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@ BILL No. &S

Fown

A BILL FOR AN ACT ENTITLED: "AN ACT TO EXTEND THE EXEMPTION

INTRODUCED BY

OF CERTAIN STRIPPER WELLS FROM SEVERANCE TAXES; AMENDING
SECTION 15-36-101; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE

AND A CONTINGENT RETROACTIVE APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-36-101, MCA, is amended to read:
"15-36-101. Definitions and rate of tax. (1} Every

person engaging in or carrying on the business of producing

petroleum, other mineral or crude oil, or natural gas within
this state or engaging in or carrying on the business of
owning, controlling, managing, leasing, or operating within
this state any well or wells from which any merchantable or
marketable petroleum, other mineral or crude oil, or natural
gas is extracted or produced sufEficient 1in quantity to
justify the marketing of the same must, except as provided
in 1%-36-121, each year when engaged in or carrying on any
such business in this state pay to the deparément of revenue

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

severance tax computed at the following rates:

{a) except as provided in subsections {1){b), (Ly(c)y,

and {1)(d), S%-ef-the-total-groeasa-yplue-sf-ati-the-petroteum
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and--sther-minerat-or-ernde-oti-produced-by-such-person-from
each-teane-ar-untt—on-or-after-Aprit--1;--138t;—-and--on--or
before——Mareh-—-33;--19837-6%-0f-the-taktai-gress-vatue-of-ati
the-petroleum-and-scher-mineratr-ar--crude—-eil--produced--by
speh--perssn--from--each--tease-or-uptt-on-or-after-Aprit-i;
1983;-and-on-or-befera-Maren-3x;-1+985;-and 5% of the total
gross value of all the petroleum and other mineral or crude
oil produced by sueh the person from each lease or unit
thereafrer; but in determining the amount of sueh severance
tax there shall be excluded from consideration all petroleum
or other crude or mineral oil produced and used by smwen the
person during sueh the year in connection with his
operations in prospecting for, developing, and producing
sueh the petroleum or crude or mineral oil;

{b} 2.65% of ¢the total gross value of natural gas
produced from each lease or unit; but in determining the
amount of sweh severance tax there shall be excluded from
consideration all gas produced and used by smeh the person
during suech the vyear in connection with his operations in
prospecting for, developing, and producing sueh the gas or
petroleum or crude or mineral oil; and there shall also be
excluded from consideration all gas, including carbon
dioxide gas, recycled or reinjected into the ground;

{c) 2.5% of the total gross value of the incremental

petreleum and other mineral or crude oil produced from each

- INTRODUCED BILL
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lease o©or unit in a tertiary recovery project after July 1,
1985. For purposes of this section, a tertiary recovery
project must meet the following requirements:

{i} the project must be approved as a tertiary
recovery project by the department of revenue. Sueh The
approval may be extended only after notice and hearing in
accordance with Title 2, chapter 4.

{ii} the property to be affected by the project must be
adequately delineated accerding to the specifications
regquired by the department; and

{iii) the project must involve the application of one
or more tertiary recovery methods that can reasonably be
expected to result 1in an increase, determined by the
department to be significant in light of all the facts and
circumstances, in the amount of crude o©il which may
potentially be recovered. for the purpose of this section,
tertiary recovery methods include but are not limited to:

(A) miscible fluid displacement;

{B) steam drive injection;

(C) micellar/emulsion flooding;

(D) 1in situ combustion;

(E} polymer augmented water flooding;

{F) cyclic steam injection;

(G} alkaline or caustic fiooding;

(H) carbon dioxide water flooding;
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(I} immiscible carbon dioxide displacement; OT

{J) any other method approved by the department as a
tertiary recovery methods.

{d) 3% of the total gross value of all the petroleum
and other mineral or crude oil, after the first 5 barrels,
produced by a stripper well, as defined in 15-36-121, that
produces more than 5 barrels a day during the period
beginning April 1, 987 1989, and ending March 131, $389
1991.

(2) For purposes of this section, the term
"ineremental petroleum and other mineral or crude o1l" means
the amount of 0il, as determined by the department of
revenue, to be in excess of what would have been produced by
primary and seccndary methods, The determination arrived at
by the department must be made only after notice and hearing
and shall specify through the life of a tertiary project,
calendar year by calendar year, the combined amount of
primary and secondary production that must be wused to
establish the incremental production from each lease or unit
in a tertiary recovery project.

