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k.BILLNO.~ 
. ' 

INTRODUCED BY -::~';• 

A BILL FOR AN ACT ENTITLED: "AN ACT EXEMPTING STRIPPER OIL 

PRODUCTION FROM THE STATE SEVERANCE TAX IF THE AVERAGE PRICE 

PER BARREL OF OIL RECEIVED DURING A CALENDAR QUARTER IS LESS 

THAN $25; AMENDING SECTIONS 15-36-101 AND 15-36-121, MCA; 

AND PROVIDING AN EFFECTIVE DATE AND AN APPLICABILITY DATE." 

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

Section 1. Section 15-36-101, MCA, is amended to read: 

•1~-36-101. Definitions and rate of tax state 

severance tax local government severance taz 

assessment of nonworking interest owner ezeaption. ( 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 shall, except 

as provided in 15-36-121, each year when engaged in or 

carrying on the business in this state pay to the department 

of revenue a state severance tax for the exclusive use and 

benefit of the state of Montana plus a local government 
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severance tax in lieu of a tax on net proceeds for the 

exclusive use and benefit of local government. Except as 

provided in subsection (3), the state severance tax and the 

local government severance tax are as follows: 

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

and (l)(d), a 5\ state severance tax on the gross taxable 

value of all the petroleum and other mineral or crude oil 

produced by the person, plus the local government severance 

tax of 8. 4\ on the gross taxabl·e value, as defined in 

subsection (6)(a)(ii), of all the petroleum and other 

mineral or crude oil produced by the person other than new 

production, from each lease or unit; but in determining the 

amount of the state severance tax and local government 

severance tax, there must be excluded from consideration all 

petroleum or other crude or mineral oil produced and used by 

the person during the year in connection with h¼s operations 

in prospecting for, developing, and producing the petroleum 

or crude or mineral oil; 

(bl a 2.65\ state severance tax on the gross taxable 

value of all natural gas produced by the person, plus the 

local government severance tax of 15.251 on the gross 

taxable value, as defined in subsection (6)(a)(ii), of all 

natural gas produced by the person other than new 

production, from each lease or unit; but in determining the 

amount of the state severance tax and the local government 

-2-
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severance tax, there must be excluded from consideration all 

gas produced and used by the person during the year in 

connection with his operations in prospecting for, 

developing, and producing the gas or petro_leurn or crude or 

mineral oil; and there must also be excluded from 

consideration all gas, including carbon dioxide gas, 

recycled or reinjected into the ground; 

(CJ a 2.5\ state severance tax on the gross taxable 

value of the incremental petroleum and other mineral or 

crude oil produced by the person, plus the local government 

severance tax of 5% on the gross taxable value, as defined 

in subsection (6)(a)(ii), of the incremental petroleum and 

other mineral or crude oil produced by the person other than 

new production, from each lease or unit in a tertiary 

recovery project after July l, 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 board of oil and gas conservation. 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 according to 

required by the board; and 

the specifications 

(iii} the project must involve the application of one or 
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more tertiary recovery methods that can reasonably be 

expected to result in an increase, determined by the board 

to be significant in light of all the facts and 

circumstances, in the amount of crude oil which may 

potentially be recovered. For purposes 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 injection; 

(G) alkaline or caustic flooding; 

(H) carbon dioxide water flooding; 

(I) immiscible carbon dioxide displacement; or 

(J) any other method approved by the department as a 

tertiary recovery method. 

(d) except as provided in 15-36-121, a 5% local 

government severance tax on the gross taxable value, as 

defined in subsection (6)(a)(ii), of all petroleum and other 

mineral or crude oil produced by the person other than new 

production prodttced--by from a stripper well, as defined in 

subsection (7). 

(2) For purposes of this section, the term "incremental 

petroleum and other mineral or crude oil" means the amount 

-4-
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of oil, as detecmined by the board, to be in excess of what 

would have been produced by primary and secondary methods. 

The determination arrived at by the board 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 production from 

each lease or unit in a tertiary recovery project. 

(3) (a} A local government severance tax is imposed on 

the gross value paid in cash or apportioned in kind to a 

nonworking interest owner by the operator or producer of 

extracted marketable petroleum, other mineral or crude oil, 

or natural gas subject to local government severance taxes 

imposed under this chapter. The local government severance 

tax on nonworking interest owners is computed at the 

following rates: 

(i) 12,5\ on the gross value paid in cash or 

apportioned in kind to a nonworking interest owner by the 

operator or producer of extracted marketable petroleum and 

other mineral or crude oil; 

(ii) 15.251 on the gross value paid in cash or 

apportioned in kind to a nonworking interest owner by the 

operator or producer of extracted or marketable natural gas. 

(bl The amounts paid or apportioned in kind to 

nonworking interest owners are exempt from the local 
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government severance taxes imposed under 15-36-121(2) and 

under subsections (l)(a) through (l)(d) of this section. 

(4) No~hing-in-this This part may not be construed as 

requiring laborers or employees hired or employed by any 

person to drill any oil or natural gas well or to work in or 

about any oil or natural gas well or prospect or explore for 

or do any work for the purpose of developing any petroleum, 

other mineral or crude oil, or natural gas to pay the 

severance tax, nor may work done or the drilling of a well 

or wells for the purpose of prospecting or exploring for 

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

the purpose of developing them be considered to be the 

engaging in or carrying on of the business. If, in the doing 

of any work, in the drilling of any oil or natural gas well, 

or in prospecting, exploring, or development work, any 

merchantable or marketable petroleum, other mineral or crude 

oil, or natural gas in excess of the quantity required by 

the person for carrying on the operation is produced 

sufficient in quantity to justify the marketing of the 

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

work, drilling, prospecting, exploring, or development work 

is considered to be the engaging in and carrying on of the 

business of producing petroleum, other mineral or crude oil, 

or natural gas within this state within the meaning of this 

section. 
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(5} Every person required to pay the state or local 

government severance tax under this section shall pay the 

tax in full for hi~ the person's 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 proceeds interest, production 

payments, and all other interest or interests owned or 

carved out of the total gross proceeds in value or in kind 

of the extracted marketable petroleum or other mineral or 

crude oil or natural gas, except that any of the interests 

that are owned by the federal, state, county, or municipal 

governments are 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 the lease or leases or division 

of proceeds orders or other contracts. 

