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SEVERANCE TAX, THE STATE OIL AND GAS SEVERANCE TAX, AND THE OIL AND GAS PRIVILEGE AND 

LICENSE TAX; IMPOSING OIL AND NATURAL GAS PRODUCTION TAXES BASED ON THE TYPE OF WELL 

AND TYPE OF PRODUCTION; PROVIDING FOR THE DISTRIBUTION OF OIL AND NATURAL GAS 

PRODUCTION TAXES; PROVIDING A DISBURSEMENT TO SCHOOL DISTRICTS AND LOCAL 

GOVERNMENTS TO REPLACE NET PROCEEDS AND LOCAL GOVERNMENT SEVERANCE TAX REVENUE; 

EXEMPTING OIL AND NATURAL GAS PRODUCTION FROM THE RESOURCE INDEMNITY TRUST TAX; 

PROVIDING AN ALLOCATION OF OIL AND NATURAL GAS PRODUCTION TAX REVENUE FOR THE 

PURPOSES OF THE MONTANA RESOURCE INDEMNITY TRUST AND GROUND WATER ASSESSMENT ACT; 

PROVIDING FOR THE ACCELERATED PAYMENT OF LOCAL GOVERNMENT SEVERANCE TAXES FOR 

PRODUCTION YEAR 1995; AUTHORIZING COUNTIES TO ESTABLISH AN OIL AND NATURAL GAS 

ACCELERATED TAX FUND; ALLOWING SCHOOL DISTRICTS TO USE ACCELERATED LOCAL 

GOVERNMENT SEVERANCE TAX PAYMENTS FOR ANY BUDGET PURPOSE; AMENDING SECTIONS 

7-1-2111, 7-7-2101, 7-7-2203, 7-14-2524, 7-14-2525, 7-16-2327, 15-1-501, 15-6-208, 15-16-102, 

15-23-103, 15-23-104, 15-23-106, 15-23-115, 15-38-105, 15-38-121, 15-38-202, 17-7-502, 20 9-104, 

20-9-141, 20-9-161, 20-9-331, 20-9-333, 20-9-501, 20-9-507, 20-10-144, 20-1 0-146, 82-11-11 8, AND 

82-11-135, MCA; REPEALING SECTIONS 15-23-601, 15-23-602, 15-23-603, 15-23-605, 15-23-606, 

1 5-23-607, 1 5-23-608, 15-23-609, 15-23-610, 1 5-23-611, 15-23-612, 1 5-23-61 3, 1 5-23-614, 

1 5-23-621, 15-23-631, 15-36-101, 15-36-102, 15-36-103, 15-36-104, 15-36-105, 1 5-36-106, 

15-36-107, 15-36-108, 15-36-109, 15-36-110, 15-36-112, 15-36-113, 15-36-114, 15-36-120, 

15-36-121, 15-36-122, 15-36-126, 82-11-131, 82-11-132, AND 82-11-133, MCA; AND PROVIDING 

EFFECTIVE DATES AND APPLICABILITY PROVISIONS." 

29 STATEMENT OF INTENT 

30 ( 1) A statement of intent is required for this bill because [section 16] grants the department of 
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revenue authority to adopt rules for the implementation and administration of the new production taxes 

2 imposed on oil and natural gas. 

3 (2) The legislature contemplates that rules adopted by the department should, at a minimum, 

4 address the following: 

5 (a) the forms and other documents required for the reporting and payment of the oil and natural 

6 gas production tax; 

7 lb) the definition and clarification of the categories of oil and natural gas subject to taxation; 

8 (cl the requirements for the maintenance of records and other documents required to ensure proper 

9 payment of oil and natural gas production taxes; 

1 O Id) the process for the estimation and collection of delinquent or unpaid taxes; and 

11 le) the procedures for the efficient collection of the oil and natural gas production tax. 

12 13) [This act] takes effect before taxes on the oil and gas net proceeds tax, the local government 

13 severance tax, the state oil and gas severance tax, the resource indemnity and ground water assessment 

14 tax, and the oil and gas privilege and license tax for certain production periods will have been paid. The 

1 5 legislature intends that the department establish procedures to ensure that all tax liabilities for production 

16 occurring before January 1, 1996, are satisfied. The legislature also intends that the department establish 

17 procedures for the proper distribution of this tax revenue to all affected governmental entities and funds. 

18 

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

20 

21 NEW SECTION. Section 1. Short title. [Sections 1 through 20] may be cited as the "Montana Oil 

22 and Natural Gas Production Tax Act". 

23 

24 NEW SECTION. Section 2. Legislative findings and declaration of purpose. 11 I (al The legislature 

25 finds that the extraction taxes imposed on the production of oil and natural gas have been exceedingly 

26 complex and confusing. Oil and natural gas producers have been required to file several tax forms and to 

27 pay taxes at different times on the same production. 

28 (bl The legislature further finds that it is in the best interest of the state and in the best interest 

29 of oil and gas producers to simplify the taxation of oil and natural gas production. 

30 (21 The legislature declares that the purposes of [sections 1 through 20] are: 
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(al to replace all net proceeds taxes, severance taxes, privilege and license taxes, and other 

2 extraction taxes on oil and natural gas production with a single production tax based on the type of well 

3 and type of production; 

4 (bl to ensure that the distribution of tax revenue to the state, counties, and school districts from 

5 the new production taxes is consistent with the distribution of tax revenue from the former extraction 

6 taxes; 

7 (cl to simplify the procedures for compliance with and the administration of the taxation of oil and 

8 natural gas production; 

9 (d) to provide an incentive for oil and natural gas producers to pay 1995 local government 

1 O severance taxes on an accelerated basis; and 

11 (el to provide discretionary authority to counties and school districts for the use of the accelerated 

12 payments of the local government severance tax. 

13 

14 NEW SECTION. Section 3. Definitions. As used in [sections 1 through 201, the following 

15 definitions apply: 

16 ( 1 I "Board" means the board of oil and gas conservation provided for in 2-15-3303. 

17 (21 "Department" means department of revenue provided for in 2-15-1301; 

18 (31 "Enhanced recovery project" means the use of any process for the displacement of oil from the 

19 earth other than primary recovery and includes the use of an immiscible, miscible, chemical, thermal, or 

20 biological process. 

21 (4) "Existing enhanced recovery project" means an enhanced recovery project that began 

22 development before January 1, 1994. 

23 (5) "Expanded enhanced recovery project" or "expansion" means the addition of injection wells 

24 or production wells, the recompletion of existing wells as horizontally completed wells, the change of an 

25 injection pattern, or other operating changes to an existing enhanced recovery project that will result in the 

26 recovery of oil that would not otherwise be recovered. The project must be developed after December 31, 

27 1993, and before January 1, 2002. 

28 (6) "Gross taxable value", for the purpose of computing the oil and natural gas production tax, 

29 means the gross value of the product as determined in [section 5]. 

30 (7) "Horizontal drain hole" means that portion of a well bore with 70 degrees to 110 degrees 
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1 deviation from the vertical and a horizontal projection withrn the common source of supply, as that term 

2 is defined by the board, that exceeds 100 feet. 

3 (81 "Horizontally completed well" means: 

4 (a) a well with one or more horizontal drain holes; and 

5 (b) any other well classified by the board as a horizontally completed well. 

6 (91 "Incremental production" means: 

7 (al the volume of oil produced by a new enhanced recovery project, by a well in primary recovery 

8 recompleted as a horizontally completed well, or by an expanded enhanced recovery project, which volume 

9 of production is in excess of the production decline rate established under the conditions existing before: 

1 O (i) the commencement of the recompletion of a well as a horizontally completed well; 

11 (ii) expansion of the existino enhanced recovery project; or 

12 (iii) commencing a new en, .;ed recovery project; or 

13 (b) in the case of any project that had no taxable production prior to commencing the enhanced 

14 recovery project, all production of oil from the enhanced recovery project. 

15 (10) "Natural gas" or "gas" means natural gas and other fluid hydrocarbons, other than oil, 

16 produced at the wellhead. 

17 { 11) "New enhanced recovery project" means an enhanced recovery project that began 

18 development after December 31, 1993, and before January 1, 2002. 

19 (12) "Nonworking interest owner" means any interest owner who does not share in the exploration, 

20 development, and operation costs of the lease or unit, except for production taxes. 

21 (13) "Oil" means crude petroleum or mineral oil and other hydrocarbons, regardless of gravity, that 

22 are produced at the wellhead in liquid form and that are not the result of condensation of gas after it leaves 

23 the wellhead. 

24 ( 14) "Operator" or "producer" means a person who produces oil or natural gas within this state or 

25 who owns, controls, manages, leases, or operates within this state any well or wells from which any 

26 marketable oil or natural gas is ex' 1d or produced. 

27 (15) "Post-1985 well" means an oil or natural gas well drilled after June 30, 1985, other than 

28 horizontally completed or recompleted oil wells drilled after December 31, 1993, that produces oil or natural 

29 gas or a well that has not produced oil or natural gas during the 5 years immediately preceding the first 

30 month of qualifying as a post-1985 well. 
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1 ( 16) "Pre-1985 well" means an oil or natural gas well that was drilled before July 1, 1985. 

2 ( 1 7) "Primary recovery" means the displacement of oil from the earth into the well bore by means 

3 of the natural pressure of the oil reservoir and includes artificial lift. 

4 ( 18) "Production decline rate" means the projected rate of future oil production, extrapolated by 

5 a method approved by the board, that must be determined for a project area prior to commencing a new 

6 or expanded enhanced recovery project or the recompletion of a well as a horizontally completed well. The 

7 approved production decline rate must be certified in writing to the department by the board. In that 

8 certification, the board shall identify the project area and shall specify the projected rate of future oil 

9 production by calendar year and by calendar quarter within each year. The certified rate of future oil 

1 0 production must be used to determine the volume of incremental production that qualifies for the tax rate 

11 imposed under [section 4(4)(d)]. 

1 2 ( 19) "Secondary recovery project" means an enhanced recovery project, other than a tertiary 

13 recovery project, that commenced or was expanded after December 31, 1993, and before January 1, 2002, 

14 and meets each of the following requirements: 

15 (a) The project must be certified as a secondary recovery project to the department by the board. 

16 The certification may be extended only after notice and hearing in accordance with Title 2, chapter 4. 

17 (b) The property to be affected by the project must be adequately delineated according to the 

18 specifications required by the board. 

19 le) The project must involve the application of secondary recovery methods that can reasonably 

20 be expected to result in an increase, determined by the board to be significant in light of all the facts and 

21 circumstances, in the amount of oil that may potentially be recovered. For purposes of [sections 1 through 

22 20]. secondary recovery methods include but are not limited to: 

23 (i) the injection of water into the producing formation for the purposes of maintaining pressure in 

24 that formation or for the purpose of increasing the flow of oil from the producing formation to a producing 

25 well bore; or 

26 .(ii) any other method approved by the board as a secondary recovery method. 

27 120) "Stripper natural gas" means the natural gas produced from any well that produces less than 

28 60,000 cubic feet of natural gas a day during the calendar year immediately preceding the current year. 

29 Production must be determined by dividing the amount of production from a lease or unitized area for the 

30 year immediately preceding the current calendar year by the number of producing wells in the lease or 
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unitized area and by dividing the resulting quotient by 365. 

2 (21) "Stripper oil" means the oil produced from any well that produces less than 10 barrels a day 

3 for the calendar year immediately preceding the current year. Production must be determined by dividing 

4 the amount of production from a lease or unitized area for the year immediately preceding the current 

5 calendar year by the number of producing wells in the lease or unitized area and by dividing the resulting 

6 quotient by 365. 

7 (22) "Tertiary recovery project" means an enhanced recovery project, other than a secondary 

8 recovery project, using a tertiary recovery method that meets the following requirements: 

9 (a) The project must be certified as a tertiary recovery project to the department by the board. The 

1 0 certification may be extended only after notice and hearing in accordance with Title 2, chapter 4. 

11 (b) The property to be affected by the project must be adequately delineated in the certification 

12 according to the specifications required by the board. 

13 (c) The project must involve the application of one or more tertiary recovery methods that can 

14 reasonably be expected to result in an increase, determined by the board to be significant in light of all the 

15 facts and circumstances, in the amount of crude oil that may potentially be recovered. For purposes of 

16 [sections 1 through 20]. tertiary recovery methods include but are not limited to: 

17 (i) miscible fluid displacement; 

18 (ii) steam drive injection; 

19 (iii) micellar/emulsion flooding; 

20 (iv) in situ combustion; 

21 (v) polymer augmented water flooding; 

22 (vi) cyclic steam injection; 

23 (vii) alkaline or caustic flooding; 

24 (viii) carbon dioxide water flooding; 

25 (ix) immiscible carbon dioxide displacement; or 

26 (x) any other method approved by the board as a tertiary recovery method. 

27 (23) "Well" or "wells" means a single well or a group of wells in one field or production unit and 

28 under the control of one operator or producer. 

29 (24) "Working interest owner" means the owner of an interest in an oil or natural gas well or wells 

30 who bears any portion of the exploration, development, and operating costs of the well or wells. 
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NEW SECTION. Section 4. Production tax rates imposed on oil and natural gas. ( 1) The 

2 production of oil and natural gas is taxed as provided in this section. The tax is distributed as provided in 

3 [section 18]. 

4 12) Natural gas is taxed on the gross taxable value of production based on the type of well and 

5 type of production according to the following schedule for working interest and nonworking interest 

6 owners: 

7 

8 

9 

10 

11 

12 

13 

14 

15 

(a) pre-1985 wells 

(b) post-1985 wells 

(i) first 12 months 

of qualifying production 

Iii) after 12 months 

le) stripper natural gas 

pre-1985 and post-1985 wells 

Working 

Interest 

18.75% 

3.35% 

15.35% 

11.2% 

Nonworking 

Interest 

15% 

15% 

15% 

15% 

16 13) The reduced tax rate under subsection (2)(b)(i) on natural gas production for the first 12 months 

17 of natural gas production from a post-1985 well begins following the last day of the calendar month 

18 immediately preceding the month in which natural gas is placed in a natural gas distribution system, 

19 provided that notification has been given to the department. 

20 (4) Oil is taxed on the gross taxable value of production based on the type of well and type of 

21 production according to the following schedule for working interest and nonworking interest owners: 

22 Working Nonworking 

23 

24 

25 

26 

27 

28 

29 

30 

(a) primary recovery production 

(i) pre-1985 wells 

(ii) post-1985 wells 

(A) first 12 months of 

qualifying production 

I Bl after 1 2 months 

lb) stripper oil production 
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pre-1985 and post-1985 wells 

(c) horizontally completed well production 

Iii first 18 months of 

qualifying production 

(iii after 18 months 

Id) incremental production 

11 % 

5.7% 

12.7% 

Iii new or expanded secondary recovery production 

(A) pre-1985 well 8.7% 

18) post-1985 well 

Iii) new or expanded tertiary production 

(Al pre-1 985 well 

18) post-1985 well 

le) horizontally recompleted well 

Ii) first 18 months 

Iii) after 18 months 

8.7% 

6% 

6% 

5.7% 

12.7% 
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16.5% 

5.7% 

12.7% 

16.2% 

10.7% 

15.2% 

9.7% 

5.7% 

12.7% 

16 15) la) The reduced tax rate under subsection (4)(a)(ii) IA) on oil production for the first 12 months 

17 of oil production from a post-1985 well begins following the last day of the calendar month immediately 

1 8 preceding the month in which oil is pumped or flows, provided that notification has been given to the 

1 9 department. 

20 lb) The reduced tax rate under subsection I4)Ic)li) on oil production from a horizontally completed 

21 well and the reduced tax rate under subsection (4)(e){i) on oil production from a horizontally recompleted 

22 well for the first 18 months of production begins following the last day of the calendar month immediately 

23 preceding the month in which oil is pumped or flows, provided that the well has been certified as a 

24 horizontally completed well or as a horizontally recompleted well to the department by the board. 

25 (cl Incremental production is taxed as provided in subsection I4)(d) if thfl average price per barrel 

26 of oil as reported in the Wall Street Journal for west Texas intermediate crude oil during a calendar quarter 

27 is less than $30 a barrel. If the price of oil is equal to or greater than $30 a barrel in a calendar quarter as 

28 determined in subsection (5)(d), incremental production is taxed at the rate imposed on primary recovery 

29 production under subsection 141 la)li) for production occurring in that quarter. 

30 (d) For the purposes of subsection (5)(c), the average price per barrel must be computed by 
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1 dividing the sum of the daily price for west Texas intermediate crude oil as reported in the Wall Street 

2 Journal for the calendar quarter by the number of days on which the price was reported in the quarter. 

3 

4 NEW SECTION. Section 5. Determination of gross value of product. The total gross value of all 

5 oil or natural gas produced and sold each quarter must be determined by taking the total number of barrels 

6 or cubic feet of oil or natural gas produced and sold each month at the average value at the mouth of the 

7 well during the month that the oil or natural gas is produced and sold, as determined by the department. 

8 However, in computing the total number of barrels of oil or cubic feet of gas produced and sold, there must 

9 be deducted the amount of oil or gas used by the person in connection with the operation of the well from 

10 which the oil or gas is produced or for pumping the oil or gas from the well to a tank or pipeline. 

11 

12 NEW SECTION. Section 6. Certain royalties exempt. Exempt from taxation are royalties received 

13 by: 

14 ( 1) an Indian tribe with respect to on-reservation oil and gas production pursuant to a lease entered 

15 into under the Indian Mineral Leasing Act of 1938, 25 U.S.C. 396a-396g; 

16 (2) the United States as trustee for individual Indians; and 

17 (3) the United States, the state of Montana, or a county or municipal government in Montana. 

18 

19 NEW SECTION. Section 7. Operator responsible for payment -- deduction of taxes from royalty 

20 payments. 11) Each operator required to pay the oil and natural gas production tax under [sections 1 

21 through 201 shall pay the tax in full for the operator's own account and for the account of each of the other 

22 owners of the gross value of product or in kind of all the marketable oil or natural gas produced and sold. 

23 Other owners include an owner or owners of working interest, royalty interest, overriding royalty interest, 

24 carried working interest, production payments, and all other interest or interests owned or carved out of 

25 the total gross value of product or in kind of the extracted marketable oil or natural gas. 

26 12) Unless otherwise provided in a contract or lease, the pro rata share of any royalty owner or 

27 owners must be deducted from any settlements under the lease or leases or division of proceeds orders or 

28 other contracts. 

29 

30 NEW SECTION. Section 8. Quarterly payment of tax·· statement -- failure to pay penalty. (1) 
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The oil and natural gas production tax must be paid in quarterly installments for the quarterly periods 

2 ending, respectively, March 31, June 30, September 30, and December 31 of each year, and the amount 

3 of the tax for each quarterly period must be paid to the department within 60 days after the end of each 

4 quarterly period. 

5 ( 2) The operator shall complete on forms prescribed by the department a statement showing the 

6 total number of barrels of merchantable or marketable oil or cubic feet of natural gas produced and sold by 

7 the person in the state during each month of the quarter and during the whole quarter, the average value 

8 of the production sold during each month, and the total value of the production sold for the whole quarter, 

9 together with the total amount due as taxes for the quarter. The statement must be filed within the time 

1 O provided in subsection (1 ). The statement must be accompanied by the tax due. The statement must be 

11 signed by the individual or the president, vice president, treasurer, assistant treasurer, or authorized agent 

12 of the association, corporation, joint-stock company, or syndicate making the statement. A person engaged 

13 in carrying on business at more than one place in this state or owning, leasing, controlling, or operating 

14 more than one oil or gas well in this state may include all operations in one statement. 

15 (3) If the tax is not paid on or before the due date, there must be assessed a penalty of 10% of 

16 the amount of the tax not paid. If the tax is not paid when due, interest also must be added at the rate of 

17 1 % a month or fraction of a month, computed on the total amount of the tax from the due date until paid. 

18 The department may waive the 10% penalty if reasonable cause for the failure to pay is provided to the 

1 9 department. 

20 

21 NEW SECTION. Section 9. Record of product -- carriers to furnish data -- penalty. (1) Each 

22 person who purchases oil or natural gas shall keep a record of all oil or natural gas purchased by the 

23 person in this state. The records are subject to inspection by the department on reasonable notice at any 

24 time during normal business hours. 

25 (2) Each railroad, pipeline, purchasing, and transportation company that carries or purchases oil 

26 or natural gas shall furnish to the department, whenever requested to do so, all data related to the shipment 

27 of oil or natural gas that may be required to properly enforce the provisions of [sections 1 through 20]. A 

28 railroad, pipeline, purchasing, or transportation company that fails to comply with the provisions of this 

29 section is subject to a penalty of $100 for each day that it fails to furnish the statement. 

30 
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NEW SECTION. Section 10. Procedure to compute tax in absence of statement -- estimation of tax 

2 -- failure to file penalty and interest. ( 1) If the operator fails to file any statement required by [section 8] 

3 within the time required, the department shall, immediately after the time has expired, ascertain the number 

4 of barrels of oil or cubic feet of gas produced and sold by the person in this state during the quarter and 

5 during each month of the quarter. The department also shall determine the average value of the barrels 

6 of oil produced and sold during each month or the average value of cubic feet of gas produced and sold 

7 during each month and fix the amount of the taxes due from the person for the quarter. 

8 (2) The department shall impose a penalty of 10% of the tax due plus interest at the rate of 1 % 

9 a month or fraction of a month, computed on the total amount of the tax. Interest must be computed from 

10 the date on which the oil and natural gas production taxes were due to the date of payment. The 

11 department shall mail to the taxpayer a notice, pursuant to 15-1-211, of the tax, penalty, and interest 

1 2 proposed to be assessed. The taxpayer may seek review of the determination pursuant to 15-1-211. The 

13 notice must contain a statement that if payment is not made, a warrant for distraint may be filed. The 

14 department may waive the 10% penalty if reasonable cause for the failure to file the statement required 

15 by [section 8] is provided to the department. 

16 

17 NEW SECTION. Section 11. Deficiency assessment -- review -- interest. 11) When the 

18 department determines that the amount of the tax due is greater than the amount disclosed by a return, 

19 it shall mail to the taxpayer a notice, pursuant to 1 5-1-211, of the additional tax proposed to be assessed. 

20 The notice must contain a statement that if payment is not made, a warrant for distraint may be filed. The 

21 taxpayer may seek review of the determination pursuant to 1 5-1-211 . 

22 12) A deficiency assessment must bear interest until paid at the rate of 1 % a month or fraction of 

23 a month, computed from the original due date of the return. 

24 

25 NEW SECTION. Section 12. Credit for overpayment -- interest on overpayment. I 1) If the 

26 department determines that the amount of tax, penalty, or interest due for any taxable period is less than 

27 the amount paid, the amount of the overpayment must be credited against any tax, penalty, or interest then 

28 due from the taxpayer and the balance refunded to the taxpayer or its successor through reorganization, 

29 merger, or consolidation or to its shareholders upon dissolution. 

30 (2) Except as provided in subsection 13), interest must be allowed on overpayments at the same 
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rate as is charged on deficiency assessments provided in [section 11] beginning from the due date of the 

2 return or from the date of overpayment, whichever date is later, to the date on which the department 

3 approves refunding or crediting of the overpayment. 

4 (3) (a) Interest may not accrue during any period in which the processing of a claim for refund is 

5 delayed more than 30 days by reason of failure of the taxpayer to furnish information requested by the 

6 department for the purpose of verifying the amount of the overpayment. 

7 (bl Interest is not allowed: 

8 (i) if the overpayment is refunded within 6 months from the date on which the return is due or from 

9 the date on which the return is filed, whichever is later; or 

1 O (ii) if the amount of interest is less than $1. 

11 

12 NEW SECTION. Section 13. Warrant for distraint. If all or part of the tax imposed by [sections 

13 1 through 20] is not paid when due, the department may issue a warrant for distraint as provided in Title 

14 15, chapter 1, part 7. The resulting lien has precedence over any other claim, lien, or demand filed and 

1 5 recorded after the warrant is issued. 

16 

17 NEW SECTION. Section 14. Exemption from resource indemnity and ground water assessment 

18 tax. A person who has paid the tax on oil and natural gas under the provisions of [sections 1 through 20] 

19 is exempt from the resource indemnity and ground water assessment tax. 

20 

21 NEW SECTION. Section 15. Statute of limitations. (1 I Except as otherwise provided in this 

22 section, a deficiency may not be assessed with respect to the year for which a return is filed unless the 

23 notice of additional tax proposed to be assessed is mailed within 5 years from the date on which the return 

24 was filed. For the purposes of this section, a return filed before tha last day prescribed for filing is 

25 considered as filed on the last day. If the taxpayer, before the expiration of the period prescribed for 

26 assessment of the tax, consents in writing to an assessment after that time, the tax may be assessed at 

27 any time prior to the expiration of the period agreed upon. 

28 (2) A refund or credit may not be allowed or paid with respect to the year for which a return is filed 

29 after 5 years from the last day prescribed for filing the return or after 1 year from the date of the 

30 overpayment, whichever period is later, unless before the expiration of the period, the taxpayer files a claim 
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or the department of revenue has determined the existence of the overpayment and has approved the 

2 refund or credit. If the taxpayer has agreed in writing under the provisions of subsection ( 1) to extend the 

3 time within which the department may propose an additional assessment, the period within which a claim 

4 for refund or credit may be filed or a credit or refund allowed if a claim is not filed is automatically 

5 extended. 

6 13) If a return is required to be filed and the taxpayer fails to file the return, the tax may be 

7 assessed or an action to collect the tax may be brought at any time. If a return is required to be filed and 

8 the taxpayer files a fraudulent return, the 5-year period provided for in subsection ( 1) does not begin until 

9 discovery of the fraud by the department. 

10 

11 NEW SECTION. Section 16. Rulemaking authority. The department shall adopt rules that are 

12 necessary to implement and administer [sections 1 through 20]. 

13 

14 NEW SECTION. Section 17. Calculation of unit value. For the purposes of distribution of oil and 

15 natural gas production taxes to county and school taxing units for production from pre-1985 wells, the 

16 department shall determine the unit value of oil and natural gas for each taxing unit as follows: 

17 11) The unit value for oil for each taxing unit is the quotient obtained by dividing the net proceeds 

18 taxes calculated on oil produced and sold in that taxing unit in calendar year 1988 by the number of barrels 

19 of oil produced in that taxing unit during 1988, excluding post-1985 wells. 

20 (2) The unit value for natural gas is the quotient obtained by dividing the net proceeds taxes 

21 calculated on natural gas produced and sold in that taxing unit in calendar year 1988 by the number of 

22 cubic feet of natural gas produced in that taxing unit during 1988, excluding post-1985 wells. 

23 

24 NEW SECTION. Section 18. Distribution of taxes. ( 1) For each calendar quarter, the department 

25 of revenue shall determine the amount of tax, late payment interest, and penalty collected under [sections 

26 1 through 201. For purposes of distribution of the taxes to county and school taxing units, the department 

27 shall determine the amount of oil and natural gas production taxes paid on production from pre-1985 wells, 

28 post-1985 wells, and horizontally drilled wells located in the taxing unit. 

29 12) Except as provided in subsections (3) and (4), oil production taxes must be distributed as 

30 follows: 

~na Legislative Council 
- 13 -



54th Legislature LC0975.01 

(a) The amount equal to 41.6% of the oil production taxes, including late payment interest and 

2 penalty, collected under [sections 1 through 20] must be distributed as provided in subsection 17). 

3 (bl The remaining 58.4% of the oil production taxes, plus accumulated interest earned on the 

4 amount allocated under this subsection (2)(b), must be deposited in the agency fund in the state treasury 

5 and transferred to the county and school taxing units for distribution as provided in subsection 181. 

6 13) The amount equal to 100% of the oil production taxes, including late payment interest and 

7 penalty, collected from working interest owners on production from post-1985 wells occurring during the 

8 first 12 months of production must be distributed as provided in subsection 17). 

9 (4) The amount equal to 100% of the oil production taxes, including late payment interest and 

1 O penalty, collected under [sections 1 through 20] on production from horizontally drilled wells and on the 

11 incremental production from horizontally recompleted wells occurring during the first 18 months of 

12 production must be distributed as provided in subsection (7). 

13 (5) Except as provided in subsection (6), natural gas production taxes must be allocated as follows: 

14 (al The amount equal to 14.6% of the natural gas production taxes, including late payment interest 

15 and penalty, collected under [sections 1 through 20] must be distributed as provided in subsection 17). 

16 (b) The remaining 85.4% of the natural gas production taxes, plus accumulated interest earned on 

17 the amount allocated under this subsection I5)(b). must be deposited in the agency fund in the state 

18 treasury and transferred to the county and school taxing units for distribution as provided in subsection (8). 

19 161 The amount equal to 100% of the natural gas production taxes, including late payment interest 

20 and penalty, collected from working interest owners under [sections 1 through 20] on production from 

21 post-1985 wells occurring during the first 12 months of production must be distributed as provided in 

22 subsection 17). 

23 (7) The department shall, in accordance with the provisions of 15-1-501 (61, distribute the state 

24 portion of oil and natural gas production taxes, including late payment interest and penalty collected, as 

25 follows: 

26 (a) 85% to the state general fund; 

27 (bl 4.3% to the state special revenue fund for the purpose of paying expenses of the board as 

28 provided in 82-11-135; and 

29 (cl 10.7% to be distributed as provided by 15-38-106(21. 

30 (8) (a) For the purpose of distribution of the oil and natural gas production taxes from pre-1985 
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wells, the department shall each calendar quarter adjust the unit value determined under this subsection 

2 18) according to the ratio that the oil and natural gas production taxes from pre-1985 wells collected during 

3 the calendar quarter for which the distribution occurs plus penalties and interest on delinquent oil and 

4 natural gas production taxes from pre-1985 wells bears to the total liability for the oil and natural gas 

5 production taxes from pre-1985 wells for the quarter for which the distribution occurs. The amount of oil 

6 and production taxes distributions must be calculated and distributed as follows: 

7 (i) By the dates referred to in subsection (9). the department shall calculate and distribute to each 

8 eligible county the amount of oil and natural gas production taxes from pre-1985 wells for the quarter, 

9 determined by multiplying the unit value, as adjusted in this subsection (8)(a). by the units of production 

10 on which oil and natural gas production taxes from pre-1985 wells were owed for the calendar quarter for 

11 which the distribution occurs. 

1 2 (ii) Any amount by which the total tax liability exceeds or is less than the total distributions 

13 determined in subsection (8)(a) must be calculated and distributed in the following manner: 

14 (A) The excess amount or shortage must be divided by the total distribution determined for that 

15 period to obtain an excess or shortage percentage. 

16 (B) The excess percentage must be multiplied by the distribution to each taxing unit, and this 

17 amount must be added to the distribution to each respective taxing unit. 

18 (C) The shortage percentage must be multiplied by the distribution to each taxing unit, and this 

19 amount must be subtracted from the distribution to each respective taxing unit. 

20 lb) Except as provided in subsection (B)lc), the county treasurer shall distribute the money received 

21 under subsection 19) from pre-1985 wells to the taxing units that levied mills in fiscal year 1990 against 

22 calendar year 1988 production in the same manner that all other property tax proceeds were distributed 

23 during fiscal year 1990 in the taxing unit, except that a distribution may not be made to a municipal taxing 

24 unit. 

25 le) The board of county commissioners of a county may direct the county treasurer to reallocate 

26 the distribution of oil and natural gas production tax money that would have gone to a taxing unit, as 

27 provided in subsection (B)(b), to another taxing unit or taxing units, other than an elementary school or high 

28 school, within the county under the following conditions: 

29 (i) The county treasurer shall first allocate the oil and natural gas production taxes to the taxing 

30 units within the county in the same proportion that all other property tax proceeds were distributed in the 
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county in fiscal year 1990. 

2 (ii) If the allocation in subsection (B)(c)(i) exceeds the total budget for a taxing unit, the 

3 commissioners may direct the county treasurer to allocate the excess to any taxing unit within the county. 

4 (d) The board of trustees of an elementary or high school district may reallocate the oil and natural 

5 gas production taxes distributed to the district by the county treasurer under the following conditions: 

6 (i) The district shall first allocate the oil and natural gas production taxes to the budgeted funds 

7 of the district in the same proportion that all other property tax proceeds were distributed in the district in 

8 fiscal year 1990. 

9 (ii) If the allocation under subsection (8)(d)(i) exceeds the total budget for a fund, the trustees may 

1 0 allocate the excess to any budgeted fund of the school district. 

11 (e) For all production from post-1985 wells and horizontally drilled wells completed after December 

12 31, 1993, the county treasurer shall distribute oil and natural gas production taxes received under 

13 subsections (2)(b) and (5)(b) between county and school taxing units in the relative proportions required 

14 by the levies for state, county, and school district purposes in the same manner as property taxes were 

15 distributed in the preceding fiscal year. 

16 (f) The allocation to the county in subsection (8)(e) must be distributed by the county treasurer in 

17 the relative proportions required by the levies for county taxing units and in the same manner as property 

18 taxes were distributed in the preceding fiscal year. 

19 (g) The money distributed in subsection (8)(e) that is required for the county mill levies for school 

20 district retirement obligations and transportation schedules must be deposited to the funds established for 

21 these purposes. 

22 lh) The oil and natural gas production taxes distributed under subsection (8)(b) that are required 

23 for the 6-mill university levy imposed under 20-25-423 and for the county equalization levies imposed under 

24 20-9-331 and 20-9-333, as those sections read on July 1, 1989, must be remitted by the county treasurer 

25 to the state treasurer. 

26 (i) The oil and natural gas production taxes distributed under subsection (8)(e) that are required for 

27 the 6-mill university levy imposed under 20-25-423, for the county equalization levies imposed under 

28 20-9-331 and 20-9-333, and for the state equalization aid levy imposed under 20-9-360 must be remitted 

29 by the county treasurer to the state treasurer. 

30 (j) The amount of oil and natural gas production taxes remaining after the treasurer has remitted 
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the amounts determined in subsections (8)(h) and I8)(i) is for the exclusive use and benefit of the county 

2 and school taxing units. 

3 (91 The department shall remit the amounts to be distributed in subsection (81 to the county 

4 treasurer by the following dates: 

5 (a) On or before August 1 of each year, the department shall remit to the county treasurer oil and 

6 natural gas production tax payments received for the calendar quarter ending March 31 of the current year. 

7 (b) On or before November 1 of each year, the department shall remit to the county treasurer oil 

8 and natural gas production tax payments received for the calendar quarter ending June 30 of the current 

9 year. 

10 lei On or before February 1 of each year, the department shall remit to the county treasurer oil and 

11 natural gas production tax payments received for the calendar quarter ending September 30 of the previous 

12 year. 

13 Id) On or before May 1 of each year, the department shall remit to the county treasurer oil and 

14 natural gas production tax payments received for the calendar quarter ending December 31 of the previous 

1 5 calendar year. 

