 

tax as provided in 15-23-612, when necessary for the purpose 

of replacing, rebuilding, or repairing county buildings, 

bridges, or highways which have been destroyed or damaged by 

an act of God, disaster, catastrophe, or accident. 

(3) The value of the bonds issued dnd all othet 

outstanding indebtedness of the county, except county high 
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school bonds, shall not exceed 22.5% of the total of the 

taxable value of the property within the county, plus the 

amount of interim production and new production taxes levied 

divided by the appropriate tax rates described in 

15-23-607(2)(a) or (2)(b) and multiplied by 60%, plus the 

amount of value represented by new production exempted from 

tax as provided in 15-23 612, as ascertained by the last 

preceding general assessment.'' 

Section 5. Section 7-14-2525, MCA, is amended to read: 

"7-14-2525. Refunding agreements and refunding bonds 

authorized. (1) Whenever the total indebtedness of a county 

exceeds 22.5% of the total of the taxable value of the 

property therein, plus the amount of interim production and 

new production taxes levied divided by the appropriate tax 

rates described in l5-23-607(2)(a) or (2)(b) and multiplied 

by 60%, plus the amount of ~~-!':le ___ Ft;!p;-e_se:nt;.ed by new 

production exempted from tax as p~ovided in 15-23-612, and 

the board determines that the county is unable to pay such 

indebtedness in full, the board may: 

(a) negotiate with the bondholders for an agreement 

whereby the bondholders agree to accept less than the full 

amount of the bonds and the accrued unpaid interest thereon 

in satisfaction thereof; 

(b) enter into such agreement; 

(c) issue refunding bonds- for the amount agreed upon. 
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(2) These bonds may be issued in more than one series, 

and each series may be either amortization or serial bonds. 

(3) The plan agreed upon between the board and the 

bondholders shall be embodied in full in the resolution 

providing for the issue of the bonds." 

Section 6. Section 7-16-2327, MCA, is amended to read: 

"7-16-2327. Indebtedness for park purposes. ( l) 

Subject to the provisions of subsection (2), a county park 

board, in addition to powers and duties now given under law·, 

shall have the power and duty to contract an indebtedness in 

behalf of a county, upon the credit thereof, for the 

purposes of 7-16-2321(1) and (2). 

{2} (a) The total amount of indebtedness authorized to 

be contracted in any form, including the then-existing 

indebtedness, must not at any time exceed 13\ of the total 

of the taxable value of the taxable property in the county, 

plus the amount of interim production and new production 

taxes levied divided by the appropriate tax rates described 

in l5-23-607(2)(a) or (2)(b) and multiplied by 60%, plus the 

amount of value represented by new production exempted from 

tax as provided in 15-23-612, ascertained by the last 

assessment for state and county taxes previous to the 

incurring of such indebtedness. 

(b) No money may be borrowed on bonds issued for the 

purchase of lands and improving same for any such purpose 
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until the proposition has been submitted to the vote of 

those qualified under the provisions of the state 

constitution to vote at such election in the county affected 

thereby and a majority vote is cast in favor thereof." 

Section 7. Section 15-6-206, MCA, is amended to read: 

"15-6-208. Mineral exemptions. (1) One-half of the 

contract sales price of coal sold by a coal producer who 

extracts less than 50,000 tons of coal in a calendar year is 

exempt from taxation. 

(2) Metal mines producing less than 20,000 tons of ore 

in a taxable year shall be exempt from property taxation on 

one-half of the merchantable value. 

(3} New production, as defined in 15-23-601, is exempt 

from taxation for the first %4 ~% i4 !I months of production 

as provided in 15-23-612." 

Section 8. Section 15-16-102, MCA, is amended to read: 

11 15-16-102. Time for payment penalty for 

delinquency. All taxes levied and assessed in the state of 

Montana, except assessments made for special improvements in 

cities and towns payable under 15-16-103 and assessments 

made on interim production and new production as provided in 

Title 15, chapter 23, part 6, and payable under 15-16-121, 

shall be payable as follows: 

(1) One-half of the amount of such taxe~ shall be 

payable on or before 5 p.m. on November 30 of each year and 
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one-half on or before 5 p.m. on May 31 of each year. 

{2) Unless one-half of such taxes are paid on or 

before 5 p.m. on November 30 of each year, then such amount 

so payable shall become delinquent and shall draw interest 

at the rate of 5/6 of 1% per month from and after such 

delinquency until paid and 2% shall be added to the 

delinquent taxes as a penalty. 

(3) All taxes due and not paid on or before 5 p.m. on 

May 31 of each year shall be delinquent and shall draw 

interest at the rate of 5/6 of 1% per month from and after 

such delinquency until paid and 2% shall be added to the 

delinquent taxes as a penalty.•• 

Section 9. Section 15-16-121, MCA, is amended to read: 

''15-16-121. Payment of interim production and new 

production taxes. {ll Taxes levied and assessed on interim 

production or new production under the provisions of Title 

15, chapter 23, part 6, must be paid to the county treasurer 

in quarterly installments. The payments must be made on or 

before 5 p.m. on the last day of the months of November, 

February, May, and August. 

(2) Unless one-quarter of such taxes are paid on or 

before 5 p.m. on the last day of the months of November, 

February, May, and August of each year, any amount so 

payable is delinquent. 

{3) All such delinquent taxes must draw interest at 
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the rate payable on delinquencies under 15-23-115. 