( 6) For purposes of this section, the following 

definitions apply: 

(a) (iJ "Gross taxable valueN, for the purpose of 

computing the state severance tax, means the gross value of 

the product as determined in 15-36-103. 

(ii) •Gross taxable valueN, for the purpose of computing 
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the local government severance tax, means the gross value of 

the product as determined in 15-36-103 less the gross value 

paid in cash or apportioned in kind to a nonworking interest 

owner by the operator or producer of extracted marketable 

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

( b) NNonworking interest owner" means any interest 

owner who does not share in the development and operation 

costs of the lease or unit. 

(7) For the purposes of this section, 11 stripper well" 

means a well that produces less than 10 barrels a day, 

determined by dividing the amount of production from a lease 

or unitized area for the year prior to the current calendar 

year by the number of producing wells in the lease or 

unitized area and by dividing the resulting quotient by 

365." 

Section 2. Section 15-36-121, MCA, is amended to read: 

"15-36-121. E>:emption from state severance tax 

iaposition of local governaent severance tax. (1) It is the 

Public policy of this state to promote a sufficient supply 

of natural gas to provide for the residents of this state, 

to lessen Montana 1 s dependence on imported natural gas, and 

to encourage the exploration for and development and 

production of natural gas, petroleum, and other mineral and 

crude oil within the state. 

(2) All the natural gas produced from any well that has 
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produced 60,000 cubic feet or less of natural gas a day for 

the calendar year prior to the current year sha¼l must be 

taxed as provided in this section. Production must be 

determined by dividing the amount of production from a lease 

or unitized area for the year prior to the current calendar 

year by the number of producing wells in the lease or 

unitized area and by dividing the resulting quotient by 365. 

The first 30,000 cubic feet of average daily production per 

well is exempt from all of the state severance tax imposed 

by 15-36-101. The first 30,000 cubic feet of average daily 

production per well is subject to a local government 

severance tax of 10\ on the gross taxable value, as defined 

in 15-J6-101(6)(a)(ii), Everything over 30,000 cubic feet of 

gas produced is taxed at 1.591 on the gross taxable value 

for the state severance tax plus a local government 

16 severance tax of 101 on the gross taxable value, as defined 

17 

18 

19 

20 

21 

22 

in 15-36-101(6)(a)(ii), 

(3) (a) All petroleum and other mineral or crude oil 

produced by a stripper well is exempt from the state 

severance tax imposed by 15-36-lOl(l)(d), but not from the 

local government severance tax, if the average price per 

barrel received during a quarter from production occurring 

23 on a lease or unitized area located in this state is less 

24 

25 

than $25 per barrel. 

(b) The average price per barrel must be computed by 
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dividing the total gross value of product received from all 

petroleum and other mineral or crude oil sold in the quarter 

from the lease or unitized area in which stripper production 

occurs by the number of barrels sold in the quarter from the 

lease or unitized area in which stripper production occurs. 

t3till Notwithstanding the provisions of subsection 

subsections (2) and (3), all reporting requirements under 

the state severance tax remain in effect." 

NEW SECTION. Section 3. Effective date 

applicability. [This act] is effective July 1, 1993, and 

applies to all oil produced during the quarters beginning on 

or after July 1, 1993. 

-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 HB0322. as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act exempting stripper oil production from the state severance tax if the average price per barrel of oil received during 
a calendar quarter is less than $25; and providing an effective date and an applicability date. 

ASSUMPTIONS: 
1. Oil severance tax collections will be $15,160,000 in FY94 and $15,328,000 in FY95 (ROC). 
2. Montana oil price per barrel will be $16.82 in FY94 and $16.32 in FY95 (ROC). 
3. "Stripper" oil production is approximately 10.8lt of total oil production for severance tax purposes (MOOR). 
4. Revenue attributable to a particular fiscal year that is received within 60 days of the close of that fiscal year is 

accrued as a receipt of that fiscal year (MOOR). 

FISCAL IMPACT: 

Expenditures· 
Given the oil price assumptions for the biennium, there are no Department of Revenue expenditures under the proposed 
legislation. However, should the price of oil approach $25 per barrel, the department would incur administrative expense in 
order to monitor taxpayer compliance with the conditions for tax exemption contained in the proposed legislation. 

Revenues· 

Oil Severance Tax 

Net Impact; 

General Fund 

~ ~ 

Current Law 
15,160,000 

15,160,000 

/·2{,93 
DAVID LEWIS, BUDGET DIRECTOR DATE 
Office of Budget and Program Planning 

FY '94 
Proposed Law 

13,520,000 

13,520,000 

Difference 
(1,640,000) 

(1,640,000) 

current Law 
15,328,000 

15,328,000 

FY '95 
Proposed Law 

13,670,000 

13,670,000 

', 

~ 
-SPONSOR 

Difference 
(1,658,000) 

(1,658,000) 

- .,A 7- :77 
DATE/ 

HB0322, as introduced 

H/3 JJ.J. 



53rd Le_gislature BB 0322/02 

APPROVED BY COMMITTEE 
ON TAXATION 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

BOUSE BILL NO. 322 

INTRODUCED BY FELAND 

A BILL FOR AN ACT ENTITLED: '"AN ACT EXEMPTING THE FIRST 

THREE BARRELS A DAY OF STRIPPER OIL PRODUCTION FROJI THE 

STATE SEVERANCE TAX fP-~HB-AVBRA6B-PRfeB-PBR-BARRBh--8P--0¼h 

RBeBfVB9--98RfH6--A--eAhBN9AR--eBAR~BR--fS--hBSS--'l'BAN--$iS; 