16 ( 10) The department shall provide to each county by May 31 of each year the amount of gross 

1 7 taxable value represented by all types of production taxed under [section 41 for the previous calendar year 

18 multiplied by 60%. The resulting value must be treated as taxable value for county classification purposes 

19 and for county bonding purposes. 

20 

21 NEW SECTION. Section 19. Local government severance tax payments for calendar year 1995 

22 production -- distribution of payments -- not subject to 1-105 limitations. ( 11 The local government 

23 severance tax imposed under 15-36-101, as that section read before [the effective date of this act), for 

24 calendar year 1995 production is due as follows: 

25 (a) for oil and natural gas production occurring in the first calendar quarter of 1995, the tax is due 

26 May 31, 1996; 

27 lb) for oil and natural gas production occurring in the second calendar quarter of 1995, the tax is 

28 due May 31, 1997; 

29 (c) for oil and natural gas production occurring in the third calendar quarter of 1995, the tax is due 

30 May 31, 1998; and 
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(d) for oil and natural gas production occurring in the fourth calendar quarter of 1995, the tax is 

2 due May 31, 1999. 

3 12) (al If the taxpayer pays the entire local government severance tax liability for calendar year 

4 1995 on or before June 30, 1996, the taxpayer must receive a 6 % reduction in the total local government 

5 severance tax liability. 

6 (bl Any payment of local government severance taxes for calendar year 1995 made on or before 

7 June 30, 1997, does not accrue interest. Any payment of local government severance taxes for calendar 

8 year 1995 made after June 30, 1997, must accrue interest at the rate of 1 % a month or fraction of a 

9 month from July 1, 1997, to the date of payment. Any payment for the third quarter of 1995 received after 

10 May 31, 1998, and any payment for the fourth quarter of 1995 received after May 31, 1999, is subject 

11 to the late payment penalty provisions in [section 8]. 

12 (cl In the case of the dissolution of the operator or a change in the operator of any lease or unit, 

13 any unpaid local government severance tax for calendar year 1995 becomes due on the date of dissolution 

14 or on the date of the change in operator. The operator is subject to the provisions of subsection (2)(a) 

15 regarding the 6% tax liability reduction or the provisions of subsection (2)(b) regarding interest and 

16 penalties. 

17 (31 The department shall determine the amount of tax collected under subsections (11 and 121 from 

18 within each taxing unit. 

19 (4) For purposes of the distribution of local government severance taxes collected under this 

20 section, the department shall use the unit value of oil and gas for each taxing unit as determined in [section 

21 17]. 

22 (5) The local government severance tax must be deposited in the agency fund in the state treasury 

23 and transferred to the county for distribution as provided in subsection 16). 

24 (6) For the purpose of the distribution of the local government severance tax for calendar year 

25 1995 production, the department shall adjust the unit value determined under this section according to the 

26 ratio that the local government severance taxes collected during the quarters for which the distribution 

27 occurs plus penalties and interest on delinquent local government severance taxes bears to the total liability 

28 for local government severance taxes for the quarters for which the distribution occurs. The taxes must 

29 be calculated and distributed as follows: 

30 (a) By July 31 of each of the years 1996, 1997, 1998, and 1999, the department shall calculate 
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and distribute to each eligible county the amount of local government severance tax for calendar year 1995 

2 production, determined by multiplying the unit value, as adjusted in this subsection (6), by the units of 

3 production on which the local government severance tax was owed during calendar year 1995 production. 

4 (b) Any amount by which the total tax liability exceeds or is less than the total distributions 

5 determined in subsection (6)(a) must be calculated and distributed in the following manner: 

6 (i) The excess amount or shortage must be divided by the total distribution determined for that. 

7 period to obtain an excess or shortage percentage. 

8 Iii) The excess percentage must be multiplied by the distribution to each taxing unit, and this 

9 amount must be added to the distribution to each respective taxing unit. 

10 (iii) The shortage percentage must be multiplied by the distribution to each taxing unit, and this 

11 amount must be subtracted from the distribution to each respective taxing unit. 

12 (7) (al The county treasurer shall distribute the money received under subsection (6) between the 

13 county and school taxing units. The distribution between county and school taxing units is the ratio of the 

14 number of mills levied for fiscal year 1990 against 1988 production in each taxing unit for the county and 

15 schools, including the county equalization levies that were in effect under 20-9-331 and 20-9-333 as those 

16 sections read on July 1, 1989, and the university 6-mill levy imposed under 20-25-423, except that a 

17 distribution may not be made to a municipal taxing unit or the state equalization aid levy imposed under 

18 20-9-360. Distribution of money for the county equalization levies and the university levy must be remitted 

19 to the state by the county treasurer. The amounts distributed under subsections (7llbl and (7)(c) are for 

20 the exclusive use of county and school taxing units. 

21 (b) The county treasurer shall deposit the money from subsection (7)(a) allocated to county levies 

22 to the oil and gas tax accelerated fund. 

23 (c) The trustees of a school district may allocate any payment received under subsection (7)(a) to 

24 any budget fund of the district or to the miscellaneous programs fund established in 20-9-507. The 

25 trustees shall direct the county treasurer to deposit the local government severance tax payments under 

26 this section to the funds of the district in accordance with the allocations determined by the trustees. 

27 (8) Local government severance tax payments to county taxing units pursuant to this section are 

28 not subject to the limitations of Title 15, chapter 10, part 4. Payments of local government severance tax 

29 pursuant to this section may not be used for county classification purposes under 7-1-2111 and may not 

30 be considered in the determination of bonding limits under 7-7-2101, 7-7-2203, 7-14-2524, and 
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7-16-2327. 

2 

3 NEW SECTION. Section 20. Oil and natural gas accelerated tax fund. (11 The county 

4 commissioners of a county that receives tax distributions under [section 19] shall establish an oil and 

5 natural gas accelerated tax fund for the deposit of the distributions. The county commissioners may retain 

6 the money in the fund for any time period considered appropriate by the commissioners. Money retained 

7 in the fund may not be considered as fund balance for the purpose of reducing mill levies. 

8 (2) Money may be expended from the fund for any purpose allowed by law. 

9 (3) Money in the fund must be invested as provided by law. Interest and income earned on the 

10 investment of money in the fund must be credited to the fund. 

11 (4) The oil and natural gas accelerated tax fund must be financially administered as a nonbudgeted 

12 fund under the provisions of Title 7, chapter 6, part 23. 

13 

14 Section 21. Section 7-1-2111, MCA, is amended to read: 

15 "7-1-2111. Classification of counties. (1) For the purpose of regulating the compensation and 

16 salaries of all county officers, not otherwise provided for, and for fixing the penalties of officers' bonds, 

17 the counties of this state must be classified according to that 13eroeAta§e ef the true aAd full the taxable 

18 valuation of the property in the counties upon which the tax levy is made, except for vehicles subject to 

19 taxation under 61-3-504(2), as follows: 

22 

23 

24 

25 

26 

27 

28 

29 

30 

(a) first class--all counties having a taxable valuation of $50 million or over; 

(b) second class--all counties having a taxable valuation of more than $30 million and less than $50 

million; 

(c) third class--all counties having a taxable valuation of more than $20 million and less than $30 

million; 

(di fourth class--all counties having a taxable valuation of more than $15 million and less than $20 

million; 

(e) fifth class--all counties having a taxable valuation of more than $1 O million and less than $1 5 

million; 

(f) sixth class--all counties having a taxable valuation of more than $5 million and less than $1 O 

million; 
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(g) seventh class--all counties having a taxable valuation of less than $5 million. 

2 (2) As used in this section, taxable valuation means the taxable value of taxable property in the 

3 county as of the time of determination plus: 

4 (a) that portion of the taxable value of the county on December 31, 1981, attributable to 

5 automobiles and trucks having a rated capacity of three-quarters of a ton or less; 

6 (bl that portion of the taxable value of the county on December 31 , 1989, attributable to 

7 automobiles and trucks having a rated capacity of more than three-quarters of a ton but less than or equal 

8 to 1 ton; 

9 (c) the amouAt of ta>rns levied OR now prodt1etion, produetion from horizontally oompleted wells, 

10 and ineremontal produetion, as provided in 16 23 607, divided 13y the appropriate ta11 rates deseril3ed in 

11 16 23 607(2)(a). (2)(13), or (2){e) and FAultipliod 13y 60% the value provided by the department of revenue 

12 under [section 18( 10)]; and 

13 (d) the aFAount of valt1e represented B'f now production or production froFA horizontally eornpleted 

14 wells exempted from tax as provided in 1 e 23 612 multiplied b•f 60%, 13lus the value of any other 

15 produetion oeeurring after Doeombor a 1, 1988, multiplied b1,1 60%; and 

16 M 6% of the taxable value of the county on January 1 of each tax year." 

17 

18 Section 22. Section 7-7-2101, MCA, is amended to read: 

19 "7-7-2101. limitation on amount of county indebtedness. ( 1) A county may not become indebted 

20 in any manner or for any purpose to an amount, including existing indebtedness, in the aggregate exceeding 

21 23% of the total of the taxable value of the property in the county subject to taxation, plus the amount of 

22 ta11es levied on new produetion, production from horizontally eoAlpleted wells, and inereA1ental produetion 

23 divided by the appro13riate tall rates doseril3od in 16 23 607(2)(a), (2)(b), or (2)(e) ans A1ulti13lied by 60%, 

24 plus the aA1ount of ·,alue re13resented by ne·,v production and produetion from hori2ontall1,• eomplotod •,•,•ells 

25 e1EeA1ptod froFA ta11 as pro~•ided in 16 23 612 A'1Ultiplied 13y 60%, plus the value of an',' ether produetion 

26 oeeurring after DeeeA1ber 31, 188B, FAultiplied b>y1 60% value provided by the department of revenue in 

27 [section 18(1 0)j, as ascertained by the last assessment for state and county taxes previous to the incurring 

28 of the indebtedness. 

29 (2) A county may not incur indebtedness or liability for any single purpose to an amount exceeding 

30 $500,000 without the approval of a majority of the electors of the county voting at an election to be 
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provided by law, except as provided in 7-21 -341 3 and 7-21-3414. 

2 (3) This section does not apply to the acquisition of conservation easements as set forth in Title 

3 76, chapter 6." 

4 

5 Section 23. Section 7-7-2203, MCA, is amended to read: 

6 "7-7-2203. Limitation on amount of bonded indebtedness. (11 Except as provided in subsections 

7 (2) through (4), a county may not issue general obligation bonds for any purpose that, with all outstanding 

8 bonds and warrants except county high school bonds and emergency bonds, will exceed 11.25% of the 

9 total of the taxable value of the property in the county, plus the amount of talEes levied on 110·,v production, 

1 O production from horizontall~· completed wells, and inoremcntal produetion divided by the appropriate taJE 

11 rates dcsoribcd in 16 23 607(2)(a), I2)(bl, or (2)(e) and multiplied by 60%, plus the amsunt sf 11alue 

12 represented by ne••• produetisn and produetisn from horizontally eomplcted wells eirnmpted frsm taJE as 

13 prsvidcd in 16 23 612 multiplied by 609~. ph,is the ,•alus sf any other produotion occurring after December 

14 31, 1888, multiplies 8'( 60% ·1alue provided by the department of revenue under !section 18( 10)], to be 

15 ascertained by the last assessment for state and county taxes prior to the proposed issuance of bonds. 

16 (21 In addition to the bonds allowed by subsection 11 I, a county may issue bonds that, with all 

17 outstanding bonds and warrants, will not exceed 27. 75 % of the total of the taxable value of the property 

18 in the county subject to taxation, plus the i!ffIBilllt of ta>(es le~•ied on new production, prsduotion from 

19 horizontall•f completed wells, and inoremcntal prsduotion divided av the appropriate taH rates described in 

20 16 23 e07(2)(a), (2)113), er (2)Ie) and multiplied b•( 60%, plus tho amsunt sf value represented sv new 

21 prsdustien and prsduetien frsm horizontal I•( eomploted wells elrnmpted from tal( as prsvided in 16 23 €i 12 

22 multiplied b~· 60% value provided by the department of revenue under [section 18( 10)), when necessary 

23 to do so, plus the value of any other produotion ooi;urring after Deeember 31, 1888, fl'lultipliod by €i0% for 

24 the purpose of acquiring land for a site for county high school buildings and for erecting or acquiring 

25 buildings on the site and furnishing and equipping the buildings for county high school purposes. 

26 13) In addition to the bonds allowed by subsections ( 1 I and (2), a county may issue bonds for the 

27 construction or improvement of a jail that will not exceed 12.5% of the taxable value of the property in the 

28 county subject to taxation. 

29 141 The limitation in subsection I 11 does not apply to refunding bonds issued for the purpose of 

30 paying or retiring county bonds lawfully issued prior to January 1, 1932, or to bonds issued for the 
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repayment of tax protests lost by the county." 

2 

3 Section 24. Section 7-14-2524, MCA, is amended to read: 

LC0915.01 

4 "7-14-2524. Limitation on amount of bonds issued -- excess void. (1) Except as otherwise 

5 provided in 7-7-2203, 7-7-2204, and this section, a county may not issue bonds that, with all outstanding 

6 bonds and warrants except county high school bonds and emergency bonds, will exceed 11.25% of the 

7 total of the taxable value of the property in the county, plus the arnouAt of ta1<es le•.-iea aA A0'N proauotiaA, 

8 produetioA frorn hori20Rtally eornpleted wells, aRd iAsrerneAtal proauetioR divided b•r the appropriate tax 

9 rates aesoribed iR Hi 23 607(2)(a), (2)(b), or (2)1e) aRd FRultipliod b·r 60%, plus tlclo aFROURt of value 

1 O represeRted b•r Rew produetiaR aAd produetioA fram lclori20Rtally eoFRpleted wells exempted from tax as 

11 provides iR 1 e 23 612 multiplied by 60%, plus tho ~•alua of aRy otlcler produetiaR oeourriR§ after Doeernbor 

1 2 31, 1988, multiplied by 60% ·,alue provided by the department of revenue under [section 18(10) J. The 

13 taxable property and the amount of taxes levied on new production, production from horizontally completed 

14 wells, and incremental production must be ascertained by the last assessment for state and county taxes 

15 prior to the issuance of the bonds. 

16 ( 2) A county may issue bonds that, with all outstanding bonds and warrants except county high 

17 school bonds, will exceed 11.25% but will not exceed 22.5% of the total of the taxable value of the 

18 property, plus tho arnouRt of taxes le•,ied oR Rew prod1:1stioA, produetioA frorn lclori20Atall1• sornploted ,...,ells, 

19 and iRorerneRtal produstiaR divided by the appropriate taic rates deseribed in Hi 23 607(2)1a), (2)(b), er 

20 (2) le) and multiplied by 60%, pl1:1s tlcle arnaunt of value represented by new proa1:1etien aAd production frorn 

21 heri2entally eernpleted wells eirnmptea from ta>E as provided in 1 e 23 612 rnultiplied by 60%, plus the 'o'alue 

22 af aRy ether production ooe1:1rriR§ after Deeernber 31, 1088, rn1:1ltipliea by 60% value provided by the 

23 department of revenue under [section 18( 10)) when necessary for the purpose of replacing, rebuilding, or 

24 repairing county buildings, bridges, or highways that have been destroyed or damaged by an act of God 

25 or by a disaster, catastrophe, or accident. 

26 (3) The value of the bonds issued and all other outstanding indebtedness of the county, except 

27 county high school bonds, may not exceed 22.5% of the total of the taxable value of the property within 

28 the county, plus the arnouRt of ta1ces levied OR new preauetioA, prOdl:l(,tioA frorn lclori20Atally eoFRpleted 

29 wells, and iAerernental prea1:1etion divided b•,· tlcle appropriate ta* rates describes iA 1 e 23 607(2)(a), 12)(b), 

30 or 12)(e) and rn1:1ltipliee by 609<., plus the amouRt of ,,.al1:1e represented by new proa1:1otioR aAd produetioR 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

frsFR horizontally coFRpleted wells mwFRpted freFR ta11 as pro.,.ided in 1 e 23 €i12 FRultipliod by €i0%, plus 

tho value of an~• ether produetisn seeurring after DeeeFRbor 31, 1988, FRultiplier.l by €i0% value provided 

by the department of revenue under [section 18(1 0)j, as ascertained by the last preceding general 

assessment." 

Section 25. Section 7-14-2525, MCA, is amended to read: 

"7-14-2525. Refunding agreements and refunding bonds authorized. I 1) Whenever the total 

indebtedness of a county exceeds 22.5% of the total of the taxable value of the property therein, plus the 

aFRount of taxes levied on new produetion, production fro FR horizontal I~• eoFRpleted wells, and inereFRental 

produetion di'o'ided by the appropriate taic rates described in 16 23 €i0712)1a), (2)(b), or (2)(c) and FRultiplied 

by €i0%, plus the aFRount of value represented by new produetion and produetion froFR horizontally 

eoFRpleted wells eiceFRpted froFR taic as provided in 16 23 €i12 FRultiplied by €i0%, plus the value of any 

other produetion oeeurring after DeeeFRber 31, 1988, FRultiplied by €i0% value provided by the department 

of revenue under (section 18( 1 O)], and the board determines that the county is unable to pay the 

indebtedness in full, the board may: 

la) negotiate with the bondholders for an aureement whereby the bondholders agree to accept less 

than the full amount of the bonds and the accrued unpaid interest in satisfaction of the bonds; 

lb) enter into the agreement; 

le) issue refunding bonds for the amount agreed upon. 

12) These bonds may be issued in more than one series, and each series may be either amortization 

or serial bonds. 

13) The plan agreed upon between the board and the bondholders must be embodied in full in the 

resolution providing for the issuance of the bonds." 

25 Section 26. Section 7-16-2327, MCA, is amended to read: 

26 "7-16-2327. Indebtedness for park purposes. 11 l Subject to the provisions of subsection (2), a 

27 county park board, in addition to powers and duties now given under law, has the power and duty to 

28 contract an indebtedness in behalf of a county, upon the credit of the county, for the purposes of 

29 7-16-2321 (1 land (2). 

30 12) (al The total amount of indebtedness authorized to be contracted in any form, including the 
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then-existing indebtedness, may not at any time exceed 13% of the total of the taxable value of the taxable 

2 property in the county, plus the aA'lount of taxes levies on new prosuotion, prosuetion froA'I horizontally 

3 coA'lpletea wells, ans inereA'lental presuetien si·,isos by the appropriate tai1 rates seseribea in 

4 16 23 €l07(2)(a), (2Hb), or (2)(e) ans fflultiplies 13y €l0%, plus the afflount of value reprosentes 13y new 

5 prosuetion ans prosuetion froffl horizontally oofflpletes ,,,.•ells exefflptea freffl tai, as provisos in 16 23 €l12, 

6 plus the ·,•alue of an·,• ether produetien eeeurring after Deeefflbor 31, 19B8, fflultiplied by €l0% value 

7 provided by the department of revenue under [section 18( 1 O)j, ascertained by the last assessment for state 

8 and county taxes previous to the incurring of the indebtedness. 

9 (bl Money may not be borrowed on bonds issued for the purchase of lands and improving the land 

1 O for any purpose until the proposition has been submitted to the vote of those qualified under the provisions 

11 of the state constitution to vote at the election in the affected county and a majority vote is cast in favor 

12 of the bonds." 

13 

14 Section 27. Section 15-1-501, MCA, is amended to read: 

15 "15-1-501. Disposition of money from certain designated license and other taxes. (1) The state 

16 treasurer shall deposit to the credit of the state general fund in accordance with the provisions of 

17 subsection (6) all money received from the collection of: 

18 la) fees from driver's licenses, motorcycle endorsements, and duplicate driver's licenses as 

19 provided in 61-5-121; 

20 lb) electrical energy producer's license taxes under chapter 51; 

21 (c) severanee taxes alleeated to tho general fund under ehaptor 3€l; 

22 W+(.<J liquor license taxes under Title 16; 

23 tetiill. telephone company license taxes under chapter 53; and 

24 t#M inheritance and estate taxes under Title 72, chapter 16. 

25 (2) All money received from the collection of income taxes under chapter 30 of this title must, in 

26 accordance with the provisions of subsection (6), be deposited as follows: 

27 (a) 91.3% of the taxes to the credit of the state general fund; 

28 (bl 8.7% of the taxes to the credit of the debt service account for long-range building program 

29 bonds as described in 17-5-408; and 

30 le) all interest and penalties to the credit of the state general fund. 
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(3) All money received from the collection of corporation license and income taxes under chapter 

2 31 of this title, except as provided in 15-31-702, must, in accordance with the provisions of subsection 

3 (6), be deposited as follows: 

4 (a) 89. 5 % of the taxes to the credit of the state general fund; 

5 (bl 10.5% of the taxes to the credit of the debt service account for long-range building program 

6 bonds as described in 17-5-408; and 

7 (c) all interest and penalties to the credit of the state general fund. 

8 (4) The department of revenue shall also deposit to the credit of the state general fund all money 

9 received from the collection of license taxes, fees, and all net revenues and receipts from all other sources 

1 O under the operation of the Montana Alcoholic Beverage Code. 

11 (5) After the distri13utien 13revided fer iFi 16 36 112, the reA1ainder ef the eil se•;erance tax 

12 eelleotiens Oil and natural gas production taxes allocated under (section 18(7)(a)] must be deposited in the 

13 general fund. 

14 (6) Notwithstanding any other provision of law, the distribution of tax revenue must be made 

15 according to the provisions of the law governing allocation of the tax that were in effect for the period in 

16 which the tax revenue was recorded for accountin!J purposes. Tax revenue must be recorded as prescribed 

17 by the department of administration, pursuant to 17-1-102(2) and (5), in accordance with generally 

18 accepted accounting principles. 

19 (7) All refunds of taxes must be attribut,~d to the funds in which the taxes are currently being 

20 recorded. All refunds of interest and penalties must be attributed to the funds in which the interest and 

21 penalties are currently being recorded." 

22 

23 Section 28. Section 15-6-208, MCA, is amended to read: 

24 "15-6-208. Mineral exemptions. ( 1) One-half of the contract sales price of coal sold by a coal 

25 producer who extracts less than 50,000 tons of c:oal in a calendar year is exempt from taxation. 

26 (2) Metal mines producing less than 20,000 tons of ore in a taxable year are exempt from property 

27 taxation on one-half of the merchantable value. 

28 (3) fa) ~Jew 13reduetien, as defined in 16 ;13 601, is exeA113t freA1 taHatien fer the first 12 A1enths 

29 ef 13roduetion as 13rovidod in 16 23 612. 

30 (13) Preduetien freA1 heri;zentallv eeA113leted wells, as defines in 16 23 e01, is exeA113t freA1 ta>wtien 
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far tl=la first 1 a montl=ls af preEluetion as pre11iEleEl in 1 e 23 612. 

2 f4+Jl.J. The first 1,000 tons of travertine and building stone extracted from a mine in a tax year are 

3 exempt from property taxation." 

4 

5 Section 29. Section 15-16-102, MCA, is amended to read: 

6 "15-16-102. Time for payment -- penalty for delinquency. Except as provided in 1 5-16-802 and 

7 1 5-16-803 and unless suspended or canceled under the provisions of Title 1 5, chapter 24, part 1 7, all taxes 

8 levied and assessed in the state of Montana, except assessments made for special improvements in cities 

9 and towns payable under 15-16-103 anEI assessments maEle on interim proeluetion anEI now proEluetion as 

1 O pro•;iEleEl in Title 1 e, el=lapter 23, part 6, anEI payal3Ie unEler 1 e 16 121, sl=lall 13e are payable as follows: 

11 11) One-half of the taxes are payable on or before 5 p.m. on November 30 of each year or within 

12 30 days after the tax notice is postmarked, whichever is later, and one-half are payable on or before 5 p.m. 

13 on May 31 of each year. 

14 (21 Unless one-half of the taxes are paid on or before 5 p.m. on November 30 of each year or 

15 within 30 days after the tax notice is postmarked, whichever is later, tRO-ft the amount se payable s-Aall 

16 sesame).§. delinquent and sl=lall Elraw draws interest at the rate of 5/6 of 1 % ~ 5! month from and after 

17 the delinquency until paid and 2% s-Aall must be added to the delinquent taxes as a penalty. 

18 13) All taxes due and not paid on or before 5 p.m. on May 31 of each year shall be are delinquent 

19 and s-Aall draw interest at the rate of 5/6 of 1 % ~ 5! month from and after the delinquency until paid and 

20 2% s+iaH must be added to the delinquent taxes as a penalty. 

21 (4) If the date on which taxes are due falls on a holiday or Saturday, taxes may be paid without 

22 penalty or interest on or before 5 p.m. of the next business day in accordance with 1-1-307. 

23 (5) A taxpayer may pay flis current year taxes without paying delinquent taxes. The county 

24 treasurer ffttffit shall accept a partial payment equal to the delinquent taxes, including penalty and interest, 

25 for one or more full taxable years, provided both halves of the current tax year have been paid. Payment 

26 of taxes for delinquent taxes must be applied to the taxes that have been delinquent the longest. The 

27 payment of the current tax year is not a redemption of the property tax lien for any delinquent tax year. 

28 (6) The penalty and interest on delinquent assessment payments for specific parcels of land may 

29 be waived by resolution of the city council. A copy of the resolution must be certified to the county 

30 treasurer." 
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Section 30. Section 15-23-103, MCA, is amended to read: 

2 "15-23-103. Due date of reports and returns -- extensions. 11) Except as provided in subsection 

3 12) ar1d 15 23 602, each report or return described in 15-23-301, 15-23-402, 15-23-502, 15-23-701, or 

4 15-23-517 must be delivered to the department on or before March 31 each year. 

5 12) Each report or return tor a natural gas or oil pipeline described in 15-23-301 must be delivered 

6 to the department on or before April 15 each year. 

7 131 Each report described in 15-23-201, 15-23-212, 15-23-515, or 15-23-516 must be delivered 

8 to the department before April 1 5 each year. 

9 14) The department may for good cause extend the time for tiling a return or report for not more 

10 than 30 days." 

1 1 

12 Section 31. Section 15-23-104, MCA, is amended to read: 

1 3 "15-23-104. Failure to file -- estimate by department -- penalty. I 1 I If any person fails to tile a 

14 report or return within the time established in 15-23-103 or by a later date approved by the department, 

1 5 the department shall estimate the value of the property that should have been reported on the basis of the 

16 best available information. In estimating the value of the net proceeds of mines, the department shall 

1 7 proceed under 15-23-506, and in estimating the value of the gross proceeds of coal mines, the department 

18 shall proceed under 15-35-107. In estimating the value of all other property subject to assessment under 

19 parts 2 through 4 of this chapter, the department shall proceed under 15-1-303. In estimating value under 

20 this section, the department may subpoena a person or the person's agent as specified in 15-1-302. An 

21 assessment pursuant to parts 5L through 7, and 13 of this chapter based on estimated value or imputed 

22 value is subject to review under 15-1-211. For each month or part of a month that a report is delinquent, 

23 the department shall impose and collect a $25 penalty, with the total not to exceed $200, and shall deposit 

24 the penalty to the credit of the general fund. The department shall assess a penalty of 1 % of the tax due 

25 for each month or part of a month that the report is delinquent. The department shall notify the county 

26 treasurer of each affected county of the amount of the penalty, and the treasurer shall collect the penalty 

27 in the same manner as the taxes to which the penalty applies. 

28 (2) For a delinquency in reporting under 1 !:i-23-212, the department shall assess a penalty of 1 % 

29 of the tax due for each month or part of a month "that the report is delinquent." 

30 
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Section 32. Section 15-23-106, MCA, is amended to read: 

2 "15-23-106. Report to the counties. ( 1) On or before July 1, the department shall prepare for each 

3 county a statement listing: 

4 (a) the assessed value of railroad property, as determined under 15-23-202, apportioned to the 

5 county, including the length or other description of the property; 

6 (bl the assessed value of utility property, as determined under 15-23-303, apportioned to the 

7 county, including the length or other description of the property; 

8 (cl the assessed value of property of airline companies, as determined under 15-23-403, 

9 apportioned to the county; 90% of the value of the property of airline companies apportioned to any county 

10 by reason of a state airport being located in the county must be stated separately from the remaining 

11 assessed value of the property of airline companies apportioned to the county; 

12 (d) the assessed value of the net proceeds and royalties from mines aAa eil aAa § □ S wells in the 

13 county, as determined under 15-23-503, 15-23-505, 15-23-515, 15-23-516, and 15-23-517, 16 2.l eOa, 

14 □Ad 16 2a e06; and 

15 (e) the assessed value of the gross proceeds from coal mines, as described in 1 5-23-701. 

16 (2) The department shall enter the reported assessed values in the property tax record for the 

17 county." 

18 

19 Section 33. Section 15-23-115, MCA, is amended to read: 

20 "15-23-115. Interest. If the department determines that a taxpayer has incorrectly reported a value 

21 under 15-23-502, 15-23-515, 15-23-516, 15-23-517, 16 23 e02, 15-23-701, or 15-23-802 and if an 

22 additional tax is due, there must be added to the tax until paid in full interest at the rate of 1 % a month or 

23 fraction of a month from the date the original tax was due and payable. A taxpayer subject to imposition 

24 of interest pursuant to this section is not subject to the penalty and interest provisions contained in 

25 15-16-102." 

26 

27 Section 34. Section 15-38-105, MCA, is amended to read: 

28 "15-38-105. Report of gross yield from mines. A person who engages in or carries on the business 

29 of mining, extracting, or producing a mineral from any quartz vein or lode, placer claim, dump or tailings, 

30 or other place or source shall file an annual statement of gross yield of the mineral from each mine owned 
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or worked by that person during the calendar year. This statement must be in the form prescribed by the 

2 department and sl=!all must be signed by the person or the manager, superintendent, agent, president, or 

3 vice-president of the corporation, association, or partnership, if any. Metal producers shall deliver the 

4 statement to the department on or before March 31 following the end of the calendar year. Mineral 

5 producers, ineluding oil and gas produeefs, shall deliver the statement to the department on or before the 

6 60th day following the end of the calendar year. The statement sl=!all must show the following: 

7 ( 1} the name and address of the owner or lessee or operator of the mine; 

8 (2) the description and location of the mine; 

9 (3) the quantity of minerals extracted, produced, and treated or sold from the mine during the 

10 period covered by the statement; 

11 (4) the amount and character of the mineral and the total yield of the mineral from the mine In 

12 constituents of commercial value; that is to say, the number of ounces of gold or silver, pounds of copper 

13 or lead, tons of coal, i3arrels of petfoleuFA Of othef OFude of FAinernl oil, eui3ie foot of natuf□ I gas, or other 

14 commercially valuable constituents of the ores or mineral products or deposits yielded to the person 

15 engaged in mining measured by standard units of measurement; 

16 (5) the gross yield or value in dollars and cents." 

17 

18 Section 35. Section 15-38-121, MCA, is amended to read: 

19 "15-38-121. Certain royalties exempt. Exempt from taxation are royalties received by: 

20 ( 1) an Indian tribe with respect to on reservation oil and gas mineial production pursuant to a lease 

21 entered into under the Indian Mineral Leasing Act of 1938 f,25 U.S.C. 396a-396g (198311; 

22 (2) the United States as trustee for individual Indians; and 

23 (3) the United States, the state of Montana, or a county or municipal government." 

24 

25 Section 36. Section 15-38-202, MCA, is amended to read: 

26 . "15-38-202. (Temporary) Investment of r,~source indemnity trust fund -- expenditure -- minimum 

27 balance. ( 1 I All money paid into the resource indernnity trust fund, including money payable into the fund 

28 under the provisions of 15-37-117, must be invested at the discretion of the board of investments. All the 

29 net earnings accruing to the resource indemnity trust fund must annually be added to the trust fund until 

30 it has reached the sum of $10 million. Thereafter, only the net earnings may be appropriated and expended 
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until the fund reaches $100 million. Thereafter, all net earnings and all receipts must be appropriated by 

2 the legislature and expended, provided that the balance in the fund may never be less than $100 million. 

3 (2) (a) At the beginning of each biennium, there is allocated from the interest income of the 

4 resource indemnity trust fund: 

5 (i) an amount not to exceed $175,000 to the environmental contingency account pursuant to the 

6 conditions of 75-1-1101; 

7 (ii) an amount not to exceed $50,000 to the oil and gas production damage mitigation account 

8 pursuant to the conditions of 82-11-161 ; 

9 (iii) beginning in fiscal year 1995, $240,000, which is statutorily appropriated, as provided in 

10 17-7-502, from the renewable resource grant and loan program state special revenue account to support 

1 1 the operations of the environmental science-water quality instructional programs at northern Montana 

12 college to be used for support costs, for matching funds necessary to attract additional funds to further 

13 expand statewide impact, and for enhancement of the facilities related to the programs; 

14 (iv) $1,025,000 to be deposited into the renewable resource grant and loan program state special 

15 revenue account, created by 85-1-604, for the purpose of making grants; 

16 (v) $2,200,000 to be deposited into the reclamation and development grants state special revenue 

17 account, created by 90-2-1104, for the purpose of making grants; and 

18 (vi) aegiAAiAg iA liseal year 1004, $250,000 to be deposited into the water storage state special 

19 revenue account created by 85-1-631 . 

20 (b) The remainder of the interest income is allocated as follows: 

21 (ii Thirty-eight percent of the interest income of the resource indemnity trust fund must be 

22 allocated to the renewable resource grant and loan program state special revenue account created by 

23 85-1-604. 

24 Iii) Fifteen percent of the interest income of the resource indemnity trust fund must be allocated 

25 to the hazardous waste/CERCLA special revenue account provided for in 75-10-621. 

26 (iii) Forty-one and one-half percent of the interest income from the resource indemnity trust fund 

27 must be allocated to the reclamation and development grants account provided for in 90-2-1104. 

28 (iv) Five and one-half percent of the interest income of the resource indemnity trust fund must be 

29 allocated to the environmental quality protection fund provided for in 75-10-704. 

30 (3) Any formal budget document prepared by the legislature or the executive branch that proposes 
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to appropriate funds from the resource indemnity trust interest account other than as provided for by the 

2 allocations in subsection 12) must specify the amount of money from each allocation that is proposed to 

3 be diverted and the proposed use of the diverted funds. A formal budget document includes a printed and 

4 publicly distributed budget proposal or recommendation, an introduced bill, or a bill developed during the 

5 legislative appropriation process or otherwise during a legislative session. 