(3) Nothing in this part may be construed as reguiring
laborers or employees hired or employed by any person to
drill any oil well or to work in or about any oil well or
prospect or explore for or do any work for the purpose of

developing any petroleum or other mineral or crude oil to
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pay sueh the severance tax, nor may any work done or the
drilling of any a well or wells for the purpose of
prospecting or exploring for petroleum or other mineral or
crude oils or for the purpose of developing same them be
considered to be the engaging in or carrying on of any-suech
the business. If, in the doing of any auch work, 1in the
drilling of any oil well, or in saeech prospecting, exploring,
or development work, any merchantable or marketable
petroleum or other mineral or crude oil in excess of the
quantity required by sueh the person for carrying on saeh
the operation is produced sufficient in quantity to Jjustify

the marketing of the same petroleum or other mineral or

crude 0il, such the work, drilling, prospecting, exploring,
or development work is considered to be the engaging in and

carrying on of saeh the business of producing petroleum or

other mineral or crude ©il within this state within the

meaning of this secticn.

{4) Every person required to pay sueh the severance
tax hereunder under this section shall pay the same tax in
full for his own account and for the account of each of the
other owner or owners of the gross proceeds in value or in
kind of all the marketable petroleum or other wmineral or
crude il or natural gas extracted and produced, including
owner or owners of working interest, royalty interest,

overriding royalty interest, carried working interest, net
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proceeds interest, production payments, and ail other
interest or interests owned or carved out of the total gross
proceeds in wvalue or in kind of sueh the extracted
marketable petroleum or other mineral or crude o0il or
natural gas, except that any of the afoeresaid interests that
are owned by the federal, state, county, or municipal
governments shall be exempt £from taxation under this
chapter. Unless otherwise provided in a contract or lease,
the pro rata share of any royalty owner or owners will be
deducted from any settlements under said the lease or leases
or division of proceeds orders or other contracts.

{Subsection (1) {d) terminates on

occurrence of
contingency--sec. 7, Ch. 656, L. 1987.)"

NEW SECTION. Section 2. Extension of authority. Any
existing authority to make rules on the subject cf the
provisions of {this act] is extended to the provisions of
[this act].

NEW SECTION. Section 3. Effective date -— contingent
retroactive applicability. [This act] 1is effective on
passage and approval and if approved after April 1, 1989,
applies retroactively, within the meaning of 1-2-109, to
petroleum or other mineral or crude oil produced on or after
April 1, 1983,

~End-



STATE OF MONTANA - FISCAIL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for SB368, as_ introduced.

DESCRIPTION OF PROPOSED LEGISLATICN:

An act to extend the exemption of certain stripper wells from severance taxes; and providing an immediate effective
date and a contingent retroactive applicability date.

ASSUMPTIONS:

1. 0il Severance tax receipts are estimated to be $14,439,000 in FY90 and $13,836,0390 in FY91. (REAC)

2. 0il production is estimated to be 21,131,000 barrels in FY90 and 19,754,000 barrels in FY91. This is a
5.14% decline between FY89 and FY90, and a 6.527 decline between FY9Q and FYS1.{REAC)

3. Stripper oil production is estimated to follow the same decline as regular oil production. The Stripper

production is estimated to be 1,953,000 in FY89, 1,853,000 barrels in FY90 and 1,732,000 barrels in FYOl.

4. The price per barrel of oil is estimated to be $15.18 in FY90 and $15.59 in FY91.(REAC)

5, It is estimated that 15.6253%Z of the stripper oil production is taxed at the full 37 rate (excludes exempt
production). (REAC)

6. There is no impact on Department of Revenue expenditures.

FISCAL IMPACT: FY90 FY91l

Revenue Impact: Current Law Proposed Law Difference Current Law Proposed Law Difference

0il Severance Tax $14,439,000 $14,351,100 ($87,500) $13,836,000 $13,751,600 ($84,400)

Fund Information:

General Fund $14,439,000 $14,351,100 ($87,900) $13,836,000 $13,751,600 ($84,400)