AMENDING SECTIONS 15-36-101 AND 15-36-121, MCA; AND 

PROVIDING AN EFFECTIVE DATE AND AN 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 taz state 

severance taz local governaent severance taz 

asses&11ent of non110rking interest owner ezeaption. (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 shall, except 

as provided in 15-36-121, each year when engaged in or 

carrying on the business in this state pay to the department 

of revenue a state severance tax for the exclusive use and 

~·-ca.d 
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benefit of the state of Montana plus a local government 

severance tax in lieu of a tax on net proceeds for the 

exclusive use and benefit of local government. Except as 

provided in subsection (3), the state severance tax and the 

local government severance tax are as follows: 

(a) except as provided in 15-36-121 AND IN subsections 

(l)(b), (l)(c), and (l)(d) OF THIS SECTION, a 5\ state 

severance tax on the gross taxable value of all the 

petroleum and other mineral or crude oil produced by the 

person, plus the local government severance tax of 8.41 on 

the gross taxable value, as defined in subsection 

(6)(a)(il), of all the petroleum and other mineral or crude 

oil produced by the person other than new production, from 

each lease or unit; but in determining the amount of the 

state severance tax and local government severance tax, 

there must be excluded from consideration all petroleum or 

other crude or mineral oil produced and used by the person 

during the year in connection with h¼s operations in 

prospecting for, developing, and producing the petroleum or 

crude or mineral oil; 

(b) a 2.65\ state severance tax on the gross taxable 

value of all natural gas produced by the person, plus the 

local government severance tax of 15.251 on the gr·oss 

taxable value, as defined in subsection (6)(a)(iiJ, of all 

natural gas produced by the person other than new 

-2- HB 322 
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production, from each lease or unit; but in determining the 

aJOOUnt of the state severance tax and the local government 

severance tax, there must be excluded from consideration all 

gas produced and used by 

connection with his 

the person during the year in 

operations in prospecting for, 

developing. and producing the gas or petroleum or crude or 

mineral oil; and there must also be excluded from 

consideration all gas, including carbon dioxide gas, 

recycled or reinjected into the ground; 

(C) a 2.51 state severance tax on the gross taxable 

value of the increaental petroleum and other mineral or 

crude oil produced by the person, plus the local goverruoent 

severance tax of SI on the gross taxable value, as defined 

in subsection (6)(a)(ii), of the incremental petroleum and 

other ■ineral or crude oil produced by the person other than 

new production, 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 board of oil and gas conservation. 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 according to the specifications 

-3- HB 322 
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required by the board; and 

(iii) 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 board 

to be significant in light of all the facts and 

circWDstances, in the amount of crude oil which may 

potentially be recovered. For purposes of this section, 

tertiary recovery methods include but are not limited to: 

(Al miscible fluid displacement; 

(B) steam drive injection; 

(C) micellar/emulsion flooding; 

(0) in situ combustion; 

(E) polymer augmented water flooding; 

(Fl cyclic steam injection; 

(G) alkaline or caustic flooding; 

(B) carbon dioxide water flooding; 

(I) i-iscible carbon dioxide displacement; or 

(J) any other method approved by the department as a 

tertiary recovery method. 

(d) exeept---as--preTided--in--iS-36-iiiz a SI local 

government severance tax on the gross taxable value, as 

defined in subsection (6)(a)(ii), of all petroleum and other 

mineral or crude oil produced by the person other than new 

production predaeed-by !.!2!!! a stripper well, as defined in 

subsection (7). 
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(2) For purposes of this section, the term "incremental 

petroleum and other mineral or crude oil• means the amount 

of oil, as determined by the board, to be in excess of what 

would have been produced by primary and secondary methods. 

The determination arrived at by the board 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 production from 

each lease or unit in a tertiary recovery project. 

(3) (a) A local government severance tax is imposed on 

the gross value paid in cash or apportioned in kind to a 

nonworking interest owner by the operator or producer of 

extracted marketable petroleum, other mineral or crude oil, 

or natural gas subject to local government severance taxes 

imposed under this chapter. The local government severance 

tax on nonworking interest owners is computed at the 

following rates: 

(i) 12.51 on the gross value paid 

apportioned in kin_d to a nonworking interest 

in 

owner 

cash 

by 

or 

the 

operator or producer of extracted marketable petroleum and 

other mineral or crude oil; 

(ii) 15.251 on the gross value paid in cash or 

apportioned in kind to a nonworking interest owner by the 

operator or producer of extracted or marketable natural gas. 
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(b) The amounts paid or apportioned in kind to 

nonworking interest owners are exempt from the local 

government severance taxes imposed under 15-36-121(2) 

under subsections (l)(a) through (l)(d) of this section. 

and 

(4) Nothin9--¼n--this This part may not be construed as 

requiring laborers or employees hired or employed by any 

person to drill any oil or natural gas well or to work in or 

about any oil or natural gas well or prospect or explore for 

or do any work for the purpose of developing any petroleum, 

other mineral or crude oil, or natural gas to pay the 

severance tax, nor may work done or the drilling of a well 

or wells for the purpose of prospecting or exploring for 

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

the purpose of developing them be considered to be the 

engaging in or carrying on of the business. If, in the doing 

of any work, in the drilling of any oil or natural gas well, 

or in prospecting, exploring, or development work, any 

merchantable or marketable petroleum, other mineral or crude 

oil, 

the 

or natural 

person for 

gas in excess of the quantity required by 

carrying on the operation is produced 

sufficient in quantity to justify the marketing of the 

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

work, drilling, prospecting, exploring, or development work 

is considered to be the engaging in and carrying on of the 

business of producing petroleum, other mineral or crude oil, 

-6- HB 322 
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or natural gas within this state within the ~eaning of this 

section. 

(5) Every person required to pay the state or local 

government severance tax under this section shall pay the 

tax in full for his the person's 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 petrol.eum 

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 proceeds interest, production 

payments, and all other interest or interests owned or 

carved out of the total gross proceeds in value or in kind 

of the extracted -rketable petroleum or other mineral or 

crude oil or natural gas, except that any of the interests 

that are owned by the federal, state, county, or municipal 

governments are 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 the lease or leases or division 

of proceeds orders or other contracts. 

(6) For purposes of this section, the following 

definitions apply: 

(a) (i) "Gross taxable value•, for the purpose of 

computing the state severance tax, means the gross value of 
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the product as determined in 15-36-103. 