6 15-38-202. (Effective July 1, 1995) Investment of resource indemnity trust fund -- expenditure --

7 minimum balance. ( 1) All money paid into the resource indemnity trust fund, including money payable into 

8 the fund under the provIsIons of 15-37-117 and [section 18], must be invested at the discretion of the 

9 board of investments. All the net earnings accruin~1 to the resource indemnity trust fund must annually be 

10 added to the trust fund until it has reached the surn of $10 million. Thereafter, only the net earnings may 

11 be appropriated and expended until the fund reaches $100 million. Thereafter, all net earnings and all 

12 receipts must be appropriated by the legislature and expended, provided that the balance in the fund may 

13 never be less than $100 million. 

14 (2) la) At the beginning of each biennium, there is allocated from the interest income of the 

15 resource indemnity trust fund: 

16 (i) an ,mount not to exceed $175,000 to the environmental contingency account pursuant to the 

1 7 conditions of 75-1-11 01; 

18 (ii) an amount not to exceed $50,000 to the oil and gas production damage mitigation account 

1 9 pursuant to the conditions of 82-11-161; 

20 (iii) be!:JiAAiA!:J iA fiseal year 1995, $240,000, which is statutorily appropriated, as provided in 

21 17-7-502, fr'Jm the renewable resource grant and loan program state special revenue account to support 

22 the operations of the environmental science-water quality instructional programs at northern Montana 

23 college to be used for support costs, for matching funds necessary to attract additional funds to further 

24 expand statewide impact, and for enhancement of the facilities related to the programs; 

25 (iv) beginning in fiscal year 1996, $2 million to be deposited into the renewable resource grant and 

26 loan program state special revenue account, created by 85-1-604, for the purpose of making grants; 

27 Iv) beginning in fiscal year 1996, $3 million to be deposited into the reclamation and development 

28 grants state special revenue account, created by 90-2-1104, for the purpose of making grants; and 

29 !vi) beginning in fiscal year 1996, $500,000 to be deposited into the water storage state special 

30 revenue account created by 85-1-631. 
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(b) The remainder of the interest income is allocated as follows: 

2 (i) Thirty-six percent of the interest income of the resource indemnity trust fund must be allocated 

3 to the renewable resource grant and loan program state special revenue account created by 85-1-604. 

4 (ii) Eighteen percent of the interest income of the resource indemnity trust fund must be allocated 

5 to the hazardous waste/CERCLA special revenue account provided for in 75-10-621. 

6 (iii) Forty percent of the interest income from the resource indemnity trust fund must be allocated 

7 to the reclamation and development grants account provided for in 90-2-1104. 

8 (iv) Six percent of the interest income of the resource indemnity trust fund must be allocated to 

9 the environmental quality protection fund provided for in 75-10-704. 

10 13) Any formal budget document prepared by the legislature or the executive branch that proposes 

11 to appropriate funds from the resource indemnity trust interest account other than as provided for by the 

12 allocations in subsection (2) must specify the amount of money from each allocation that is proposed to 

13 be diverted and the proposed use of the diverted funds. A formal budget document includes a printed and 

14 publicly distributed budget proposal or recommendation, an introduced bill, or a bill developed during the 

1 5 legislative appropriation process or otherwise during a legislative session." 

16 

17 Section 37. Section 17-7-502, MCA, is amended to read: 

18 "17-7-502. Statutory appropriations -- definition -- requisites for validity. (1) A statutory 

19 appropriation is an appropriation made by permanent law that authorizes spending by a state agency 

20 without the need for a biennial legislative appropriation or budget amendment. 

21 (2) Except as provided in subsection 14), to be effective, a statutory appropriation must comply 

22 with both of the following provisions: 

23 (a) The law containing the statutory authority must be listed in subsection (3). 

24 lb) The law or portion of the law making a statutory appropriation must specifically state that a 

25 statutory appropriation is made as provided in this section. 

26 13) The following laws are the only laws containing statutory appropriations: 2-9-202; 2-17-105; 

27 2-18-812; 3-5-901; 5-13-403; 10-3-203; 10-3-312; 10-3-314; 10-4-301; 15-1-111; 15-23-706; 

23 1 5-25-123; 1 5-31-102; 1 e 3e 112; 1 5-31-111; 1 5-38-202; 15-65-121; 1 5- 10-1 01; 16-1-404; 16-1-41 o; 

29 16-1-411; 17-3-106; 17-3-212; 17-5-404; 17-5-424; 17-5-704; 17-5-804; 17-6-101; 17-6-201; 17-6-409; 

30 17-7-304; 18-11-112; 19-2-502; 19-6-709; 19-9-1007; 19-15-101; 19-17-301; 19-18-512; 19-18-513; 
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1 9-1 8-606; 19-19-205; 19-1 9-305; 1 9-19-506; 20-4-1 09; 20-8-111; 20-9-361; 20-26-1403; 20-26-1 503; 

2 23-2 823; 23-5-136; 23-5-306; 23-5-409; 23-5-610; 23-5-612; 23-5-631; 23- 7-301; 23-7-402; 

3 27-12-206; 32-1-537; 37-43-204; 37-51-501; 39-71-503; 39-71-907; 39-71-2321; 39-71-2504; 

4 44-1 2-206; 44-13-102; 50-5-232; 50-40-206; 53-6-150; 53-24-206; 60-2-220; 61-2-107; 67-3-205; 

5 75-11101; 75-5507; 75-5-1108; 75-11-313; 7!3-12-123; 77-1-808; 80-2-103; 80-2222; 80-4-416; 

6 80-11-310; 81-5-111; 82-11-136; 82-11-161; 8[i-1-220; 85-20-402; 90-3-301; 90-4-215; 90-6-331; 

7 90-7-220; 90-9-306; and 90-14-107. 

8 (41 There is a statutory appropriation to pay the principal, interest, premiums, and costs of issuing, 

9 paying, and securing all bonds, notes, or other obligations, as due, that have been authorized and issued 

1 O pursuant to the laws of Montana. Agencies that have entered into agreements authorized by the laws of 

11 Montana to pay the state treasurer, for deposit in accordance with 17-2-101 through 17-2-107, as 

12 determined by the state treasurer, an amount sufl'icient to pay the principal and interest as due on the 

13 bonds or notes have statutory appropriation authority for the payments. (In subsection (3): pursuant to sec. 

14 7, Ch. 567, L. 1991, the inclusion of 19-6-709, terminates upon death of last recipient eligible for 

15 supplemental benefit; and pursuant to sec. 15, Ch. 534, L. 1993, the inclusion of 90-14-107 terminates 

16 July1,1995.)" 

17 

18 Section 38. Section 20-9-104, MCA, is amended to read: 

19 "20-9-104. General fund operating reservE,. (1 I At the end of each school fiscal year, the trustees 

20 of each district shall designate the portion of the general fund end-of-the-year fund balance that is to be 

21 earmarked as operating reserve for the purpose of paying general fund warrants issued by the district from 

22 July 1 to November 30 of the ensuing school fiscal year. Except as provided in subsections (5) and (6), the 

23 amount of the general fund balance that is earmarked as operating reserve may not exceed 10% of the final 

24 general fund budget for the ensuing school fiscal year. 

25 (21 The amount held as operating reserve may not be used for property tax reduction in the manner 

26 permitted by 20-9-141 ( 1 )(b) for other receipts. 

27 (3) Excess reserves as provided in subsection (5) may be appropriated to reduce the BASE budget 

28 levy, the over-BASE budget levy, or the additional levy provided by 20-9-353, except that districts with 

29 a balance on June 30, 1993, in the excess reserve account for Public Law 81-874 funds shall transfer the 

30 June 30, 1993, balance to the impact aid fund established in 20-9-514. 
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(4) Any portion of the general fund end-of-the-year fund balance that is not reserved under 

2 subsection (21 or reappropriated under subsection (3) is fund balance reappropriated and must be used for 

3 property tax reduction as provided in 20-9-141 ( 1) (b). 

4 15) For fiscal year 1994 and subsequent fiscal years, the limitation of subsection I 1) does not apply 

5 when the amount in excess of the limitation is equal to or less than the unused balance of any amount 

6 received: 

7 (a) in settlement of tax payments protested in a prior school fiscal year; 

8 (b) in taxes from a prior school fiscal year as a result of a tax audit by the department of revenue 

9 or its agents; af\6 

1 O (c) in delinquent taxes from a prior school fiscal year; and 

11 (d) as a local government severance tax payment for calendar year 1995 production as provided 

12 in [section 19]. 

13 (6) The limitation of subsection ( 11 does not apply when the amount earmarked as operating 

14 reserve is $10,000 or less." 

15 

16 Section 39. Section 20-9-141, MCA, is amended to read: 

1 7 "20-9-141 . Computation of general fund net levy requirement by county superintendent. ( 1 ) The 

18 county superintendent shall compute the levy requirement for each district's general fund on the basis of 

19 the following procedure: 

20 (a) Determine the funding required for the district's final general fund budget less the sum of direct 

21 state aid and the special education allowable cost payment for the district by totaling: 

22 (i) the district's nonisolated school BASE budget requirement to be met by a district levy as 

23 provided in 20-9-303; and 

24 (ii) any general fund budget amount adopted by the trustees of the district under the provisions 

25 of 20-9-308 and 20-9-353, including any additional funding for a general fund budget that exceeds the 

26 maximum general fund budget. 

27 (b) Determine the money available for the reduction of the property tax on the district for the 

28 general fund by totaling: 

29 (i) general fund balance reappropriated, as established under the provisions of 20-9-104; 

30 (ii) amounts received in the last fiscal year for which revenue reporting was required for each of 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

the following: 

(A) tuition payments for out-of-district pupils under the provisions of 20-5-321 through 20-5-323; 

(8) revenue from property taxes and fees imposed under 23-2-517, 23-2-803, 61-3-504(2), 

61-3-521, 61-3-537, and 67-3-204; 

(Cl net prooeeds ta>ws for new production, produotion from hori2ontally eompleted wells, and 

1Roremental produetion, as defined in 1 s 23 601 oil and natural gas production taxes; 

(DI interest earned by the investment of ~Ieneral fund cash in accordance with the provisions of 

20-9-213(4); 

(El revenue from corporation license taxes collected from financial institutions under the provisions 

of 15-31-702; and 

(Fl any other revenue received during the school fiscal year that may be used to finance the general 

fund, excluding any guaranteed tax base aid; and 

(iii) (Al pursuant to susseetion 14), anticipated re·,enuo frem loeal §B'v'ernment seYeranee ta>ws as 

preYided in 1 s 36 112; and 

fBt pursuant to subsection (4), anticipated revenue from coal gross proceeds under 15-23-703. 

(c) Notwithstanding the provisions of subsection 12), subtract the money available to reduce the 

property tax required to finance the general fund that has been determined in subsection 11 )lb) from any 

general fund budget amount adopted by the trustees of the district, up to the BASE budget amount, to 

determine the general fund BASE budget levy requirement. 

Id) Subtract any amount remaining after the determination in subsection (1 )(c) from any additional 

funding requirement to be met by an over-BASE budget amount, a district levy as provided in 20-9-303, 

and any additional financing as provided in 20-9-353 to determine any additional general fund levy 

requirements. 

(2) The county superintendent shall calculate the number of mills to be levied on the taxable 

property in the district to finance the general fund levy requirement for any amount that does not exceed 

the BASE budget amount for the district by dividing the amount determined in subsection (1 )(c) by the sum 

of: 

(a) the amount of guaranteed tax base aid that the district will receive for each mill levied, as 

29 certified by the superintendent of public instruction; and 

30 (b) the taxable valuation of the district divided by 1,000. 
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(3) The net general fund levy requirement determined in subsections (1 )(c) and (1 )(d) must be 

2 reported to the county commissioners on the fourth Monday of August by the county superintendent as 

3 the general fund net levy requirement for the district, and a levy must be set by the county commissioners 

4 in accordance with 20-9-142. 

5 (4) For each school district, the department of revenue shall calculate and report to the county 

6 superintendent the amount of revenue anticipated for the ensuing fiscal year from loeal go•,<ernment 

7 severanee ta)ces, as 13revided in 1 a 36 112, and frern revenue from coal gross proceeds under 15-23-703." 

8 

9 Section 40. Section 20-9-161, MCA, is amended to read: 

1 O "20-9-161. Definition of budget amendment for budgeting purposes. As used in this title, unless 

11 the context clearly indicates otherwise, the term "budget amendment" for the purpose of school budgeting 

12 means an amendment to an adopted budget of the district for the following reasons: 

1 3 ( 1) an increase in the enrollment of an elementary or high school district that is beyond what could 

14 reasonably have been anticipated at the time of the adoption of the budget for the current school fiscal year 

15 whenever, because of the enrollment increase, the district's budget for any or all of the regularly budgeted 

16 funds does not provide sufficient financing to properly maintain and support the district for the entire 

17 current school fiscal year; 

18 ( 2) the destruction or impairment of any school property necessary to the maintenance of the 

19 school, by fire, flood, storm, riot, insurrection, or act of God, to an extent rendering school property unfit 

20 for its present school use; 

21 (3) a judgment for damages against the district issued by a court after the adoption of the budget 

22 for the current year; 

23 (4) an enactment of legislation after the adoption of the budget for the current year that imposes 

24 an additional financial obligation on the district; 

25 (5) the receipt of: 

26 (al a settlement of taxes protested in a prior school fiscal year; ef 

27 (bl taxes from a prior school fiscal year as the result of a tax audit by the department of revenue 

28 or its agents; ef 

29 (cl delinquent taxes from a prior school fiscal year; aM or 

30 (d) local government severance tax payments for calendar year 1995 production as provided in 
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[section 19(7) J; and 

2 1&.J. a determination by the trustees that it is necessary to expend all or a portion of the taxes 

3 received under subsection (5}1a), I5){b), 8f (5)(c),..QJ:...lliJ..(.ill for a project or projects that were deferred from 

4 a previous budget of the district as a result of the protested taxes; or 

5 16) any other unforeseen need of the district that cannot be postponed until the next school year 

6 without dire consequences affecting the safety of the students and district employees or the educational 

7 functions of the district." 

8 

9 Section 41. Section 20-9-331, MCA, is amended to read: 

1 O "20-9-331 . Basic county tax and other revenues for county equalization of the elementary district 

11 BASE funding program. ( 1) The county commissioners of each county shall levy an annual basic tax of 33 

12 mills on the dollar of the taxable value of all taxable property within the county, except for property subject 

13 to a tax or fee under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204, for the 

14 purposes of local and state BASE funding program support. The revenue collected from this levy must be 

15 apportioned to the support of the elementary BASE' funding programs of the school districts in the county 

16 and to the state special revenue fund, state equalization aid account, in the following manner: 

17 la) In order to determine the amount of revenue raised by this levy that is retained by the county, 

18 the sum of the estimated revenue identified in subsection 12) must be subtracted from the total of the BASE 

19 funding programs of all elementary districts of the county. 

20 (b) If the basic levy and other revenue prnscribed by this section produce more revenue than is 

21 required to repay a state advance for county equalization, the county treasurer shall remit the surplus funds 

22 to the state treasurer for deposit to the state special revenue fund, state equalization aid account, 

23 immediately upon occurrence of a surplus balance and each subsequent month thereafter, with any final 

24 remittance due no later than June 20 of the fiscal year for which the levy has been set. 

25 (2) The revenue realized from the county':, portion of the levy prescribed by this section and the 

26 revenue from the following sources must be usecl for the equalization of the elementary BASE funding 

27 program of the county as prescribed in 20-9-335, and a separate accounting must be kept of the revenue 

28 by the county treasurer in accordance with 20-9-212( 1): 

29 (a) the portion of the federal Taylor Grazing Act funds distributed to a county and designated for 

30 the common school fund under the provisions of 17-3-222; 
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(b) the portion of the federal flood control act funds distributed to a county and designated for 

2 expenditure for the benefit of the county common schools under the provisions of 17-3-232; 

3 (c) all money paid into the county treasury as a result of fines for violations of law, except money 

4 paid to a justice's court, and the use of which is not otherwise specified by law; 

5 (d) any money remaining at the end of the immediately preceding school fiscal year in the county 

6 treasurer's accounts for the various sources of revenue established or referred to in this section; 

7 (e) any federal or state money distributed to the county as payment in lieu of property taxation, 

8 including federal forest reserve funds allocated under the provisions of 17-3-213; 

9 (f) gross proceeds taxes from coal under 15-23-703; 

10 {g) net proeeeds taices for new prod1:1etien, pred1:1etien frorn horicontally eofflpleted wells, anel 

11 inerefflontal prod1:1etion, as elofined in 1 e 2a 601, and looal §OYOFRFflORt severance tai,:os on any other 

12 proel1:1etion oee1:1rrin§ aher Deeeffll3er a1, 1 Q88 oil and natural gas production taxes; 8f!4 

13 (h) anticipated local government severance tax payments for calendar year 1995 production as 

14 provided in [section 191: and 

15 ill anticipated revenue from property taxes and fees imposed under 23-2-517, 23-2-803, 

16 61-3-504(2). 61-3-521, 61-3-537, and 67-3-204." 

17 

18 Section 42. Section 20-9-333, MCA, is amended to read: 

1 9 "20-9-333. Basic special levy and other revenues for county equalization of high school district 

20 BASE funding program. ( 1) The county commissioners of each county shall levy an annual basic special 

21 tax for high schools of 22 mills on the dollar of the taxable value of all taxable property within the county, 

22 except for property subject to a tax or fee under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 61-3-537, 

23 and 67-3-204, for the purposes of local and state BASE funding program support. The revenue collected 

24 from this levy must be apportioned to the support of the BASE funding programs of high school districts 

25 in the county and to the state special revenue fund, state equalization aid account, in the following manner: 

26 (a) In order to determine the amount of revenue raised by this levy that is retained by the county, 

27 the sum of the estimated revenue identified in subsection (2) must be subtracted from the sum of the 

28 county's high school tuition obligation and the total of the BASE funding programs of all high school 

29 districts of the county. 

30 (b) If the basic levy .and other revenue prescribed by this section produce more revenue than is 
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required to repay a state advance for county equalization, the county treasurer shall remit the surplus funds 

2 to the state treasurer for deposit to the state special revenue fund, state equalization aid account, 

3 immediately upon occurrence of a surplus balance and each subsequent month thereafter, with any final 

4 remittance due no later than June 20 of the fiscal vear for which the levy has been set. 

5 12) The revenue realized from the county's portion of the levy prescribed in this section and the 

6 revenue from the following sources must be used for the equalization of the high school BASE funding 

7 program of the county as prescribed in 20-9-335, and a separate accounting must be kept of the revenue 

8 by the county treasurer in accordance with 20-9-21211): 

9 la) any money remaining at the end of the immediately preceding school fiscal year in the county 

1 O treasurer's accountf. for the various sources of revenue established in this section; 

11 lb) any federal or state money distributed to the county as payment in lieu of property taxation, 

12 including federal forest reserve funds allocated under the provisions of 17-3-213; 

13 le) gross proceeds taxes from coal under ·15-23- 703; 

14 Id) net proceeds taxes for ne'"'' production, production from horiwntally completed wells, and 

15 incremental production, as defined in 16 23 601, and local §0vernmont saveranea ta1ws on any other 

16 production occurring after December 31, 1988 oil and natural gas production taxes; afl6 

17 (el anticipated local government severance tax payments for calendar year 1995 production as 

18 provided in [section 19]; and 

19 Will anticipated revenue from property taxes and fees imposed under 23-2-517, 23-2-803, 

20 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204." 

21 

22 Section 43. Section 20-9-501, MCA, is amended to read: 

23 "20-9-501. Retirement fund. ( 1) The trustees of a district employing personnel who are members 

24 of the teachers' retirement system or the public employees' retirement system or who are covered by 

25 unemployment insurance or who are covered by any federal social security system requiring employer 

26 contributions shall establish a retirement fund for the purposes of budgeting and paying the employer's 

27 contributions to the systems. The district's contribution for each employee who is a member of the 

28 teachers' retirement system must be calculated in accordance with Title 19, chapter 20, part 6. The 

29 district's contribution for each employee who is a member of the public employees' retirement system must 

30 be calculated in accordance with 19-3-316. The district's contributions for each employee covered by any 
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1 federal social security system must be paid in accordance with federal law and regulation. The district's 

2 contribution for each employee who is covered by unemployment insurance must be paid in accordance 

3 with Title 39, chapter 51, part 11 . 

4 (2) The trustees of a district required to make a contribution to a system referred to in subsection 

5 (1) shall include in the retirement fund of the preliminary budget the estimated amount of the employer's 

6 contribution. After the final retirement fund budget has been adopted, the trustees shall pay the employer 

7 contributions to the systems in accordance with the financial administration provisions of this title. 

8 13) When the final retirement fund budget has been adopted, the county superintendent shall 

9 establish the levy requirement by: 

10 (a) determining the sum of the money available to reduce the retirement fund levy requirement by 

11 adding: 

12 (i) any anticipated money that may be realized in the retirement fund during the ensuing school 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

fiscal year, including anticipated revenue from property taxes and fees imposed under 23-2-517, 23-2-803, 

61-3-504(2), 61-3-521, 61-3-537, and 67-3-204; 

Iii) Ret 13reeeeels taxes aRel leeal §evemrneRt severaRee tm1es eR aRy et\cier eil aRel §as 13reeluetieR 

eeeurriR§ after Deeernser a1, 1988 oil and natural gas production taxes; 

(iii) anticipated local government severance tax payments for calendar year 1995 production as 

provided in [section 19); 

fu1 coal gross proceeds taxes under 15-23-703; 

fi.v+M any fund balance available for reappropriation as determined by subtracting the amount of 

the end-of-the-year fund balance earmarked as the retirement fund operating reserve for the ensuing school 

fiscal year by the trustees from the end-of-the-year fund balance in the retirement fund. The retirement fund 

operating reserve may not be more than 35 % of the final retirement fund budget for the ensuing school 

fiscal year and must be used for the purpose of paying retirement fund warrants issued by the district under 

the final retirement fund budget; and 

M.l.Yll. any other revenue anticipated that may be realized in the retirement fund during the ensuing 

school fiscal year, excluding any guaranteed tax base aid. 

(b) notwithstanding the provisions of subsection (8), subtracting the money available for reduction 

of the levy requirement, as determined in subsection (3)(a), from the budgeted amount for expenditures in 

the final retirement fund budget. 
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(41 The county superintendent shall: 

2 (al total the net retirement fund levy requirements separately for all elementary school districts, 

3 all high school districts, and all community college districts of the county, including any prorated Joint 

4 district or special education cooperative agreement levy requirements; and 

5 (bl report each levy requirement to the county commissioners on the fourth Monday of August as 

6 the respective county levy requirements for elementary district, high school district, and community college 

7 district retirement funds. 

8 I 5 I The county commissioners shall fix and set the county levy in accordance with 20-9-142. 

9 16) The net retirement fund levy requirement for a joint elementary district or a joint high school 

10 district must be prorated to each county in which a part of the district is located in the same proportion as 

11 the district ANB of the joint district is distributed by pupil residence in each county. The county 

12 superintendents of the counties affected shall jointly determine the net retirement fund levy requirement 

1 3 for each county as provided in 20-9-1 51 . 

14 17) The net retirement fund levy requirement for districts that are members of special education 

15 cooperative agreements must be prorated to each county in":.which the district is located in the same 

16 proportion as the special education cooperative budget is prorated to the member school districts. The 

17 county superintendents of the counties affected shall jointly determine the net retirement fund levy 

18 requirement for each county in the same manner as provided in 20-9-151 and the county commissioners 

19 shall fix and levy the net retirement fund levy for each county in the same manner as provided in 20-9-1 52. 

20 181 The county superintendent shall calculate the number of mills to be levied on the taxable 

21 property in the county to finance the retirement: fund net levy requirement by dividing the amount 

22 determined in subsection I4)(a) by the sum of: 

23 la) the amount of guaranteed tax base aid that the county will receive for each mill levied, as 

24 certified by the superintendent of public instruction; and 

25 lb) the taxable valuation of the district divided by 1,000." 

26 

21 Section 44. Section 20-9-507, MCA, is amended to read: 

28 "20-9-507. Miscellaneous programs fund. 11) The trustees of a district receiving money from 

29 local, state, federal, or other sources provided in 20-5-324 other than money under the provisions of Title 

30 I of Public Law 81-874 or federal money designated for deposit in a specific fund of the district shall 
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establish a miscellaneous programs fund for the deposit of the money. The money may be a reimbursement 

2 of miscellaneous program fund expenditures already realized by the district, a payment received as a local 

3 government severance tax payment for calendar year 1995 production as provided in [section 19], or may 

4 be a grant of money for the financing of expenditures to be realized by the district for a special, approved 

5 program to be operated by the district. When the money is a reimbursement or a local government 

6 severance tax payment, the money may be expended at the discretion of the trustees for school purposes. 

7 When the money is a grant, the money must be expended according to the conditions of the program 

8 approval by the superintendent of public instruction or any other approval agent. Within the miscellaneous 

9 programs fund, the trustees shall cause a separate accounting to be maintained for each federal grant 

10 program and for the aggregate of all reimbursement money. 

11 (2) The financial administration of the miscellaneous programs fund must be in accordance with 

12 the financial administration provisions of this title for a non budgeted fund." 

13 

14 Section 45. Section 20-10-144, MCA, is amended to read: 

1 5 "20-10-144. Computation of revenue and net tax levy requirements for district transportation fund 

16 budget. Before the fourth Monday of July and in accordance with 20-9-123, the county superintendent 

17 shall compute the revenue available to finance the transportation fund budget of each district. The county 

18 superintendent shall compute the revenue for each district on the following basis: 

19 (1) The "schedule amount" of the preliminary budget expenditures that is derived from the rate 

20 schedules in 20-10-141 and 20-10-142 must be determined by adding the following amounts: 

21 (a) the sum of the maximum reimbursable expenditures for all approved school bus routes 

22 maintained by the district (to determine the maximum reimbursable expenditure, multiply the applicable rate 

23 per bus mile by the total number of miles to be traveled during the ensuing school fiscal year on each bus 

24 route approved by the county transportation committee and maintained by the district); plus 

25 (b) the total of all individual transportation per diem reimbursement rates for the district as 

26 determined from the contracts submitted by the district multiplied by the number of pupil-instruction days 

27 scheduled for the ensuing school attendance year; plus 

28 (c) any estimated costs for supervised home study or supervised correspondence study for the 

29 ensuing school fiscal year; plus 

30 (d) the amount budgeted on the preliminary budget for the contingency amount permitted in 
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20-10-143, except if the amount exceeds 10% of the total of subsections ( 1 l (al, ( 1 l (bl, and ( 1 )(cl or $100, 

2 whichever is larger, the contingency amount on the preliminary budget must be reduced to the limitation 

3 amount and used in this determination of the schedule amount; plus 

4 (el any estimated costs for transporting a child out of district when the child has mandatory 

5 approval to attend school in a district outside the district of residence. 

6 (2) (a) The schedule amount determined in subsection ( 1) or the total preliminary transportation 

7 fund budget, whichever is smaller, is divided by 2 and is used to determine the available state and county 

8 revenue to be budgeted on the following basis: 

9 (i) one-half is the budgeted state transportation reimbursement, except that the state transportation 

10 reimbursement for the transportation of special education pupils under the provisions of 20-7-442 must be 

11 50% of the schedule amount attributed to the transportation of special education pupils; and 

12 (ii) one-half is the budgeted county transportation fund reimbursement and must be financed in the 

13 manner provided in 20-10-146. 

14 (b) When the district has a sufficient amount of cash for reappropriation and other sources of 

15 district revenue, as determined in subsection (3), to reduce the total district obligation for financing to zero, 

16 any remaining amount of district revenue and cash reappropriated must be used to reduce the county 

17 financing obligation in subsection (2)(a)(ii) and, if tM county financing obligations are reduced to zero, to 

18 reduce the state financial obligation in subsection (2)(a)(i). 

19 (cl The county revenue requirement for a joint district, after the application of any district money 

20 under subsection (2)(bl, must be prorated to each county incorporated by the joint district in the same 

21 proportion as the ANB of the joint district is distributed _by pupil residence in each county. 

22 (3) The total of the money available for the reduction of property tax on the district for the 

23 transportation fund must be determined by totalin{J: 

24 (a) anticipated federal money received under the provisions of Title I of Public Law 81-874 or other 

25 anticipated federal money received in lieu of that federal act; 

26 (bl anticipated payments from other districts for providing school bus transportation services for 

27 the district; 

28 le) anticipated payments from a parent or guardian for providing school bus transportation services 

29 for a child; 

30 (dl anticipated or reappropriated interest to be earned by the investment of transportation fund 
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cash in accordance with the provisions of 20-9-213(4); 

2 (el anticipated or reappropriated revenue from property taxes and fees imposed under 23-2-517, 

3 23-2-803, 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204; 

4 (fl anticipated revenue from coal gross proceeds under 15-23-703; 

5 (g) anticipated Aet l')reeeeels tairns for Rew woeluotioA, l')FoeluetieA freFH herizoAtally eoFHpleteel 

6 wells, and iAeremontal preauotioA, as defiAed iA 1 e 23 e01, aAd leoal gevernFHeAt severaAee taiws BA aAy 

7 ether l')reauetieA eeeurriA!j after 9eoeFHeer 31, 1988 oil and natural gas production taxes; 

8 (h) anticipated local government severance tax payments for calendar year 1995 production; 

9 Will anticipated transportation payments for out-of-district pupils under the provisions of 20-5-320 

10 through 20-5-324; 

11 ffiJ.il any other revenue anticipated by the trustees to be earned during the ensuing school fiscal 

12 year that may be used to finance the transportation fund; and 

13 tiH.!s.l any fund balance available for reappropriation as determined by subtracting the amount of 

14 the end-of-the-year fund balance earmarked as the transportation fund operating reserve for th.e ensuing 

15 school fiscal year by the trustees from the end-of-the-year fund balance in the transportation fund. The 

16 operating reserve may not be more than 20% of the final transportation fund budget for the ensuing school 

17 fiscal year and is for the purpose of paying transportation fund warrants issued by the district under the 

18 final transportation fund budget. 

19 (4) The district levy requirement for each district's transportation fund must be computed by: 

20 (al subtracting the schedule amount calculated in subsection I 1) from the total preliminary 

21 transportation budget amount; and 

22 (bl subtracting the amount of money available to reduce the property tax on the district, as 

23 determined in subsection (3), from the amount determined in subsection (4)(a). 

24 (5) The transportation fund levy requirements determined in subsection (4) for each district must 

25 be reported to the county commissioners on the fourth Monday of August by the county superintendent 

26 as the transportation fund levy requirements for the district, and the levy must be made by the county 

27 commissioners in accordance with 20-9-142." 

28 

29 

30 

Section 46. Section 20-10-146, MCA, is amended to read: 

"20-10-146. County transportation reimbursement. (11 The apportionment of the county 
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transportation reimbursement by the county superintendent for school bus transportation or individual 

2 transportation that is actually rendered by a district in accordance with this title, board of public education 

3 transportation policy, and the transportation rules of the superintendent of public instruction must be the 

4 same as the state transportation reimbursement payment, except that: 

5 (a) if any cash was used to reduce the budgeted county transportation reimbursement under the 

6 provisions of 20-10-144(2)(b), the annual apportionment is limited to the budget amount; 

7 (bl when the county transportation reimbursement for a school bus has been prorated between two 

8 or more counties because the school bus is conveying pupils of more than one district located in the 

9 counties, the apportionment of the county transportation reimbursement must be adjusted to pay the 

10 amount computed under the proration; and 

11 (c) when county transportation reimbursement is required under the mandatory attendance 

12 agreement provisions of 20-5-321. 

13 (2) The county transportation net levy requirement for the financing of the county transportation 

14 fund reimbursements to districts is computed by: 

15 (a) totaling the net requirement for all districts of the county, including reimbursements to a special 

16 education cooperative or prorated reimbursements to joint districts or reimbursements under the mandatory. 

1 7 attendance agreement provisions of 20-5-321; 

18 lb) determining the sum of the money available to reduce the county transportation net levy 

19 requirement by adding: 

20 (i) anticipated money that may be realized in the county transportation fund during the ensuing 

21 school fiscal year, including anticipated revenue from property taxes and fees imposed under 23-2-517, 

22 23-2-803, 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204; 

23 (ii) net proeeess taxes ans loeal !JO',·ernment se¥eranee tal(BS en ether oil ans !Jas prosuetien 

24 ooourring after Deseml3er a1, 1 QBB oil and natural gas production taxes; 

25 (iii) anticipated local government severance tax payments for calendar year 1995 production: 

26 fti+l-fud coal gross proceeds taxes under 15--23-703; 

27 fw+M any fund balance available for reappropriation from the end-of-the-year fund balance in the 

28 county transportation fund; 

29 MiY.!l federal forest reserve funds allocated under the provisions of 17-3-213; and 

30 MJ.yfil other revenue anticipated that may be realized in the county transportation fund during the 
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ensuing school fiscal year; and 

2 (c) subtracting the money available as determined in subsection (2)(b) to reduce the levy 

3 requirement from the county transportation net levy requirement. 

4 (3) The net levy requirement determined in subsection (2)(c) must be reported to the county 

5 commissioners on the fourth Monday of August by the county superintendent and a levy must be set by 

6 the county commissioners in accordance with 20-9-142. 

7 (4) The county superintendent shall apportion the county transportation reimbursement from the 

8 proceeds of the county transportation fund. The county superintendent shall order the county treasurer to 

9 make the apportionments in accordance with 20-9-212(2) and after the receipt of the semiannual state 

1 O transportation reimbursement payments." 

11 

1 2 Section 4 7. Section 82-11-118, MCA, is amended to read: 

13 "82-11-118. Fees for processing applications. (1) The board shall establish a fee schedule to 

14 defray the expenses incurred for processing an application from an operator or producer of oil seeking 

15 approval of a new or expanded enhanced recovery project, as defined in 1 e 2a eO 1 or 1 e ae 1 01 [section 

16 ~- The fee must be paid by the owner or operator seeking approval of the project. 

17 12) The board shall, by rule, determine the amount of the fee based on the complexity of 

18 processing the application." 

19 

20 Section 48. Section 82-11-135, MCA, is amended to read: 

21 "82-11-135. Money earmarked for board expenses. AU The state treasurer shall deposit all money 

22 collected under this chapter and under [section 18( 7)(b)) shall Ile d0'30sited in the state special revenue fund 

23 ey t"1e state treastirer aRd shall. The money must be used for the purpose of paying all expenses of the 

24 board and for no other purpose. All these Ffl0Reys shall Ile tisod lly tRe lloard The board shall use the 

25 money subject to biennial appropriations by the legislature. Income and interest from investment of the 

26 board's moneys in the state special revenue fund 5flaH must be credited to the board." 