. gef
DATE*’Z/Z/ 59 pate A~ 7
RAY /SHACKLEFORD, TRECTOR ' THOMAS F. KEATING, PRIMARY SPONSOR
QFFICE OF BUDGEY AND PROGRAM PLANNING
/ Fiscal Note for SB368, as introduced
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APPROVED BY COMMITTEE
ON TAXATION

BILL NO. &4

INTRODUCED BY <y

A BILL FOR AN ACT ENTITLED: "AN ACT TO EXTEND THE EXEMPTION
OF CERTAIN STRIPPER WELLS FROM SEVERANCE TAXES: AMENDING
SECTION 15-36-101; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE

AND A CONTINGENT RETROACTIVE APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-36-101, MCA, is amended to read:
"15-36-101. Definitions and rate of tax. (1) Every

person engaging in or carrying on the business of producing

petroleum, other mineral or crude 0il, or natural gas within
this state or engaging in or carrying on the business of
owning, controlling, managing, leasing, or operating within
this state any well or welis from which any merchantable or
marketable petroleum, other mineral or crude oil, or natural
gas is extracted or produced sufficient in quantity to
justify the marketing of the same must, except as provided
in 15-36-121, each year when engaged in or carrying on any
such business in this state pay to the department of revenue

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

severance tax computed at the following rates:

(a) except as provided in subsections (1l}(b), (1)(c),

and (1){(d), S%-of-the-tetai-grosa-value-of-ati-the-petroteum
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and--other-minerai-or-crude-cit-produced-by-such-person-frem
each-iease-or-unit-on-or-after-Aprii—-1;—-198t7--and--eap-—-or
before--March--317--19837-6%~of-che-totat-groas-vaiue-of-ail
the-petroteum-and-ether-minerat-or--crude--oi+i-—preduced--by
such--peraon-—-from--each--iease-or-nnit-on-or-after-Aprit—is
15837-and-on-sr-before-Mareh-317;-19857-and 5% of the total
gross value of all the petroleum and other mineral or crude
oil produced by such the person from each lease or unit
thereafter; but in determining the amount of auwem severance
tax there shall be excluded from consideration all petroleum
or other crude or mineral oil produced and used by sueh the
person during sueh  the year in connection with his
operations in prospecting for, developing, and producing
sueh the petroleum or crude or mineral oil;

(b} 2.65% of the total gross value of natural gas
produced from each lease or unit; but in determining the

amount of such severance tax there shall be excluded from

consideration all gas produced and used by sseh the person
during suech the vyear in connection with his operations in
prospecting for, developing, and producing sueh the gas or
petroleum or crude or mineral oil; and there shall alsc be
excluded from consideration all gas, including carbon
dioxide gas, recycled or reinjected into the ground;

{c) 2.5% of the total gross value of the incremental

petroleum and other mineral or crude oil produced from each

2o SECOND READING
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lease or unit in a tertiary recovery project after July 1,
1985. For purposes of this section, a tertiary recovery
project must meet the following reguirements:

(i) the project must be approved as a tertiary
recovery project by the department of revenue. Suehl The
approval may be extended only after notice and hearing in
accordance with Title 2, chapter 4.

{ii) the property to be affected by the project must be
adeguately delineated according to the specifications
required by the department; and

{iii) the project must involve the application of one
or more tertiary recovery methods that can reasonably be
expected to result in an 1increase, determined by the
department to be significant in light of all the facts and
circumstances, in the amount of crude o0il which may
potentially be recovered. For the purpose of this section,
tertiary recovery methods include but are not limited to:

(A} miscible fluid displacement;

(B) steam drive injection;

(C) micellar/emulsion flooding;

(D) in situ combustion;

(E) polymer augmented water flooding;

(F) cyclic steam injectlion;

(G) alkaline or caustic flooding;

(H) carben dioxide water fFlooding;
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(I) immiscible carbon dioxide displacement: or

(J} any other method approved by the department as a
tertiary recovery methoeds.

{(d) 3% of the total gross value of all the petroleum
and other mineral or crude oil, after the first 5 barrels,
produced by a stripper well, as defined in 15-36-121, that
produces more than 5 barrels a day during the period
beginning April 1, 3987 1989, and ending March 31, 1989
1991.