(4) There must also be added to the delinquent taxes a 

penalty at the same rate as provided for delinquencies under 

15-23-104.~' 

Section 10. Section 15-23-601, MCA, is amended to 

read: 

"15-23-601. Definitions. As used in this part, the 

following definitions apply: 

(l) ''Excise tax'' means the windfall profit tax on 

domestic crude oil imposed by Title I of the federal Crude 

Oil Windfall Profit Tax Act of 1980, as enacted or as 

amended. 

( 2) tttt ''Interim production 11 me;:l.ns the production of 

natural qas, petroleum, or other crude or mineral oil from 

any well that: 

tij(A) had not produced natural gas, petroleum, or 

other crude or mineral oil during the 5 years immediately 

preceding the first month of interim production; and 

t±it(B) began interim p(oduction after June 30, 1985, 

and before aan~ary APRIL 1, 1987. 

tbt--fnterim-prod~etion,-wnen-~sed-in-eonneetion-with-a 

pee%ed-er-~nit±zed-area7-i~-treated-as-feiiow~~ 

t±t--±r-a-iea~e-eenta±n~-iaftd-that-±~-part~y-w±th±n-and 

partly-e~t~±de-or-a-pooied-er-tln±t±zed-areaT-the--iand--that 

i~-o~t~ide-o£-~he-pooied-or-~nit±zed-area-mtt~t-be-eons±dered 
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a-separate-iea~e;-and 

t±±t-a--peo%ed--or--ttnitized--area-mtl~t-ee-eons±dered-a 

separate-Tease. 

tit{3) tat The term ,,new production" means the 

production of natural gas, petroleum, or other crude or 

mineral oil from any !ease well: 

~ that has not produced natural gas, petroleum, 

or other crude or mineral oil during the 5 years immediately 

preceding the first month of qualified new productiono; and 

ti±t(B) on which the notification required in 

15-36-121(2) was given. 

tbt--New--prodttction,--wnen--tlsed--±n-eo~n~etion-w±th-~ 

p~oled-or--~~itized-~reaT-±s-~reeted-a~-£o!iows~ 

t±t--±£-a-±~a~e-eo~tai~~-±and-that-i~-part~y-~±th±~-and 

part±y-e~t~±d~-or-a-pooied-or-~nit±zed-eree,-the--iend--thet 

+~-oM~~+e~-o~-th~-eoo!ed-or-tt~it±zed-area-mttst-be-eo~~idered 

a-separate-le~se;-and 

t±±t-a--pooled--er--tl"±t±zed--aree-mttst-be-eonsidered-a 

~eparate-lea~eo 

t3till The terms "operator" and "producer" mean any 

person who 

extracting, 

engages in 

or producing 

the 

any 

other crude or mineral oil. 

business 

natural 

of drilling for, 

gas, petroleum, or 

t4till The term "well" includes each single well or 

group of wells, including dry wells, in one field or 
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production unit and under the control of one operator or 

producer." 

Section 11. Section 15-23-602, MCA, is amended to 

read: 

''15-23-602. Statement of sales proceeds. {1} Except as 

provided in subsection {2), each operator or producer of 

natural gas, petroleum, or other crude or mineral oil must 

on or before April 15 in each year make out and deliver to 

the department of revenue a statement of the gross sales 

proceeds of such natural gas, petroleum, or other crude or 

mineral oil from each well owned or worked 

during the next preceding calendar year. 

proceeds shall be determined by multiplying 

by such person 

The gross sales 

the units of 

production sold from the well times the royalty unit value 

of that production at the well. Such statement shall be in 

the form prescribed by the department and must be verified 

by the oath of the operator or producer or the manager, 

superintendent, agent, president, or vice-pr~sident of such 

corporation, association, or partnership. Such statement 

shall show the following: 

(a) the name and address of the operator, together 

with a list in duplicate of the names and addresses of any 

and all persons owning or claiming any royalty interest in 

the production from the well or the proceeds derived from 

the sale thereof, and the amount or amounts paid or yielded 
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as royalty to each of such persons during the period covered 

by the statement; 

(b) the description and location of the well; 

(c) the number of cubic feet of natural gas, barrels 

of petroleum or other crude or mineral oil sold from the 

well during the period covered by the statement; 

(d) the gross sales proceeds in dollars and cents or, 

in the case of sales between parties not acting at arm's 

length, the greater of the gross sales proceeds from or the 

fair market value of the products sold; 

(e) except for interim production and new production 

as defined in 15-23-601: 

(i) actual cost of extracting product from well; 

(ii) cost of construction, repairs, and betterments; 

(iii) actual cost of fire insurance and 

compensation insurancei 

workers' 

(iv) the amount paid or withheld in satisfaction of 

liability for excise taxes imposed by the U.S. government on 

the production, sale, or removal of the natural gas, 

petroleum, or other crude or mineral oil reported pursuant 

to subsection (l)(c), including a separate statement of the 

amount of such taxes paid or withheld from each royalty 

owner. 

(2) Each operator having interim prod~~tion or new 

production as defined in 15-23-601 shall, on or before the 
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last day of the months of October, January, April, and July, 

make out and deliver to the department of revenue a 

statement of the gross sales proceeds of such interim 

production or new production from each well owned or worked 

by such person during the preceding calendar quarter. The 

statement must be in the form prescribed by the department 

and verified as provided in subsection (1). The statement 

shall show the information required in subsections (l)(a) 

through (1)(d)." 