27 

28 NEW SECTION. Section 49. Repealer. Sections 15-23-601, 15-23-602, 15-23-603, 15-23-605, 

29 15-23-606, 15-23-607, 15-23-608, 15-23-609, 15-23-610, 15-23-611, 15-23-612, 15-23-613, 

30 15-23-614, 15-23-621, 1 5-23-631, 15-36-101, 15-36-102, 15-36-103, 1 5-36-104, 15-36-105, 
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15-36-106, 15-36-107, 15-36-108, 15-36-109, 15-36-110, 15-36-112, 15-36-113, 15-36-114, 

2 15-36-120, 15-36-121, 15-36-122, 15-36-126, 82-11-131, 82-11-132, and 82-11-133, MCA, are 

3 repealed. 

4 

5 NEW SECTION. Section 50. Codification instruction. [Sections 1 through 20] are intended to be 

6 codified as an integral part of Title 15, and the provisions of Title 15 apply to [sections 1 through 20). 

7 

8 NEW SECTION. Section 51. Saving clause. [This act] does not affect rights and duties that 

9 matured, penalties that were incurred, or proceedings that were begun before [the effective date of this 

1 0 act]. 

11 

12 NEW SECTION. Section 52. Severability. If a part of [this act) is invalid, all valid parts that are 

13 severable from the invalid part remain in effect. If a part of [this act] is invalid in one or more of its 

14 applications, the part remains in effect in all valid applications that are severable from the invalid 

15 applicaticns. 

16 

17 NEW SECTION. Section 53. Effective dates •· rulemaking. ( 1) Except for the purposes of 

18 subsection (2), [this act] is effective January 1, 19196. 

1 9 (2) For the purposes of promulgating administrative rules, [section 16 and this section) are effective 

20 on passage and approval. 

21 

22 NEW SECTION. Section 54. Applicability. ( 1) [This act] applies to oil and natural gas produced and 

23 sold on or after January 1, 1996. 

24 (2)(a) [Sections 21 through 26] apply to county fiscal years beginning after June 30, 1996. 

25 (b) [Sections 38 through 46] apply to school fiscal years beginning after June 30, 1996. 

26 (3)(a) An operator is subject to provisions of Title 15, chapter 23, parts 1 and 6; Title 15, chapter 

27 36; Title 15, chapter 38; and Title 82, chapter 11, part 1, as those laws read on December 31, 1995, for 

28 all oil and natural gas produced and sold by the operator before January 1, 1996. 

29 (b) Except as provided in subsection (3)(c), the payment, collection, and distribution of taxes on 

30 oil and natural gas production occurring before January 1, 1996, must be made according to the provisions 
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1 of the laws referred to in subsection (3) lal governing the tax in effect on the last day of the tax period in 

2 which the activity, enterprise, or product being taxed was engaged in, took place, or was produced and 

3 sold. 

4 lcl [Section 19] applies to the payment, collection, and distribution of the local government for oil 

5 and natural gas produced and sold after December 31, 1994, and before January 1, 1996. 

6 (di All taxes collected pursuant to audit or collected after the date the tax is payable under the laws 

7 referred to in subsection 13)(al must be distributed according to the statute governing allocation of the tax 

8 in effect on the date when the tax liability was incurred. 

9 -END-
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STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for SB0412, as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: An act generally revising the taxation of oil and 
natural gas; eliminating the oil and natural gas net proceeds tax, the local government severance 
tax; the state oil and gas severance tax, and the oil and gas privilege and license tax; imposing 
oil and natural gas production taxes based on the type of well and type of production; providing 
for the distribution of oil and natural gas production taxes; providing a disbursement to school 
districts and local governments to replace net proceeds and local government severance tax 
revenue; exempting oil and natural gas production from the resource indemnity trust tax; providing 
an allocation of oil and natural gas production tax revenue for purposes of the Montana resource 
indemnity trust and ground water assessment act; providing for the accelerated payment of local 
government severance taxes for production year 1995; authorizing counties to establish an oil and 
natural gas accelerated tax fund; allowing school districts to use accelerated local government 
severance tax payments for any budget purpose; and providing effective dates and applicability 
dates. 

ASSUMPTIONS: 
1. Taxable value of pre-7/1 /85 natural gas production is $49,248,000 in CY95, $50,853,000 

in CY96 and $52,349,000 in CY97 (LFA). 
2. Taxable value of post-7/1 /85 natural gas production is $32,103,000 in CY95, $34,226,000 

in CY96 and $36,460,000 in CY97 (LFA). 
3. Taxable value of pre-7/1/85 oil production is $161,540,000 in CY95, $152,830,000 in 

CY96 and $150,435,000 in CY97 (LFA). 
4. Taxable value of post-7/1 /85 oil production is $49,629,000 in CY95, $56,906,000 in CY96 

and $67,272,000 in CY97 (LFA). 
5. Natural gas and oil production by type, location, and relative value is distributed between 

levy districts in CY95, CY96, and CY97 as it was during CY93 (MDOR). 
6. Local share of pre-7/1/85 taxes are distributed on 1988 unit value and FY90 mills (MOOR). 
7. Local share of post-7/1/85 taxes are distributed on liability and FY94 mills (MOOR). 
8. All revenues from liabilities attributable to a fiscal year and received within 60 days after the 

close of the fiscal year are accrued back to that fiscal year (MOOR). 
9. Total production for current law state severance taxes is equal to total production of the 

Local Government Severance Tax, plus taxable and exempt production from the Net 
Proceeds Tax (MOOR). 

1 O. All production year 1995 accelerated local government severance tax payments will be 
received prior to June 30, 1996 (MOOR). 

11 . All production year 1995 accelerated local government severance tax payments will be 
discounted by 6.0% (MOOR). 

12. School districts will elect to allocate their accelerated revenue to non-GTB supported 
accounts. 

(Continued) 

DAVID LEWIS, BUDGET DIRECTOR DATE 
Office of Budget and Program Planning 

LORENTS GROSFIELD, PRIMARY SPONSOR DATE 
Fiscal Note for SB-412. as introduced. 
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Fiscal Note Request, SB-412, as introduced. 
Page 2 
(continued) 

FISCAL IMPACT: 

Expenditures: 
There is no impact on department expenditures under the proposed legislation. 

Revenues: 
The following revenue impacts to locally-distributed accounts are associated with the acceleration 
of the CY95 Local Government Severance Tax liabilities: 

University System (6-mill account) 
Foundation Program (45 mills) 
County Governments 
Miscellaneous Districts 
County Educ. Trans. & Retire. 
Elementary Districts 
High School Districts 

Total 

FY96 
Differenc:e 
$594,000 

4,459,000 
5,939,000 

205,000 
1,881,000 
2,745,000 

$2,704,000 
$18,526,000 

FY97 
Difference 

$0 
0 
0 
0 
0 
0 
Q 

$0 

The following revenue impacts to state and locally-distributed accounts are associated with the 
implementation of the consolidated quarterly collec:ted production tax on oil and natural gas. There 
is a one-time revenue acceleration of approximateily $735,000 which occurs when the Resource 
ldemnity and Groundwater Assessment Tax is moved from an annually paid tax, to an allocation 
from the quarterly collected consolidated oil and uas production tax. 

General Fund 
Board of Oil and Gas Conservation 
Groundwater Assessment Account 
Renewable Resource Grants 
Reclamation & Development Grants 
Resource Indemnity Trust Fund 
University System (6-mill account) 
Foundation Program (45 mills) 
County Governments 
Miscellaneous Districts 
County Education (Ret. & Trans) 
Local Elem. School Districts 
Local High School Districts 

Total 

(Continued) 

FY96 
Differenc:e 

$24,000 
1,000 

104,000 
74,000 

221,000 
337,000 

(2,000) 
31,000 

(11,000) 
2,000 

(11,000) 
1,000 
1,000 

$771,000 

FY97 
Difference 

$34,000 
2,000 
5,000 
3,000 

10,000 
15,000 
(4,000) 
78,000 

no,oooJ 
4,000 

(19,000) 
8,000 

10,000 
$68,000 
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Page 3 
(continued) 

Net Impact: 

General Fund 
Board of Oil and Gas Conservation 
Groundwater Assessment Account 
Renewable Resource Grants 
Reclamation & Development Grants 
Resource Indemnity Trust Fund 
University System (6-mill account) 
Foundation Program (45 mills) 
County Governments 
Miscellaneous Districts 
County Education (Ret. & Trans) 
Local Elem. School Districts 
Local High School Districts 

Total 

FY96 
Difference 

$24,000 
1,000 

104,000 
74,000 

221,000 
337,000 
592,000 

4,490,000 
5,928,000 

207,000 
1,870,000 
2,746,000 
2,705,000 

$19,308,000 

FY97 
Difference 

$34,000 
2,000 
5,000 
3,000 

10,000 
15,000 
(4,000) 
78,000 

(10,000) 
4,000 

(19,000) 
8,000 

10,000 
$68,000 



STATE OF MONTANA - FISCAL NOTE 

Revised Fiscal Note for SB 412. as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: An act generally revising the taxation of oil and 
natural gas; eliminating the oil and natural gas net proceeds tax, the local government severance 
tax; the state oil and gas severance tax, and the oil and gas privilege and license tax; imposing 
oil and natural gas production taxes based on the type of well and type of production; providing 
for the distribution of oil and natural gas production taxes; providing a disbursement to school 
districts and local governments to replace net proceeds and local government severance tax 
revenue; exempting oil and natural gas production from the resource indemnity trust tax; providing 
an allocation of oil and natural gas production tax revenue for purposes of the Montana resource 
indemnity trust and ground water assessment act; providing for the accelerated payment of local 
government severance taxes for production year 1995; authorizing counties to establish an oil and 
natural gas accelerated tax fund; allowing school districts to use accelerated local government 
severance tax payments for any budget purpose; and providing effective dates and applicability 
dates. 

ASSUMPTIONS: 

1. Taxable value of pre-7/1 /85 natural gas production is $49,248,000 in CY95, $50,853,000 
in CY96 and $52,349,000 in CY97 (LFA). 

2. Taxable value of post-7 /1 /85 natural gas production is $32,103,000 in CY95, $34,226,000 
in CY96 and $36,460,000 in CY97 (LFA). 

3. Taxable value of pre-7/1/85 oil production is $161,540,000 in CY95, $152,830,000 in 
CY96 and $150,435,000 in CY97 (LFA). 

4. Taxable value of post-7 /1 /85 oil production is $49,629,000 in CY95, $56,906,000 in CY96 
and $67,272,000 in CY97 (LFA). 

5. Natural gas and oil production by type, location, and relative value is distributed between 
levy districts in CY95, CY96, and CY97 as it was during CY93 (MOOR). 

6. Local share of pre-7 /1 /85 taxes are distributed on 1988 unit value and FY90 mills (MOOR). 
7. Local share of post-7/1/85 taxes are distributed on liability and FY94 mills (MOOR). 
8. All revenues from liabilities attributable to a fiscal year and received within 60 days after the 

close of the fiscal year are accrued back to that fiscal year (MOOR). 
9. Total production for current law state severance taxes is equal to total production of the 

Local Government Severance Tax, plus taxable and exempt production from the Net 
Proceeds Tax (MOOR). 

10. All production year 1995 accelerated local government severance tax payments will be 
received prior to June 30, 1996 (MOOR). 

11. All production year 1995 accelerated local government severance tax payments will be 
discounted by 6.0% (MOOR). 

~~ s-cr-c:rs 
DAVID LEWIS, BUDGET DIRECTOR DATE 
Office of Budget and Program Planning 

LORENTS GROSFIELD, PRIMARY SPONSOR DATE 
Revised Fiscal Note for SB-412. as introduced. 
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Revised Fiscal Note Request, SB 412, as introduced. 
Page 2 
(continued) 

FISCAL IMPACT: 

Expenditures: 
There is no impact on department expenditures under the proposed legislation. 

Revenues: 
The following revenue impacts to locally-distributed accounts are associated with the acceleration 
of the CY95 Local Government Severance Tax liabilities: 

University System (6-mill account) 
Foundation Program (45 mills) 
County Governments 
Miscellaneous Districts 
County Educ. Trans. & Retire. 
Elementary Districts 
High School Districts 

Total 

FY96 
Difference 
$594,000 

4,459,000 
5,939,000 

205,000 
1,881,000 
2,745,000 

$2,704.000 
$18,527,000 

FY97 
Difference 

$0 
0 
0 
0 
0 
0 
Q 

$0 

The following revenue impacts to state and locally-distributed accounts are associated with the 
implementation of the consolidated production tax on oil and natural gas. There is a one-time 
revenue acceleration of approximately $735,000 which occurs when the Resource ldemnity and 
Groundwater Assessment Tax is moved from an annually paid tax, to an allocation from the 
quarterly collected consolidated oil and gas production tax. 

General Fund 
Board of Oil and Gas Conservation 
Groundwater Assessment Account 
Renewable Resource Grants 
Reclamation & Development Grants 
Resource Indemnity Trust Fund 
University System (6-mill account) 
Foundation Program (45 mills) 
County Governments 
Miscellaneous Districts 
County Education (Ret. & Trans) 
Local Elem. School Districts 
Local High School Districts 

Total 

FY96 
Differen,ce 

$24,000 
1,000 

104,000 
74,000 

221,000 
337,000 

(2,000) 
31,000 

(11,000) 
2,000 

(11,000) 
1,000 
1,000 

$772,000 

FY97 
Difference 

$34,000 
2,000 
5,000 
3,000 

10,000 
15,000 
(4,000) 
78,000 

(10,000) 
4,000 

{19,000) 
8,000 

10,000 
$136,000 



Revised Fiscal Note Request, SB 412, as introduced. 
Page 3 
(continued) 

Net Impact: 

General Fund 
Board of Oil and Gas Conservation 
Groundwater Assessment Account 
Renewable Resource Grants 
Reclamation & Development Grants 
Resource Indemnity Trust Fund 
University System (6-mill account) 
Foundation Program (45 mills) 
County Governments 
Miscellaneous Districts 
County Education (Ret. & Trans) 
Local Elem. School Districts 
Local High School Districts 

Total 

FY96 
Difference 

$24,000 
1,000 

104,000 
74,000 

221,000 
337,000 
592,000 

4,490,000 
5,928,000 

207,000 
1,870,000 
2,746,000 
2,705,000 

$19,299,000 

FY97 
Difference 

$34,000 
2,000 
5,000 
3,000 

10,000 
15,000 
(4,000) 
78,000 

(10,000) 
4,000 

(19,000) 
8,000 

10,000 
$136,000 



54th Legislature 

SENATE BILL NO. 412 

SB0412.02 

APPROVED BY COM 
ON TAXATION 

2 INTRODUCED BY GROSFIELD, HARP, FELAND, PECK, ROSE, HALLIGAN, COLE, ELLIOTT, STANG, 

3 TVEIT, L. NELSON, SCHWINDEN, MERCER, ANDERSON, FOSTER, BOHLINGER, BROWN, M. HANSON, 

4 J. JOHNSON, T. NELSON, HIBBARD, DEVLIN 

5 BY REQUEST OF THE DEPARTMENT OF REVENUE 

6 

7 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE TAXATION OF OIL AND NATURAL 

8 GAS; ELIMINATING THE OIL AND NATURAL GAS NET PROCEEDS TAX, THE LOCAL GOVERNMENT 

9 SEVERANCE TAX, THE STATE OIL AND GAS SEVERANCE TAX, AND THE OIL AND GAS PRIVILEGE AND 

10 LICENSE TAX; IMPOSING OIL AND NATURAL GAS PRODUCTION TAXES BASED ON THE TYPE OF WELL 

11 AND TYPE OF PRODUCTION; PROVIDING FOR THE DISTRIBUTION OF OIL AND NATURAL GAS 

12 . PRODUCTION TAXES; PROVIDING A DISBURSEMENT TO SCHOOL DISTRICTS AND LOCAL 

13 GOVERNMENTS TO REPLACE NET PROCEEDS AND LOCAL GOVERNMENT SEVERANCE TAX REVENUE; 

14 EXEMPTING OIL AND NATURAL GAS PRODUCTION FROM THE RESOURCE INDEMNITY TRUST TAX; 

15 PROVIDING AN ALLOCATION OF OIL AND NATURAL GAS PRODUCTION TAX REVENUE FOR THE 

16 PURPOSES OF THE MONTANA RESOURCE INDEMNITY TRUST AND GROUND WATER ASSESSMENT ACT; 

17 PROVIDING FOR THE ACCELERATED PAYMENT OF LOCAL GOVERNMENT SEVERANCE TAXES FOR 

18 PRODUCTION YEAR 1995; AUTHORIZING COUNTIES TO ESTABLISH AN OIL AND NATURAL GAS 

19 ACCELERATED TAX FUND; ALLOWING SCHOOL DISTRICTS TO USE ACCELERATED LOCAL 

20 GOVERNMENT SEVERANCE TAX PAYMENTS FOR ANY BUDGET PURPOSE; AMENDING SECTIONS 

21 7-1-2111, 7-7-2101, 7-7-2203, 7-14-2524, 7-14-2525, 7-16-2327, 15-1-501, 15-6-208, 15-16-102, 

22 15-23-103, 15-23-104, 15-23-106, 15-23-115, 15-38-105, 15-38-1 21, 15-38-202, 1 7-7-502, 20-9-104, 

23 20-9-141, 20-9-161, 20-9-331, 20-9-333, 20-9-501, 20-9-507, 20-10-144, 20-10-146, 82-11-118, MID 

24 82-11-135, AND 82-11-162, MCA; REPEALING SECTIONS 15-23-601, 15-23-602, 15-23-603, 15-23-605, 

25 15-23-606, 15-23-607, 15-23-608, 15-23-609, 15-23-610, 15-23-611, 15-23-612, 15-23-613, 

26 1 5-23-614, 1 5-23-621, 1 5-23-631, 15-36-101, 15-36-102, 15-36-103, 15-36-104, 15-36-105, 

27 15-36-106, 15-36-107, 15-36-108, 15-36-109, 15-36-110, 15-36-112, 15-36-113, 15-36-114, 

28 15-36-120, 15-36-121, 15-36-122, 15-36-126, 82-11-131, 82-11-132, AND 82-11-133, MCA; AND 

29 PROVIDING EFFECTIVE DATES AND APPLICABILITY PROVISIONS." 

30 
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54th Legislature SB0412.02 

STATEMENT OF INTENT 

2 ( 1 l A statement of intent is required for this bill because [section 16] grants the department of 

3 revenue authority to adopt rules for the implementation and administration of the new production taxes 

4 imposed on oil and natural gas. 

5 (21 The legislature contemplates that rules adopted by the department should, at a minimum, 

6 address the following: 

7 (al the forms and other documents required for the reporting and payment of the oil and natural 

8 gas production tax; 

9 (bl the definition and clarification of the cateriories of oil and natural gas subject to taxation; 

1 O (cl the requirements for the maintenance of records and other documents required to ensure proper 

11 payment of oil and natural gas production taxes; 

12 (di the process for the estimation and collection of delinquent or unpaid taxes; and 

13 (el the procedures for the efficient collection of the oil and natural gas production tax. 

14 (3l [This act] takes effect before taxes on the oil and gas net proceeds tax, the local government 

1 5 severance tax, the state oil and gas severance tax, the resource indemnity and ground water assessment 

16 tax, and the oil and gas privilege and license tax for certain production periods will have been paid. The 

1 7 legislature intends that the department establish procedures to ensure that all tax liabilities for production 

18 occurring before January 1, 1996, are satisfied. The legislature also intends that the department establish 

19 procedures for the proper distribution of this tax revenue to all affected governmental entities and funds. 

20 

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

22 

23 NEW SECTION. Section 1. Short title. [Sections 1 through 201 may be cited as the "Montana Oil 

24 and Natural Gas Production Tax Act". 

25 

26 NEW SECTION. Section 2. Legislative findings and declaration of purpose. ( 1 l (al The legislature 

27 finds that the extraction taxes imposed on the production of oil and natural gas have been exceedingly 

28 complex and confusing. Oil and natural gas producers have been required to file several tax forms and to 

29 pay taxes at different times on the same production. 

30 (bl The legislature further finds that it is in the best interest of the state and in the best interest 

~na Legislative councll 
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of oil and gas producers to simplify the taxation of oil and natural gas production. 

2 (2) The legislature declares that the purposes of [sections 1 through 20] are: 

3 (al to rep!ace all net proceeds taxes, severance taxes, privilege and license taxes, and other 

4 extraction taxes on oil and natural gas production with a single production tax based on the type of well 

5 and type of production; 

6 (b) to ensure that the distribution of tax revenue to the state, counties, and school districts from 

7 the new production taxes is consistent with the distribution of tax revenue from the former extraction 

8 taxes; 

9 (c) to simplify the procedures for compliance with and the administration of the taxation of oil and 

10 natural gas production; 

11 (d) to provide an incentive for oil and natural gas producers to pay 1995 local government 

12 · severance taxes on an accelerated basis; and 

13 (el to provide discretionary authority to counties and school districts for the use of the accelerated 

14 payments of the local government severance tax. 

15 

16 NEW SECTION. Section 3. Definitions. As used in [sections 1 through 20). the following 

17 definitions apply: 

18 ( 1) "Board" means the board of oil and gas conservation provided for in 2-15-3303. 

19 (2) "Department" means department of revenue provided for in 2-15-1301; 

20 (3) "Enhanced recovery project" means the use of any process for the displacement of oil from the 

21 earth other than primary recovery and includes the use of an immiscible, miscible, chemical, thermal, or 

22 biological process. 

23 (4) "Existing enhanced recovery project" means an enhanced recovery project that began 

24 development before January 1, 1994. 

25 (5) "Expanded enhanced recovery project" or "expansion" means the addition of injection wells 

26 or production wells, the recompletion of existing wells as horizontally completed wells, the change of an 

27 injection pattern, or other operating changes to an existing enhanced recovery project that will result in the 

28 recovery of oil that would not otherwise be recovered. The project must be developed after December 31, 

29 1993, and before January 1, 2002. 

30 (6) "Gross taxable value", for the purpose of computing the oil and natural gas production tax, 

~na Legislative councll 
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means the gross value of the product as determined ,,n [section 5]. 

2 (7) "Horizontal drain hole" means that portion of a well bore with 70 degrees to 110 degrees 

3 deviation from the vertical and a horizontal projection within the common source of supply, as that term 

4 is defined by the board, that exceeds 100 feet. 

5 (8) "Horizontally completed well" means: 

6 (a) a well with one or more horizontal drain holes; and 

7 (b) any other well classified by the board as a horizontally completed well. 

8 (91 "Incremental production" means: 

9 (al the volume of oil produced by a new enhanced recovery project, by a well in primary recovery 

1 Q recompleted as a horizontally completed well, or by an expanded enhanced recovery project, which volume 

11 of production is in excess of the production decline rate established under the conditions existing before: 

12 Ii) the commencement of the recompletion 01' a well as a horizontally completed well; 

13 (ii) expansion of the existing enhanced recovery project; or 

14 (iii) commencing a new enhanced recovery project; or 

15 (b) in the case of any project that had no taxable production prior to commencing the enhanced 

16 recovery project, all production of oil from the enhanced recovery project. 

17 ( 10) "Natural gas" or "gas" means natural 1~as and other fluid hydrocarbons, other than oil, 

18 produced at the wellhead. 

1 9 ( 11) "New enhanced recovery project" means an enhanced recovery project that began 

20 development after December 31, 1993, and before January 1, 2002. 

21 1121 "Nonworking interest owner" means any interest owner who does not share in the exploration, 

22 development, and operation costs of the lease or unit., except for production taxes. 

23 (13) "Oil" means crude petroleum or mineral oil and other hydrocarbons, regardless of gravity, that 

24 are produced at the wellhead in liquid form and that are not the result of condensation of gas after it leaves 

25 the wellhead. 

26 ( 14) "Operator" or "producer" means a person who produces oil or natural gas within this state or 

27 who owns, controls, manages, leases, or operates within this state any well or wells from which any 

28 marketable oil or natural gas is extracted or produced. 

29 (15) "Post-1985 well" means an oil or naturnl gas well drilled after June 30, 1985, other than 

30 horizontally completed or recompleted oil wells drilled after December 31, 1993, that produces oil or natural 

~na Ler,lslatlve Councll 
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gas or a well that has not produced oil or natural gas during the 5 years immediately preceding the first 

2 month of qualifying as a post-1985 well. 

3 ( 1 6) "Pre-1985 well" means an oil or natural gas well that was drilled before July 1, 1985. 

4 ( 17) "Primary recovery" means the displacement of oil from the earth into the well bore by means 

5 of the natural pressure of the oil reservoir and includes artificial lift. 

6 (18) "Production decline rate" means the projected rate of future oil production, extrapolated by 

7 a method approved by the board, that must be determined for a project area prior to commencing a new 

8 or expanded enhanced recovery project or the recompletion of a well as a horizontally completed well. The 

9 approved production decline rate must be certified in writing to the department by the board. In that 

10 certification, the board shall identify the project area and shall specify the projected rate of future oil 

11 production by calendar year and by calendar quarter within each year. The certified rate of future oil 

12 production must be used to determine the volume of incremental production that qualifies for the tax rate 

13 imposed under [section 4(4)(d)]. 

14 ( 19) "Secondary recovery project" means an enhanced recovery project, other than a tertiary 

15 recovery project, that commenced or was expanded after December 31, 1993, and before January 1, 2002, 

16 and meets each of the following requirements: 

17 (a) The project must be certified as a secondary recovery project to the department by the board. 

18 The certification may be extended only after notice and hearing in accordance with Title 2, chapter 4. 

19 (b) The property to be affected by the project must be adequately delineated according to the 

20 specifications required by the board. 

21 (c) The project must involve the application of secondary recovery methods that can reasonably 

22 be expected to result in an increase, determined by the board to be significant in light of all the facts and 

23 circumstances, in the amount of oil that may potentially be recovered. For purposes of [sections 1 through 

24 201, secondary recovery methods include but are not limited to: 

25 (i) the injection of water into the producing formation for the purposes of maintaining pressure in 

26 that formation or for the purpose of increasing the flow of oil from the producing formation to a producing 

27 well bore; or 

28 (ii) any other method approved by the board as a secondary recovery method. 

29 (20) "Stripper natural gas" means the natural gas produced from any well that produces less than 

30 60,000 cubic feet of natural gas a day during the calendar year immediately preceding the current year. 
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Production must be determined by dividing the amount of production from a lease or unitized area for the 

2 year immediately preceding the current calendar year by the number of producing wells in the lease or 

3 unitized area and by dividing the resulting quotient by 365. 

4 (21) "Stripper oil" means the oil produced from any well that produces less than 10 barrels a day 

5 for the calendar year immediately preceding the current year. Production must be determined by dividing 

6 the amount of production from a lease or unitized area for the year immediately preceding the current 

7 calendar year by the number of producing wells in the lease or unitized area and by dividing the resulting 

8 quotient by 365. 

9 (22) "Tertiary recovery project" means an enhanced recovery project, other than a secondary 

1 O recovery project, using a tertiary recovery method that meets the following requirements: 

11 (a) The project must be certified as a tertiary recovery project to the department by the board. The 

12 certification may be extended only after notice and hearing in accordance with Title 2, chapter 4. 

13 (b) The property to be affected by the project must be adequately delineated in the certification 

14 according to the specifications required by the board. 

15 (c) The project must involve the application of one or more tertiary recovery methods that can 

16 reasonably be expected to result in an increase, determined by the board to be significant in light of all the 

17 facts and circumstances, in the amount of crude oil that may potentially be recovered. For purposes of 

18 [sections 1 through 20], tertiary recovery methods include but are not limited to: 

19 (i) miscible fluid displacement; 

20 (ii) steam drive injection; 

21 (iii) micellar/emulsion flooding; 

22 (iv) in situ combustion; 

23 (v) polymer augmented water flooding; 

24 (vi) cyclic steam injection; 

25 (vii) alkaline or caustic flooding; 

26 (viii) carbon dioxide water flooding; 

27 (ix) immiscible carbon dioxide displacement; or 

28 Ix) any other method approved by the board c:Is a tertiary recovery method. 

29 (23) "Well" or "wells" means a single well or a group of wells in one field or production unit and 

30 under the control of one operator or producer. 
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1 124) "Working interest owner" means the owner of an interest in an oil or natural gas well or wells 

2 who bears any portion of the exploration, development, and operating costs of the well or wells. 

3 

4 NEW SECTION. Section 4. Production tax rates imposed on oil and natural gas. (1) · The 

5 production of oil and natural gas is taxed as provided in this section. The tax is distributed as provided in 

6 [section 1 8]. 

7 (2) Natural gas is taxed on the gross taxable value of production based on the type of well and 

8 type of production according to the following schedule for working interest and nonworking interest 

9 owners: 

10 

11 

12 

13 

14 

15 

16 

17 

18 

(a) pre-1985 wells 

lb) post-1985 wells 

Ii) first 12 months 

of qualifying production 

(ii) after 12 months 

le) stripper natural gas 

pre-1985 and post-1985 wells 

Working 

Interest 

18.75% 

3.35% 

15.35% 

11.2% 

Nonworking 

Interest 

15% 

15% 

15% 

15% 

19 13) The reduced tax rate under subsection (2)(b)(i) on natural gas production for the first 12 months 

20 of natural gas production from a post-1985 well begins following the last day of the calendar month 

21 immediately preceding the month in which natural gas is placed in a natural gas distribution system, 

22 provided that notification has been given to the department. 

23 14) Oil is taxed on the gross taxable value of production based on the type of well and type of 

24 production according to the following schedule for working interest and nonworking interest owners: 

25 Working Nonworking 

26 

27 

28 

29 

30 

(a) primary recovery production 

(i) pre-1985 wells 

(ii) post-1985 wells 

(A) first 12 months of 

~na Legislative council 
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2 

3 

4 

5 

6 

7 

8 

9 

qualifying production 

(B) after 12 months 

(b) stripper oil production 

pre-1985 and post-1985 wells 

(c) horizontally completed well production 

Ii) first 18 months of 

qualifying production 

(ii) after 18 months 

(d) incremental production 

5.7% 

12.7% 

11 % 

5.7% 

12.7% 

10 

11 

12 

13 

14 

15 

16 

17 

18 

(i) new or expanded secondary recovery production 

(A) pre-1985 well 8.7% 

(B) post-1985 well 8.7% 

(ii) new or expanded tertiary production 

(A) pre-1985 well 6% 

(B) post-1985 well 6% 

(e) horizontally recompleted well 

(i) first 18 months 5.7% 

(ii) after 18 months '12.7% 

S80412.02 

16.5% 

16.5% 

16.5% 

5.7% 

12.7% 

16.2% 

10.7% 

15.2% 

9.7% 

5.7% 

12.7% 

19 15) la) The reduced tax rate under subsection (4)(a)(ii)(A) on oil production for the first 12 months 

20 of oil production from a post-1985 well begins following the last day of the calendar month immediately 

21 preceding the month in which oil is pumped or flows, provided that notification has been given to the 

22 department. 

23 (b) The reduced tax rate under subsection (4)(c:)(i) on oil production from a horizontally completed 

24 well and the reduced tax rate under subsection (4)(e)(i) on oil production from a horizontally recompleted 

25 well for the first 18 months of production begins following the last day of the calendar month immediately 

26 preceding the month in which oil is pumped or flows, provided that the well has been certified as a 

27 horizontally completed well or as a horizontally recompleted well to the department by the board. 

28 (cl Incremental production is taxed as providecl in subsection (4)(d) if the average price per barrel 

29 of oil as reported in the Wall Street Journal for west Te>cas intermediate crude oil during a calendar quarter 

30 is less than $30 a barrel. If the price of oil is equal to or greater than $30 a barrel in a calendar quarter as 
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determined in subsection (5)(d), incremental production is taxed at the rate imposed on primary recovery 

2 production under subsection (4)(a)(i) for production occurring in that quarter. 

3 (di For the purposes of subsection (5)(c), the average price per barrel must be computed by 

4 dividing the sum of the daily price for west Texas intermediate crude oil as reported in the Wall Street 

5 Journal for the calendar quarter by the number of days on which the price was reported in the quarter. 

6 

7 NEW SECTION. Section 5. Determination of gross value of product. The total gross value of all 

8 oil or natural gas produced and sold each quarter must be determined by taking the total number of barrels 

9 or cubic feet of oil or natural gas produced and sold each month at the average value at the mouth of the 

10 well during the month that the oil or natural gas is produced and sold, as determined by the department. 

11 However, in computing the total number of barrels of oil or cubic feet of gas produced and sold, there must 

12 be deducted the amount of oil or gas used by the person in connection with the operation of the well from 

13 which the oil or gas is produced or for pumping the oil or gas from the well to a tank or pipeline. 

14 

15 

16 

NEW SECTION. Section 6. Certain royalties exempt. Exempt from taxation are royalties received 

by: 

17 ( 1) an Indian tribe with respect to on-reservation oil and gas production pursuant to a lease entered 

18 into under the Indian Mineral Leasing Act of 1938, 25 U.S.C. 396a-396g; 

19 (2) the United States as trustee for individual Indians; and 

20 (3) the United States, the state of Montana, or a county or municipal government in Montana. 

21 

22 NEW SECTION. Section 7. Operator responsible for payment -- deduction of taxes from royalty 

23 payments. ( 1) Each operator required to pay the oil and natural gas production tax under [sections 1 

24 through 20] shall pay the tax in full for the operator's own account and for the account of each of the other 

25 owners of the gross value of product or in kind of all the marketable oil or natural gas produced and sold. 

26 Other owners include an owner or owners of working interest, royalty interest, overriding royalty interest, 

27 carried working interest, production payments, and all other interest or interests owned or carved out of 

28 the total gross value of product or in kind of the extracted marketable oil or natural gas. 

29 (2) Unless otherwise provided in a contract or lease, the pro rata share of any royalty owner or 

30 owners must be deducted from any settlements under the lease or leases or division of proceeds orders or 
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other contracts. 

2 

3 NEW SECTION. Section 8. Quarterly payment of tax -- statement -- failure to pay penalty. (1) 

4 The oil and natural gas production tax must be paid in quarterly installments for the quarterly periods 

5 ending, respectively, March 31, June 30, September :30, and December 31 of each year, and the amount 

6 of the tax for each quarterly period must be paid to the department within 60 days after the end of each 

7 quarterly period. 

8 (2) The operator shall complete on forms prescribed by the department a statement showing the 

9 total number of barrels of merchantable or marketable oil or cubic feet of natural gas produced and sold by 

10 the person in the state during each month of the quarter and during the whole quarter, the average value 

11 of the production sold during each month, and the total value of the production sold for the whole quarter, 

12 together with the total amount due as taxes for the quarter. The statement must be filed within the time 

13 provided in subsection ( 1 ). The statement must be accompanied by the tax due. The statement must be 

14 signed by the individual or the president, vice president, treasurer, assistant treasurer, or authorized agent 

15 of the association, corporation, joint-stock company, or syndicate making the statement. A person engaged 

16 in carrying on business at more than one place in this state or owning, leasing, controlling, or operating 

17 more than one oil or gas well in this state may include all operations in one statement. 