(2) For purposes of this section, the term
"incremental petroleum and other mineral or crude ©il" means
the amount of o0il, as determined by the department of
revenue, to be in excess of what would have been produced by
primary and secondary methods. The determination arrived at
by the department must be made only after notice and hearing
and shall specify through the i1ife of a tertiary project,
calendar year by calendar vear, the combined amount of
primary and secondary production that must be used to
establish the incremental production from each lease or unit
in a tertiary recovery proiject,

{3) Nothing in this part may be construed as requiring
laborers or employees hired or employed by any person to
drill any oil well or to work in or about any o¢il well or
prospect or explore for or do any work for the purpose of

developing any petroleum or other mineral or c¢rude oil to

-4-
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pay sueh the severance tax, nor may any work done or the
drilling of any a well or wells for the purpose of
prospecting or exploring for petroleum or other mineral or
crude oils or for the purpose of developing same them be
considered to be the engaging in or carrying on of any-such
the business. If, in the doing of any such work, in the
drilling of any oil well, or in such prospecting, exploring,
or develcpment work, any merchantable or marketable
petroleum or other mineral or crude oil in excess of the
quantity required by seueh the person for carrying on such

the cperation is produced sufficient in quantity to Jjustify

the marketing of the wsame petroleum or other mineral or

crude oil, sueh the work, drilling, prospecting, exploring,
or development work is considered to be the engaging in and

carrying on of sueh the business of producing petroleum or

other mineral or crude oil within this state within the

meaning of this section.

(4) Every person required to pay =suekh the severance

tax hereunder under this section shall pay the same tax in
full for his own account and for the account of each of the
other owner or owners of the gross proceeds in value or in
kind of all the marketable petroleum or other mineral or
crude oil or natural gas extracted and produced, including
owner or owners of working interest, royalty interest,

overriding royalty interest, carried working interest, net
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prtoceeds interest, production payments, and all other
interest or interests owned or carved out of the total gross
proceeds in wvalue or in kind of sueh the extracted
marketable petroleum or other mineral or crude o0il or
natural gas, except that any of the aferesaid interests that
are owned by the federal, state, county, or municipal
governments shall be exempt from taxation wunder this
chapter. Unless otherwise provided in a contract or lease,
the pro rata share of any royalty owner or owners will be
deducted from any settlements under sa*d the lease or leases
or division of proceeds orders or other contracts.
(Subsection (1)¢(4)

terminates on occurrence of

contingency—-—-sec. 7, Ch. 656, L. 1987.)"
NEW SECTION. Section 2. Extension of authority. Any
existing authority to make rules on the subject of the

provisions of {this act] is extended to the provisions of

[this act].
NEW SECTION. Section 3. Effective date —— contingent
retroactive applicability, [This act) 1is effective on

passage ang approval and if approved after april 1, 1989,
applies retroactively, within the meaning of 1-2-10%, to
petroleum or other mineral or crude oil produced on or after
April 1, 1989.

-End-
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A BILL FOR AN ACT ENTITLED: "AN ACT TO EXTEND THE EXEMPTION
OF CERTAIN STRIPPER WELLS FROM SEVERANCE TAXES; AMENDING
SECTION 15-36-1Q1; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE

AND A CONTINGENT RETROACTIVE APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:/
Section 1. Section 15-36-~101, MCA, is amended to read:
*15-36-101. Definitions and rate of tax. {1) Every

person engaging in or carrying on the business of producing

petroleum, other mineral or crude oil, or natural gas within
this state or engaging in or carrying on the business of
owning, controlling, managing, leasing, or operating within
this state any well or wells from which any merchantable or
marketable petroleum, other mineral or crude ©il, or natural
gas is extracted or produced sufficient in quantity to
justify the marketing of the same must, except as provided
in 15-36~121, each year when engaged in or carrying on any
such business in this state pay tc the department of revenue

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

severance tax computed at the following rates:

{a) except as provided in subsections (1}(b), (1)(c),

and (1)(4), S%-of-the-total-gross—valuve-of-all-the-petroteum
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and—-sther-minerai-or-crude-sii-produced-by-such-person-frem
each-iemse-cr-unit-en-or-after-Aprit—--i7--1987--and--oen--or
before--March-—-317—-1983s-6%-of-the-totat-gress-vatue-of-aiil
the-petroteum-and-othesr-mineral-er--crude--oit--preduced-—-by
such--person--fram—-each-—ltease-or-unie-en-or-after-Aprit-is;
19835 -and-on-or-before-Marer-31;-1985;-and 5% of the total
gross value of all the petroleum and other mineral or crude
0il produced by sueh the person from each lease or unit
thereafter; but in determining the amount of sueh severance
tax there shall be excluded from consideration all petroleum
or other crude or mineral il produced and used by sueh the
person during sueh the year in connection with his
operations in prospecting for, developing, and producing
such the petroleum or crude or mineral oil;

{b} 2.65% of the total gross value of natural gas
produced from each lease or unit: but in determining the
amount of suel severance tax there shall be excluded from
consideration all gas produced and used by sueh the person
during =uwch the year in connection with his operations in
prospecting for, developing, and producing suer the gas or
petroleum or crude or mineral oil; and there shall also be
exciuded from consideration all gas, including carbon
dioxide gas, recycled or reinjected into the ground;

(¢c) 2.5% of the total gross value of the incremental

petroleum and other mineral or crude oil produced from each

-2- THIRD READING
S8 368
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lease or unit in a tertiary recovery project after July 1.
1985. For purposes of this section, a tertiary recovery
project must meet the following requirements:

(i) the project must be approved as a tertiary
recovery project by the department of revenue. Such The
approval may be extended only after notice and hearing in
accordance with Title 2, chapter 4.

(ii) the property to be affected by the project must be
adeguately delineated according to the specifications
required by the department; and

(iii) the project must involve the application of one
or more tertiary recovery methods that can reasonably be
expected to result 1Iin an increase, determined by the
department to be significant in light of ali the facts and
circumstances, in the amount of crude o0il which may
patentially be recovered. For the purpose of this section,
tertiary recovery methods include but are not limited to:

(A) miscible fluid displacement;

(B) steam drive injection;

(C) micellar/emulsion flcoding;

(D} in situ combustion;

(E) polymer augmented water flooding;

(F) cyclic steam injection;

{G) alkaline or caustic flooding;

{H}) carbon dioxide water flooding;
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{I) immiscible carbon dioxide displacement; or

{J) any other method approved by the department as a
tertiary recovery methods,.

{d) 3% of the total gross value of all the petroleum
and other mineral or crude cil, after the first 5 barrels,
produced by a stripper well, as defined in 15-36-121, that
produces more than 5 barrels a day during the period
beginning April 1, *98% 1989, and ending March 31, 1985
1991.

{2) For purposes of this section, the term
“jincremental petrcleum and other mineral or crude ©il” means
the amount of o©il, as determined by the department of
revenue, to be in excess of what would have been produced by
primary and secondary methods. The determination arrived at
by the department must be made only after notice and hearing
and shall specify through the life of a tertiary project,
calendar year by calendar year, the combined amount of
primary and secondary production that must be used to
establish the incremental producticn from each lease or unit
in a tertiary recovery project,

{3) Nothing in this part may be construed as requiring
laborers or employees hired or employed by any person to
drill any oil well or to work in or about any oil well or
prospect or explore for or do any work for the purpose of

developing any petroleum or other mineral or crude cil to

-4-
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pay =such the severance tax, nor may any work done or the
drilling of any a well or wells for the purpose of
prospecting or exploring for petroleum ar other mineral or
crude oils or for the purpose of developing same them be
considered to be the engaging in or carrying on of any-suen
the business. If, in the doing of any sueh work, in the
driiling of any oil well, or in sueh prospecting, exploring,
or development work, any merchantable or marketable
petroleum or other mineral or crude oil in excess of the
quantity redquired by =uer the person for carrying on suech
the operation is produced sufficient in quantity to justify

the marketing of the same petroleum or other mineral or

crude o0il, such the work, drilling, prospecting, exploring,
or development work is considered to be the engaging in and