Section 12. Section 15-23-603, MCA, is amended to 

read: 

"15-23-603. Net proceeds -- how computed. (1) Except 

as provided in subsection {3), the department of revenue 

shall calculate and compute from the returns the gross sales 

proceeds of the product yielded from such well for the year 

covered by the statement and shall calculate the net 

proceeds of the well yielded to the producer, which net 

proceeds shall be determined by subtracting from the gross 

sales proceeds thereof the following: 

{a) all royalty paid in cash by the operator or 

producer and the gross value of all royalty apportioned in 

kind by the operator or producer that shall be determined by 

using as the value 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 from the well out of which the 
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royalty was paid; 

(b) all money expended for necessary labor and 

machinery needed and used in the operation and development; 

(c) except as provided in subsection t4t 121, all 

money expended for necessary supplies needed and used in the 

operation and development: 

(d) all money expended for improvements, repairs, and 

betterments necessary in and about the working of the well; 

(e) that portion of all money, including costs of 

insurance, expended for the acquisition and operation of any 

vehicle used in the operation and development of the well 

which bears the same ratio to all money expended for the 

acquisition and use of the vehicle during the year covered 

by the statement as the number of miles the vehicle is used 

in operation and development of the well during the year 

covered by the statement bears to the total miles the 

vehicle is used during the year covered by the statement; 

(f) all money expended for fire insurance, workers' 

compensation insurance, liability insurance, and casualty 

insurance directly attributable to the operation and 

development of the well and for payments by operators to 

welfare and retirement funds when provided for in wage 

contracts between operators and employees; 

(g) all money expended for any performance or 

indemnity bonds required by the laws of this state or the 
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rules of any state agency, with respect to the well for 

which the net proceeds are being calculated; and 

(h) 70% of the amount paid or withheld in satisfaction 

of liability for excise taxes imposed by the U.S. government 

on the production, sale, or removal of the natural gas, 

petroleum, or other crude or mineral oil yielded from such 

well, other than the amount of such taxes paid by or 

withheld from each royalty owner.; and 

(i) net proceeds determined under subsection (3). 

(2) No money invested in the well and improvements 

during any year except the year for which such statement is 

made may be included in such expenditures, except as 

provided in 15-23-604, and such expenditures may not include 

the salaries or any portion thereof of any person or officer 

not actually engaged in the working of the well or 

superintending the management thereof. 

(3) For interim production or new production, net 

proceeds are the equivalent of the gross sales proceeds, 

without deduction for excise taxes, of the product yielded 

from such well for the year covered by the statement, except 

that in computing the total number of barrels of petroleum 

and other mineral or crude oil or cubic feet of natural gas 

produced, there shall be deducted therefrom so much thereof 

as is used in the operation of the well from which the 

petroleum or other mineral or crude oil or natural gas is 
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produced for pumping the petroleum or other mineral or crude 

oil or natural gas from the well to a tank or pipeline. 

(4) To determine net proceeds under subsection (1) for 

lease or unitized areas _from which interim or new production 

and other production have been sold, the deductions allowed 

in subsections (l)(b) through (l)(h) must be prorated on the 

basis of the number of barrels of interim and new production 

of oil or cubic feet of interim or new production of gas to 

the number of barrels of other production of oil or cubic 

feet of other production of gas. 

t4t~ In calculating the deduction for money expended 

for necessary chemical supplies needed and used in a 

tertiary recovery project 

revenue, as provided in 

approved by 

15-36-101, 

the department of 

the department shall 

require that the necessary chemical supplies, which include 

but are not limited to carbon dioxide supplies, be amortized 

over a 10-year period beginning with the year in which the 

=~y~sexpe~ed." 

Section 13. Section 15-23-604, MCA, is amended to 

read: 

''15-23-604. Deduction of drilling costs and capital 

expenditures. (1} Unle~s an operator or producer proceeds 

under subsection (2), the department of revenue in computing 

the deductions allowable for cost of drilling well~ 

completed during the period and for other capital 
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expenditures shall allow 10% of such cost each year for a 

period of 10 years beginning: 

tat--at~er--~he--3-ye~r--exemption--per~o~--aiiewed--in 

%S-36-%%%-£or-qttsiified-fta~~ra%-~as-weits7 

tet~ with the year natural gas from a nonq~a±i£ie0 

natural gas well is first placed into a natural gas 

distribution system; or 

tet~ with the year the pumping unit is installed on 

a crude oil well or the well flows. 

{2) The operator or producer may elect to amortize the 

cost over a period of 2 years if the well is less than 3,000 

feet deep. 

(3) The deduction of the costs in subsection (1) is 

not allowed on wells that are producing interim production 

or new production, as defined in 15-23-601, and may not be 

prorated an wells that are not producing interim production 

or new production when a lease or unitized area has both 

interim or new production and other production.'' 

Section 14. Section l5-23-605T MCA, is amended to 

read: 

"15-23-605. Assessment of royalties. (1) The amount of 

royalty receivedT valued as provided in 15-23-603(l)(a), 

less 70% of the amount of excise taxes paid by or withheld 

from the royalty owner as reported pursuant to 15-23-602(8), 

shall be considered net proceeds to the recipient and shall 
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be assessed as follows: upon receipt of the lists or 

schedules setting forth the names and addresses of any and 

all persons owning or claiming royalty and the amount paid 

or yielded as royalty to such royalty owners or claimants 

during the year for which such return is made, the 

department of revenue shall proceed to assess and tax the 

same as net proceeds of mines. 