18 (3) If the tax is not paid on or before the due date, there must be assessed a penalty of 10% of 

19 the amount of the tax not paid. If the tax is not paid when due, interest also must be added at the rate of 

20 1 % a month or fraction of a month, computed on the total amount of the tax from the due date until paid. 

21 The department may waive the 10% penalty if reasonable cause for the failure to pay is provided to the 

22 department. 

23 

24 NEW SECTION. Section 9. Record of product -- carriers to furnish data -- penalty. (1) Each 

25 person who purchases oil or natural gas shall keep a record of all oil or natural gas purchased by the 

26 person in this state. The records are subject to inspection by the department on reasonable notice at any 

27 time during normal business hours. 

28 (2) Each railroad, pipeline, purchasing, and tr,ansportation company that carries or purchases oil 

29 or natural gas shall furnish to the department, whenever requested to do so, all data related to the shipment 

30 of oil or natural gas that may be required to properly enforce the provisions of [sections 1 through 20]. A 
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railroad, pipeline, purchasing, or transportation company that fails to comply with the provisions of this 

2 section is subject to a penalty of $1 00 for each day that it fails to furnish the statement. 

3 

4 NEW SECTION. Section 10. Procedure to compute tax in absence of statement -- estimation of tax 

5 -- failure to file penalty and interest. ( 1) If the operator fails to file any statement required by [section 8] 

6 within the time required, the department shall, immediately after the time has expired, ascertain the number 

7 of barrels of oil or cubic feet of gas produced and sold by the person in this state during the quarter and 

8 during each month of the quarter. The department also shall determine the average value of the barrels 

9 of oil produced and sold during each month or the average value of cubic feet of gas produced and sold 

10 during each month and fix the amount of the taxes due from the person for the quarter. 

11 ( 2) The department shall impose a penalty of 10% of the tax due plus interest at the rate of 1 % 

12 a month or fraction of a month, computed on the total amount of the tax. Interest must be computed from 

13 the date on which the oil and natural gas production taxes were due to the date of payment. The 

14 department shall mail to the taxpayer a notice, pursuant to 15-1-211, of the tax, penalty, and interest 

15 proposed to be assessed. The taxpayer may seek review of the determination pursuant to 15-1-211. The 

16 notice must contain a statement that if payment is not made, a warrant for distraint may be filed. The 

1 7 department may waive the 10% penalty if reasonable cause for the failure to file the statement required 

18 by [section 8] is provided to the department. 

19 

20 NEW SECTION. Section 11. Deficiency assessment -- review -- interest. (1) When the 

21 department determines that the amount of the tax due is greater than the amount disclosed by a return, 

22 it shall mail to the taxpayer a notice, pursuant to 15-1-211, of the additional tax proposed to be assessed. 

23 The notice must contain a statement that if payment is not made, a warrant for distraint may be filed. The 

24 taxpayer may seek review of the determination pursuant to 1 5-1-211 . 

25 (2) A deficiency assessment must bear interest until paid at the rate of 1 % a month or fraction of 

26 a month, computed from the original due date of the return. 

27 

28 NEW SECTION. Section 12. Credit for overpayment -- interest on overpayment. ( 1) If the 

29 department determines that the amount of tax, penalty, or interest due for any taxable period is less than 

30 the amount paid, the amount of the overpayment must be credited against any tax, penalty, or interest then 

~na Ler,lstatlve council 
- 11 - SB 412 



54th Legislature SB0412.02 

due from the taxpayer and the balance refunded to the taxpayer or its successor through reorganization, 

2 merger, or consolidation or to its shareholders upon dissolution. 

3 12) Except as provided in subsection 13), interest must be allowed on overpayments at the same 

4 rate as is charged on deficiency assessments provided in [section 11] beginning from the due date of the 

5 return or from the date of overpayment, whichever date is later, to the date on which the department 

6 approves refunding or crediting of the overpayment. 

7 13) la) Interest may not accrue during any period in which the processing of a claim for refund is 

8 delayed more than 30 days by reason of failure of the taxpayer to furnish information requested by the 

9 department for the purpose of verifying the amount of the overpayment. 

10 (b) Interest is not allowed: 

11 (i) if the overpayment is refunded within 6 months from the date on which the return is due or from 

1 2 the date on which the return is filed, whichever is later; or 

13 (ii) if the amount of interest is less than $1. 

14 

15 NEW SECTION. Section 13. Warrant for dh;traint. If all or part of the tax imposed by [sections 

16 through 20] is not paid when due, the department may issue a warrant for distraint as provided in Title 

17 15, chapter 1, part 7. The resulting lien has precedence over any other claim, lien, or demand filed and 

18 recorded after the warrant is issued. 

19 

20 NEW SECTION. Section 14. Exemption from resource indemnity and ground water assessment 

21 tax. A person who has paid the tax on oil and natural gas under the provisions of [sections 1 through 20] 

22 is exempt from the resource indemnity and ground w,ater assessment tax. 

23 

24 NEW SECTION. Section 15. Statute of limitations. (1) Except as otherwise provided in this 

25 section, a deficiency may not be assessed with respect to the year for which a return is filed unless the 

26 notice of additional tax proposed to be assessed is mailed within 5 years from the date on which the return 

27 was filed. For the purposes of this section, a return filed before the last day prescribed for filing is 

28 considered as filed on the last day. If the taxpayer, before the expiration of the period prescribed for 

29 assessment of the tax, consents in writing to an assessment after that time, the tax may be assessed at 

30 any time prior to the expiration of the period agreed upon. 
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(2) A refund or credit may not be allowed or paid with respect to the year for which a return is filed 

2 after 5 years from the last day prescribed for filing the return or after 1 year from the date of the 

3 overpayment, whichever period is later, unless before the expiration of the period, the taxpayer files a claim 

4 or the department of revenue has determined the existence of the overpayment and has approved the 

5 refund or credit. If the taxpayer has agreed in writing under the provisions of subsection ( 1) to extend the 

6 time within which the department may propose an additional assessment, the period within which a claim 

7 for refund or credit may be filed or a credit or refund allowed if a claim is not filed is automatically 

8 extended. 

9 (3) If a return is required to be filed and the taxpayer fails to file the return, the tax may be 

10 assessed or an action to collect the tax may be brought at any time. If a return is required to be filed and 

11 the taxpayer files a fraudulent return, the 5-year period provided for in subsection ( 1) does not begin until 

12 · discovery of the fraud by the department. 

13 

14 NEW SECTION. Section 16. Rulemaking authority. The department shall adopt rules that are 

15 necessary to implement and administer [sections 1 through 20]. 

16 

17 NEW SECTION. Section 17. Calculation of unit value. For the purposes of distribution of oil and 

18 natural gas production taxes to county and school taxing units for production from pre-1985 wells, the 

19 department shall determine the unit value of oil and natural gas for each taxing unit as follows: 

20 ( 1) The unit value for oil for each taxing unit is the quotient obtained by dividing the net proceeds 

21 taxes calculated on oil produced and sold in that taxing unit in calendar year 1988 by the number of barrels 

22 of oil produced in that taxing unit during 1988, excluding post-1985 wells. 

23 (2) The unit value for natural gas is the quotient obtained by dividing the net proceeds taxes 

24 calculated on natural gas produced and sold in that taxing unit in calendar year 1988 by the number of 

25 cubic feet of natural gas produced in that taxing unit during 1988, excluding post-1985 wells. 

26 

27 NEW SECTION. Section 18. Distribution of taxes. (1) For each calendar quarter, the department 

28 of revenue shall determine the amount of tax, late payment interest, and penalty collected under [sections 

29 1 through 20]. For purposes of distribution of the taxes to county and school taxing units, the department 

30 shall determine the amount of oil and natural gas production taxes paid on production from pre-1985 wells, 
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post-1985 wells, and horizontally drilled wells located in the taxing unit. 

2 (2) Except as provided in subsections (3) and (4), oil production taxes must be distributed as 

3 follows: 

4 (a) The amount equal to 41.6% of the oil production taxes, including late payment interest and 

5 penalty, collected under [sections 1 through 20] must be distributed as provided in subsection (7). 

6 (bl The remaining 58.4% of the oil production taxes, plus accumulated interest earned on the 

7 amount allocated under this subsection (2)(b), must be deposited in the agency fund in the state treasury 

8 and transferred to the county and school taxing units for distribution as provided in subsection (8). 

9 (3) The amount equal to 100% of the oil production taxes, including late payment interest and 

10 penalty, collected from working interest owners on production from post-1985 wells occurring during the 

11 first 12 months of production must be distributed as provided in subsection (7). 

12 (4) The amount equal to 100% of the oil production taxes, including late payment interest and 

13 penalty, collected under [sections 1 through 20] on production from horizontally drilled wells and on the 

14 incremental production from horizontally recompleted wells occurring during the first 18 months of 

15 production must be distributed as provided in subsection (7). 

16 (5) Except as provided in subsection (6), natural gas production taxes must be allocated as follows: 

17 (a) The amount equal to 14.6% of the natural \Jas production taxes, including late payment interest 

18 and penalty, collected under [sections 1 through 20] must be distributed as provided in subsection (7). 

19 (b) The remaining 85.4% of the natural gas production taxes, plus accumulated interest earned on 

20 the amount allocated under this subsection (5)(bl, rnust be deposited in the agency fund in the state 

21 treasury and transferred to the county and school taxing units for distribution as provided in subsection (8). 

22 16) The amount equal to 100% of the natural !JBS production taxes, including late payment interest 

23 and penalty, collected from working interest owners under [sections 1 through 20] on production from 

24 post-1985 wells occurring during the first 12 months of production must be distributed as provided in 

25 subsection (7). 

26 17) The department shall, in accordance with the provisions of 15-1-501 (6), distribute the state 

27 portion of oil and natural gas production taxes, including late payment interest and penalty collected, as 

28 follows: 

29 (a) 85% to the state general fund; 

30 (bl 4.3% to the state special revenue fund for the purpose of paying expenses of the board as 
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provided in 82-11-135; and 

2 (c) 10.7% to be distributed as provided by 15-38-106(2). 

3 (8) (a) For the purpose of distribution of the oil and natural gas production taxes from pre-1985 

4 wells, the department shall each calendar quarter adjust the unit value determined under this suaseotion 

5 AA [SECTION 17] according to the ratio that the oil and natural gas production taxes from pre-1985 wells 

6 collected during the calendar quarter for which the distribution occurs plus penalties and interest on 

7 delinquent oil and natural gas production taxes from pre-1985 wells bears to the total liability for the oil and 

8 natural gas production taxes from pre-1985 wells for the quarter for which the distribution occurs. The 

9 amount of oil and production taxes distributions must be calculated and distributed as follows: 

10 (i) By the dates referred to in subsection (9), the department shall calculate and distribute to each 

11 eligible county the amount of oil and natural gas production taxes from pre-1985 wells for the quarter, 

12 determined by multiplying the unit value, as adjusted in this subsection (8)(a), by the units of production 

13 on which oil and natural gas production taxes from pre-1985 wells were owed for the calendar quarter for 

14 which the distribution occurs. 

15 (ii) Any amount by which the total tax liability exceeds or is less than the total distributions 

16 determined in subsection (8)(a) must be calculated and distributed in the following manner: 

17 (A) The excess amount or shortage must be divided by the total distribution determined for that 

18 period to obtain an excess or shortage percentage. 

19 (B) The excess percentage must be multiplied by the distribution to each taxing unit, and this 

20 amount must be added to the distribution to each respective taxing unit. 

21 (Cl The shortage percentage must be multiplied by the distribution to each taxing unit, and this 

22 amount must be subtracted from the distribution to each respective taxing unit. 

23 (b) Except as provided in subsection (8)(c). the county treasurer shall distribute the money received 

24 under subsection (9) from pre-1985 wells to the taxing units that levied mills in fiscal year 1990 against 

25 calendar year 1988 production in the same manner that all other property tax proceeds were distributed 

26 during fiscal year 1990 in the taxing unit, except that a distribution may not be made to a municipal taxing 

27 unit. 

28 (c) The board of county commissioners of a county may direct the county treasurer to reallocate 

29 the distribution of oil and natural gas production tax money that would have gone to a taxing unit, as 

30 provided in subsection (8)(b), to another taxing unit or taxing units, other than an elementary school or high 
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school, within the county under the following conditions: 

2 (i) The county treasurer shall first allocate the oil and natural gas production taxes to the taxing 

3 units within the county in the same proportion that all other property tax proceeds were distributed in the 

4 county in fiscal year 1990. 

5 (ii) If the allocation in subsection (8)(c)(i) exceeds the total budget for a taxing unit, the 

6 commissioners may direct the county treasurer to allocate the excess to any taxing unit within the county. 

7 (d) The board of trustees of an elementary or high school district may reallocate the oil and natural 

8 gas production taxes distributed to the district by the county treasurer under the following conditions: 

9 (i) The district shall first allocate the oil and natural gas production taxes to the budgeted funds 

1 0 of the district in the same proportion that all other property tax proceeds were distributed in the district in 

11 fiscal year 1990. 

12 (ii) If the allocation under subsection (8)(d)(i) exceeds the total budget for a fund, the trustees may 

13 allocate the excess to any budgeted fund of the school district. 

14 (e) For all production from post-1985 wells and horizontally drilled wells completed after December 

15 31, 1993, the county treasurer shall distribute oil and natural gas production taxes received under 

16 subsections (2)(b) and (5)(b) between county and school taxing units in the relative proportions required 

17 by the levies for state, county, and school district purposes in the same manner as property taxes were 

1 8 distributed in the preceding fiscal year. 

19 (f) The allocation to the county in subsection ,iB)(e) must be distributed by the county treasurer in 

20 the relative proportions required by the levies for county taxing units and in the same manner as property 

21 taxes were distributed in the preceding fiscal year. 

22 (g) The money distributed in subsection (8)(e) that is required for the county mill levies for school 

23 district retirement obligations and transportation schedules must be deposited to the funds established for 

24 these purposes. 

25 (h) The oil and natural gas production taxes distributed under subsection (B)(b) that are required 

26 for the 6-mill university levy imposed under 20-25-423 and for the county equalization levies imposed under 

27 20-9-331 and 20-9-333, as those sections read on July 1, 1989, must be remitted by the county treasurer 

28 to the state treasurer. 

29 (i) The oil and natural gas production taxes distributed under subsection (8)(e) that are required for 

30 the 6-mill university levy imposed under 20-25-423, for the county equalization levies imposed under 
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20-9-331 and 20-9-333, and for the state equalization aid levy imposed under 20-9-360 must be remitted 

2 by the county treasurer to the state treasurer. 

3 (jl The amount of oil and natural gas production taxes remaining after the treasurer has remitted 

4 the amounts determined in subsections (8I(hl and (8)(il is for the exclusive use and benefit of the county 

5 and school taxing units. 

6 (9) The department shall remit the amounts to be distributed in subsection (8) to the county 

7 treasurer by the following dates: 

8 (a) On or before August 1 of each year, the department shall remit to the county treasurer oil and 

9 natural gas production tax payments received for the calendar quarter ending March 31 of the current year. 

10 (bl On or before November 1 of each year, the department shall remit to the county treasurer oil 

11 and natural gas production tax payments received for the calendar quarter ending June 30 of the current 

12 year. 

13 (c) On or before February 1 of each year, the department shall remit to the county treasurer oil and 

14 natural gas production tax payments received for the calendar quarter ending September 30 of the previous 

15 year. 

16 (di On or before May 1 of each year, the department shall remit to the county treasurer oil and 

17 natural gas production tax payments received for the calendar quarter ending December 31 of the previous 

18 calendar year. 

19 ( 10) The department shall provide to each county by May 31 of each year the amount of gross 

20 taxable value represented by all types of production taxed under [section 4) for the previous calendar year 

21 multiplied by 60%. The resulting value must be treated as taxable value for county classification purposes 

22 and for county bonding purposes. 

23 

24 NEW SECTION. Section 19. Local government severance tax payments for calendar year 1995 

25 production -- distribution of payments -- not subject to 1-105 limitations. ( 1) The local government 

26 severance tax imposed under 15-36-101, as that section read before [the effective date of this act], for 

27 calendar year 1995 production is due as follows: 

28 (a) for oil and natural gas production occurring in the first calendar quarter of 1995, the tax is due 

29 May 31, 1996; 

30 lb) for oil and natural gas production occurring in the second calendar quarter of 1995, the tax is 
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due May 31, 1997; 

2 {c) for oil and natural gas production occurring in the third calendar quarter of 1995, the tax is due 

3 May31,1998;and 

4 {d) for oil and natural gas production occurring in the fourth calendar quarter of 1995, the tax is 

5 due May 31, 1999. 

6 (2) {a) If the taxpayer pays the entire local government severance tax liability for calendar year 

7 1995 on or before June 30, 1996, the taxpayer must receive a 6% reduction in the total local government 

8 severance tax liability. 

9 (b) Any payment of local government severance taxes for calendar year 1995 made on or before 

1 O June 30, 1997, does not accrue interest. Any payment of local government severance taxes for calendar 

11 year 1995 made after June 30, 1997, must accrue interest at the rate of 1 % a month or fraction of a 

12 · month from July 1, 1997, to the date of payment. Any payment for the third quarter of 1995 received after 

13 May 31, 1998, and any payment for the fourth quart,er of 1995 received after May 31, 1999, is subject 

14 to the late payment penalty provisions in [section 8]. 

15 {c) In the case of the dissolution of the operator or a change in the operator of any lease or unit, 

16 any unpaid local government severance tax for calendar year 1995 becomes due on the date of dissolution 

17 or on the date of the change in operator. The operator is subject to the provisions of subsection (2)(a) 

18 regarding the 6% tax liability reduction or the provisions of subsection {2)(b) regarding interest and 

19 penalties. 

20 (3) The department shall determine the amount of tax collected under subsections (1) and (2) from 

21 within each taxing unit. 

22 (4) For purposes of the distribution of local government severance taxes collected under this 

23 section, the department shall use the unit value of oil and gas for each taxing unit as determined in [section 

17]. 24 

25 (5) The local government severance tax must be deposited in the agency fund in the state treasury 

26 and transferred to the county for distribution as provided in subsection (6). 

27 (6) For the purpose of the distribution of the local government severance tax for calendar year 

28 1995 production, the department shall adjust the unit value determined under this section according to the 

29 ratio that the local government severance taxes collected during the quarters for which the distribution 

30 occurs plus penalties and interest on delinquent local government severance taxes bears to the total liability 
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tor local government severance taxes for the quarters for which the distribution occurs. The taxes must 

2 be calculated and distributed as follows: 

3 (al By July 31 of each of the years 1996, 1997, 1998, and 1999, the department shall calculate 

4 and distribute to each eligible county the amount of local government severance tax for calendar year 1995 

5 production, determined by multiplying the unit value, as adjusted in this subsection (61, by the units of 

6 production on which the local government severance tax was owed during calendar year 1995 production. 

7 (bl Any amount by which the total tax liability exceeds or is less than the total distributions 

8 determined in subsection (6)(a) must be calculated and distributed in the following manner: 

9 {i) The excess amount or shortage must be divided by the total distribution determined for that 

10 period to obtain an excess or shortage percentage. 

11 {ii) The excess percentage must be multiplied by the distribution to each taxing unit, and this 

12 amount must be added to the distribution to each respective taxing unit. 

13 (iii) The shortage percentage must be multiplied by the distribution to each taxing unit, and this 

14 amount must be subtracted from the distribution to each respective taxing unit. 

15 (7) (a) The county treasurer shall distribute the money received under subsection (6) between the 

16 county and school taxing units. The distribution between county and school taxing units is the ratio of the 

17 number of mills levied for fiscal year 1990 against 1988 production in each taxing unit for the county and 

1 8 schools, including the county equalization levies that were in effect under 20-9-331 and 20-9-333 as those 

19 sections read on July 1, 1989, and the university 6-mill levy imposed under 20-25-423, except that a 

20 distribution may not be made to a municipal taxing unit or the state equalization aid levy imposed under 

21 20-9-360. Distribution of money for the county equalization levies and the university levy must be remitted 

22 to the state by the county treasurer. The amounts distributed under subsections {7)(b) and {7){c) are for 

23 the exclusive use of county and school taxing units. 

24 {bl The county treasurer shall deposit the money from subsection I7)(a) allocated to county levies 

25 to the oil and gas tax accelerated fund. 

26 {cl The trustees of a school district may allocate any payment received under subsection {7){a) to 

27 any budget fund of the district or to the miscellaneous programs fund established in 20-9-507. The 

28 trustees shall direct the county treasurer to deposit the local government severance tax payments under 

29 this section to the funds of the district in accordance with the allocations determined by the trustees. 

30 (8) Local government severance tax payments to eeuAt•r ta><iA!l UAits A COUNTY pursuant to this 
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section are not subject to the limitations of Title 15, chapter 10, part 4. Payments of local government 

2 severance tax pursuant to this section may not be used for county classification purposes under 7-1-2111 

3 and may not be considered in the determination of bonding limits under 7-7-2101, 7-7-2203, 7-14-2524, 

4 and7-16-2327. 

5 

6 NEW SECTION. Section 20. Oil and natural gas accelerated tax fund. (11 The county 

7 commissioners of a county that receives tax distributions under [section 19) shall establish an oil and 

8 natural gas accelerated tax fund for the deposit of the distributions. The county commissioners may retain 

9 the money in the fund for any time period considered appropriate by the commissioners. Money retained 

1 O in the fund may not be considered as fund balance for the purpose of reducing mill levies. 

11 (21 Money may be expended from the fund for any purpose allowed by law. 

12 (31 Money in the fund must be invested as provided by law. Interest and income earned on the 

13 investment of money in the fund must be credited to the fund. 

14 (4l The oil and natural gas accelerated tax fund must be financially administered as a nonbudgeted 

15 fund under the provisions of Title 7, chapter 6, part 23. 

16 

17 Section 21. Section 7-1-2111, MCA, is amended to read: 

18 "7-1-2111. Classification of counties. (1l For the purpose of regulating the compensation and 

19 salaries of all county officers, not otherwise provided for, and for fixing the penalties of officers' bonds, 

20 the counties of this state must be classified accordin1~ to that 13ereeAta€je ef the tr1:1e aAEI f1:1II the taxable 

21 valuation of the property in the counties upon which the tax levy is made, except for vehicles subject to 

22 taxation under 61-3-504(2l, as follows: 

25 

26 

27 

28 

29 

30 

(al first class--all counties having a taxable valuation of $50 million or over; 

(bl second class--all counties having a taxable valuation of more than $30 million and less than $50 

million; 

(cl third class--all counties having a taxable valuation of more than $20 million and less than $30 

million; 

(dl fourth class--all counties having a taxable valuation of more than $15 million and less than $20 

million; 

(el fifth class--all counties having a taxable valuation of more than $10 million and less than $15 
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million; 

2 if) sixth class--all counties having a taxable valuation of more than $5 million and less than $1 O 

3 million; 

4 (g) seventh class--all counties having a taxable valuation of less than $5 million. 

5 (2) As used in this section, taxable valuation means the taxable value of taxable property 1n the 

6 county as of the time of determination plus: 

7 (a) that portion of the taxable value of the county on December 31, 1981, attributable to 

8 automobiles and trucks having a rated capacity of three-quarters of a ton or less; 

9 (bl that portion of the taxable value of the county on December 31, 1989, attributable to 

10 automobiles and trucks having a rated capacity of more than three-quarters of a ton but less than or equal 

11 to 1 ton; 

1 2 (c) the amount of tairns levies on new prosuetion, production from horizontally completed wells, 

13 ans incremental prosuetion, as provises in 1 e 23 607, di..,ised by the appropriate ta>< rates describes in 

14 1 e 23 607{2l(al, (2l{bl, or (2)(ol and m1c1ltiplies ay 60% the value provided by the department of revenue 

15 under [section 18(10)]; and 

16 (d) H1e amo1c1nt ef ·1al1c1e representes by new prod1c1otion or prod1c1etion from horizontall•,· eomploted 

17 wells exempted from tail as provided in 16 23 612 m1c1ltiplies b1• 60%, pl1c1s the ·,alue of any other 

18 production oee1c1rring after Deeember 31, 19BB, multiplies a1• 60%; and 

19 W 6% of the taxable value of the county on January 1 of each tax year." 

20 

21 Section 22. Section 7-7-2101, MCA, is amended to read: 

22 "7-7-2101. Limitation on amount of county indebtedness. ( 1) A county may not become indebted 

23 in any manner or for any purpose to an amount, including existing indebtedness, in the aggregate exceeding 

24 23% of the total of the taxable value of the property in the county subject to taxation, plus the amo1c1nt of 

25 tairns le·,ies on new prod1c1etien, prod1c1etien frem horizontally completes wells, ans inereffiental prosuetion 

26 di•,•idod by the apprepriate ta>< rates seseriaes in 16 23 607(2) (a), (2)(b), or {21 lei ans m1c1ltiplies ay 60-%, 

27 19l1c1s tho am01c1nt ef val1c1e represented b•( new produotion and prod1c1etien from herizentally completed •,veils 

28 O>lem19tod frem ta>E as provided in 16 23 612 n:u,iltiplied by 60%, pl1c1s the val1c1e of any other prod1c1etion 

29 oee1c1rring after Deeemaer 31, 19BB, m1c1ltipliod av 60~~ value provided by the department of revenue in 

30 [section 1811 O)j, as ascertained by the last assessment for state and county taxes previous to the incurring 
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of the indebtedness. 

2 (2) A county may not incur indebtedness or liability for any single purpose to an amount exceeding 

3 $500,000 without the approval of a majority of the electors of the county voting at an election to be 

4 provided by law, except as provided in 7-21-3413 and 7-21-3414. 

5 (3) This section does not apply to the acquisition of conservation easements as set forth in Title 

6 76, chapter 6." 

7 

8 Section 23. Section 7-7-2203, MCA, is amended to read: 

9 "7-7-2203. Limitation on amount of bonded indebtedness. (1) Except as provided in subsections 

1 O (2) through (4), a county may not issue general obligation bonds for any purpose that, with all outstanding 

11 bonds and warrants except county high school bonds and emergency bonds, will exceed 11.25% of the 

12 total of the taxable value of the property in the county, plus the amount of taJWS levied on new production, 

1 3 production from horizontall·( eompleteEl wells, anEl incrementa', 13r0Eluetion Eli..,ided by the a13propriate tax 

14 rates described in Hi 23 €i07(21(a), (21(b), or (211el and multii;,lied b·r e0%, plus tho amount of ·ralue 

15 represented by new produetion and produetion from horizontally eomi;,leted wells exempted froni tmc as 

16 prQvided in 1 § 23 €i12 muW,plied b•r €i0%, plus the ·~alue of an',' other prosuetion oeourrin§ after December 

1 7 31, 19BB, multiplied by €i0% value provided by the department of revenue under [section 1 8( 1 O}j, to be 

18 ascertained by the last assessment for state and county taxes prior to the proposed issuance of bonds. 

19 (2) In addition to the bonds allowed by subs•~ction (11, a county may issue bonds that, with all 

20 outstanding bonds and warrants, will not exceed 27.75% of the total of the taxable value of the property 

21 in the county subject to taxation, plus the amount O"f taxes levied on new production, produetion from 

22 hor;,zontall•r eompleteEl ,,..,ells, ans ineremental presuetion divided by the appropriate talC rates deseril3od in 

23 1 e 23 €i07(2)1a), (21(131, or 121(c) and multiplied 13y €i0%, plus the amount et value represented 13y new 

24 production and produetion froR'l hori20ntally eompletedl wells exempted from tax as provided in 1 e 23 612 

25 multiplies b•r e0% value provided by the department of revenue under [section 18( 10)), when necessary 

26 to do so, plus the value of any other produetion oeeurrin§ after December 31, 1988, multiplied by e0% for 

27 the purpose of acquiring land for a site for county high school buildings and for erecting or acquiring 

28 buildings on the site and furnishing and equipping the buildings for county high school purposes. 

29 (31 In addition to the bonds allowed by subsections (1) and 12), a county may issue bonds for the 

30 construction or improvement of a jail that will not exceed 12.5% of the taxable value of the property in the 
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county subject to taxation. 

2 (41 The limitation in subsection (11 does not apply to refunding bonds issued for the purpose of 

3 paying or retiring county bonds lawfully issued prior to January 1, 1932, or to bonds issued for the 

4 repayment of tax protests lost by the county." 

5 

6 Section 24. Section 7-14-2524, MCA, is amended to read: 

7 "7-14-2524. Limitation on amount of bonds issued -- excess void. (1) Except as otherwise 

8 provided in 7-7-2203, 7-7-2204, and this section, a county may not issue bonds that, with all outstanding 

9 bonds and warrants except county high school bonds and emergency bonds, will exceed 11.25% of the 

10 total of the taxable value of the property in the county, plus the amotmt of tai<es levied on ne·A· production, 

11 13roduotion from horizontally completed wells, and incromental produetion di\·ided b•r the appropriate taJ< 

12 rates described in 15 23 607(2)Ia), (2)(b), or (2)(o) and multiplied by 60%, plus the amount of ,•alue 

13 re13resented bty• new preduction and produetion from horizontally com13lernd wells eHempted from taJ< as 

14 pro¥ided ;,n 15 23 612 multiplied by e0%, 13lus the ,•alue of any other production oeeurring after December 

15 31, 1988, multiplied by 6Qq~ value provided by the department of revenue under [section 18{1 0)j. The 

16 taxable property and the amount of taxes levied on new production, production from horizontally completed 

17 wells, and incremental production must be ascertained by the last assessment for state and county taxes 

18 prior to the issuance of the bonds. 

19 (21 A county may issue bonds that, with all outstanding bonds and warrants except county high 

20 school bonds, will exceed 11.25% but will not exceed 22.5% of the total of the taxable value of the 

21 property, plus the □Rlount of ta Hos le, ied on no·,•, [3resuetion, production from horizontally coR1!3letes well-&, 

22 ans incremental production sivided by tho ap13roJ;Jriate taJE rates described in Hi 23 607(2)(a), (2)(b), or 

23 (2)(e) and multiplied ey 60%, 13lus tho amount of value represented B'J' now J;JFOduetion and J;)roduetion from 

24 horizontally com13leted wells eJ<eR'lpted froR'l taiE as provided in 15 23 e 12 multiJ;Jlied ey 60%, J;Jlus tho value 

25 of any other 13roduetien eeouFFin§ after 9eeoA113er 31, 1988, multiplied ey 60% value provided by the 

26 department of revenue under [section 18(10)] when necessary for the purpose of replacing, rebuilding, or 

27 repairing county buildings, bridges, or highways that have been destroyed or damaged by an act of God 

28 or by a disaster, catastrophe, or accident. 

29 (3) The value of the bonds issued and all other outstanding indebtedness of the county, except 

30 county high school bonds, may not exceed 22.5% of the total of the taxable value of the property within 
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the county, plus the amount of ta)(eS levied on new production, production from horizontal I',' eell'lpleted 

2 wells, and ineremental produetien di.,.ided B'f' tho appropriate ta1c rates deserieed in 1 Ei 23 e07(2)(al, (2)(13), 

3 or (2llel and multiplied ey e0%, plus the amount of 11alue represented B'f new produotion and produetion 

4 from horizontally completed wells mmmptod from tal\ as pro••ided in 1 e 23 e12 multiplied ey e0%, plus 

5 ti'le ... alue of any eti'ler production oecurring after Decemeer 31, 1988, multiplied B'f' e0% value provided 

6 by the department of revenue under [section 18(1 OIL as ascertained by the last preceding general 

7 assessment." 

8 

9 Section 25. Section 7-14-2525, MCA, is amended to read: 

10 "7-14-2525. Refunding agreements and refunding bonds authorized. I 1) Whenever the total 

11 indebtedness of a county exceeds 22.5% of the total of the taxable value of the property therein, plus the 

12 amount of tmms le.,.ied en new production, production !rem herizentallv completed wells, and incremental 

13 productien divided by the appropriate ta)( rates descril:Jed in 1 Ei 23 e07(2)(a), (2)(i3), er (21(e) and multiplied 

14 by e0%, plus the ameunt of .,.alue represented B't' ,~ew production and production from herizontall',' 

15 eem13leted wells e,cempted !rem taH as pro~•ided in 1 e 23 e12 multiplied B'( e0%, plus ti'le ... alue of an',' 

16 ether preduetien eeeurring after Deeemeer 31, 1988, multiplied 13•~ e0% value provided by the department 

17 of revenue under (section 18(10)), and the board determines that the county is unable to pay the 

18 indebtedness in full, the board may: 

19 (a) negotiate with the bondholders for an agreement whereby the bondholders agree to accept less 

20 than the full amount of the bonds and the accrued unpaid interest in satisfaction of the bonds; 

21 (b) enter into the agreement; 

22 (cl issue refunding bonds for the amount agreed upon. 

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

24 or serial bonds. 

25 (3) The plan agreed upon between the board and the bondholders must be embodied in full in the 

26 resolution providing for the issuance of the bonds." 

27 

28 Section 26. Section 7-16-2327, MCA, is amended to read: 

29 "7-16-2327. Indebtedness for park purposes. (1) Subject to the provisions of subsection (2), a 

30 county park board, in addition to powers and duties now given under law, has the power and duty to 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

contract an indebtedness in behalf of a county, upon the credit of the county, for the purposes of 

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

(21 (a) The total amount of indebtedness authorized to be contracted in any form, ,ncluding the 

then-existing indebtedness, may not at any time exceed 13% of the total of the taxable value of the taxable 

property in the county, plus the aA101cJnt of ta,ces le•;ieEl on new praEl1cJetion, pros1cJetion from horizontall~· 

eoA1ploted walls, and inereA1ental prosuetion sivises by the appropriate taic rates describes in 

15 23 6O7I2)(al, (2)(b), or (2)Ic) and multiplied by !30%, plus the aA1ount of vallcle represented by new 

production ans production froA1 horizontally eompletod wells 01coFA13tod from taH as provises in 15 23 !312, 

plus tho val1cJe of an•, other prod1cJetion oeeurring after E)eeeFAber 31, 1988, FAlclltiplies by !30% value 

provided by the department of revenue under [section 18(10)], ascertained by the last assessment for state 

and county taxes previous to the incurring of the indebtedness. 

(b) Money may not be borrowed on bonds issued for the purchase of lands and improving the land 

for any purpose until the proposition has been submitted to the vote of those qualified under the provisions 

of the state constitution to vote at the election in the affected county and a majority vote is cast in favor 

of the bonds." 