(ii) "Gross taxable value•, for the purpose of computing 

the local government severance tax, means the gross value of 

the product as determined in 15-36-103 less the gross value 

paid in cash or apportioned in kind to a nonworking interest 

owner by the operator or producer of extracted marketable 

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

(bl "Nonworking interest owner• means any interest 

owner who does not share in the development and operation 

coats of the lease or unit. 

(7) For the purpoaes of this section, •stripper well" 

means a well that produces less than 10 barrels a day, 

determined by dividing the amount of production from a lease 

or unitized area for the year prior to the current calendar 

year by the number of producing wells in the lease or 

unitized area and by dividing the resulting quotient by 

365." 

Section 2. Section 15-36-121, MCA, is amended to read: 

"15-36-121. Bzeaption froa state severance tax 

imposition of local government severance tax. 11) It is the 

public policy of this state to promote a sufficient supply 

of natural gas to provide for the residents of this state, 

to lessen Montana's dependence on imported natural gas, 

to encourage the exploration for and development 

production of natural 9as, petroleum, and other mineral 

and 

and 

and 
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crude oil within the state. 

(2) All the natural gas produced from any well that has 

produced 60,000 cubic feet or less of natural gas a day for 

the calendar year prior to the current year ahaii ~ be 

taxed as provided in this section. Production must be 

determined by dividing the amount of production from a lease 

or unitized area for the year prior to the current calendar 

year by the number of producing wells in the lease or 

unitized area and by dividing the resulting quotient by 365. 

The first 30,000 cubic feet of average daily production per 

well is ezempt from all of the state severance tax imposed 

by 15-36-101. The first 30,000 cubic feet of average daily 

production per well is subject to a local governaent 

severance tax of 10\ on the gross taxable value, as defined 

in 15-36-101(6)(a)(ii). Everything over 30,000 cubic feet of 

16 gas produced is tazed at 1.59\ on the gross taxable value 

17 

18 

19 

20 

for the state severance taz plus a local government 

severance tax of 101 on the gross taxable value, as defined 

in 15-36-101(6)(a)(ii). 

ill t•t-Aii THE FIRST 3 BARRELS A DAY OF :£!!!.troleum and 

21 other mineral or crude oil produced by a stripper well *• 
22 ARE exempt from the state severance tax imposed by 

23 15-36-l0ltittdt, but not from the local government severance 

24 taxz-¼E-the-a•erage--pr¼ee--per--barre¼--reee¼•ed--dar¼ng--a 

25 par~er--£rom--prod~et¼en--oeearrin9--~n-a-¼eaae-er-~nitized 
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area-ioeated-¼n-th¼a-atate-¼a-ieaa-than-9~5-per-l>arreiT 

tbt--~he-a•erage-P!'¼ee-per-barrei-aaat--l>e--e-p,oted--by 

d¼•¼ding--the-totai-groas-•aiae-of-prodaet-reee¼•ed-Er--aii 

petroieaa-and-other-a¼nerai-or-erade-o¼i-aoid-¼n-the-gaarter 

Er--the-iease-er-an¼t¼•ed-area-¼n-wh¼eh-atr¼pper-prodaet¼on 

-eara-by-the-naaber-of-barreis-aeid-¼n-the--gaarter-Er--the 

ieaae-er-an¼t¼ted-area-¼n-wh¼eh-atr¼pper-wodaet¼on--enra. 

t~till Notwithstanding the provisions of aabaeet¼on 

subsections (2) and (3), all reporting requireaents under 

the state severance tax remain in effect." 

NEW SEC"rION. Section 3. Bffective date 

applicability. [This act) is effective July l, 1993, and 

applies to all oil produced during the quarters beginning on 

or after July 1, 1993. 

-End-
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BOOSE BILL 110, 322 

INTRODOCED BY FELAND 

A BILL FOR AN AC'l' ENTITLED: "All AC'l' EXEMP'l'ING THE FIRS'l' 

THREE BARRELS A DAY OF S'l'RIPPEII OIL PRODUC'l'ION FROII 'l'HE 

S'l'A'l'E SEVERANCE TAX tP-~HB-A¥BRA6B-PRteB-PIIR-BAIIRBl,--8P---Mb 

RBeBtYBB--BURfll6--A--t!AbBNIHIR---o11AHBR--fS--DIISS--fllAll--$~5; 

AMENDING SECTIONS 15-36-101 AND 1S-36-121, IICAJ AND 

PROVIDING All EFFECTIVE DATE AND AN APPLICABILITY DA.TE,• 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OP JIOIITAIIA: 

Section 1. Section 1S-36-101, MCA, is amended to read: 

"15-36-101. Definitiona and rate of t4I state 

severance tu: local. governaent severance t4I 

a.aaes-nt of IIODWOrking intereat -r -- eae11ption. (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, aanaging, leasing, or 

operating within this state any well or wells fraa which any 

merchantable or marketable petroleum, other mineral or crude 

oil, or natural gas is extracted or produced shall, except 

as provided in 1S-36-121, each year when engaged in or 

carrying on the business in this state pay to the department 

of revenue a state severance tax for the exclusive use and 

~--
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benefit of the state of Montana plus a local gover-nt 

severance tax in lieu of a tax on net proceeda for the 

exclusive use and benefit of local government. Except as 

provided in subsection (3), the state severance tax and the 

local government severance tax are as follows: 

(a) except aa provided in 15-36-121 AND IN subsections 

(l)(b), (l)(c), and (l)(d) OF THIS SECTIOII, a 51 state 

severance taa on the gross taxable value of all the 

petroleum and other mineral or crude oil produced by the 

person, plus the local government severance tax of 8,41 on 

the gross taxable value, as defined in subsection 

(6)(a)(ii), of all the petroleum and other ■ineral or crude 

oil produced by the person other than new production, froa 

each lease or unit; but in deter■ining the .aaount of the 

state severance tax and local governaent severance tax, 

there auat be excluded fraa consideration all petroleu■ or 

other crude or ■ineral oil produced and used by the person 

during the year in connection with bis operations in 

prospecting for, developing, and producing the petroleu■ or 

crude or ■ineral oil; 