(2) Net proceeds for interim production and new 

production, as defined in 15-23-601, includes royalties 

received without deduction for excise taxes.'' 

Section 15. Section 15-23-607, MCA, l.S amended to 

read: 

''15-23-607. County assessors 

Immediately after the board of 

to compute taxes. (1) 

county commissioners has 

fixed tax levies on the second Monday in August, the county 

assessor shall compute the taxes on such net proceeds, 

except as provided in TS-36-t~t 15-23-612 and in subsection 

(2), and royalty assessments and shall deliver the book to 

the county treasurer on or before September 15. The county 

treasurer shall proceed to give full notice thereof to such 

operator and to collect the same in manner provided by law. 

(2) For interim production or new production, as 

defined in 15-23-601, the county assessor may not levy or 

assess any mills against the value of such interim 

production or new production, but shall instead levy a tax 
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as follows: 

(a) for interim production or new production of 

petroleum or other mineral or crude oil, 7\ of net proceeds, 

as described in 15-23-603(3); or 

(b) for interim production or new production of 

natural gas, 12\ of net proceeds, as described in 

15-23-603(3). 

(3) The amount of tax levied in subsections {2)(a) and 

(2){b), divided by the appropriate tax rate and multiplied 

by 60\, shall be treated as taxable value for county bonding 

purposes. 

(4) The operator or producer shall be liable for the 

payment of said taxes and same shall, except as provided in 

15-16-121, be payable by and shall be collected from such 

operators·in the same manner and under the same penalties as 

provided for the collection of taxes upon net proceeds of 

mines; provided, however, that the operator may at his 

option withhold from the proceeds of royalty interest, 

either in kind or in money, an estimated amount of the tax 

to be paid by him upon such royalty or royalty interest. 

After such withholding any deviation between the estimated 

tax and the actual tax may be accounted for by adjusting 

subsequent withholdings from the proceeds of royalty 

interests." 

Section 16. Section 15-23-612, MCA, is amended to 
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read: 

''15-23-612. Certain natural gas, petroleum, or other 

crude or mineral oil exempt. (1) Hatnrai--9as--prod~eed--e~ 

provided--±ft--%5-36-%%±t%t--±~--~x~mpt-£~om-one-ha%f-~he-nee 

proe~ed~-teM-~mpo~ed-by-this-part-for-3-years--be9±nn±n9--ft~ 

prov±ded-±n-%5-36-±%±t3t-±£-the-req~±rem~n~~-of-±5-36-±Zitit 

ar~--m~t~ New production, as defined in 15-23-601, is exempt 

from the net proceeds tax imposed by this part for the first 

%4 ±% ~4 !I months following the last day of the calendar 

month immediately preceding the month in which: 

(a) natural gas is placed into a natural ~ 

distribution system; or 

(b) production for sale from a crude oil 

oil well is pumped or flows. 

or mineral 

(2) After the expiration of the i4-Mo~t~ i~-M6N~H 

i4-M9N~H 12-MONTH exemption period provided in subsection 

(1), new producti~.~-----_!2f__naturaL_~..! ~-t-~oleum, or other 

crude or mineral oil is subject to net proceeds tax imposed 

by this part. 

titlll Notwithstanding the provisions of ~~~~eet±o~ 

subsections (1) and (2), all reporting requirements under 

the net proceeds tax rema.in in effect." 

Section 17. Section 15-23-613, MCA, is amended to 

read: 

"15-23-613. Disposition of texe~--1:"--Yie~--o£----net 
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proe~~ds interim production and new production taxes. The 

county treasurer shall credit all taxes on interim 

production and new o±r-er-ge~ production, as provided for in 

15-23-607, in the relative proportions required by the 

levies for state, county, school district, and municipal 

purposes in the same manner as property taxes were 

distributed in the year preceding the budget year." 

NEW SECTION. Section 18. Allocation of new 

production. (1) If a lease has production that does not 

qualify for new or interim production and a producing well 

is completed on the lease after December 31, 1986, the 

allocation of the new prOduction must be based on the 

average daily production per well. The average daily 

production per well must be determined by dividing the total 

production for the quarter by the number of well production 

days for the quarter. 

(2) The number of well production days for the quarter 

is the sum of the number of completed wells on the first day 

of the quarter times the number of days in the quarter plus 

the number of days from the date of completion of any wells 

during the quarter to the end of the quarter. New production 

for the quarter must then be calculated by multiplying the 

average daily production per well times the number of wells 

completed after December 31, 1986, times the number of 

production days attributed to those wells for the quarter. 
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The value of the production must be based on the average 

price received for the production for the quarter. 

(3) Average daily production, well production days, 

and average price ~ust be calculated each quarter. 

Section 19. Section 20-9-141, MCA, is amended to read: 

"20-9-141. Computation of general fund net levy 

requirement by county superintendent. ( 1) The county 

superintendent shall compute the levy requirement for each 

district's general fund on the basis of the following 

procedure: 

(a} Determine the total of the funding required for 

the district's final general fund budget less the amount 

established by the schedules in 20-9-316 through 20-9-321 by 

totaling: 

(i) the district's nonisolated school foundation 

program requirement to be met by a district levy as provided 

in 20-9-303; 

(ii) the district's permissive levy amount as provided 

in 20-9-352; and 

(iii) any general fund budget amount adopted by the 

trustees of the district under the provisions of 20-9-353, 

including any additional levies authorized by the electors 

of the district. 