carrying on of sueh the business of producing petrsleum or

other mineral or crude oil within this state within the

meaning of this section.
{4) Every person required to pay sueh the severance

tax hereunder under this section shall pay the same tax in

full for his own account and for the account of each of the
other owner or owners of the gross proceeds in value or in
kind of all the marketable petroleum or other mineral ot
crude oil or natural gas extracted and produced, including
owner or owners of working interest, royalty interest,

overriding royalty interest, carried working interest, net
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proceeds interest, production payments, and all other
interest or interests owned or carved out of the total gross
proceeds in wvalue or in kind of sueh the extracted
marketable petroleum or o¢other mineral or c¢rude oil or
natural gas, except that any of the aferesatd interests that
are owned by the federal, state, county, or municipal
governments shall be exempt £from taxation under this
chapter. Unless otherwise provided in a contract or lease,
the pro rata share of any royalty owner or owners will be
deducted from any settlements under aatd the lease or leases
or division of proceeds orders or other contracts.
{Subsection (1) (d)

terminates on occurrence of

contingency--sec. 7, Ch. 656, L. 1987.}"

NEW SECTION. Section 2. Extension of authority. Any
existing authority to make rules on the subject of the
provisions of [this act] is extended to the provisions of
{this act].

NEW SECTION. Section 3. Effective date -- contingent
retroactive applicability. [This act] is effective on
passage and approval and if approved after April 1, 1989,
applies retrcactively, within the meaning of 1-2-109, to
petroleum or other mineral or crude oil produced on or after

April 1, 1989.

-End-
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SENATE BILL NQ. 368
INTRODUCED BY KEATING, GILBERT, GAGE, IVERSON,

GUTHRIE, HAYNE, KNAPP

A BILL FOR AN ACT ENTITLED: "AN ACT TO EXTEND THE EXEMPTION
OF CERTAIN STRIPPER WELLS FROM SEVERANCE TAXES; AMENDING
SECTION 15-36-101; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE

AND A CONTINGENT RETRCACTIVE APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-36-101, MCA, is amended to read:
*15-36-101. Definitions and rate of tax. {1l) Every

person engaging in or carrying on the business of producing

petroleum, other mineral or crude ©il, or natural gas within
this state or engaging in or carrying on the business of
owning, controlling, managing, leasing, or operating within
this state any well or wells from which any merchantable or
marketable petroleum, other mineral or crude oil, or natural
gas is extracted or produced sufficient in guantity to
justify the marketing of the same must, except as provided
in 15-36-121, each year when engaged in or carrying on any
such business in this state pay to the department of revenue

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

severance tax computed at the following rates:

{a) except as provided in subsections (l)(b), (l)tc},
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and (1){d), 5%-of-the-tetai-groas-vatue-of-ati-the-petroteum
and--sther-minerat-er-crude-oii-produced-by-such-person-from
each-tease-or-dnit-on-or-after-Aprili-—-1;--198i+--and--on--aor
before--Mareh-—317--2983+-6%-0f-the-totat-greas-vatue-of-ait
the-petroteum-and-echer-minerat-or--crude--oil-—-produced--by
such--persen--from—-each--icase-or-untt-on-or-after-Aprit-15
¥9837-and-on-sr-befara-March-317-1985+-and 5% of the total
gross value of all the petroleum and other mineral or crude
0il produced by saeh the persen from each lease or unit
thereafter; but in determining the amount of s=zeh soverance
tax there shall be excluded from consideration all petroleum
or other crude or mineral oil produced and used by smch the
person during such the vyear in connection wizth his
operations in prospecting for, developing, and producing
such the petroleum or crude or mineral oil;

(b) 2.65% of the toral gross wvalue of natural gas
produced from each lease or unit; but in determining the
amount of such severance tax there shal! be excluded from
consideration all gas produced and used by sz2eh the person
during seuch the vyear in connection with his operations in
prospecting for, develeoping, and producing sueh the gas or
petroleum or crude or mineral cil; and there shall also be
excluded from consideration all gas, including carbon
dioxide gas, recycled or reinjected into the ground:

{e} 2.5% o©f the total gross value of the incremental

-2 SB 368
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petroleum and other mineral or crude oil produced from each
lease or unit in a tertiary recovery project after July 1,
1985. For purposes of this section, a tertiary recovery
project must meet the following requirements:

(i) the project must be approved as a tertiary
recovery project by the department of revenue. Suech The
approval may be extended only after notice and hearing in
accardance with Title 2, chapter 4.