17 Section 27. Section 15-1-501, MCA, is amended to read: 

18 "15-1-501 . Disposition of money from certain designated license and other taxes. 11) The state 

19 treasurer shall deposit to the credit of the state general fund in accordance with the provisions of 

20 subsection 16) all money received from the collection of: 

21 (al fees from driver's licenses, motorcycle endorsements, and duplicate driver's licenses as 

22 provided in 61-5-121; 

23 (b) electrical energy producer's license taxes under chapter 51; 

24 (el severanee ta>ces alloeates to the general flclnd under ehapter 3!3; 

25 AA_{_g_J_ liquor license taxes under Title 16; 

26 MJ.Ql telephone company license taxes under chapter 53; and 

27 f.ftifil inheritance and estate taxes under Title 72, chapter 16. 

28 (2) All money received from the collection of income taxes under chapter 30 of this title must, in 

29 accordance with the provisions of subsection (6), be deposited as follows: 

30 la) 91.3% of the taxes to the credit of the state general fund; 
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(b) 8. 7% of the taxes to the credit of the debt service account for long-range building program 

2 bonds as described in 17-5-408; and 

3 (cl all interest and penalties to the credit of the state general fund. 

4 (31 All money received from the collection of corporation license and income taxes under chapter 

5 31 of this title, except as provided in 15-31-702, must, in accordance with the provisions of subsection 

6 (6), be deposited as follows: 

7 (al 89.5% of the taxes to the credit of the state general fund; 

8 (b) 10.5% of the taxes to the credit of the d,~bt service account for long-range building program 

9 bonds as described in 17-5-408; and 

1 O (c) all interest and penalties to the credit of tlie state general fund. 

11 (4) The department of revenue shall also deppsit to the credit of the state general fund all money 

12 received from the collection of license taxes, fees, ancl all net revenues and receipts from all other sources 

13 under the operation of the Montana Alcoholic Beveraiie Code. 

14 (5) After tl=ie distFieutieA 13r0Yided feF iA 1 ~i a6 112, tl=ie rell'laiAder ef tl=ie eil se~•eraAee ta1E 

15 eelleetieAs Oil and natural gas production taxes allocated under [section 18(7)(a)l must be deposited in the 

16 general fund. 

17 (6) Notwithstanding any other provision of law, the distribution of tax revenue must be made 

18 according to the provisions of the law governing allocation of the tax that were in effect for the period in 

19 which the tax revenue was recorded for accounting purposes. Tax revenue must be recorded as prescribed 

20 by the department of administration, pursuant to 17-1-102(2) and (51, in accordance with generally 

21 accepted accounting principles. 

22 (7) All refunds of taxes must be attributed to the funds in which the taxes are currently being 

23 recorded. All refunds of interest and penalties must be attributed to the funds in which the interest and 

24 penalties are currently being recorded." 

25 

26 Section 28. Section 15-6-208, MCA, is amended to read: 

27 "15-6-208. Mineral exemptions. (11 One-half of the contract sales price of coal sold by a coal 

28 producer who extracts less than 50,000 tons of coal in a calendar year is exempt from taxation. 

29 (2) Metal mines producing less than 20,000 tons of ore in a taxable year are exempt from property 

30 taxation on one-half of the merchantable value. 
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1a) (a) ~Jew 13raduotian. as defined in 16 2a 601, is e1cempt fram ta1Eatian far the first 12 manths 

2 af 13raduetian as 13revidea in 16 2a 612. 

3 le) Preduetien frem herizontally completed wells, as definea in 16 23 601, is e>rnm13t frem ta>Eatian 

4 fer the first 18 months of 13raduct1on as 13ra~•ided in 16 2a 612. 

5 f4+Ql The first 1,000 tons of travertine and building stone extracted from a mine in a tax year are 

6 exempt from property taxation." 

7 

8 Section 29. Section 15-16-102, MCA, is amended to read: 

9 "15-16-102. Time for payment -- penalty for delinquency. Except as provided in 15-16-802 and 

1 O 15-16-803 and unless suspended or canceled under the provisions of Title 15. chapter 24, part 1 7, all taxes 

11 levied and assessed in the state of Montana, except assessments made for special improvements in cities 

12 and towns payable under 15-16-103 and assessments made on interim 13roduetion and new 13roduetion as 

13 13rovided in Title 1 e, cha13ter 23, 13art 6, ans 13ayal:ile unaer 16 16 121, shall l:ie are payable as follows: 

14 ( 1) One-half of the taxes are payable on or before 5 p.m. on November 30 of each year or within 

15 30 days after the tax notice is postmarked, whichever is later, and one-half are payable on or before 5 p.m. 

16 on May 31 of each year. 

17 (21 Unless one-half of the taxes are paid on or before 5 p.m. on November 30 of each year or 

18 within 30 days after the tax notice is postmarked, whichever is later, #!eR the amount se payable Sf\a/1 

19 sesame ~ delinquent and shall araw draws interest at the rate of 5/6 of 1 % 13ef .2 month from and after 

20 the delinquency until paid and 2 % Sf\a/1 must be added to the delinquent taxes as a penalty. 

21 (3) All taxes due and not paid on or before 5 p.m. on May 31 of each year shall ee are delinquent 

22 and Sf\a/1 draw interest at the rate of 5/6 of 1 % 13ef .2 month from and after the delinquency until paid and 

23 2% Sf\a/1 must be added to the delinquent taxes as a penalty. 

24 14) If the date on which taxes are due falls on a holiday or Saturday, taxes may be paid without 

25 penalty or interest on or before 5 p.m. of the next business day in accordance with 1-1-307. 

26 15) A taxpayer may pay A+S current year taxes without paying delinquent taxes. The county 

27 treasurer~ shall accept a partial payment equal to the delinquent taxes, including penalty and inter.est, 

28 for one or more full taxable years, provided both halves of the current tax year have been paid. Payment 

29 of taxes for delinquent taxes must be applied to the taxes that have been delinquent the longest. The 

30 payment of the current tax year is not a redemption of the property tax lien for any delinquent tax year. 
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(6) The penalty and interest on delinquent assessment payments for specific parcels of land may 

2 be waived by resolution of the city council. A copy of the resolution must be certified to the county 

3 treasurer." 

4 

5 Section 30. Section 15-23-103, MCA, is amended to read: 

6 "15-23-103. Due date of reports and returns•· extensions. (1 l Except as provided in subsection 

7 12) and 1 s 2a eG2, each report or return described in 15-23-301, 15-23-402, 15-23-502, 15-23-701, or 

8 15-23-51 7 must be delivered to the department on or before March 31 each year. 

9 ( 2) Each report or return for a natural gas or oil pipeline described in 1 5-23-301 must be delivered 

1 O to the department on or before April 15 each year. 

11 (3) Each report described in 15-23-201, 15-23-212, 15-23-515, or 15-23-516 must be delivered 

1 2 · to the department before April 1 5 each year. 

13 (4) The department may for good cause extend the time for filing a return or report for not more 

14 than 30 days." 

15 

16 Section 31. Section 15-23-104, MCA, is amended to read: 

17 "15-23-104. Failure to file ·· estimate by department ·· penalty. ( 1) If any person fails to file a 

18 report or return within the time established in 15-23-103 or by a later date approved by the department, 

19 the department shall estimate the value of the property that should have been reported on the basis of the 

20 best available information. In estimating the value of the net proceeds of mines, the department shall 

21 proceed under 15-23-506, and in estimating the value of the gross proceeds of coal mines, the department 

22 shall proceed under 15-35-107. In estimating the value of all other property subject to assessment under 

23 parts 2 through 4 of this chapter, the department shall proceed under 15-1-303. In estimating value under 

24 this section, the department may subpoena a person or the person's agent as specified in 15-1-302. An 

25 assessment pursuant to parts 5L lhFOU§h 7, and 8 of this chapter based on estimated value or imputed 

26 value is subject to review under 15-1-211. For each month or part of a month that a report is delinquent, 

27 the department shall impose and collect a $25 penalty, with the total not to exceed $200, and shall deposit 

28 the penalty to the credit of the general fund. The department shall assess a penalty of 1 % of the tax due 

29 for each month or part of a month that the report is delinquent. The department shall notify the county 

30 treasurer of each affected county of the amount of the penalty, and the treasurer shall collect the penalty 
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in the same manner as the taxes to which the penalty applies. 

2 (2) For a delinquency in reporting under 15-23-212, the department shall assess a penalty of 1 % 

3 of the tax due for each month or part of a month that the report is delinquent." 

4 

5 Section 32. Section 15-23-106, MCA, is amended to read: 

6 "15-23-106. Report to the counties. ( 1) On or before July 1, the department shall prepare for each 

7 county a statement listing: 

8 (a) the assessed value of railroad property, as determined under 15-23-202, apportioned to the 

9 county, including the length or other description of the property; 

10 (bl the assessed value of utility property, as determined under 15-23-303, apportioned to the 

11 county, including the length or other description of the property; 

12 (c) the assessed value of property of airline companies, as determined under 15-23-403, 

13 apportioned to the county; 90% of the value of the property of airline companies apportioned to any county 

14 by reason of a state airport being located in the county must be stated separately from the remaining 

15 assessed value of the property of airline companies apportioned to the county; 

16 (d) the assessed value of the net proceeds and royalties from mines aAcl oil aAcl gas wells in the 

17 county, as determined under 1 5-23-503, 15-23-505, 15-23-515, 15-23-516, and 15-23-51 7, 1 e 23 603, 

18 a A cl 1 e 2 3 60e; and 

19 (e) the assessed value of the gross proceeds from coal mines, as described in 15-23-701. 

20 (2) The department shall enter the reported assessed values in the property tax record for the 

21 county." 

22 

23 Section 33. Section 15-23-115, MCA, is amended to read: 

24 "15-23-115. Interest. If the department determines that a taxpayer has incorrectly reported a value 

25 under 15-23-502, 15-23-515, 15-23-516, 15-23-517, 1e 23 602, 15-23-701, or 15-23-802 and if an 

26 additional tax is due, there must be added to the tax until paid in full interest at the rate of 1 % a month or 

27 fraction of a month from the date the original tax was due and payable. A taxpayer subject to imposition 

28 of interest pursuant to this section is not subject to the penalty and interest provisions contained in 

29 15-16-102." 

30 
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Section 34. Section 15-38-105, MCA, is amended to read: 

2 "15-38-105. Report of gross yield from mines. A person who engages in or carries on the business 

3 of mining, extracting, or producing a mineral from anv quartz vein or lode, placer claim, dump or tailings, 

4 or other place or source shall file an annual statement of gross yield of the mineral from each mine owned 

5 or worked by that person during the calendar year. This statement must be in the form prescribed by the 

6 department and SHa!! must be signed by the person or the manager, superintendent, agent, president, or 

7 vice-president of the corporation, association, or partnership, if any. Metal producers shall deliver the 

8 statement to the department on or before March 3'1 following the end of the calendar year. Mineral 

9 producers, ineludin§ oil and §as prsdueers, shall deliver the statement to the department on or before the 

1 O 60th day following the end of the calendar year. The statement SHa!! must show the following: 

11 ( 1) the name and address of the owner or lessee or operator of the mine; 

1 2 (2) the description and location of the mine; 

13 (3) the quantity of minerals extracted, produced, and treated or sold from the mine during the 

14 period covered by the statement; 

15 (4) the amount and character of the mineral and the total yield of the mineral from the mine in 

16 constituents of commercial value; that is to say, the number of ounces of gold or silver, pounds of copper 

17 or lead, tons of coal, 13arrels ef petreleuffi er etl9er erude er ffiineral ail, eul3ie feet ef natural §BS, or other 

18 commercially valuable constituents of the ores or mineral products or deposits yielded to the person 

19 engaged in mining measured by standard units of measurement; 

20 (51 the gross yield or value in dollars and cents." 

21 

22 Section 35. Section 15-38-121, MCA, is amended to read: 

23 "15-38-121. Certain royalties exempt. Exempt from taxation are royalties received by: 

24 ( 1) an Indian tribe with respect to en reservation oil anEl §as mineral production pursuant to a lease 

25 entered into under the Indian Mineral Leasing Act of 1938 t.25 U.S.C. 396a-396g (1983)); 

26 12) the United States as trustee for individual Indians; and 

27 13) the United States, the state of Montana, or a county or municipal government." 

28 

29 Section 36. Section 15-38-202, MCA, is amunded to read: 

30 "15-38-202. (Temporary) Investment of resource indemnity trust fund -- expenditure -- minimum 
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balance. (1) All money paid into the resource indemnity trust fund, including money payable into the fund 

2 under the provisions of 15-37-117, must be invested at the discretion of the board of investments. All the 

3 net earnings accruing to the resource indemnity trust fund must annually be added to the trust fund until 

4 it has reached the sum of $10 million. Thereafter, only the net earnings may be appropriated and expended 

5 until the fund reaches $100 million. Thereafter, all net earnings and all receipts must be appropriated by 

6 the legislature and expended, provided that the balance in the fund may never be less than $100 million. 

7 (2) (a) At the beginning of each biennium, there is allocated from the interest income of the 

8 resource indemnity trust fund: 

9 (i) an amount not to exceed $175,000 to the environmental contingency account pursuant to the 

10 conditions of 75-1-1101; 

11 (ii) an amount not to exceed $50,000 to the oil and gas production damage mitigation account 

12 pursuant to the conditions of 82-11-161; 

13 (iii) beginning in fiscal year 1995, $240,000, which is statutorily appropriated, as provided in 

14 17-7-502, from the renewable resource grant and loan program state special revenue account to support 

15 the operations of the environmental science-water quality instructional programs at northern Montana 

16 college to be used for support costs, for matching funds necessary to attract additional funds to further 

17 expand statewide impact, and for enhancement of the facilities related to the programs; 

18 (iv) $1,025,000 to be deposited into the renewable resource grant and loan program state special 

19 revenue account, created by 85-1-604, for the purpose of making grants; 

20 (v) $2,200,000 to be deposited into the reclamation and development grants state special revenue 

21 account, created by 90-2-1104, for the purpose of making grants; and 

22 (vi) 13o§iAniA§ in iiseal 1•ear 1994, $250,000 to be deposited into the water storage state special 

23 revenue account created by 85-1-631. 

24 (b) The remainder of the interest income is allocated as follows: 

25 (i) Thirty-eight percent of the interest income of the resource indemnity trust fund must be 

26 allocated to the renewable resource grant and loan program state special revenue account created by 

27 85-1-604. 

28 (ii) Fifteen percent of the interest income of the resource indemnity trust fund must be allocated 

29 to the hazardous waste/CERCLA special revenue account provided for in 75-10-621. 

30 (iii) Forty-one and one-half percent of the interest income from the resource indemnity trust fund 
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must be allocated to the reclamation and development grants account provided for in 90-2-1104. 

2 !iv) Five and one-half percent of the interest income of the resource indemnity trust fund must be 

3 allocated to the environmental quality protection fund provided for in 75-10-704. 

4 (3) Any formal budget document prepared by the legislature or the executive branch that proposes 

5 to appropriate funds from the resource indemnity trust interest account other than as provided for by the 

6 allocations in subsection (2) must specify the amount of money from each allocation that is proposed to 

7 be diverted and the proposed use of the diverted funds. A formal budget document includes a printed and 

8 publicly distributed budget proposal or recommendation, an introduced bill, or a bill developed during the 

9 legislative appropriation process or otherwise during a legislative session. 

1 O 15-38-202. (Effective July 1, 1995I Investment of resource indemnity trust fund -- expenditure --

11 minimum balance. (1 l All money paid into the resourc,9 indemnity trust fund, including money payable into 

12 the fund under the provisions of 15-37-117 and [section 18). must be invested at the discretion of the 

13 board of investments. All the net earnings accruing to the resource indemnity trust fund must annually be 

14 added to the trust fund until it has reached the sum of $10 million. Thereafter, only the net earnings may 

1 5 be appropriated and expended until the fund reaches $100 million. Thereafter, all net earnings and all 

16 receipts must be appropriated by the legislature and expended, provided that the balance in the fund may 

1 7 never be less than $100 million. 

18 (2) (a) At the beginning of each biennium, there is allocated from the interest income of the 

19 resource indemnity trust fund: 

20 (i) an amount not to exceed $175,000 to the environmental contingency account pursuant to the 

21 conditions of 75-1-1101; 

22 (ii) an amount not to exceed $50,000 to the oil and gas production damage mitigation account 

23 pursuant to the conditions of 82-11-161; 

24 (iii) ee§iAAiA§ in fiseal 'fear 1996, $240,000, which is statutorily appropriated, as provided in 

25 17-7-502, from the renewable resource grant and loan program state special revenue account to support 

26 the operations of the environmental science-water quality instructional programs at northern Montana 

27 college to be used for support costs, for matching funds necessary to attract additional funds to further 

28 expand statewide impact, and for enhancement of the facilities related to the programs; 

29 (iv) beginning in fiscal year 1996, $2 million to be deposited into the renewable resource grant and 

30 loan program state special revenue account, created by 85-1-604, for the purpose of making grants; 
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1 {v) beginning in fiscal year 1996, $3 million to be deposited into the reclamation and development 

2 grants state special revenue account, created by 90-2- ·1104, for the purpose of making grants; and 

3 {v1) beginning in fiscal year 1996, $500,000 to be deposited into the water storage state special 

4 revenue account created by 85-1-631. 

5 {b) The remainder of the interest income is allocated as follows: 

6 {i) Thirty-six percent of the interest income of the resource indemnity trust fund must be allocated 

7 to the renewable resource grant and loan program state special revenue account created by 85-1-604. 

8 {ii) Eighteen percent of the interest income of the resource indemnity trust fund must be allocated 

9 to the hazardous waste/CERCLA special revenue account provided for in 75-10-621. 

10 {iii) Forty percent of the interest income from the resource indemnity trust fund must be allocated 

11 to the reclamation and development grants account provided for in 90-2-1104. 

12 {iv) Six percent of the interest income of the resource indemnity trust fund must be allocated to 

13 the environmental quality protection fund provided for in 75-10-704. 

14 (3) Any formal budget document prepared by the legislature or the executive branch that proposes 

15 to appropriate funds from the resource indemnity trust interest account other than as provided for by the 

16 allocations in subsection (2) must specify the amount of money from each allocation that is proposed to 

17 be diverted and the proposed use of the diverted funds. A formal budget document includes a printed and 

18 publicly distributed budget proposal or recommendation, an introduced bill, or a bill developed during the 

19 legislative appropriation process or otherwise during a legislative session." 

20 

21 Section 37. Section 17-7-502, MCA, is amended to read: 

22 "17-7-502. Statutory appropriations -- definition -- requisites for validity. { 1) A statutory 

23 appropriation is an appropriation made by permanent law that authorizes spending by a state agency 

24 without the need for a biennial legislative appropriation or budget amendment. 

25 (2) Except as provided in subsection (4), to be effective, a statutory appropriation must comply 

26 with both of the following provisions: 

27 {al The law containing the statutory authority must be listed in subsection (3). 

28 {b) The law or portion of the law making a statutory appropriation must specifically state that a 

29 statutory appropriation is made as provided in this section. 

30 (3) The following laws are the only laws containing statutory appropriations: 2-9-202; 2-17-105; 
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2-18-812; 3-5-901; 5-13-403; 10-3-203; 10-3-3'12; 10-3-314; 10-4-301; 15-1-111; 15-23-706; 

2 15-25-123; 15-31-702; 10 3e 112; 15-37-117; 15-38-202; 15-65-121; 15-70-101; 16-1-404; 16-1-410; 

3 16-1-411; 17-3-106; 17-3-212; 17-5-404; 17-5-424; 17-5-704; 17-5-804; 17-6-101; 17-6-201; 17-6-409; 

4 17-7-304; 18-11-112; 19-2-502; 19-6-709; 19-9-1007; 19-15-101; 19-17-301; 19-18-512; 19-18-513; 

5 19-1 8-606; 19-19-205; 19-19-305; 19-19-506; 20-4-1109; 20-8-111; 20-9-361; 20-26-1403; 20-26-1503; 

6 23-2-823; 23-5-136; 23-5-306; 23-5-409; 23-5-Ell 0; 23-5-612; 23-5-631; 23-7-301; 23-7-402; 

7 27-12-206; 32-1-537; 37-43-204; 37-51-501; 39-71-503; 39-71-907; 39-71-2321; 39-71-2504; 

8 44-12-206; 44-13-102; 50-5-232; 50-40-206; 53-6-150; 53-24-206; 60-2-220; 61-2-107; 67-3-205; 

9 75-1-1101; 75-5-507; 75-5-1108; 75-11-313; 76-12-123; 77-1-808; 80-2-103; 80-2-222; 80-4-416; 

10 80-11-310; 81-5-111; 82-11-136; 82-11-161; 85-1-220; 85-20-402; 90-3-301; 90-4-215; 90-6-331; 

11 90-7-220; 90-9-306; and 90-14-107. 

12 (41 There is a statutory appropriation to pay the principal, interest, premiums, and costs of issuing, 

13 paying, and securing all bonds, notes, or other obligations, as due, that have been authorized and issued 

14 pursuant to the laws of Montana. Agencies that have entered into agreements authorized by the laws of 

15 Montana to pay the state treasurer, for deposit in accordance with 17-2-101 through 17-2-107, as 

16 determined by the state treasurer, an amount sufficient to pay the principal and interest as due on the 

1 7 bonds or notes have statutory appropriation authority for the payments. (In subsection (3): pursuant to sec. 

18 7, Ch. 567, L. 1991, the inclusion of 19-6-709 terminates upon death of last recipient eligible for 

19 supplemental benefit; and pursuant to sec. 1 5, Ch. 5:34, L. 1993, the inclusion of 90-14-107 terminates 

20 July 1, 1995.) " 

21 

22 Section 38. Section 20-9-104, MCA, is amended to read: 

23 "20-9-104. General fund operating reserve. (1) At the end of each school fiscal year, the trustees 

24 of each district shall designate the portion of the genoral fund end-of-the-year fund balance that is to be 

25 earmarked as operating reserve for the purpose of paying general fund warrants issued by the district from 

26 July 1 to November 30 of the ensuing school fiscal year. Except as provided in subsections (5) and (61, the 

27 amount of the general fund balance that is earmarked as operating reserve may not exceed 10% of the final 

28 general fund budget for the ensuing school fiscal year. 

29 12) The amount held as operating reserve may not be used for property tax reduction in the manner 

30 permitted by 20-9-14111 )(bl for other receipts. 
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(3) Excess reserves as provided in subsection (5) may be appropriated to reduce the BASE budget 

2 levy, the over-BASE budget levy, or the additional levy provided by 20-9-353, except that districts with 

3 a balance on June 30, 1993, in the excess reserve account for Public Law 81-874 funds shall transfer the 

4 June 30, 1993, balance to the impact aid fund established in 20-9-514. 

5 (4) Any portion of the general fund end-of-the-year fund balance that is not reserved under 

6 subsection (2) or reappropriated under subsection (3) is fund balance reappropriated and must be used for 

7 property tax reduction as provided in 20-9-141 ( 1) (b). 

8 ( 5) For fiscal year 1994 and subsequent fiscal years, the limitation of subsection ( 11 does not apply 

9 when the amount in excess of the limitation is equal to or less than the unused balance of any amount 

10 received: 

11 (a) in settlement of tax payments protested in a prior school fiscal year; 

12 (bl in taxes from a prior school fiscal year as a result of a tax audit by the department of revenue 

13 or its agents; aA4 

14 (c) in delinquent taxes from a prior school fiscal year; and 

15 (d) as a local government severance tax payment for calendar year 1995 production as provided 

16 in [section 19). 

17 (61 The limitation of subsection ( 1) does not apply when the amount earmarked as operating 

18 reserve is $10,000 or less." 

19 

20 Section 39. Section 20-9-141, MCA, is amended to read: 

21 "20-9-141. Computation of general fund net levy requirement by county superintendent. ( 1) The 

22 county superintendent shall compute the levy requirement for each district's general fund on the basis of 

23 the following procedure: 

24 (a) Determine the funding required for the district's final general fund budget less the sum of direct 

25 state aid and the special education allowable cost payment for the district by totaling: 

26 (i) the district's nonisolated school BASE budget requirement to be met by a district levy as 

27 provided in 20-9-303; and 

28 (ii) any general fund budget amount adopted by the trustees of the district under the provisions 

29 of 20-9-308 and 20-9-353, including any additional funding for a general fund budget that exceeds the 

30 maximum general fund budget. 
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(b) Determine the money available for the reduction of the property tax on the district for the 

2 general fund by totaling: 

3 Ii) general fund balance reappropriated, as established under the provisions of 20-9-104; 

4 (ii) amounts received in the last fiscal year for which revenue reporting was required for each of 

5 the following: 

6 (A) tuition payments for out-of-district pupils under the provisions of 20-5-321 through 20-5-323; 

7 (B) revenue from property taxes and fees imposed under 23-2-517, 23-2-803, 61-3-504(2), 

8 61-3-521, 61-3-537, and 67-3-204; 

9 (C) net proeeeds tmws tor new prosuetion, prosuetion lFoFA horiwntally eompletes wells, ans 

1 0 ineremental prosuetien, as sefines in 1 e 23 601 oil and natural gas production taxes; 

11 (D) interest earned by the investment of genE1ral fund cash in accordance with the provisions of 

12 20-9-21314); 

13 ( E) revenue from corporation license taxes collected from financial institutions under the provisions 

14 of 15-31-702; and 

15 IF) any other revenue received during the school fiscal year that may be used to finance the general 

16 fund, excluding any guaranteed tax base aid; and 

17 (iii) (A) pursuant to sul3seotion (41, antieipateel re\'0nuo froFA loeal go·,ernment severanee tairns as 

18 provises in 1 e 36 112; ans 

19 fB} pursuant to subsection (4), anticipated revenue from coal gross proceeds under 15-23-703. 

20 (c) Notwithstanding the provisions of subsection (21, subtract the money available to reduce the 

21 property tax required to finance the general fund that has been determined in subsection (1 )(b) from any 

22 general fund budget amount adopted by the trustees of the district, up to the BASE budget amount, to 

23 determine the general fund BASE budget levy requirement. 

24 (d) Subtract any amount remaining after the determination in subsection (1 )(c) from any additional 

25 funding requirement to be met by an over-BASE budget amount, a district levy as provided in 20-9-303, 

26 and any additional financing as provided in 20-9-35,3 to determine any additional general fund levy 

27 requirements. 

28 (2) The county superintendent shall calculate, the number of mills to be levied on the taxable 

29 property in the district to finance the general fund levy requirement for any amount that does not exceed 

30 the BASE budget amount for the district by dividing the amount determined in subsection ( 1 )(c) by the sum 
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of: 

2 (a) the amount of guaranteed tax base aid that the district will receive for each mill levied, as 

3 certified by the superintendent of public instruction; and 

4 (b) the taxable valuation of the district divided by 1,000. 

5 (3) The net general fund levy requirement determined in subsections (1 )le) and (1 )(d) must be 

6 reported to the county commissioners on the fourth Monday of August by the county superintendent as 

7 the general fund net levy requirement for the district, and a levy must be set by the county commissioners 

8 in accordance with 20-9-142. 

9 (4) For each school district, the department of revenue shall calculate and report to the county 

1 0 superintendent the amount of revenue anticipated for the ensuing fiscal year from local government 

11 se¥eranee tmws, as provided in 16 36 112, and from revenue from coal gross proceeds under 15-23-703." 

12 

13 Section 40. Section 20-9-161, MCA, is amended to read: 

14 "20-9-161. Definition of budget amendment for budgeting purposes. As used in this title, unless 

15 the context clearly indicates otherwise, the term "budget amendment" for the purpose of school budgeting 

16 means an amendment to an adopted budget of the district for the following reasons: 

17 ( 1) an increase in the enrollment of an elementary or high school district that is beyond what could 

18 reasonably have been anticipated at the time of the adoption of the budget for the current school fiscal year 

19 whenever, because of the enrollment increase, the district's budget for any or all of the regularly budgeted 

20 funds does not provide sufficient financing to properly maintain and support the district for the entire 

21 current school fiscal year; 

22 (2) the destruction or impairment of any school property necessary to the maintenance of the 

23 school, by fire, flood, storm, riot, insurrection, or act of God, to an extent rendering school property unfit 

24 for its present school use; 

25 (3) a judgment for damages against the district issued by a court after the adoption of the budget 

26 for the current year; 

27 (4) an enactment of legislation after the adoption of the budget for the current year that imposes 

28 an additional financial obligation on the district; 

29 15) the receipt of: 

30 la) a settlement of taxes protested in a prior school fiscal year; 6f 
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(b) taxes from a prior school fiscal year as the result of a tax audit by the department of revenue 

2 or its agents; Elf 

3 (c) delinquent taxes from a prior school fiscal year; afl4 or 

4 (d) local government severance tax payments for calendar year 1995 production as provided in 

5 [section 19(7)); and 

6 .lfil. a determination by the trustees that it is necessary to expend all or a portion of the taxes 

7 received under subsection (5)(a), (5)(b), Elf I5)(c).,_Q_fJQ.l(_g_J_ for a project or projects that were deferred from 

8 a previous budget of the district as a result of the protested taxes; or 

9 (6) any other unforeseen need of the district that cannot be postponed until the next school year 

1 0 without dire consequences affecting the safety of the, students and district employees or the educational 

11 functions of the district." 

12 

13 Section 41. Section 20-9-331, MCA, is amended to read: 

14 "20-9-331. Basic county tax and other revenues for county equalization of the elementary district 

1 5 BASE funding program. ( 1) The county commissioners of each county shall levy an annual basic tax of 33 

16 mills on the dollar of the taxable value of all taxable property within the county, except for property subject 

17 to a tax or fee under 23-2-517, 23-2-803, 61-3-50412), 61-3-521, 61-3-537, and 67-3-204, for the 

18 purposes of local and state BASE funding program support. The revenue collected from this levy must be 

19 apportioned to the support of the elementary BASE funding programs of the school districts in the county 

20 and to the state special revenue fund, state equalization aid account, in the following manner: 

21 (a) In order to determine the amount of revenue raised by this levy that is retained by the county, 

22 the sum of the estimated revenue identified in subsection (2) must be subtracted from the total of the BASE 

23 funding programs of all elementary districts of the county. 

24 (b) If the basic levy and other revenue prescribed by this section produce more revenue than is 

25 required to repay a state advance for county equalization, the county treasurer shall remit the surplus funds 

26 to the state treasurer for deposit to the state spec:ial revenue fund, state equalization aid account, 

27 immediately upon oc:c:urrence of a surplus balance and each subsequent month thereafter, with any final 

28 remittance due no later than June 20 of the fiscal year for which the levy has been set. 

29 12) The revenue realized from the county's portion of the levy prescribed by this section and the 

30 revenue from the following sources must be used for the equalization of the elementary BASE funding 
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program of the county as prescribed in 20-9-335, and a separate accounting must be kept of the revenue 

2 by the county treasurer in accordance with 20-9-212 ( 1): 

3 (a) the portion of the federal Taylor Grazing Act funds distributed to a county and designated for 

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

5 (b) the portion of the federal flood control act funds distributed to a county and designated for 

6 expenditure for the benefit of the county common schools under the provisions of 17-3-232; 

7 le) all money paid into the county treasury as a result of fines for violations of law, except money 

8 paid to a justice's court, and the use of which is not otherwise specified by law; 

9 (d) any money remaining at the end of the immediately preceding school fiscal year in the county 

10 treasurer's accounts for the various sources of revenue established or referred to in this section; 

11 (e) any federal or state money distributed to the county as payment in lieu of property taxation, 

12 including federal forest reserve funds allocated under the provisions of 17-3-213; 

13 (f) gross proceeds taxes from coal under 15-23-703; 

14 (g) Rot preeeess taiEes fer R0¥,' prest1etieA, prast1eti0A freFR herizaAtall•t soFApleteB wells, aRB 

15 iAereFAeAtal prestJetieA, as sefiAeB iA 1 e 2a 601, aAB leeal gevemFAeAt severaAee tai<es eA aAy ether 

16 preBt1etieA eeet1rriAg aher DeeeFAber ;31, 1988 oil and natural gas production taxes; ilflEi 

17 (h) anticipated local government severance tax payments for calendar year 1995 production as 

18 provided in [section 19]; and 

19 ill anticipated revenue from property taxes and fees imposed under 23-2-517, 23-2-803, 

20 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204." 

21 

22 Section 42. Section 20-9-333, MCA, is amended to read: 

23 "20-9-333. Basic special levy and other revenues for county equalization of high school district 

24 BASE funding program. ( 1) The county commissioners of each county shall levy an annual basic special 

25 tax for high schools of 22 mills on the dollar of the taxable value of all taxable property within the county, 

26 except for property subject to a tax or fee under 23-2-51 7, 23-2-803, 61-3-504(2), 61-3-521, 61-3-537, 

27 and 67-3-204, for the purposes of local and state BASE funding program support. The revenue collected 

28 from this levy must be apportioned to the support of the BASE funding programs of high school districts 

29 in the county and to the state special revenue fund, state equalization aid account, in the following manner: 

30 (al In order to determine the amount of revenue raised by this levy that is retained by the county, 
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the sum of the estimated revenue identified in subsection 12) must be subtracted from the sum of the 

2 county's high school tuition obligation and the total of the BASE funding programs of all high school 

3 districts of the county. 

4 lb) If the basic levy and other revenue prescribed by this section produce more revenue than is 

5 required to repay a state advance for county equalization, the county treasurer shall remit the surplus funds 

6 to the state treasurer for deposit to the state special revenue fund, state equalization aid account, 

7 immediately upon occurrence of a surplus balance and each subsequent month thereafter, with any final 

8 remittance due no later than June 20 of the fiscal year for which the levy has been set. 

9 (2) The revenue realized from the county's portion of the levy prescribed in this section and the 

1 0 revenue from the following sources must be used fo:r the equalization of the high school BASE funding 

11 program of the county as prescribed in 20-9-335, and a separate accounting must be kept of the revenue 

12 by the county treasurer in accordance with 20-9-21211 ): 

13 /al any money remaining at the end of the immediately preceding school fiscal year in the county 

14 treasurer's accounts for the various sources of revenue established in this section; 

15 lb) any federal or state money distributed to the county as payment in lieu of property taxation, 

16 including federal forest reserve funds allocated under the provisions of 17-3-213; 

17 le) gross proceeds taxes from coal under 15-23-703; 

18 Id) net proceeds tmws for new preduction, produetion fren, herizentall•( eon,pleted wells, ans 

19 incren,ental productien, as aetined in 1 e 23 601, and loeal ge•,ernn,ent severanee talrns on an•t ether 

20 produotien eeeurring aHer Deeen,/:Jer 31, 1988 oil and natural gas production taxes; aRe 

21 (e) anticipated local government severance tax payments for calendar year 1995 production as 

22 provided in [section 19]; and 

23 Will anticipated revenue from property tax,~s and fees imposed under 23-2-517, 23-2-803, 

24 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204." 