(b) Determine the total of the moneys available for 

the reduction of the property tax on the district for the 
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general fund by totaling: 

(i) anticipated federal moneys received under the 

provisions of Title I of Public Law 81-874 or other 

anticipated federal moneys received in lieu of such federal 

act; 

(ii) anticipated tuition payments for out-of-district 

pupils under the provisions of 20-5-303, 20-5-307, 20-5-312, 

and 20-5-313; 

(iii) general fund cash reappropriaced, as established 

under the provisions of 20-9-104; 

(iv) anticipated or reappropriated state impact aid 

received under the provisions of 20-9-304i 

(v} anticipated or reappropriated motor vehicle fees 

and reimbursement under the provisions of 61-3-532 and 

61-3-536; 

(vi) anticipated net proceed~ taxes for interim 

production and new production, as defined 

(vii) anticipated interest to 

in 15-23-601; 

be earned or 

reappropriated interest earned by the investment of general 

fund cash in accordance with the provisions of 20-9-213(4); 

and 

(viii) any other revenue anticipated by the trustees to 

be received during the ensuing school fiscal year which may 

be used to finance the general fund. 

{c) Subtract the total of the moneys available to 
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reduce the property tax required to finance the general fund 

that has been determined in subsection (l){b) from the total 

requirement determined in subsection (l)(a). 

{2) The net general fund levy requirement determined 

in subsection {l)(c) shall be reported to the county 

commissioners on the second Monday of August by the county 

superintendent 

district, and 

as the general fund levy requirement for the 

a levy shall he made by the county 

commissioners in accordance with 20-9-142." 

Section 20. Section 20-9-331, MCA, is amended to read: 

"20-9-331. Basic county tax and other revenues for 

county equalization of the elementary district foundation 

program. (1) It shall be the duty of the county 

commissioners of each county to levy an annual basic tax of 

26 mills on the dollars of the taxable value of all taxable 

property within the county for the purposes of local and 

state foundation program support. The revenue to be 

collected from this levy shall be apportioned to the support 

of the foundation programs of the elementary school 

districts in the county and to the state special revenue 

fund, state equalization aid account, in the following 

manner: 

(a) In order to determine the amount of revenue raised 

by this levy which is retained by the counly, the sum of the 

estimated revenues identified in subsection {2) below shall 
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of the county elementary 

the total of the foundation 

programs of all elementary districts of the county. 

(b) If the basic levy prescribed by this section 

produces more revenue than is required to finance the 

difference determined above, the county treasurer shall 

remit the surplus funds to the state treasurer for deposit 

to the state special revenue fund, state equalization aid 

account, immediately upon occurrence of a surplus balance 

and each subsequent month thereafter, with any final 

remittance due no later than June 20 of the fiscal year for 

which the levy has been set. 

(2) The proceeds realized from the county's portion of 

the levy prescribed by this section and the revenues from 

the following sources shall be used for the equalization of 

the elementary district foundation programs of the county as 

prescribed in 20-9-334, and a separate accounting shall be 

kept of such proceeds and revenues by the county treasurer 

in accordance with 20-9-212(1): 

(a) the portion of the federal Taylor Grazing Act 

funds distributed to a county and designated for the common 

school fund under the provisions of 17-3-222; 

(b) the portion of the federal flood control act funds 

distributed to a county and designated for expenditure for 

the benefit of the county common schools under the 
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treasury as a 

result of fines for violations of law and the use of which 

is not otherwise s~~cified by law; 

(d) any money remaining at the end of the immediately 

preceding school fiscal year in the county treasurer's 

account for the various sources of revenue established or 

referred to in this section; 

(e) any federal or state money, including anticipated 

or reappropriated motor vehicle fees and reimbursement under 

the provisio11s of 61-3-532 and 61-3-536, distributed to the 

county as payment in lieu of the property taxation 

established by the county levy required by this section; and 

(f) net proceeds taxes for interim production and new 

production, as defined in 15-23-601.'' 

Section 21. Section 20-9-333, MCA, is amended to read: 

''20-9-333. Basic special levy and other revenues for 

county equalization of high school district foundation 

program. ( 1) It shall be the duty of the county 

commissioners of each county to levy an annual basic special 

tax for high schools of 17 mills on the dollar of the 

taxable value of all taxable property within the county for 

the purposes of local and state foundation program support. 

The revenue to be collected from this levy shall be 

apportioned to the support of the foundation programs of 
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high school districts in the county and to the state special 

revenue fund, state equalization aid account, in the 

following manner: 

(a) In order to determine the amount of revenue raised 

by this levy which is retained by the county, the estimated 

revenues identified in subsections (2)(a) and (2)(b) below 

shall be subtracted from the sum of the county's high school 

tuition obligation and the total of the foundation programs 

of all high school districts of the county. 

(b) If the basic levy prescribed by this section 

produces more revenue than is required to finance the 

difference determined above, the county treasurer shall 

remit the surplus to the state treasurer for deposit to the 

state special revenue fund, state equalization aid account, 

immediately upon occurrence of a surplus balance and each 

subsequent month thereafter, with any final remittance due 

no later than June 20 of the fiscal year for which the levy 

has been set. 