(b) a 2.651 state severance tax on the gross taxable 

value of all natural gas produced by the person, plus the 

local govern■ent severance tax of 15.251 on the gr-oaa 

taxable value, as defined in subsection (6)(a)(ii), of all 

natural gas produced by the person other than new 

-2- BB 322 
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production, fr011 each lease or unit; but in deter■ining the 

aaount of the state aeverance tax and the local governaent 

severance tax, there ■ust be excluded fro■ consideration all 

gas produced and used by the perBOn during the year in 

connection with h¼s operations in prospecting for, 

developing, and producing the gas or petroleum or crude or 

■ineral oil; and there must also be excluded fro■ 

consideration all gas, including carbon 

recycled or reinjected into the ground; 

dioxide gas, 

(c) a 2.5\ state severance tax on the gross taxable 

value of the incre■ental petroleu■ and other ■ineral or 

crude oil produced by the person, plus the local govern■ent 

severance tax of 5\ on the gross taxable value, as defined 

in subsection (6)(a)(ii), of the incremental petroleu■ and 

other ■ineral or crude oil produced by the person other than 

new production, fro■ each lease or. unit in a tertiary 

recovery project after July 1, 1985 .• For purposes of this 

section, a tertiary recovery project ■ust ■eet the following 

require■ents: 

(i) the project ■uat be approved as a tertiary recovery 

project by the board of oil and gas conservation. The 

approval -y be extended only after notice and hearing in 

accordance with Title 2, chapter t. 

(ii) the property to be affected by the project ■ust be 

adequately delineated according to the specifications 
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required by the board; and 

(iii) the project ■ust involve the application of one or 

■ore tertiary recovery -thoda that can reasonably be 

expected to result in an increase, deter■ined by the board 

to be significant in light of all the facts and 

circu■atances, in the aaount of crude oil which -y 

potentially be recovered. Por purposes of this section, 

tertiary recovery -thods include but are not limited to: 

(A) miscible fluid displace■ent; 

(B) atea■ drive injection; 

(C) micellar/eaulaion flooding; 

(D) in situ co■bustion; 

(B) polyaer aug■ented water flooding; 

(Fl cyclic ate- injection; 

(GI alkaline or caustic flooding; 

(B) carbon dioxide water flooding; 

(I) i-iscible carbon dioxide displacement; or 

(J) any other -thod approved by the department as a 

tertiary recovery -thod. 

(d) exeept:---aa---pt!'a•¼ded--in--¼S-36-¼~¼z a 5\ local 

govern■ent severance tax on the gross taxable value, as 

defined in subsection (6)(a)(ii), of all petroleu■ and other 

■ineral or crude oil produced by the person other than new 

production pradaeed-by fro■ a stripper well, as defined in 

subsection (7). 
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12) For purposes of this section, the tera •tncreaental 

petroleua and other mineral or crude oil• -ans the aaount 

of oil, as determined by the board, to be in excess of what 

would have been produced by primary and secondary -thods. 

The deteraination arrived at by the board ■ust be aade only 

after notice and hearing and shall specify through the life 

of a tertiary project, calendar year by calendar year, the 

co■bined aaount of primary and secondary production that 

aust be used to establish the incre■ental production fro■ 

each lease or unit in a tertiary recovery project. 

(3) Ca) A local government ae_verance taz is imposed on 

the gross value paid in cash or apportioned in kind to a 

nonworking interest owner by the operator or producer of 

extracted marketable petroleum, other aineral or crude oil, 

or natural gas subject to local government severance taxes 

imposed under this chapter. The local government severance 

tax on nonworking interest owners is computed at the 

following rates: 

Iii 12.s, on the gross value paid in cash or 

apportioned in kind to a nonworking interest owner by the 

operator or producer of extracted urketable petroleum and 

other mineral or crude oil; 

I ii l 15. 25\ 

apportioned in 

on 

kind 

the gross value paid in cash or 

to a nonworking interest owner by the 

operator or producer of extracted or marketable natural gas. 
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Cb) The aaounts paid or apportioned in kind to 

nonworking interest owners are ezeapt froa the local 

under 15-36-12112) and government ■everance taxes iaposed 

under aubsections (l)Ca) through ll)Cd) of this section. 

(4) -h¼ftfJ--¼n--th¼s !!!!!!. part aay not be construed as 

requiring laborers or employees hired or eaployed by any 

person to drill any oil or natural gas well or to work in or 

about any oil or natural gas well or prospect or ezplore for 

or do any work for the purpose of developing any petroleua, 

other ■ineral or crude oil, or natural gas to pay the 

severance tax, nor may work done or the drilling of a well 

or wells for the purpose of prospecting or exploring for 

petroleua, other aineral or crude oil, or natural gas or for 

the purpose of developing the• be considered to be the 

engaging in or carrying on of the business. If, in the doing 

of any work, in the drilling of any oil or natural gas well, 

or in prospecting, exploring, or development work, any 

merchantable or aarketable petroleum, other mineral or crude 

oil, or natural 

the person for 

gas in excess of the guantity reguired by 

carrying on the operation is produced 

aufficient in quantity to justify the marketing of the 

petroleua, other aineral or crude oil, or natural gas, the 

work, drilling, prospecting, exploring, or developaent work 

is considered to be the engaging in and carrying on of the 

business of producing petroleum, other mine·ral or crude oil, 
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or natural gas within this state within the .. aning of this 

section. 

(5) Every person required to pay the state or local 

governaent aevarance tax under this section shall pay the 

tax in full for h¼a the person's 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 -rketable petroleua 

or other ■ineral or crude oil or natural gaa extracted and 

produced, including owner or owners of working interest, 

royalty interest, overriding royalty interest, carried 

working interest, net proceeds interest, production 

pay■ents, and all other interest or interests owned or 

carved out of the total gross proceeds in value or in kind 

of the extracted -rketable petroleu■ or other ■ineral or 

crude oil or natural gas, except that any of the interests 

that are owned by the federal, state, county, or ■unicipal 

govern■enta are exe■pt froa 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 

froa any settleaents under the lease or leases or division 

of proceeds orders or other contracts. 