25 

26 Section 43. Section 20-9-501, MCA, is amended to read: 

27 "20-9-501. Retirement fund. I 1) The trustees of a district employing personnel who are members 

28 of the teachers' retirement system or the public employees' retirement system or who are covered by 

29 unemployment insurance or who are covered by any federal social security system requiring employer 

30 contributions shall establish a retirement fund for the purposes of budgeting and paying the employer's 
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contributions to the systems. The district's contribution for each employee who is a member of the 

2 teachers' retirement system must be calculated in accordance with Title 19, chapter 20, part 6. The 

3 district's contribution for each employee who is a member of the public employees' retirement system must 

4 be calculated in accordance with 19-3-316. The district's contributions for each employee covered by any 

5 federal social security system must be paid in accordance with federal law and regulation. The district's 

6 contribution for each employee who is covered by unemployment insurance must be paid in accordance 

7 with Title 39, chapter 51, part 11. 

8 (21 The trustees of a district required to make a contribution to a system referred to in subsection 

9 (1) shall include in the retirement fund of the preliminary budget the estimated amount of the employer's 

10 contribution. After the final retirement fund budget has been adopted, the trustees shall pay the employer 

11 contributions to the systems in accordance with the financial administration provisions of this title. 

12 (3) When the final retirement fund budget has been adopted, the county superintendent shall 

13 establish the levy requirement by: 

14 (a) determining the sum of the money available to reduce the retirement fund levy requirement by 

15 adding: 

16 (ii any anticipated money that may be realized in the retirement fund during the ensuing school 

1 7 fiscal year, including anticipated revenue from property taxes and fees imposed under 23-2-517, 23-2-803, 

18 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204; 

19 (ii) Aet praeeeds tmms aAd leeal ge\•emFAeAt seYeraAee ta)(eS eA aAy ether oil aAd §as produetioA 

20 oeeurriA§ after DeeeFAeer 31, 1988 oil and natural gas production taxes; 

21 (iii) anticipated local government severance tax payments for calendar year 1995 production as 

22 provided in [section 19]; 

23 fud. coal gross proceeds taxes under 15-23-703; 

24 {Mi_tl any fund balance available for reappropriation as determined by subtracting the amount of 

25 the end-of-the-year fund balance earmarked as the retirement fund operating reserve for the ensuing school 

26 fiscal year by the trustees from the end-of-the-year fund balance in the retirement fund. The retirement fund 

27 operating reserve may not be more than 35 % of the final retirement fund budget for the ensuing school 

28 fiscal year and must be used for the purpose of paying retirement fund warrants issued by the district under 

29 the final retirement fund budget; and 

30 Ml.Yll any other revenue anticipated that may be realized in the retirement fund during the ensuing 
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school fiscal year, excluding any guaranteed tax base aid. 

2 (b) notwithstanding the provisions of subsection (8), subtracting the money available for reduction 

3 of the levy requirement, as determined in subsection I3)(a), from the budgeted amount for expenditures in 

4 the final retirement fund budget. 

5 (4) The county superintendent shall: 

6 la) total the net retirement fund levy requirements separately for all elementary school districts, 

7 all high school districts, and all community college districts of the county, including any prorated joint 

8 district or special education cooperative agreement levy requirements; and 

9 (b) report each levy requirement to the county commissioners on the fourth Monday of August as 

1 O the respective county levy requirements for elementary district, high school district, and community college 

11 district retirement funds. 

12 (5) The county commissioners shall fix and set the county levy in accordance with 20-9-142. 

13 (6) The net retirement fund levy requirement for a joint elementary district or a joint high school 

14 district must be prorated to each county in which a part of the district is located in the same proportion as 

15 the district ANB of the joint district is distributed by pupil residence in each county. The county 

16 superintendents of the counties affected shall jointly determine the net retirement fund levy requirement 

1 7 for each county as provided in 20-9-151. 

18 (7) The net retirement fund levy requirement for districts that are members of special education 

19 cooperative agreements must be prorated to each county in which the district is located in the same 

20 proportion as the special education cooperative bud~Jet is prorated to the member school districts. The 

21 county superintendents of the counties affected shall jointly determine the net retirement fund levy 

22 requirement for each county in the same manner as provided in 20-9-151 and the county commissioners 

23 shall fix and levy the net retirement fund levy for each county in the same manner as provided in 20-9-152. 

24 (8) The county superintendent shall calculate the number of mills to be levied on the taxable 

25 property in the county to finance the retirement fund net levy requirement by dividing the amount 

26 determined in subsection (4)(a) by the sum of: 

27 (a) the amount of guaranteed tax base aid that the county will receive for each mill levied, as 

28 certified by the superintendent of public instruction; and 

29 (b) the taxable valuation of the district divided by 1,000." 

30 
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Section 44. Section 20-9-507, MCA, is amended to read: 

2 "20-9-507. Miscellaneous programs fund. I 1) The trustees of a district receiving money from 

3 local, state, federal, or other sources provided in 20-5-324 other than money under the provisions of Title 

4 I of Public Law 81-874 or federal money designated for deposit in a specific fund of the district shall 

5 establish a miscellaneous programs fund for the deposit of the money. The money may be a reimbursement 

6 of miscellaneous program fund expenditures already realized by the district, a payment received as a local 

7 government severance tax payment for calendar year 1995 production as provided in !section 19], or may-

8 ee a grant of money for the financing of expenditures to be realized by the district for a special, approved 

9 program to be operated by the district. When the money is a reimbursement or a local government 

10 severance tax payment, the money may be expended at the discretion of the trustees for school purposes. 

11 When the money is a grant, the money must be expended according to the conditions of the program 

1 2 · approval by the superintendent of public instruction or any other approval agent. Within the miscellaneous 

13 programs fund, the trustees shall cause a separate accounting to be maintained for each federal grant 

14 program and for the aggregate of all reimbursement money. 

15 (2) The financial administration of the miscellaneous programs fund must be in accordance with 

16 the financial administration provisions of this title for a non budgeted fund." 

17 

18 Section 45. Section 20-10-144, MCA, is amended to read: 

1 9 "20-10-144. Computation of revenue and net tax levy requirements for district transportation fund 

20 budget. Before the fourth Monday of July and in accordance with 20-9-123, the county superintendent 

21 shall compute the revenue available to finance the transportation fund budget of each district. The county 

22 superintendent shall compute the revenue for each district on the following basis: 

23 I 1) The "schedule amount" of the preliminary budget expenditures that is derived from the rate 

24 schedules in 20-10-141 and 20-10-142 must be determined by adding the following amounts: 

25 (a) the sum of the maximum reimbursable expenditures for all approved school bus routes 

26 maintained by the district (to determine the maximum reimbursable expenditure, multiply the applicable rate 

27 per bus mile by the total number of miles to be traveled during the ensuing school fiscal year on each bus 

28 route approved by the county transportation committee and maintained by the district!; plus 

29 (bl the total of all individual transportation per diem reimbursement rates for the district as 

30 determined from the contracts submitted by the district multiplied by the number of pupil-instruction days 
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scheduled for the ensuing school attendance year; plus 

2 (c) any estimated costs for supervised home study or supervised correspondence study for the 

3 ensuing school fiscal year; plus 

4 (d) the amount budgeted on the preliminary budget for the contingency amount permitted in 

5 20-1 0- 143, except if the amount exceeds 10% of the 1:otal of subsections I 1 )(a), I 1) (b), and 11 )le) or $100, 

6 whichever is larger, the contingency amount on the preliminary budget must be reduced to the limitation 

7 amount and used in this determination of the schedule amount; plus 

8 (e) any estimated costs for transporting a child out of district when the child has mandatory 

9 approval to attend school in a district outside the district of residence. 

1 O (2) (a) The schedule amount determined in subsection 11) or the total preliminary transportation 

11 fund budget, whichever is smaller, is divided by 2 and is used to determine the available state and county 

1 2 revenue to be budgeted on the following basis: 

13 Ii) one-half is the budgeted state transportation reimbursement, except that the state transportation 

14 reimbursement for the transportation of special education pupils under the provisions of 20-7-442 must be 

15 50% of the schedule amount attributed to the transportation of special education pupils; and 

16 Iii) one-half is the budgeted county transportation fund reimbursement and must be financed in the 

17 manner provided in 20-10-146. 

18 (b) When the district has a sufficient amount of cash for reappropriation and other sources of 

19 district revenue, as determined in subsection (3), to reduce the total district obligation for financing to zero, 

20 any remaining amount of district revenue and cash reappropriated must be used to reduce the county 

21 financing obligation in subsection (2)1a)liil and, if the county financing obligations are reduced to zero, to 

22 reduce the state financial obligation in subsection (2) (a)li). 

23 (c) The county revenue requirement for a joint district, after the application of any district money 

24 under subsection (2)(b), must be prorated to each county incorporated by the joint district in the same 

25 proportion as the ANB of the joint district is distributed by pupil residence in each county. 

26 (3) The total of the money available for the reduction of property tax on the district for the 

27 transportation fund must be determined by totaling: 

28 (a) anticipated federal money received under the provisions of Title I of Public Law 81-874 or other 

29 anticipated federal money received in lieu of that federal act; 

30 (b) anticipated payments from other districts for providing school bus transportation services for 
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the district; 

2 (cl anticipated payments from a parent or guardian for providing school bus transportation services 

3 for a child; 

4 Id) anticipated or reappropriated interest to be earned by the investment of transportation fund 

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

6 (e) anticipated or reappropriated revenue from property taxes and fees imposed under 23-2-51 7, 

7 23-2-803, 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204; 

8 (f) anticipated revenue from coal gross proceeds under 15-23-703; 

9 (g) anticipated net proeeeas taHes for new proauetion, proauetion from horizontally eempletea 

1 0 wells, ana inerell'lental preauetien, as aefinea in 16 23 601, ana leeal government severanse ta)(es on any 

11 ether preauotien eosurring after Deeember 31, 1988 oil and natural gas production taxes; 

12 (h) anticipated local government severance tax payments for calendar year 1995 production; 

13 Will anticipated transportation payments for out-of-district pupils under the provisions of 20-5-320 

14 through 20-5-324; 

15 f+till any other revenue anticipated by the trustees to be earned during the ensuing school fiscal 

16 year that may be used to finance the transportation fund; and 

17 #till any fund balance available for reappropriation as determined by subtracting the amount of 

18 the end-of-the-year fund balance earmarked as the transportation fund operating reserve for the ensuing 

19 school fiscal year by the trustees from the end-of-the-year fund balance in the transportation fund. The 

20 operating reserve may not be more than 20% of the final transportation fund budget for the ensuing school 

21 fiscal year and is for the purpose of paying transportation fund warrants issued by the district under the 

22 final transportation fund budget. 

23 (4) The district levy requirement for each district's transportation fund must be computed by: 

24 (a) subtracting the schedule amount calculated in subsection ( 11 from the total preliminary 

25 transportation budget amount; and 

26 (b) subtracting the amount of money available to reduce the property tax on the district, as 

27 determined in subsection (3), from the amount determined in subsection (4)(a). 

28 (5) The transportation fund levy requirements determined in subsection 14) for each district must 

29 be reported to the county commissioners on the fourth Monday of August by the county superintendent 

30 as the transportation fund levy requirements for the district, and the levy must be made by the county 
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commissioners in accordance with 20-9-142." 

2 

3 Section 46. Section 20-10-146, MCA, is amended to read: 

4 "20-10-146. County transportation reimbursement. (1) The apportionment of the county 

5 transportation reimbursement by the county superintendent for school bus transportation or individual 

6 transportation that is actually rendered by a district in accordance with this title, board of public education 

7 transportation policy, and the transportation rules of the superintendent of public instruction must be the 

8 same as the state transportation reimbursement payment, except that: 

9 (a) if any cash was used to reduce the budgeted county transportation reimbursement under the 

1 0 provisions of 20-10-14412)(b), the annual apportionment is limited to the budget amount; 

11 (b) when the county transportation reimbursement for a school bus has been prorated between two 

12 or more counties because the school bus is conveying pupils of more than one district located in the 

13 counties, the apportionment of the county transportation reimbursement must be adjusted to pay the 

14 amount computed under the proration; and 

1 5 (c) when county transportation reimbursement is required under the mandatory attendance 

16 agreement provisions of 20-5-321. 

17 (2) The county transportation net levy requirement for the financing of the county transportation 

18 fund reimbursements to districts is computed by: 

19 (a) totaling the net requirement for all districts of the county, including reimbursements to a special 

· 20 education cooperative or prorated reimbursements to joint districts or reimbursements under the mandatory 

21 attendance agreement provisions of 20-5-321; 

22 (b) determining the sum of the money available to reduce the county transportation net levy 

23 requirement by adding: 

24 (i) anticipated money that may be realized in the county transportation fund during the ensuing 

25 school fiscal year, including anticipated revenue from property taxes and fees imposed under 23-2-517, 

26 23-2-803, 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204; 

27 (ii) net 13reeeeEls tairns anEI loeal go•,ornment soYeFaneo tai<es on otl'loF oil anEI gas 13FeEll:letien 

28 eeel:lfrin!J alter December a1, 1088 oil and natural gas production taxes; 

29 (iii) anticipated local government severance tax payments for calendar year 1995 production; 

30 fttil-D.Yl coal gross proceeds taxes under 15-2,3-703; 
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fwtM any fund balance available for reappropriation from the end-of-the-year fund balance in the 

2 county transportation fund; 

3 MJ.yjl federal forest reserve funds allocated under the provisions of 17-3-213; and 

4 f¥i+.lYill other revenue anticipated that may be realized in the county transportation fund during the 

5 ensuing school fiscal year; and 

6 (c) subtracting the money available as determined in subsection (2)(b) to reduce the levy 

7 requirement from the county transportation net levy requirement. 

8 (3) The net levy requirement determined in subsection (2)(c) must be reported to the county 

9 commissioners on the fourth Monday of August by the county superintendent and a levy must be set by 

10 the county commissioners in accordance with 20-9-142. 

11 (4) The county superintendent shall apportion the county transportation reimbursement from the 

12 proceeds of the county transportation fund. The county superintendent shall order the county treasurer to 

13 make the apportionments in accordance with 20-9-212(2) and after the receipt of the semiannual state 

14 transportation reimbursement payments." 

15 

16 Section 4 7. Section 82-11-118, MCA, is amended to read: 

1 7 "82-11-118. Fees for processing applications. ( 1 l The board shall establish a fee schedule to 

18 defray the expenses incurred for processing an application from an operator or producer of oil seeking 

19 approval of a new or expanded enhanced recovery project, as defined in 1 Ei 23 601 or 1 ti 36 101 [section 

20 }.I. The fee must be paid by the owner or operator seeking approval of the project. 

21 (2) The board shall, by rule, determine the amount of the fee based on the complexity of 

22 processing the application." 

23 

24 Section 48. Section 82-11-135, MCA, is amended to read: 

25 "82-11-135. Money earmarked for board expenses. A+l The state treasurer shall deposit all money 

26 collected under this chapter and under [section 18(7)(b)] GRall BO ElopositeEl in the state special revenue fund 

27 B'f tRe state treasurer and sRall. The money must be used for the purpose of paying all expenses of the 

28 board and for no other purpose. All these moneys shall Be used By the Board Tho board shall use the 

29 money subject to biennial appropriations by the legislature. Income and interest from investment of the 

30 board's moneys in the state special revenue fund 5flall must be credited to the board." 
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SECTION 49. SECTION 82-11-162, MCA, IS AMENDED TO READ: 

2 "82-11-162. Release of producing oil or gas well from drilling bond •· fee. Upon receipt of 

3 notification by the owner on a form prescribed by the board, payment by the owner of $125, and proof 

4 from the owner that a well completed after June 30, 1989, is producing oil or gas in commercial quantities 

5 and is subject to thP. tax under 1 a as 1 oq [sections 1 through 20], the board shall release and abselve the 

6 owner of the well from the bond required under 82-11-123." 

7 

8 

9 

10 

11 

12 

13 

14 

NEW SECTION. Section 50. Repealer. Sections 15-23-601, 15-23-602, 15-23-603, 15-23-605, 

15-23-606, 15-23-607, 15-23-608, 15-23-609, 15-23-610, 15-23-611, 15-23-612, 15-23-613, 

15-23-614, 15-23-621, 15-23-631, 15-36-101, 15-36-102, 15-36-103, 15-36-104, 15-36-105, 

15-36-106, 15-36-107, 15-36-108, 15-36-109, 15-36-110, 15-36-112, 15-36-113, 15-36-114, 

15-36-120, 15-36-121, 15-36-122, 15-36-126, 82-11-131, 82-11-132, and 82-11-133, MCA, are 

repealed. 

1 5 NEW SECTION. Section 51. Codification instruction. [Sections 1 through 20] are intended to be 

16 codified as an integral part of Title 15, and the provisions of Title 15 apply to [sections 1 through 20]. 

17 

18 NEW SECTION. Section 52. Saving clause. [This act] does not affect rights and duties that 

19 matured, penalties that were incurred, or proceedings that were begun before [the effective date of this 

20 act]. 

21 

22 NEW SECTION. Section 53. Severability. If a part of [this act] is invalid, all valid parts that are 

23 severable from the invalid part remain in effect. If a part of [this act] is invalid in one or more of its 

24 applications, the part remains in effect in all valid applications that are severable from the invalid 

25 applications. 

26 

27 NEW SECTION. Section 54. Effective datei, •· rulemaking. (1) Except for the purposes of 

28 subsection (2), [this act] is effective January 1, 1996. 

29 (2) For the purposes of promulgating administrative rules, [section 16 and this section] are effective 

30 on passage and approval. 
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NEW SECTION. Section 55. Applicability. (1) [This act] applies to oil and natural gas produced and 

2 sold on or after January 1, 1996. 

3 (21 (a) [Sections 21 through 261 apply to county fiscal years beginning after June 30, 1996. 

4 lb) [Sections 38 through 46] apply to school fiscal years beginning after June 30, 1996. 

5 131 (a) An operator is subject to provisions of Title 15, chapter 23, parts 1 and 6; Title 15, chapter 

6 36; Title 15, chapter 38; and Title 82, chapter 11, part 1, as those laws read on December 31, 1995, for 

7 all oil and natural gas produced and sold by the operator before January 1, 1996. 

8 lb) Except as provided in subsection (3)(c), the payment, collection, and distribution of taxes on 

9 oil and natural gas production occurring before January 1, 1996, must be made according to the provisions 

10 of the laws referred to in subsection (3)(a) governing the tax in effect on the last day of the tax period in 

11 which the activity, enterprise, or product being taxed was engaged in, took place, or was produced and 

12 sold. 

13 (cl [Section 191 applies to the payment, collection, and distribution of the local government 

14 SEVERANCE TAX for oil and natural gas produced and sold after December 31, 1994, and before January 

15 1, 1996. 

16 (d) All taxes collected pursuant to audit or collected after the date the tax is payable under the laws 

17 referred to in subsection (3)(a) must be distributed according to the statute governing allocation of the tax 

18 in effect on the date when the tax liability was incurred. 

19 -END-
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SENATE BILL NO. 412 

2 INTRODUCED BY GROSFIELD, HARP, FELAND, PECK, ROSE, HALLIGAN, COLE, ELLIOTT, STANG, 

3 TVEIT, L. NELSON, SCHWINDEN, MERCER, SWANSON, FOSTER, BOHLINGER, BROWN, M. HANSON, 

4 J. JOHNSON, T. NELSON, HIBBARD, DEVLIN 

5 BY REQUEST OF THE DEPARTMENT OF REVENUE 

6 

7 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE TAXATION OF OIL AND NATURAL 

8 GAS; ELIMINATING THE OIL AND NATURAL GAS NET PROCEEDS TAX, THE LOCAL GOVERNMENT 

9 SEVERANCE TAX, THE STATE OIL AND GAS SEVERANCE TAX, AND THE OIL AND GAS PRIVILEGE AND 

10 LICENSE TAX; IMPOSING OIL AND NATURAL GAS PRODUCTION TAXES BASED ON THE TYPE OF WELL 

11 AND TYPE OF PRODUCTION; PROVIDING FOR THE DISTRIBUTION OF OIL AND NATURAL GAS 

12 PRODUCTION TAXES; PROVIDING A DISBURSEMENT TO SCHOOL DISTRICTS AND LOCAL 

13 GOVERNMENTS TO REPLACE NET PROCEEDS AND LOCAL GOVERNMENT SEVERANCE TAX REVENUE; 

14 EXEMPTING OIL AND NATURAL GAS PRODUCTION FROM THE RESOURCE INDEMNITY TRUST TAX; 

15 PROVIDING AN ALLOCATION OF OIL AND NATURAL GAS PRODUCTION TAX REVENUE FOR THE 

16 PURPOSES OF THE MONTANA RESOURCE INDEMNITY TRUST AND GROUND WATER ASSESSMENT ACT; 

17 PROVIDING FOR THE ACCELERATED PAYMENT OF LOCAL GOVERNMENT SEVERANCE TAXES FOR 

18 PRODUCTION YEAR 1995; AUTHORIZING COUNTIES TO ESTABLISH AN OIL AND NATURAL GAS 

19 ACCELERATED TAX FUND; ALLOWING SCHOOL DISTRICTS TO USE ACCELERATED LOCAL 

20 GOVERNMENT SEVERANCE TAX PAYMENTS FOR ANY BUDGET PURPOSE; AMENDING SECTIONS 

21 7-1-2111, 7-7-2101, 7-7-2203, 7-14-2524, 7-14-2525, 7-16-2327, 15-1-501, 15-6-208, 15-16-102, 

22 15-23-103, 15-23-104, 15-23-106, 15-23-115, 15-38-105, 15-38-121, 15-38-202, 17-7-502, 20-9-104, 

23 20-9-141, 20-9-161, 20-9-331, 20-9-333, 20-9-501, 20-9-507, 20-10-144, 20-10-146, 82-11-118, AN-9 

24 82-11-135,AND 82-11-162, MCA; REPEALING SECTIONS 15-16-121, 15-23-601, 15-23-602, 15-23-603, 

25 1 5-23-605, 15-23-606, 15-23-607, 15-23-608, 15-23-609, 15-23-610, 15-23-611, 15-23-612, 

26 15-23-613, 15-23-614, 15-23-621, 15-23-631, 15-36-101, 15-36-102, 15-36-103, 15-36-104, 

27 15-36-105, 15-36-106, 15-36-107, 15-36-108, 15-36-109, 15-36-110, 1 5-36-112, 1 5-36-113, 

28 15-36-114, 15-36-120, 15-36-121, 15-36-122, 15-36-126, 82-11-131, 82-11-132, AND 82-11-133, 

29 MCA, AND CHAPTER 33, LAWS OF 1995; AND PROVIDING EFFECTIVE DATES AND APPLICABILITY 

30 PROVISIONS." 
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STATEMENT OF INTENT 

2 (1) A statement of intent is required for this bill because [section 16] grants the department of 

3 revenue authority to adopt rules for the implementation and administration of the new production taxes 

4 imposed on oil and natural gas. 

5 (2) The legislature contemplates that rules adopted by the department should, at a minimum, 

6 address the following: 

7 (a) the forms and other documents required for the reporting and payment of the oil and natural 

8 gas production tax; 

9 (b) the definition and clarification of the categories of oil and natural gas subject to taxation; 

1 O (c) the requirements for the maintenance of records and other documents required to ensure proper 

11 payment of oil and natural gas production taxes; 

12 (d) the process for the estimation and collection of delinquent or unpaid taxes; and 

1 3 (e) the procedures for the efficient collection of the oil and natural gas production tax. 

14 (3) [This act] takes effect before taxes on the oil and gas net proceeds tax, the local government 

15 severance tax, the state oil and gas severance tax, the resource indemnity and ground water assessment 

16 tax, and the oil and gas privilege and license tax for certain production periods will have been paid. The 

17 legislature intends that the department establish procedures to ensure that all tax liabilities for production 

18 occurring before January 1, 1996, are satisfied. The legislature also intends that the department establish 

19 procedures for the proper distribution of this tax revenue to all affected governmental entities and funds. 

20 

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

22 

23 NEW SECTION. Section 1. Short title. [Sections 1 through 20] may be cited as the "Montana Oil 

24 and Natural Gas Production Tax Act". 

25 

26 NEW SECTION. Section 2. Legislative findin11s and declaration of purpose. ( 1) (a) The legislature 

27 finds that the extraction taxes imposed on the production of oil and natural gas have been exceedingly 

28 complex and confusing. Oil and natural gas producers have been required to file several tax forms and to 

29 pay taxes at different times on the same production. 

30 (b) The legislature further finds that it is in the best interest of the state and in the best interest 
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of oil and gas producers to simplify the taxation of oil and natural gas production. 

2 (2) The legislature declares that the purposes of [sections 1 through 20) are: 

3 (a) to replace all net proceeds taxes, severance taxes, privilege and license taxes, and other 

4 extraction taxes on oil and natural gas production with a single production tax based on the type of well 

5 and type of production; 

6 (b) to ensure that the distribution of tax revenue to the state, counties, and school districts from 

7 the new production taxes is consistent with the distribution of tax revenue from the former extraction 

8 taxes; 

9 (c) to simplify the procedures for compliance with and the administration of the taxation of oil and 

10 natural gas production; 

11 (d) to provide an incentive for oil and natural gas producers to pay 1995 local government 

1 2 severance taxes on an accelerated basis; and 

13 (e) to provide discretionary authority to counties and school districts for the use of the accelerated 

14 payments of the local government severance tax. 

15 

16 NEW SECTION. Section 3. Definitions. As used in [sections 1 through 20], the following 

17 definitions apply: 

18 ( 1) "Board" means the board of oil and gas conservation provided for in 2-15-3303. 

19 (2) "Department" means department of revenue provided for in 2-15-1301; 

20 13) "Enhanced recovery project" means the use of any process for the displacement of oil from the 

21 earth other than primary recovery and includes the use of an immiscible, miscible, chemical, thermal, or 

22 biological process. 

23 (4) "Existing enhanced recovery project" means an enhanced recovery project that began 

24 development before January 1, 1994. 

25 (5) "Expanded enhanced recovery project" or "expansion" means the addition of injection wells 

26 or production wells, the recompletion of existing wells as horizontally completed wells, the change of an 

27 injection pattern, or other operating changes to an existing enhanced recovery project that will result in the 

28 recovery of oil that would not otherwise be recovered. The project must be developed after December 31, 

29 1993, and before January 1, 2002. 

30 (6) "Gross taxable value", for the purpose of computing the oil and natural gas production tax, 
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means the gross value of the product as determined in [section 5]. 

2 (7) "Horizontal drain hole" means that portion of a well bore with 70 degrees to 110 degrees 

3 deviation from the vertical and a horizontal projection within the common source of supply, as that term 

4 is defined by the board, that exceeds 100 feet. 

5 (8) "Horizontally completed well" means: 

6 (a) a well with one or more horizontal drain holes; and 

7 (b) any other well classified by the board as a horizontally completed well. 

8 (9) "Incremental production" means: 

9 (a) the volume of oil produced by a new enhanced recovery project, by a well in primary recovery 

1 O recompleted as a horizontally completed well, or by an expanded enhanced recovery project, which volume 

11 of production is in excess of the production decline rate established under the conditions existing before: 

12 (i) the commencement of the recompletion of a well as a horizontally completed well; 

13 (ii) expansion of the existing enhanced recovery project; or 

14 (iii) commencing a new enhanced recovery project; or 

1 5 (b) in the case of any project that had no taxable production prior to commencing the enhanced 

16 recovery project, all production of oil from the enhanced recovery project. 

17 (10) "Natural gas" or "gas" means natural gas and other fluid hydrocarbons, other than oil, 

18 produced at the wellhead. 

1 9 ( 11) "New enhanced recovery project" means an enhanced recovery project that began 

20 development after December 31, 1993, and before ,lanuary 1, 2002. 

21 ( 12) "Nonworking interest owner" means any interest owner who does not share in the exploration, 

22 development, and operation costs of the lease or unit, except for production taxes. 

23 (13) "Oil" means crude petroleum or mineral oil and other hydrocarbons, regardless of gravity, that 

24 are produced at the wellhead in liquid form and that are not the result of condensation of gas after it leaves 

25 the wellhead. 

26 ( 14) "Operator" or "producer" means a person who produces oil or natural gas within this state or 

27 who owns, controls, manages, leases, or operates within this state any well or wells from which any 

28 marketable oil or natural gas is extracted or produced. 

29 (15) "Post-1985 well" means an oil or natural gas well drilled after June 30, 1985, other than 

30 horizontally completed or recompleted oil wells drilled after December 31, 1993, that produces oil or natural 

~na Ler,lslatlve council 
- 4 - SB 412 



54th Legislature SB0412.03 

gas or a well that has not produced oil or natural gas during the 5 years immediately preceding the first 

2 month of qualifying as a post-1985 well. 

3 ( 16) "Pre-1985 well" means an oil or natural gas well that was drilled before July 1, 1985. 

4 ( 17) "Primary recovery" means the displacement of oil from the earth into the well bore by means 

5 of the natural pressure of the oil reservoir and includes artificial lift. 

6 ( 18) "Production decline rate" means the projected rate of future oil production, extrapolated by 

7 a method approved by the board, that must be determined for a project area prior to commencing a new 

8 or expanded enhanced recovery project or the recompletion of a well as a horizontally completed well. The 

9 approved production decline rate must be certified in writing to the department by the board. In that 

10 certification, the board shall identify the project area and shall specify the projected rate of future oil 

11 production by calendar year and by calendar quarter within each year. The certified rate of future oil 

12 production must be used to determine the volume of incremental production that qualifies for the tax rate 

13 imposed under [section 4(4)(d)]. 

14 ( 19) "Secondary recovery project" means an enhanced recovery project, other than a tertiary 

15 recovery project, that commenced or was expanded after December 31, 1993, and before January 1, 2002, 

16 and meets each of the following requirements: 

17 (a) The project must be certified as a secondary recovery project to the department by the board. 

18 The certification may be extended only after notice and hearing in accordance with Title 2, chapter 4. 

19 (bl The property to be affected by the project must be adequately delineated according to the 

20 specifications required by the board. 

21 (c) The project must involve the application of secondary recovery methods that can reasonably 

22 be expected to result in an increase, determined by the board to be significant in light of all the facts and 

23 circumstances, in the amount of oil that may potentially be recovered. For purposes of [sections 1 through 

24 20], secondary recovery methods include but are not limited to: 

25 (i) the injection of water into the producing formation for the purposes of maintaining pressure in 

26 that formation or for the purpose of increasing the flow of oil from the producing formation to a producing 

27 well bore; or 

28 (ii) any other method approved by the board as a secondary recovery method. 

29 (20) "Stripper natural gas" means the natural gas produced from any well that produces less than 

30 60,000 cubic feet of natural gas a day during the calendar year immediately preceding the current year. 
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Production must be determined by dividing the amount of production from a lease or unitized area for the 

2 year immediately preceding the current calendar year by the number of producing wells in the lease or 

3 unitized area and by dividing the resulting quotient by 365. 

4 (21) "Stripper oil" means the oil produced from any well that produces less than 10 barrels a day 

5 for the calendar year immediately preceding the current year. Production must be determined by dividing 

6 the amount of production from a lease or unitized area for the year immediately preceding the current 

7 calendar year by the number of producing wells in the lease or unitized area and by dividing the resulting 

8 quotient by 365. 

9 (22) "Tertiary recovery project" means an enhanced recovery project, other than a secondary 

10 recovery project, using a tertiary recovery method that meets the following requirements: 

11 (a) The project must be certified as a tertiary recovery project to the department by the board. The 

12 certification may be extended only after notice and hearing in accordance with Title 2, chapter 4. 

13 (b) The property to be affected by the project must be adequately delineated in the certification 

14 according to the specifications required by the board. 

15 (cl The project must involve the application of one or more tertiary recovery methods that can 

16 reasonably be expected to result in an increase, determined by the board to be significant in light of all the 

1 7 facts and circumstances, in the amount of crude oil that may potentially be recovered. For purposes of 

18 [sections 1 through 20], tertiary recovery methods include but are not limited to: 

19 (i) miscible fluid displacement; 

20 (ii) steam drive injection; 

21 (iii) micellar/emulsion flooding; 

22 (iv) in situ combustion; 

23 (v) polymer augmented water flooding; 

24 (vi) cyclic steam injection; 

25 (vii) alkaline or caustic flooding; 

26 (viii) carbon dioxide water flooding; 

27 (ix) immiscible carbon dioxide displacement; or 

28 (x) any other method approved by the board as a tertiary recovery method. 

29 (23) "Well" or "wells" means a single well or a group of wells in one field or production unit and 

30 under the control of one operator or producer. 
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(241 "Working interest owner" means the owner of an interest in an oil or natural gas well or wells 

2 who bears any portion of the exploration, development, and operating costs of the well or wells. 

3 

4 NEW SECTION. Section 4. Production tax rates imposed on oil and natural gas. ( 1 I The 

5 production of oil and natural gas is taxed as provided in this section. The tax is distributed as provided in 

6 [section 18]. 

7 (21 Natural gas is taxed on the gross taxable value of production based on the type of well and 

8 type of production according to the following schedule for working interest and nonworking interest 

9 owners: 

10 

11 

12 

13 

14 

15 

16 

17 

18 

la) pre-1985 wells 

lb) post-1985 wells 

(i) first 12 months 

of qualifying production 

(ii) after 12 months 

(c) stripper natural gas 

pre-1985 and post-1985 wells 

Working 

Interest 

18.75% 

3.35% 

15.35% 

11.2% 

Nonworking 

Interest 

15% 

15% 

15% 

15% 

19 (3) The reduced tax rate under subsection (2)(b)(i) on natural gas production for the first 12 months 

20 of natural gas production from a post-1985 well begins following the last day of the calendar month 

21 immediately preceding the month in which natural gas is placed in a natural gas distribution system, 

22 provided that notification has been given to the department. 

23 (4) Oil is taxed on the gross taxable value of production based on the type of well and type of 

24 production according to the following schedule for working interest and nonworking interest owners: 

25 Working Nonworking 

26 

27 

28 

29 

30 

(a) primary recovery production 

(i) pre-1985 wells 

(ii) post-1985 wells 
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17.1 % 

SB 412 



54th Legislature 

1 

2 

3 

4 

5 

6 

7 

8 

9 

(A) first 12 months of 

qualifying production 

(B) after 12 months 

(b) stripper oil production 

ill pre-1985 aRa i;iest 198e wells 

(II) POST-1985 WELLS 

(c) horizontally completed well production 

(i) first 18 months of 

qualifying production 

(ii) after 18 months 

(d) incremental production 

5.7% 

12.7% 

10.7% 

10.7% 

5.7% 

12.7% 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

( i) new or expanded secondary recovery production 

(A) pre-1985 well 8.7% 

(B) post-1985 well 8.7% 

(ii) new or expanded tertiary production 

(A) pre-1 985 well 6% 

(B) post-1985 well 6% 

(e) horizontally recompleted well 

(i) first 18 months 5.7% 

(ii) after 18 months 12.7% 

S80412.03 

1e.e% 

15% 

le.§% 

17.1 % 

5.7% 

12.7% 

16.2% 

10.7% 

15.2% 

9.7% 

5.7% 

12.7% 

24 (5) (a) The reduced tax rate under subsection (4)(a)(ii)(A) on oil production for the first 12 months 

25 of oil production from a post-1985 well begins following the last day of the calendar month immediately 

26 preceding the month in which oil is pumped or flows, provided that notification has been given to the 

27 department. 