(2) The proceeds realized from the county's portion of 

the levy prescribed in this section and the revenues from 

the following sources shall be used for the equalization of 

the high school district foundation programs of the county 

as prescribed in 20-9-334, and a separate accounting shall 

be kept of these proceeds by the county treasurer lO 

accordance with 20-9-212(1): 
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(a) any money remaining at the end of the immediately 

preceding school fiscal year in the county treasurer's 

accounts for the various sources of revenue established in 

this section; 

(b) any federal or state moneys, including anticipated 

or reappropriated motor vehicle fees and reimbursement under 

the provisions of 61-3-532 and 61-3-536, distributed to the 

county as a payment in lieu of the property taxation 

established by the county levy required by this section; and 

{c) net proceeds taxes for interim production and new 

production, as defined in 15-23-601.'' 

Section 22. Section 20-9-352, MCA, is amended to read: 

"20-9-352. Permissive amount and permissive levy. ( 1) 

Whenever the trustees of any district shall deem it 

necessary to adopt a general fund budget in excess of the 

foundation program amount but not in exce5s of the maximum 

general fund budget amount for such district as established 

by the schedules in 20-9-316 through 20-9-321, the trustees 

shall adopt a resolution stating the reasons and purposes 

for exceeding the foundation program amount. Such excess 

above the foundation program amount shall be known as the 

"permissive amount", and it shall be financed by a levy on 

the taxable value of all taxable property within the 

district as prescribed in 20-9-141, supplemented with a1ly 

biennial appropriation by the legislature for this purpose. 
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The proceeds of such an appropriation shall be deposited to 

the state special revenue fund, permissive account. 

(2) The district levies to be set for the purpose of 

funding the permissive amount are determined as follows: 

(a} For each elementary school district, the county 

commissioners shall annually set a levy not exceeding 6 

mills on all the taxable property in the district for the 

purpose of funding the permissive amount of the district. 

The permissive levy in mills shall be obtained by 

multiplying the ratio of the permissive amount to the 

maximum permissive amount by 6 or by using the number of 

mills which would fund the permissive amount, whichever is 

less. If the amount of revenue raised by this levy, plus 

anticipated or reappropriated motor vehicle fees and 

reimbursement under the provisions of 61-3-532 and 61-3-536, 

is not sufficient to fund the permissive amount in full, the 

amount of the deficiency shall be paid to the district from 

the state special revenue fund according to the provisions 

of subsections (3) and (4) of this section. 

(b) For each high school district, the county 

commissioners shall annually set 

mills on all taxable property 

a levy 

in the 

not exceeding 4 

district for the 

purpose of funding the permissive amount of the district. 

The permissive levy in mills shall be obtained by 

multiplying the ratio of the permissive levy to the maximum 
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permissive amount by 4 or by using the number of mills which 

would fund the permissive amount, whichever is less. If the 

amount of revenue raised by this levy, plus anticipated 

motor vehicle fees and reimbursement under the provisions of 

61-3-532 and 61-3-536, and plus net proceeds taxes for 

interim production and new production, as defined 1n 

15-23-601, is not sufficient to fund the permissive amount 

in full, the amount of the deficiency shall be paid to the 

district from the state special revenue fund according to 

the provisions of subsections (3) and (4) of this section. 

(3) The superintendent of public instruction shall, if 

the appropriation by the legislature for the perm1ssive 

account for the biennium is insufficient, request the budget 

director to 

appropriation 

submit 

in the 

a request 

second year 

for 

of 

a supplemental 

the biennium. The 

supplemental appropriation shall provide enough revenue to 

fund the permissive deficiency of the elementary and high 

school districts of the state. The proceeds of this 

appropriation shall be deposited to the state special 

revenue fund, permissive account, and shall be distributed 

to the elementary and high school districts in accordance 

with their entitlements as determined by the superintendent 

of public instruction according to the provisions of 

subsections (l) and {2) of this section. 

(4) Distribution under this section from the state 
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sp~cial revenue fund shall be made in two payments. The 

first payment shall be made at the same time as the first 

distribution of state equalization aid is made after January 

1 of the fiscal year. The second payment shall be made at 

the same time as the last payment of state equalization aid 

is made for the fiscal year. If the appropriation is not 

sufficient to finance the deficiencies of the districts as 

determined according to subsection (2), each district will 

receive the same percentage of its deficiency. Surplus 

revenue in the second year of the biennium may be used to 

reduce the appropriation required for the next succeeding 

biennium or may be transferred to the state equalization aid 

state special revenue fund if revenues in that fund are 

insufficient to meet foundation program requirements." 

Section 23. Section 20-9-501, MCA, is amended to read: 

''20-9-501. Retirement fund. (1} The trustees of any 

district employing personnel who are members of the 

teachers' retirement system or the public employees' 

retirement system or who are covered by unemployment 

insurance or who are covered by any federal social security 

system requiring employer contributions shall establish a 

retirement fund for the purposes of budgeting and paying the 

employer's contributions to such systems. The district's 

contribution for each employee who is a member of the 

teachers' retirement system shall be calculated in 
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accordance with Title 19, chapter 4, part 6. The district's 

contribution for each employee who is a member of the public 

employees' retirement system shall be calculated in 

accordance with 19-3-801. The district may levy a special 

tax to pay its contribution to the public employees' 

retirement system under the conditions prescribed in 

19-3-204. The district's contributions for each employee 

covered by any federal social security system shall be paid 

in accordance with federal law and regulation. The 

district's contribution for each employee who is covered by 

unemployment insurance shall be paid in accordance with 

Title 39, chapter 51, part 11. 