(6) l'or purposes of thia section, the following 

definition• apply: 

(a) (i) •Groaa taxable value•, for the purpose of 

coaputing the atate severance tax, -ans the gross value of 
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the product aa deterained in 15-36-103. 

(ii) •Gross taxable value•, for the purpoae of coaputing 

the local governaent aeverance taz, -ans the gross value of 

the product as deterained in 15-36-103 leas the grosa value 

paid in cash or apportioned in kind to a nonworking interest 

owner by the operator or producer of extracted -rketable 

petroleua, other aineral or crude oil, or natural gas. 

(bl •Nonworking interest owner• aeans any intereat 

owner who does not share in the developHnt and operation 

costs of the lease or unit. 

(71 Por the purposes of this section, "stripper well" 

-ans a well that produces less than 10 barrels a day, 

deterained by dividing the aaount of production fr011 a lease 

or unitized area for the year prior to the current calendar 

year by the nWlber of producing wells in the lease or 

unitized area and by dividing the resulting quotient by 

365." 

Section 2. Section 15-36-121, NCA, is amended to read, 

"15-36-121. l!lzeaption froa state severance tax 

~ition of local go,,er-nt severance taz. Cl) It is the 

public policy of this state to proaote a sufficient supply 

of natural gas to provide for the residents of this state, 

to lessen Montana's dependence on iaported natural gas, and 

to encourage the exploration for and development and 

production of natural gas, petroleua, and other mineral and 
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crude oil within the state. 

(2) All the natural gas produced fr011 any -11 that has 

produced 60,000 cubic feet or less of natural gas a day for 

the calendar year prior to the current year ■Ila¼¼ !!!!!.!:. be 

taxed as provided in this section. Production aust be 

determined by dividing the aaount of production fr011 a lease 

or unitized area for the year prior to the current calendar 

year by the nuaber of producing wells in the lease or 

unitised area and by dividing the resulting quotient by 365. 

The first 30,000 cubic feet of average daily production per 

well is exeapt fr011 all of the state severance tax iaposed 

by 15-36-101. The first 30,000 cubic feet of average daily 

production per well is subject to a local governaent 

severance tax of 10\ on the gross taxable value, as defined 

in 15-36-101(6)(a)(ii), Everything over 30,000 cubic feet of 

16 gas produced is taxed at 1.591 on the gross taxable value 

17 for the state severance tax plus a local governaent 

18 severance tax of 101 on the grosa taxable value, aa defined 

19 

20 

21 

22 

23 

24 

25 

in 15-36-101(6)(a)(ii). 

ill t■t-A¼¼ TIIB PIRST 3 BARllBLS A DAY OF petrole- and 

other aineral or crude oil produced by a stripper well ¼e 

ARB exeapt fr011 the state sa.erance tax imposed by 

15-36-lOlt¼ttdt, but not fro■ the local 9overnaent severance 

taxz-¼f-t:he-evera9e--pr¼ee--per--i.arre¼--reee¼•ed--dar¼ft9--• 

cpart:er--fr---ret1■et:¼on--oeearr¼ft9-~ft~~~•••e-er-ae¼t:¼■ed 
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■r~a-¼oeat:e4-¼R-t:h¼a-■t:■t:e-¼■-¼e■■-t:tiaa-tes-per-Nr,ee¼T 

W--911e-a,rerge-pr¼ee-per-i.arre¼-t:--lte--eeapst:e<t--!!z 

d¼•H¼R9--i:he-t:fftl¼-9re■B-Ya¼ae-et'-f!edaet:-r-¼,re,l-f-a¼¼ 

pet:ro¼e■--aftd-ot:her-a¼aera¼-or-erade-e¼¼-■o¼d-¼n-t:M--«pHt:er 

fr--t:he-¼ea■e-or-ae¼t:¼...t-area-¼n-wh¼eti-■t:ri-pper-proclaet:¼oft 

oeeara-1,y-t:he-e■-ber-et'-barre¼a-ao¼d-¼n-t:he--part:er-fr--t:he 

¼e■ae-or-ae¼t:¼...t-area-¼ft-wh¼el'l-■t:ripper;:predJlet:i- oe .. ra. 

t3till NOtwithstanding the provisions of aaltaeet:ioa 

subsections (2) and (3), ell reporting require-nts under 

the state severance taz reaain in affect.• 

IIBlf SECTIOII. Section 3. Bffective date 

app1lcabillty. (Thia act] ie effective July 1, 1993, and 

applies to all oil produced during the quarters beginning on 

or after July 1, 1993. 

-End-
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SENATE STANDING COMMI'l"l'EE REPORT 

MR. PRESIDENT: 

Pagel of l 
April 8, 1993 

We, your committee on Taxation having had under consideration 
House Bill No. 322 (third reading copy -- blue), respectfully 
report that House Bill No. 322 be amended as and as so 
amended be concurred in. 

That such amendments read: 

l. Title, line 9. 
strike : 11 AN 11 

Insert: 11A DELAYED" 

2. Page 10, lines 12 and 14. 
Strike: "1993 11 

Insert: 11 1995 11 

-END-

Gage t!8/Amd. Coard. 
2r}_ Sec. of Senate Senator Carrying Bill 

SENATE 

lftJ iJv 
791252SC.San 



SENATE COMMITTEE OF TBE WHOLE AMENDMEN'l' 

April 15, 1993 1:01 pm 

Mr. Chairman: I move to amend House Bill No. 322 (third reading 
copy -- blue). 