(ii) the property to be affected by the project must be
adequately delineated according to the specifications
required by the department; and

{i11) the project must involve the application of one
or more tertiary recovery methods that can reasonably be
expected to result in an increase, determined by the
department to be significant in light of all the facts and
circumstances, in the amount of crude o0il which may
potentially be recovered. For the purpose of this section,
tertiary recovery methods include but are not limited to:

(A) miscible fluid displacement;

{B) steam drive injection;

{C) micellar/emulsion flcooding;

(D} in situ combustion;

(E) polymer augmented water flooding;

[F} cyclic steam injection;

{G) alkaline or caustic flooding:

-3- SB 368
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(H) carbon dioxide water flooding;

(I) immiscible carbon dioxide displacement; or

{J) any other method approved by the department as a
tertiary recovery methods.

{d) 3% of the total gross value of all the petroleum
and other mineral or crude o0il, after the first 5 barrels,
produced by a stripper well, as defined in 15-26~121, tnat
produces more than 5 barrels a day during the period
beginning April 1, 3983 1989, and ending March 31, %989
1991.

(2} For purpases of this section, “he term
"incremental petroleum and other mineral or crud 2il" means
the amount of o0il, as determined by the department ot
revenue, to be in excess of what would have been produced by
primary and secondary methods. The determination arrived at
by the department must be made only after not.ce and hearing
and shall specify through the life of a tertiary project,
calendar year by calendar year, the combined amount of
primary and secondary production that must be used to
establish the incremental production from each lease or unit
in a tertiary recovery project.

(3) Nothing in this part may be conslrued as requiring
laborers or employees hired or employed by any person to
drill any oil well or to work in or about any oil well or

prospect or explore Efor or do any work lor the purpose of

-4~ SB 368
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developing any petroleum or other mineral or crude oil to
pay such the severance tax, nor may sny work done or the
drilling of any a well or wells for the purpose of
prospecting or exploring for petroleum or other mineral or
crude oils or for the purpose of developing same them be
considered to be the engaging in or garrying on of many-suchk
the business. If, in the doing of any sweh work, in the
drilling of any oil well, or in such prospecting, exploring,
or development work, any merchantable or marketable
petroleum or other mineral or crude oil in excess of the
quantity required by =aueh the person for carrying on such
the operation is produced sufficient in gquantity to justify

the marketing of the same petrocieum or other mineral or

crude ©il, sueh the work, drilling, prospecting, exploring,
or development work is considered ta be the engaging in and

carrying on of suweh the business of producing petroleum or

other mineral or crude 0il within this state within the

meaning of this section.

(4) Every person required to pay =uch the severance

tax hereander wunder this section shall pay the same tax in

full for his own account and for the account of each of the
other owner or owners of the gross proceeds in value or in
kind of all the marketable petroleum or other mineral or
crude cil or natural gas extracted and produced, including

owner or owners of wWorking interest, royalty linterest,
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overriding royalty interest, carried working interest, net
proceeds 1interest, production payments, and all other
interest or interests owned or carved out of the total gross
proceeds in wvalue or in kind of sueh the extracted
marketable petroleum or other mineral or crude c¢il or

natural gas, except that any of the afsreszaid interests that

are cowned by the federal, state, county, or municipal
governments shall be exempt from taxation under this
chapter. Unless otherwise provided in a contract cc¢ lease,

the pro rata share of any rovalty owner ar cwiers will be
deducted from any settlements under aaid the lease or leases
or division of proceeds orders or other contracts.
{Subsection (Iy{dy

terminates on Sccurrence of

contingency--sec, 7, Ch, 6%6, L. 1987.)"

NEW SECTION. Section 2. Extension of autharity. Any

existing authority to make rules on the subject of the

provisions of {this act} is extended to the provisions of

[this act].
NEW SECTICN. Section 3. Effective date —- contingent
retroactive applicability. ([This act] is effective cn

passage and approval and if approved after April 1, 1989,
applies retrcactively, within the meaning of 1-2-109, to
petroleum or cther mineral or crude oil produced on or after
April 1, 1989.

-Engd-
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