(2) The trustees of any district required to make a 

contribution to any such system shall include in the 

retirement fund of the preliminary budget the estimated 

amount of the employer's contribution and such additional 

moneys, within legal limitations, as they may wish to 

provide for the retirement fund cash reserve. After the 

final retirement fund budget has been adopted, the trustees 

shall pay the employer contributions to such systems in 

accordance with the financial administration provisions of 

this title. 

(3) When the final retirement fund budget has been 

adopted, the county superintender1t shall establish the levy 

requirement by: 

-34- SB 383 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0383/06 

(a) determining the sum of the moneys available to 

reduce the retirement fund levy requirement by adding: 

(i) any anticipated moneys that may be realized in the 

retirement fund during the ensuing school fiscal year, 

including anticipated motor vehicle fees and reimbursement 

under the provisions of 61-3-532 and 61-3-536; 

(ii) net proceeds taxes for interim production and new 

production, as defined in 15-23-601; and 

(iii) any cash available for reappropriation as 

determined by subtracting the amount of the end-of-the-year 

cash balance earmarked as the retirement fund cash reserve 

for the ensuing school fiscal year by the trustees from the 

end-of-the-year cash balance in the retirement fund. The 

retirement fund cash reserve shall not be more than 35% of 

the final retirement fund budget for the ensuing school 

fiscal year and shall be used for the purpose of paying 

retirement fund warrants issued by the district under the 

final retirement fund budget. 

(b) subtracting the total of the moneys available for 

reduction of the levy requirement as determined in 

subsection (J)(a) from the budgeted amount for expenditures 

in the final retirement fund budget. 

(4) The county superintendent shall total the net 

retirement fund levy requirements separately for all 

elementary school districts, all high school districts, and 
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all community college districts of the county, including any 

prorated joint district or special education cooperative 

agreement levy requirements, and shall report each such levy 

requirement to thr county commissioners on the second Monday 

of August as the respective county levy requirements for 

elementary district, high school district, and community 

college district retirement funds. The county commissioners 

shall fix and set such county levy in accordance with 

20-9-142. 

(5) The net retirement fund levy requirement for a 

joint elementary district or a joint high school district 

shall be prorated to each county in which a part of such 

district is located in the same proportion as the district 

ANB of the joint district is distributed by pupil residence 

in each such county. The county superintendents of the 

counties affected shall jointly determine the net retirement 

fund levy requirement for each county as provided in 

20-9-151. 

(6) The net retirement fund levy requirement for 

districts that are members of special education cooperative 

agreements shall be prorated to each county in which such 

district is located in the same proportion as the budget for 

the special education cooperative agreement of the district 

bears to the total budget of the cooperative. The county 

superintendents of the counties affected shall jointly 
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determine the net retirement fund levy requirement for each 

county in the same manner as provided in 20-9--151 and fix 

and levy the net retirement fund levy for each county in the 

same manner as provided in 20-9-152." 

Section 24. Section 20-10-144, MCA, is amended to 

read: 

11 20-10-144. Computation of revenues and net tax levy 

requirements for the transportation fund budget. Before the 

fourth Monday of July and in accordance with 20-9-123, the 

county superintendent shall compute the revenue available to 

finance the transportation fund budget of each district. The 

county superintendent shall compute the revenue for each 

district on the following basis: 

(1) The "schedule amount" of the preliminary budget 

expenditures that is derived from the rate schedules in 

20-10-141 and 20-10-142 shall be determined by adding the 

following amounts: 

(a) the sum of the maximum reimbursable expenditures 

for all approved school bus routes maintained by the 

district (to determine the maximum reimbursable expenditure, 

multiply the applicable rate per bus mile by the total 

number of miles to be traveled during the ensuing school 

fiscal year on each bus route approved by the county 

transportation committee and maintained by ~uch district); 

plus 
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(b) the total of all individual transportation per 

diem reimbursement rates for such district as determined 

from the contracts submitted by the district multiplied by 

the number of pupil-instruction days scheduled for the 

ensuing school attendance year; plus 

(c) any estimated costs for supervised home study or 

supervised correspondence study for the ensuing school 

fiscal year; plus 

(d) the amount budgeted on the preliminary budget for 

the contingency amount permitted in 20-10-143, except if 

such amount exceeds 10% of the total of subsections (l)(a), 

(l)(b), and (l)(c) or $100, whichever is larger, the 

contingency amount on the preliminary budget shall be 

reduced to such limitation amount and used in this 

determination of the schedule amount. 