(ADOHJ 
REJECT 

That such amendments read: 

l. Title, line 7. 
Following: "$-25'" 
Insert: "IF THE AVERAGE PRICE PER BARREL OF OIL RECEIVED DURING A 

CALENDAR QUARTER IS LESS THAN $25" 

2. Page 9, line 20. 
Following: "f3l" 
Insert: "(a)"l'r"'" 

3. Page 10, line 7. 
Following: "occacs•~ 
Insert: ", if the average price per barrel received during a 

quarter from production occurring on a lease or unitized 
area located in this state is less than $25 per barrel. 
(b) The average price per barrel must be computed by 

dividing the total gross value of product received from all 
petroleum and other mineral or crude oil sold in the quarter from 
the lease or unitized area in which stripper production occurs by 
the number of barrels sold in the quarter from the lease or 
unitized area in which stripper production occurs" 

-END-

;/8 3'22. 
SENATE 

ili.:: Amd. Coard. r831300CW,SIU 
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HOUSE BILL NO. 322 

INTRODUCED BY FELAND 

A BILL FOR AN ACT ENTITLED: "AN ACT EXEMPTING THE FIRST 

THREE BARRELS A DAY OF STRIPPER OIL PRODUCTION FROM THE 

STATE SEVERANCE TAX ¼P-~HB-AVl!RA8B-PRt€B-PBR-BARRBb--8P--8tb 

RB€B¼VBB--BHRJN6--A-€AbBNBAR-eHAR~BR-JS-bBSS-~HAN-$i5 IF THE 

AVERAGE PRICE PER BARREL OF OIL RECEIVED DURING A CALENDAR 

QUARTER IS LESS THAN $25; AMENDING SECTIONS 15-36-101 AND 

15-36-121, MCA; AND PROVIDING AN A DELAYED EFFECTIVE DATE 

AND AN 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 state 

severance tax local government severance ta:,; 

assessaent of nonworking interest owner -- exemption. (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 shall, except 

as provided in 15-36-121, each year when engaged in or 

~, ... , ..... ,.,, ... ,., 
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carrying on the business in this state pay to the department 

of revenue a state severance tax for the exclusive use and 

benefit of the state of Montana plus a local government 

severance tax in lieu of a tax on net proceeds for the 

exclusive use and benefit of local government. Except as 

provided in subsection (3), the state severance tax and the 

local government severance tax are as follows: 

(a) except as provided in 15-36-121 AND IN subsections 

(l)(b), (l)(c), and (l)(d) OF THIS SECTION, a 5% state 

severance tax on the gross taxable value of all the 

petroleum and other mineral or crude oil produced by the 

person, plus the local government severance tax of 8.4\ on 

the gross taxable value, as defined in subsection 

(6){a)(ii), of all the petroleum and other mineral or crude 

oil produced by the person other than new production, from 

each lease or unit; but in determining the amount of the 

state severance tax and local government severance tax, 

there must be excluded from consideration all petroleum or 

other crude or mineral oil produced and used by the person 

during the year in connection with ~ie operations in 

prospecting for, developing, and producing the petroleum or 

crude or mineral oil; 

(b) a 2.651 state severan~e tax on the gross taxable 

value of all natural gas prod~ced by the person, plus the 

local government severance tax of 15.25\ on the gross 

-2- HB 322 
REFERENCE BILL 

AS AMENDED 
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taxable value, as defined in subsection (6)(a)(ii), of all 

natural gas produced by the person other than new 

production, from each lease or unit; but in determining tl1~ 

amount of the state severance tax and the local guverr1me11t 

severance tax, there must be excluded from consideration all 

gas produced and used by the person during the year in 

connection with his operations in prospecting for, 

developing, and producing the gas or petroleum or crude or 

mineral oil; and there must also be excluded from 

consideration all gas, including carbon dioxide gas, 

recycled or reinjected into the ground; 

(c) a 2.5\ state severance tax on the gross taxable 

value of the incremental petroleum and other mineral or 

crude oil produced by the person, plus the local government 

severance tax of 51 on the gross taxable value, as defined 

in subsection (6J(a)(ii), of the incremental petroleum and 

other mineral or crude oil produced by the person other than 

new production, from each lease or unit 1n 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 board of oil and gas conservation. The 

approval may be extended only after notice and hearing in 

accordance with Title 2, chapter 4. 
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(ii) the property to be affected by the project must be 

adequately delineated according to 

required by the board; and 

the specificalions 

(iii) 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 board 

to be significant in light of all the facts and 

circumstances, in the 

potentially be recovered. 

amount of crude oil which may 

For purposes of this section, 

tertiary recovery methods include but are not limited to: 

(A) miscible fluid displace~ent; 

(B) steam drive injection; 

(C) micellar/emulsion flooding; 

(D) in situ combustion; 

(E) polymer augmented water flooding; 

(F) cyclic steam injection; 

(G) alkaline or caustic flooding; 

(H) carbon dioxide water flooding; 

(I) immiscible carbon dioxide displacement; or 

(J) any other method approved by the department as a 

tertiary recovery method. 

(d) exeept--as--provided--in--¼5-36-¼~iT a ~\ local 

government severance tax on the gross taxable value, as 

defined in subsection (6)(a)(ii), of all petroleum and other 

mineral or crude oil produced by the person other than new 
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production p~odtte~d--by from a stripper well, as defined in 

subsection I 7) • 

{2) For purposes of this section, the term ''increment~l 

petroleum and other mineral or crude oil'' means the amount 

of oil, as determined by the board, to be in excess of what 

would have been produced by primary and secondary methods. 

The determination arrived at by the board 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 production from 

each lease or unit in a tertiary recovery project. 

(3) (a) A local government severance tax is imposed on 

the gross value paid in cash or apportioned in kind to a 

nonworking interest owner by the operator or producer of 

extracted marketable petroleum, other mineral or crude oil, 

or natural gas subject to local government severance taxes 

imposed under this chapter. The local government severance 

tax on nonworking interest owners is computed at the 

following rates: 

(i) 12.5\ on the gross value paid in cash or 

apportioned in kind to a nonworking interest owner by the 

operator or producer of extracted marketable petroleum and 

other mineral or crude oil~ 

(ii) 15.25\ on the gross value paid in cash or 
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11B UJ22 03 

apportioned in kind to a nonworking interest owner by the 

operator or producer of extracted or marketable natural gas. 

(b) The amounts paid or apportioned in kind to 

nonworking interest owners are exempt from the local 

government severance taxes imposed under 15-36-121(2) and 

under subsections (l)(a) through (l)(d) of this section. 

(4) Neth~n9-±n-~his '.!:!:!l!, part may~ be construed as 

requiring laborers or employees hired or employed by any 

person to drill any oil or natural gas well or to work in or 

about any oil or natural gas well or prospect or explore for 

or do any work for the purpose of developing any petroleum, 

other mineral or crude oil, or natural gas to pay the 

severance tax, nor may work done or the drilling of a well 

or wells for the purpose of prospecting or exploring for 

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

the purpose of developing them be considered to be the 

engaging in or carrying on of the business. If, in the doing 

of any work, in the drilling of any oil or natural gas well, 

or in prospecting, exploring, or development work, any 

merchantable or marketable petroleum, other minerdl or crude 

oil, or natural gas in excess of the quantity required by 

the person for carrying on the operation is produced 

sufficient in quantity to justify the marketing of the 

petroleum, other mineral or crude oil, oc natural gas, the 

work, drilling, prospecting, exploring, or development work 
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is considered to be the engaging in and carrying on of the 

business of producing petroleum, other mineral or crude oil, 

or natural gas within this state within the meaning of this 

section. 

(5) Every person required to pay the state or local 

government severance tax under this section shall pay the 

tax in full for h¼s the person's 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 proceeds interest, production 

payments, and al 1 other interest or interests owned or 

carved out of the total gross proceeds in value or in kind 

of the extracted marketable petroleum or other mineral or 

crude oil or natural gas, except that any of the interests 

that are owned by the federal, state, county, or municipal 

governments are 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 the lease or leases or divi~ion 

of proceeds orders or other contracts. 

I 6) For purposes of this section, the following 

definitions apply: 
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la) (i) "Gross taxable value'', for the purpose of 

computing the state severance tax, means the gross value of 

the product as determined in 15-36-lOJ. 

(ii) "Gross taxable value", for the purpose of comput.ing 

the local government severance tax, means the gross value of 

the product as determined in 15-36-103 less the gross value 

paid in cash or apportioned in kind to a nonworking interest 

owner by the operator or producer of extracted marketable 

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

(b) ''Nonworking interest owner'' means any interest 

owner who does not share in the development and operation 

costs of the lease or unit. 

(7) For the purposes of this section, "stripper well'' 

means a well that produces less than 10 barrels a day, 

determined by dividing the amount of production from a lease 

or unitized area for the year prior to the current calendar 

year by the number of producing wells in the lease or 

unitized area and by dividing the resulting quotient by 

365. 11 

Section 2. Section 15-36-121, MCA, is amended to read: 

"15-36-121. Exemption from state severance tax 

imposition of local government severance tax. (1) It is the 

public policy of this state to promote a sufficient supply 

of natural gas to provide for the residents of this state, 

to lessen Montana's dependence on imported natural gas, and 
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to encourage the exploration for and development and 

production of natural gas, petroleum, and other mineral and 

crude oil within the state. 

(2) All the natural gas produced from any well that ha5 

produced 60,000 cubic feet or less of natural gas a day for 

the calendar year prior to the current year shall~ be 

taxed as provided in this section. Production must be 

determined by dividing the amount of production from a lease 

or unitized area for the year prior to the current calendar 

year by the number of producing wells in the lease or 

unitized area and by dividing the resulting quotient by 365. 

The first 30,000 cubic feet of average daily production per 

well is exempt from all of the state severance tax imposed 

by 15-36-101. The first 30,000 cubic feet of average daily 

production per well is subject to a local government 

severance tax of 10\ on the gross taxable value, as defined 

in 15-36-101(6)(a)(ii). Everything over 30,000 cubic feet of 

gas produced is taxed at 1.59% on the gross taxable value 

for the state severance tax plus a local gov~cnment 

severance tax of 10\ on the gross taxable value, as defined 

in 15-36-101(6)(a)(iiJ. 

ill (A)tat-l'IH, THE FIRST 3 BARRELS A DAY OF petroleum 

and other mineral or crude oil produced by a stripper well 

¼s ARE exempt from the state severance tax imposed by 

15-36~10lf¼tfdt, but not from the local government severance 

-9- HB 322 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0322/0J 

tax,--if--the--average--priee--per--barre¼-reee±ved-dttrinq-a 

gnarter-from-predttet½on-eeettrring-on--a--±eaee--or--nnit¼zed 

area-±oeated-in-th±e-etate-¼s-¼ess-than-$~5-per-barre±~ 

fbt--~he--average--pr¼ee--per-barre¼-mnst-be-eompnted-by 

d±vid¼nq-the-tota¼-gross-va±ne-of-prodnet-reeeived-£rem--ai½ 

pe~Pe¼ettm-and-other-minera±-oP-ePttde-oi¼-so¼d-±n-the-qttarter 

frem-the-iesse-or-anitized-area-in-vhieh-stripper-predttetion 

oeettrs-by-the-namber-ef-barre¼s-so¼d-±n-the-gttarter-rrom-the 

iease--or-~niti~ed-area-¼n-whieh-strip~r-pPodttetion-oeettrs, 

IF THE AVERAGE PRICE PER BARREL RECEIVED DURING A QUARTER 

FROM PRODUCTION OCCURRING ON A LEASE OR UNITIZED AREA 

LOCATED IN THIS STATE IS LESS THAN $25 PER BARREL. 

(B) THE AVERAGE PRICE PER BARREL MUST BE COMPUTED BY 

DIVIDING THE TOTAL GROSS VALUE OF PRODUCT RECEIVED FROM ALL 

PETROLEUM AND OTHER MINERAL OR CRUDE OIL SOLD IN THE QUARTER 

FROM THE LEASE OR UNITIZED AREA IN WHICH STRIPPER PRODUCTION 

OCCURS BY THE NUMBER OF BARRELS SOLD IN THE QUARTER FROM THE 

LEASE OR UNITIZED AREA IN WHICH STRIPPER PRODUCTION OCCURS, 

t3till Notwithstanding the provisions of subsee~¼en 

subsections (2) and (3), all reporting requirements under 

the state severance tax remain in effect." 

NEW SECTION. Section 3. Effective date 

applicability. [This act] is effective July 1, t993 1995, 

and applies to all oil produced during the quarters 

beginning on or after July 1, ¼993 1995. 

-End-
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