(2) The schedule amount determined in subsection (1) 

or the total preliminary transportation fund budget, 

whichever is smaller, shall be divided by 3 and the 

resulting one-third amount shall be used to determine the 

available state and county revenue to be budgeted on the 

following basis: 

(a) the resulting one-third amount shall be the 

budgeted state transportation reimbursement, except that the 

state transportation reimbursement for the transportation of 

special education pupils under the provisions of 20-7-442 
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shall be two-thirds of the schedule amount attributed to the 

transportation of special education pupils; 

(b) the resulting one-third amount, except as provided 

for joint elementary districts in subsection (2)(e), shall 

be the budgeted county transportation reimbursement for 

elementary districts and shall be financed by the basic 

county tax under the provisions of 20-9-334; 

(C) the resulting one-third amount multiplied by 2 

shall be the budgeted county transportation reimbursement 

amount for high school districts financed under the 

provisions of subsection (5) of this section, except as 

provided for joint high school districts in subsection 

(2)(e), and except that the county transportation 

reimbursement for the transportation of special education 

pupils under the provisions of 20-7-442 shall be one-third 

of the schedule amount attributed to the transportation of 

special education pupils; 

(d) when the district has a sufficient amount of cash 

for reappropriation and other sources of district revenue, 

as determined in subsection (3), to reduce the total 

district obligation for financing to zero, any remaining 

amount of such district revenue and cash reappropriated 

shall be used to reduce the ·county financing obligation in 

subsections (2)(b) or (2)(C) and, if such county financing 

obligations are reduced to zero, to reduce the state 
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a joint 

district, after the application of any district moneys under 

subsection (2)(dJ above, shall be prorated to each county 

incorporated by the joint district in the same proportion as 

the ANB of the joint district is distributed by pupil 

residence in each such county. 

(3) The total of the moneys available for the 

reduction of property tax on the district for the 

transportation fund shall be determined by totaling: 

(a) 

provisions 

anticipated 

of Title 

federal 

I of 

moneys 

Public 

received under the 

Law 81-874 0[ other 

anticipated federal moneys received in lieu of such federal 

act; plus 

(b) anticipated payments from other districts for 

providing school bus transportation services for such 

district: plus 

(C) anticipated payments from a parent or guardian for 

providing school bus transportation services for his childi 

plus 

(d) anticipated interest to be earned by the 

investment of transportation fund cash in accordance with 

the provisions of 20-9-213(4); plus 

(e) anticipated motor vehicle fees and reimbursement 

under the provisions of 61-3-532 and 61-3-536; plus 
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(f) net proceeds taxes for interim production and new 

production, as defined in 15-23-601: plus 

(g) any other revenue anticipated by the trustees to 

be earned during the ensuing school fiscal year which may be 

used to finance the transportation fund: plus 

(h) any cash available for reappropriation as 

determined by subtracting the amount of the end-of-the-year 

cash balance earmarked as the transportation fund cash 

reserve for the ensuing school fiscal year by the trustees 

from the end-of-the-year cash balance in the transportation 

fund. Such cash reserve shall not be more than 20% of the 

final transportation fund budget for the ensuing school 

fiscal year and shall be for the purpose of paying 

transportation fund warrants issued by the district under 

the final transportation fund budget. 

(4) The district levy requirement for each district's 

transportation fund shall be computed by: 

(a) subtracting the schedule amount calculated in 

subsection (1) from the total preliminary transportation 

budget amount and, for an elementary district, adding such 

difference to the district obligation to finance one-third 

of the schedule amount as determined in subsection (2); and 

(b) subtracting the amount of moneys available to 

reduce the property tax on the district, as determined in 

subsection (3}, from the amount determined in subsection 
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14)1a) above. 

(5) The county levy requirement for the financing of 

the county transportation reimbursement to high school 

districts shall be computed by adding all such requirements 

for all the high school districts of the county, including 

the county's obligation for ~eimbu~sements in joint high 

school districts. 

16) The transportation fund levy requirements 

determined in subsection (4) for each district and in 

subsection (5) for the county shall be reported to the 

county commissioners on the second Monday of August by the 

county superintendent as the transportation fund levy 

requirements for the district and for the county, and such 

levies shall be made by the county commissioners in 

accordance with 20-9-142. 11 

NEW SECTION. Section 25. Extension of autho~ity. Any 

existing authority of the department of revenue or the board 

of oil and gas conservation to make rules on the subject of 

the provisions of this act is extended to the provisions of 

this act. 

NEW SECTION. Section 26. Codification instruction. 

Section 18 is intended to be codified as an integral part of 

Title 15, chapter 23, part 6, and the provisions of Title 

15, chapter 23, part 6, apply to section 18. 

NEW SECTION. Section 27. Coordination instructions. 
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l (l) If either Senate Bill No. 262 or Senate Bill No. 66 and 

2 this act are passed and approved, Senate Bill No. 262 or 

3 Senate Bill No. 66 are void. 

4 (2) If both-this-aet-and House Bill No. 776 are IS not 

5 passed and approved, section %9t3ttattiit 10(3)(B) is void. 

6 NEW SECTION. Section 28. Effective date 

7 applicability. This act is effective on passage and approval 

8 and applies retroactively, within the meaning of 1-2-109, to 

9 taxable years QUARTERS beginning on or after Jafttta~y-i APRIL 

10 !• 1987. THE TAX RATE AND FILING METHOD APPLICABLE TO A 

11 WELL THAT QUALIFIES AS INTERIM PRODUCTION UNDER SECTION 10 

12 BUT WHICH DID NOT QUALIFY AS NEW PRODUCTION UNDER 15-23-601 

13 PRIOR TO THE APPLICABILITY DATE OF THIS ACT OOF.S NOT CHANGE 

14 FOR TAX PERIODS PRIOR TO THE APPLICABILITY DATE. 

-End-
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