28 (b) The reduced tax rate under subsection (41 (c) (i) on oil production from a horizontally completed 

29 well and the reduced tax rate under subsection (4)(e)li) on oil production from a horizontally recompleted 

30 well for the first 18 months of production begins following the last day of the calendar month immediately 
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preceding the month in which oil is pumped or flows, provided that the well has been certified as a 

2 horizontally completed well or as a horizontally recompleted well to the department by the board. 

3 (c) Incremental production is taxed as provided in subsection (4)(d) if the average price per barrel 

4 of oil as reported in the Wall Street Journal for west Texas intermediate crude oil during a calendar quarter 

5 is less than $30 a barrel. If the price of oil is equal to or greater than $30 a barrel in a calendar quarter as 

6 determined in subsection (5)(d), incremental production is taxed at the rate imposed on primary recovery 

7 production under subsection (4)(a)(i) for production occurring in that quarter. 

8 (d) For the purposes of subsection (5)(c), the average price per barrel must be computed by 

9 dividing the sum of the daily price for west Texas intermediate crude oil as reported in the Wall Street 

10 Journal for the calendar quarter by the number of days on which the price was reported in the quarter. 

1 1 

12 NEW SECTION. Section 5. Determination of gross value of product. The total gross value of all 

13 oil or natural gas produced and sold each quarter must be determined by taking the total number of barrels 

14 or cubic feet of oil or natural gas produced and sold each month at the average value at the mouth of the 

15 well during the month that the oil or natural gas is produced and sold, as determined by the department. 

16 However, in computing the total number of barrels of oil or cubic feet of gas produced and sold, there must 

17 be deducted the amount of oil or gas used by the person in connection with the operation of the well from 

18 which the oil or gas is produced or for pumping the oil or gas from the well to a tank or pipeline. 

19 

20 NEW SECTION. Section 6. Certain royalties exempt. Exempt from taxation are royalties received 

21 by: 

22 (1) an Indian tribe with respect to on-reservation oil and gas production pursuant to a lease entered 

23 into under the Indian Mineral Leasing Act of 1938, 25 U.S.C. 396a-396g; 

24 (2) the United States as trustee for individual Indians; and 

25 (3) the United States, the state of Montana, or a county or municipal government in Montana. 

26 

27 NEW SECTION. Section 7. Operator responsible for payment -- deduction of taxes from royalty 

28 payments. ( 1) Each operator required to pay the oil and natural gas production tax under [sections 1 

29 through 20] shall pay the tax in full for the operator's own account and for the account of each of the other 

30 owners of the gross value of product or in kind of all the marketable oil or natural gas produced and sold. 
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1 Other owners include an owner or owners of working interest, royalty interest, overriding royalty interest, 

2 carried working interest, production payments, and all other interest or interests owned or carved out of 

3 the total gross value of product or in kind of the extracted marketable oil or natural gas. 

4 (2) Unless otherwise provided in a contract or lease, the pro rata share of any royalty owner or 

5 owners must be deducted from any settlements under the lease or leases or division of proceeds orders or 

6 other contracts. 

7 

8 NEW SECTION. Section 8. Quarterly payment of tax -- statement -- failure to pay penalty. I 1) 

9 The oil and natural gas production tax must be paid in quarterly installments for the quarterly periods 

1 O ending, respectively, March 31, June 30, September 30, and December 31 of each year, and the amount 

11 of the tax for each quarterly period must be paid to the department within 60 days after the end of each 

12 quarterly period. 

1 3 (2) The operator shall complete on forms prescribed by the department a statement showing the 

14 total number of barrels of merchantable or marketabl•B oil or cubic feet of natural gas produced and sold by 

15 the person in the state during each month of the quarter and during the whole quarter, the average value 

16 of the production sold during each month, and the total value of the production sold for the whole quarter, 

17 together with the total amount due as taxes for the quarter. The statement must be filed within the time 

18 provided in subsection (1 ). The statement must be accompanied by the tax due. The statement must be 

19 signed by the individual or the president, vice president, treasurer, assistant treasurer, or authorized agent 

20 of the association, corporation, joint-stock company, or syndicate making the statement. A person engaged 

21 in carrying on business at more than one place in this state or owning, leasing, controlling, or operating 

22 more than one oil or gas well in this state may include all operations in one statement. 

23 (3) If the tax is not paid on or before the due date, there must be assessed a penalty of 10% of 

24 the amount of the tax not paid. If the tax is not paid when due, interest also must be added at the rate of 

25 1 % a month or fraction of a month, computed on the total amount of the tax from the due date until paid. 

26 The department may waive the 10% penalty if reasonable cause for the failure to pay is provided to the 

27 department. 

28 

29 NEW SECTION. Section 9. Record of product -- carriers to furnish data -- penalty. (1) Each 

30 person who purchases oil or natural gas shall keep a record of all oil or natural gas purchased by the 
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person in this state. The records are subject to inspection by the department on reasonable notice at any 

2 time during normal business hours. 

3 (2) Each railroad, pipeline, purchasing, and transportation company that carries or purchases oil 

4 or natural gas shall furnish to the department, whenever requested to do so, all data related to the shipment 

5 of oil or natural gas that may be required to properly enforce the provisions of [sections 1 through 20]. A 

6 railroad, pipeline, purchasing, or transportation company that fails to comply with the provisions of this 

7 section is subject to a penalty of $100 for each day that it fails to furnish the statement. 

8 

9 NEW SECTION. Section 10. Procedure to compute tax in absence of statement -- estimation of tax 

1 O -- failure to file penalty and interest. ( 1) If the operator fails to file any statement required by [section 8] 

11 within the time required, the department shall, immediately after the time has expired, ascertain the number 

12 of barrels of oil or cubic feet of gas produced and sold by the person in this state during the quarter and 

13 during each month of the quarter. The department also shall determine the average value of the barrels 

14 of oil produced and sold during each month or the average value of cubic feet of gas produced and sold 

1 5 during each month and fix the amount of the taxes due from the person for the quarter. 

16 (2) The department shall impose a penalty of 10% of the tax due plus interest at the rate of 1 % 

17 a month or fraction of a month, computed on the total amount of the tax. Interest must be computed from 

18 the date on which the oil and natural gas production taxes were due to the date of payment. The 

19 department shall mail to the taxpayer a notice, pursuant to 15-1-211, of the tax, penalty, and interest 

20 proposed to be assessed. The taxpayer may seek review of the determination pursuant to 15-1-211. The 

21 notice must contain a statement that if payment is not made, a warrant for distraint may be filed. The 

22 department may waive the 10% penalty if reasonable cause for the failure to file the statement required 

23 by [section 8] is provided to the department. 

24 

25 NEW SECTION. Section 11. Deficiency assessment -- review -- interest. ( 1) When the 

26 department determines that the amount of the tax due is greater than the amount disclosed by a return, 

27 it shall mail to the taxpayer a notice, pursuant to 15-1-211, of the additional tax proposed to be asses~ed. 

28 The notice must contain a statement that if payment is not made, a warrant for distraint may be filed. The 

29 taxpayer may seek review of the determination pursuant to 15-1-211 . 

30 ( 2) A deficiency assessment must bear interest until paid at the rate of 1 % a month or fraction of 
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a month, computed from the original due date of the return. 

2 

3 NEW SECTION. Section 12. Credit for ,,verpayment -- interest on overpayment. ( 1) If the 

4 department determines that the amount of tax, penalty, or interest due for any taxable period is less than 

5 the amount paid, the amount of the overpayment must be credited against any tax, penalty, or interest then 

6 due from the taxpayer and the balance refunded to the taxpayer or its successor through reorganization, 

7 merger, or consolidation or to its shareholders upon dissolution. 

8 (2) Except as provided in subsection (3), interest must be allowed on overpayments at the same 

9 rate as is charged on deficiency assessments provid,3d in [section 11] beginning from the due date of the 

10 return or from the date of overpayment, whichever date is later, to the date on which the department 

11 approves refunding or crediting of the overpayment. 

12 (3) (al Interest may not accrue during any period in which the processing of a claim for refund is 

13 delayed more than 30 days by reason of failure of the taxpayer to furnish information requested by the 

14 department for the purpose of verifying the amount of the overpayment. 

15 (bl Interest is not allowed: 

16 (i) if the overpayment is refunded within 6 months from the date on which the return is due or from 

17 the date on which the return is filed, whichever is later; or 

18 (ii) if the amount of interest is less than $1. 

19 

20 NEW SECTION. Section 13. Warrant for distraint. If all or part of the tax imposed by [sections 

21 through 20] is not paid when due, the department may issue a warrant for distraint as provided in Title 

22 15, chapter 1, part 7. The resulting lien has precedence over any other claim, lien, or demand filed and 

23 recorded after the warrant is issued. 

24 

25 NEW SECTION. Section 14. Exemption from resource indemnity and ground water assessment 

26 tax. A person who has paid the tax on oil and natural gas under the provisions of [sections 1 through 20] 

27 is exempt from the resource indemnity and ground water assessment tax. 

28 

29 NEW SECTION. Section 15. Statute of limitations. ( 1) Except as otherwise provided in this 

30 section, a deficiency may not be assessed with respect to the year for which a return is filed unless the 
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notice of additional tax proposed to be assessed is mailed within 5 years from the date on which the return 

2 was filed. For the purposes of this section, a return filed before the last day prescribed for filing is 

3 considered as filed on the last day. If the taxpayer, before the expiration of the p_eriod prescribed for 

4 assessment of the tax, consents in writing to an assessment after that time, the tax may be assessed at 

5 any time prior to the expiration of the period agreed upon. 

6 ( 2) A refund or credit may not be allowed or paid with respect to the year for which a return is filed 

7 after 5 years from the last day prescribed for filing the return or after 1 year from the date of the 

8 overpayment, whichever period is later, unless before the expiration of the period, the taxpayer files a claim 

9 or the department of revenue has determined the existence of the overpayment and has approved the 

10 refund or credit. If the taxpayer has agreed in writing under the provisions of subsection (1) to extend the 

11 time within which the department may propose an additional assessment, the period within which a claim 

12 for refund or credit may be filed or a credit or refund allowed if a claim is not filed is automatically 

1 3 extended. 

14 (3) If a return is required to be filed and the taxpayer fails to file the return, the tax may be 

1 5 assessed or an action to collect the tax may be brought at any time. If a return is required to be filed and 

16 the taxpayer files a fraudulent return, the 5-year period provided for in subsection ( 1) does not begin until 

1 7 discovery of the fraud by the department. 

18 

19 NEW SECTION. Section 16. Rulemaking authority. The department shall adopt rules that are 

20 necessary to implement and administer [sections 1 through 20). 

21 

22 NEW SECTION. Section 17. Calculation of unit value. For the purposes of distribution of oil and 

23 natural gas production taxes to county and school taxing units for production from pre-1985 wells, the 

24 department shall determine the unit value of oil and natural gas for each taxing unit as follows: 

25 11) The unit value for oil for each taxing unit is the quotient obtained by dividing the net proceeds 

26 taxes calculated on oil produced and sold in that taxing unit in calendar year 1988 by the number of barrels 

27 of oil produced in that taxing unit during 1988, excluding post-1985 wells. 

28 (2) The unit value for natural gas is the quotient obtained by dividing the net proceeds taxes 

29 calculated on natural gas produced and sold in that taxing unit in calendar year 1988 by the number of 

30 cubic feet of natural gas produced in that taxing unit during 1988, excluding post-1985 wells. 
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NEW SECTION. Section 18. Distribution of taxes. (1) For each calendar quarter, the department 

2 of revenue shall determine the amount of tax, late payment interest, and penalty collected under [sections 

3 1 through 20]. For purposes of distribution of the taxes to county and school taxing units, the department 

4 shall determine the amount of oil and natural gas production taxes paid on production from pre-1985 wells, 

5 post-1985 wells, and horizontally drilled wells located in the taxing unit. 

6 (2) Except as provided in subsections (3) and (4), oil production taxes must be distributed as 

7 follows: 

8 (a) The amount equal to 41.6% of the oil production taxes, including late payment interest and 

9 penalty, collected under [sections 1 through 20] must be distributed as provided in subsection (7). 

10 (b) The remaining 58.4% of the oil production taxes, plus accumulated interest earned on the 

11 amount allocated under this subsection (2)(b), must be deposited in the agency fund in the state treasury 

12 and transferred to the county and school taxing units for distribution as provided in subsection (8). 

13 (3) The amount equal to 100% of the oil production taxes, including late payment interest and 

14 penalty, collected from working interest owners on production from post-1985 wells occurring during the 

15 first 12 months of production must be distributed as provided in subsection (7). 

16 (4) The amount equal to 100% of the oil production taxes, including late payment interest and 

17 penalty, collected under [sections 1 through 20] on production from horizontally drilled wells and on the 

18 incremental production from horizontally recompleted wells occurring during the first 18 months of 

19 production must be distributed as provided in subsection (7). 

20 (5) Except as provided in subsection (6), natural gas production taxes must be allocated as follows: 

21 (a) The amount equal to 14.6% of the natural gas production taxes, including late payment interest 

22 and penalty, collected under [sections 1 through 201 must be distributed as provided in subsection (7). 

23 (bl The remaining 85.4% of the natural gas production taxes, plus accumulated interest earned on 

24 the amount allocated under this subsection (5)(b), must be deposited in the agency fund in the state 

25 treasury and transferred to the county and school taxing units for distribution as provided in subsection (8). 

26 (6) The amount equal to 100% of the natural gas production taxes, including late payment interest 

27 and penalty, collected from working interest owners under [sections 1 through 20] on production from 

28 post-1985 wells occurring during the first 12 months of production must be distributed as provided in 

29 subsection (7). 

30 (7) The department shall, in accordance with the provisions of 15-1-501(6), distribute the state 
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1 portion of oil and natural gas production taxes, including late payment interest and penalty collected, as 

2 follows: 

3 (al 85% to the state general fund; 

4 (bl 4.3% to the state special revenue fund for the purpose of paying expenses of the board as 

5 provided in 82-11-135; and 

6 (cl 10. 7% to be distributed as provided by 15-38-106(2). 

7 (8) (a) For the purpose of distribution of the oil and natural gas production taxes from pre-1985 

8 wells, the department shall each calendar quarter adjust the unit value determined under tAis Sl:ll:lseotieR 

9 AA (SECTION 17] according to the ratio that the oil and natural gas production taxes from pre-1985 wells 

10 collected during the calendar quarter for which the distribution occurs plus penalties and interest on 

11 delinquent oil and natural gas production taxes from pre-1985 wells bears to the total liability for the oil and 

12 natural gas production taxes from pre-1985 wells for the quarter for which the distribution occurs. The 

13 amount of oil and production taxes distributions must be calculated and distributed as follows: 

14 (il By the dates referred to in subsection (9), the department shall calculate and distribute to each 

15 eligible county the amount of oil and natural gas production taxes from pre-1985 wells for the quarter, 

16 determined by multiplying the unit value, as adjusted in this subsection (8)(a), by the units of production 

17 on which oil and natural gas production taxes from pre-1985 wells were owed for the calendar quarter for 

18 which the distribution occurs. 

19 (ii) Any amount by which the total tax liability exceeds or is less than the total distributions 

20 determined in subsection (8)(a) must be calculated and distributed in the following manner: 

21 (A) The excess amount or shortage must be divided by the total distribution determined for that 

22 period to obtain an excess or shortage percentage. 

23 (Bl The excess percentage must be multiplied by the distribution to each taxing unit, and this 

24 amount must be added to the distribution to each respective taxing unit. 

25 (C) The shortage percentage must be multiplied by the distribution to each taxing unit, and this 

26 amount must be subtracted from the distribution to each respective taxing unit. 

27 (b) Except as provided in subsection (B)(c), the county treasurer shall distribute the money received 

28 under subsection (9) from pre-1985 wells to the taxing units that levied mills in fiscal year 1990 against 

29 calendar year 1988 production in the same manner that all other property tax proceeds were distributed 

30 during fiscal year 1990 in the taxing unit, except that a distribution may not be made to a municipal taxing 
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1 unit. 

2 (cl The board of county commissioners of a county may direct the county treasurer to reallocate 

3 the distribution of oil and natural gas production tax money that would have gone to a taxing unit, as 

4 provided in subsection (8)(b), to another taxing unit or taxing units, other than an elementary school or high 

5 school, within the county under the following conditions: 

6 (i) The county treasurer shall first allocate the oil and natural gas production taxes to the taxing 

7 units within the county in the same proportion that all other property tax proceeds were distributed in the 

8 county in fiscal year 1990. 

9 (iii If the allocation in subsection (8)(cllD exceeds the total budget for a taxing unit, the 

1 O commissioners may direct the county treasurer to allocate the excess to any taxing unit within the county. 

11 (d) The board of trustees of an elementary or high school district may reallocate the oil and natural 

12 gas production taxes distributed to the district by the county treasurer under the following conditions: 

13 (i) The district shall first allocate the oil and natural gas production taxes to the budgeted funds 

14 of the district in the same proportion that all other property tax proceeds were distributed in the district in 

1 5 fiscal year 1990. 

16 (ii) If the allocation under subsection (8)(d)(i) exceeds the total budget for a fund, the trustees may 

17 allocate the excess to any budgeted fund of the school district. 

18 (e) For all production from post-1985 wells find horizontally drilled wells completed after December 

19 31, 1993, the county treasurer shall distribute oil and natural gas production taxes received under 

20 subsections (2)(b) and (5)(b) between county and school taxing units in the relative proportions required 

21 by the levies for state, county, and school district purposes in the same manner as property taxes were 

22 distributed in the preceding fiscal year. 

23 (f) The allocation to the county in subsection (8)(e) must be distributed by the county treasurer in 

24 the relative proportions required by the levies for county taxing units and in the same manner as property 

25 taxes were distributed in the preceding fiscal year. 

26 (g) The money distributed in subsection (8)(e) that is required for the county mill levies for school 

27 district retirement obligations and transportation sch,edules must be deposited to the funds established for 

28 these purposes. 

29 (hi The oil and natural gas production taxes distributed under subsection (8)(b) that are required 

30 for the 6-mill university levy imposed under 20-25-423 and for the county equalization levies imposed under 
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1 20-9-331 and 20-9-333, as those sections read on July 1, 1989, must be remitted by the county treasurer 

2 to the state treasurer. 

3 (i) The oil and natural gas production taxes distributed under subsection (8)(e) that are required for 

4 the 6-mill university levy imposed under 20-25-423, for the county equalization levies imposed under 

5 20-9-331 and 20-9-333, and for the state equalization aid levy imposed under 20-9-360 must be remitted 

6 by the county treasurer to the state treasurer. 

7 (j) The amount of oil and natural gas production taxes remaining after the treasurer has remitted 

8 the amounts determined in subsections (8)(h) and (8)(i) is for the exclusive use and benefit of the county 

9 and school taxing units. 

10 (9) The department shall remit the amounts to be distributed in subsection (8) to the county 

11 treasurer by the following dates: 

12 (a) On or before August 1 of each year, the department shall remit to the county treasurer oil and 

13 natural gas production tax payments received for the calendar quarter ending March 31 of the current year. 

14 (bl On or before November 1 of each year, the department shall remit to the county treasurer oil 

15 and natural gas production tax payments received for the calendar quarter ending June 30 of the current 

16 year. 

17 (c) On or before February 1 of each year, the department shall remit to the county treasurer oil and 

18 natural gas production tax payments received for the calendar quarter ending September 30 of the previous 

19 year. 

20 (dl On or before May 1 of each year, the department shall remit to the county treasurer oil and 

21 natural gas production tax payments received for the calendar quarter ending December 31 of the previous 

22 calendar year. 

23 (10) The department shall provide to each county by May 31 of each year the amount of gross 

24 taxable value represented by all types of production taxed under [section 4] for the previous calendar year 

25 multiplied by 60%. The resulting value must be treated as taxable value for county classification purposes 

26 and for county bonding purposes. 

27 

28 NEW SECTION. Section 19. Local government severance tax payments for calendar year 1995 

29 production -- distribution of payments -- not subject to 1-105 limitations. (1) The local government 

30 severance tax imposed under 15-36-101, as that section read before [the effective date of this act], for 
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calendar year 1995 production is due as follows: 

2 (a) for oil and natural gas production occurri11g in the first calendar quarter of 1995, the tax is due 

3 May 31, 1996; 

4 (bl for oil and natural gas production occurring in the second calendar quarter of 1995, the tax is 

5 due May 31, 1997; 

6 (c) for oil and natural gas production occurring in the third calendar quarter of 1995, the tax is due 

7 May31,1998;and 

8 (d) for oil and natural gas production occurring in the fourth calendar quarter of 1995, the tax is 

9 due May 31, 1999. 

1 0 (2) (a) If the taxpayer pays the entire local government severance tax liability for calendar year 

11 1995 on or before June 30, 1996, the taxpayer must receive a 6% reduction in the total local government 

12 severance tax liability. 

13 (bl Any payment of local government severance taxes for calendar year 1995 made on or before 

14 June 30, 1997, does not accrue interest. Any payment of local government severance taxes for calendar 

15 year 1995 made after June 30, 1997, must accrue interest at the rate of 1 % a month or fraction of a 

16 month from July 1, 1997, to the date of payment. Any payment for the third quarter of 1995 received after 

17 May 31, 1998, and any payment for the fourth quarter of 1995 received after May 31, 1999, is subject 

18 to the late payment penalty provisions in [section BJ. 

19 (cl In the case of the dissolution of the operator or a change in the operator of any lease or unit, 

20 any unpaid local government severance tax for calendar year 1995 becomes due on the date of dissolution 

21 or on the date of the change in operator. The operator is subject to the provisions of subsection (2)(a) 

22 regarding the 6% tax liability reduction or the provisions of subsection (2)(b) regarding interest and 

23 penalties. 

24 (3) The department shall determine the amount of tax collected under subsections (1) and (2) from 

25 within each taxing unit. 

26 14) For purposes of the distribution of locc1I government severance taxes collected under this 

27 section, the department shall use the unit value of oil and gas for each taxing unit as determined in [section 

28 17]. 

29 (5) The local government severance tax must be deposited in the agency fund in the state treasury 

30 and transferred to the county for distribution as provided in subsection (6). 
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1 (61 For the purpose of the distribution of the local government severance tax for calendar year 

2 1995 production, the department shall adjust the unit value determined under this section according to the 

3 ratio that the local government severance taxes collected during the quarters for which the distribution 

4 occurs plus penalties and interest on delinquent local government severance taxes bears to the total liability 

5 for local government severance taxes for the quarters for which the distribution occurs. The taxes must 

6 be calculated and distributed as follows: 

7 (a) By July 31 of each of the years 1996, 1997, 1998, and 1999, the department shall calculate 

8 and distribute to each eligible county the amount of local government severance tax for calendar year 1995 

9 production, determined by multiplying the unit value, as adjusted in this subsection (6), by the units of 

10 production on which the local government severance tax was owed during calendar year 1995 production. 

11 (b) Any amount by which the total tax liability exceeds or is less than the total distributions 

12 determined in subsection (6)(a) must be calculated and distributed in the following manner: 

13 (ii The excess amount or shortage must be divided by the total distribution determined for that 

14 period to obtain an excess or shortage percentage. 

15 (ii) The excess percentage must be multiplied by the distribution to each taxing unit, and this 

16 amount must be added to the distribution to each respective taxing unit. 

17 (iii) The shortage percentage must be multiplied by the distribution to each taxing unit, and this 

18 amount must be subtracted from the distribution to each respective taxing unit. 

19 (71 (a) The county treasurer shall distribute the money received under subsection (6) between the 

20 county and school taxing units. The distribution between county and school taxing units is the ratio of the 

21 number of mills levied for fiscal year 1990 against 1988 production in each taxing unit for the county and 

22 schools, including the county equalization levies that were in effect under 20-9-331 and 20-9-333 as those 

23 sections read on July 1, 1989, and the university 6-mill levy imposed under 20-25-423, except that a 

24 distribution may not be made to a municipal taxing unit or the state equalization aid levy imposed under 

25 20-9-360. Distribution of money for the county equalization levies and the university levy must be remitted 

26 to the state by the county treasurer. The amounts distributed under subsections (7)(b) and (7) (cl are for 

27 the exclusive use of county and school taxing units. 

28 (b) The county treasurer shall deposit the money from subsection (7)(a) allocated to county levies 

29 to the oil and gas tax accelerated fund. 

30 (c) The trustees of a school district may allocate any payment received under subsection (7)(a) to 
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any budget fund of the district or to the miscellaneous programs fund established in 20-9-507. The 

2 trustees shall direct the county treasurer to deposit the local government severance tax payments under 

3 this section to the funds of the district in accordance with the allocations determined by the trustees. 

4 (8) Local government severance tax payments to ee1:1nty tai(iR!:J l:IRits /\ COUNTY pursuant to this 

5 section are not subject to the limitations of Title 1 E,, chapter 10, part 4. Payments of local government 

6 severance tax pursuant to this section may not be used for county classification purposes under 7-1-2111 

7 and may not be considered in the determination of bonding limits under 7-7-2101, 7-7-2203, 7-14-2524, 

8 and 7-16-2327. 

9 

10 NEW SECTION. Section 20. Oil and natural gas accelerated tax fund. ( 1) The county 

11 commissioners of a county that receives tax distributions under [section 19) shall establish an oil and 

12 natural gas accelerated tax fund for the deposit of the distributions. The county commissioners may retain 

13 the money in the fund for any time period considered appropriate by the commissioners. Money retained 

14 in the fund may not be considered as fund balance for the purpose of reducing mill levies. 

15 (2) Money may be expended from the fund for any purpose allowed by law. 

16 (3) Money in the fund must be invested as provided by law. Interest and income earned on the 

17 investment of money in the fund must be credited to the fund. 

18 (4) The oil and natural gas accelerated tax fund must be financially administered as a nonbudgeted 

19 fund under the provisions of Title 7, chapter 6, part 23. 

20 

21 Section 21. Section 7-1-2111, MCA, is am1rnded to read: 

22 "7-1-2111. Classification of counties. (1) For the purpose of regulating the compensation and 

23 salaries of all county officers, not otherwise provided for, and for fixing the penalties of officers' bonds, 

24 the counties of this state must be classified according to H1at i:iereenta!:je ef the tr1:1e and full the taxable 

25 valuation of the property in the counties upon which the tax levy is made, except for vehicles subject to 

26 taxation under 61-3-504(2). as follows: 

27 (a) first class--all counties having a taxable valuation of $50 million or over; 

28 (b) second class--all counties having a taxabl,a valuation of more than $30 million and less than $50 

29 million; 

30 (c) third class--all counties having a taxable valuation of more than $20 million and less than $30 
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million; 

Id) fourth class--all counties having a taxable valuation of more than $15 million and less than $20 

million; 3 

4 

5 

6 

7 

le) fifth class--all counties having a taxable valuation of more than $1 O million and less than $15 

million; 

If) sixth class--all counties having a taxable valuation of more than $ 5 million and less than $1 0 

million; 

lg) seventh class--all counties having a taxable valuation of less than $5 million. 

12) As used in this section, taxable valuation means the taxable value of taxable property in the 

10 county as of the time of determination plus: 

11 la) that portion of the taxable value of the county on December 31, 1981, attributable to 

12 automobiles and trucks having a rated capacity of three-quarters of a ton or less; 

13 (bl that portion of the taxable value of the county on December 31, 1989, attributable to 

14 automobiles and trucks having a rated capacity of more than three-quarters of a ton but less than or equal 

15 to 1 ton; 

16 (c) tl:le aR'lo1:Jnt of talEOs le,,.ied en new 13reduetion, woduetion fFoR'l "1orizentally eom13leted wells, 

17 and ineremental 13reduetien, as 13ro,1ided in 1 e 23 607, di,,.ided ey tl:le a1313Fe13riate tax rates deserieed in 

18 1 s 23 6O7(2)(al, (2)(e), or (2l(e) and multiplieEl D't 60% the value provided by the department of revenue 

19 under (section 18( 10)1; and 

20 Id) tl:le aR'lount of ¥alue re13resented Bl' new 13roduetion or produetion from "1ori~entally eom13leted 

21 wells e1mmpted from tmE as 13r0Yided in 1 e 23 612 FAultiplied Dy 60%, plus tl:le value ef any otl:ler 

22 13roduetien eeeurring after [)eeemeer 31, 1988, multiplieEl 13·t 60%; anEl 

23 fe+ 6 % of the taxable value of the county on January 1 of each tax year." 

24 

25 Section 22. Section 7-7-2101, MCA, is amended to read: 

26 "7-7-2101. Limitation on amount of county indebtedness. 11) A county may not become indebted 

27 in any manner or for any purpose to an amount, including existing indebtedness, in the aggregate exceeding 

28 ·23% of the total of the taxable value of the property in the county subject to taxation, plus the aFAeunt of 

29 taJ<es levies en new 13roduetion, 13reduetion frem "1orizentallv eem13leted wells, and ineromental 13red1:Jetion 

30 Elivided B't' t"1e a1313r013riate taic rates deserieed in 16 23 6O7(2)(a), (2)(el, er (2)(ol ana multi13lied ay 60%, 
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1 plus tAe aR'louRt of •,<alue represeRted b•t ROW preduotion and preduetieR freR'I l'lori20Rtally eeA=iplotod wells 

2 exeR'lpted freR'I tax as pre11ided in Hi 2a el 2 A=IUltiplied by eO%, 13lus tAe 11alue ef aRy ether preduetien 

3 eem,rrin§ after DoeoA=1ber a 1, 1988, R'lultiplied by e-0-¼ value provided by the department of revenue in 

4 !section 18(1 O)j, as ascertained by the last assessment for state and county taxes previous to the incurring 

5 of the indebtedness. 

6 (21 A county may not incur indebtedness or liability for any single purpose to an amount exceeding 

7 $500,000 without the approval of a majority of the electors of the county voting at an election to be 

8 provided by law, except as provided in 7-21-3413 and 7-21-3414. 

9 (3) This section does not apply to the acquisition of conservation easements as set forth in Title 

1 O 76, chapter 6." 

11 

12 Section 23. Section 7-7-2203, MCA, is amended to read: 

13 "7-7-2203. Limitation on amount of bonded indebtedness. (1 l Except as provided in subsections 

14 (2) through (4), a county may not issue general obligation bonds for any purpose that, with all outstanding 

15 bonds and warrants except county high school bonos and emergency bonds, will exceed 11.25% of the 

16 total of the taxable value of the property in the county, plus the aR'leuRt ef tai(os lo11ied en Rew produetion, 

17 produetien freA=I herizeAtally soR'113leted wells, aRd ir,ereR'I0Rtal 13roduetioR divided by the appropriate taJc 

18 rates deseribed iR 1 !i 2a eO7(2)(al, (2)(b), er 12)(0) aRd R'lulti13lied b•t e0%, plus the aA=1euRt ef value 

19 re13resented by Rew 13reduetioR aRd 13reduetioR freA=I l'lori20Rtally eoR'l13iotod wells eJceR'l13ted froR'I tax as 

20 provided iR 1 li 2:3 e 12 R'IUlti13liod by eO%, plus the value of a Ry etl'lor 13roduetioR oeeurriR§ after DeoeA=leer 

21 :31, 1988, R'lulti13lied by eO% value provided by the department of revenue under [section 18(10)], to be 

22 ascertained by the last assessment for state and county taxes prior to the proposed issuance of bonds. 

23 (2) In addition to the bonds allowed by subsection (1), a county may issue bonds that, with all 

24 outstanding bonds and warrants, will not exceed 27. 75% of the total of the taxable value of the property 

25 in the county subject to taxation, plus the aR'louRt Df taxes lo11ied OR ROW 13roduetioR, produetieR froA=I 

26 hori20Rtally eoR'l13leted wells, and iRsreA=1eRtal produetieR ai11iaed by tl'le ap13ro13riate taic rates describes in 

27 1 !i 2:3 eO7(2)1a), (2)(s), or 12)(0) and R'IUltiplied by EiO%, plus tl'le aR'lount of ••alue represeAtea b',' new 

28 production aRa produetioR froA=I Aori20Rtally eoR'lpletea wells e110R'lptea froR'I tall as pro11ideEl in 1 s 2:3 e12 

29 A=1ulti13lieEl by 60% value provided by the department of revenue under [section 18( 10)1, when necessary 

30 to do so, plus the value ef any other 13r0Eluetien oeourrin§ after DeeeR'lber :31, 1988, A=lultipliea sy 60% for 
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the purpose of acquiring land for a site for county high school buildings and for erecting or acquiring 

2 buildings on the site and furnishing and equipping the buildings for county high school purposes. 

3 (3) In addition to the bonds allowed by subsections ( 1) and (2), a county may issue bonds for the 

4 construction or improvement of a jail that will not exceed 12.5% of the taxable value of the property in the 

5 county subject to taxation. 

6 (4) The limitation in subsection (1) does not apply to refunding bonds issued for the purpose of 

7 paying or retiring county bonds lawfully issued prior to January 1, 1932, or to bonds issued for the 

8 repayment of tax protests lost by the county." 

9 

10 Section 24. Section 7-14-2524, MCA, is amended to read: 

11 "7-14-2524. Limitation on amount of bonds issued -- excess void. (1) Except as otherwise 

12 provided in 7-7-2203, 7-7-2204, and this section, a county may not issue bonds that, with all outstanding 

13 bonds and warrants except county high school bonds and emergency bonds, will exceed 11.25% of the 

14 total of the taxable value of the property in the county, plus the aR1e1:1Rt ef Muos lo•rioEI OR Rew prnEluetioR, 

15 preEluetioR ffORl l'lorizeRtally eeR1ploteEI wells, aREI iRefeRlental preEluetioR EliviEleEI 13y tl'lo appfepfiate taiE 

16 rntes sesefil3eEI iR 1 e 2a 607(2)(a), (2)(0), Of (2)1e) anEI multiplieEI by 60%, plus tl'le ameunt of value 

17 fBpFBsenteEI ey ne·,.., prnEluetien aREI pfoEluetion fFOR'I l'lorizontally eompleteEI wells exemptes from tax as 

18 pfeviEleEI in 1 e 23 612 R1ultiplieel ey 60%, plus tl'le value ef an'( otl'lof prnauetion oeeuFring aftef DeeemeOF 

19 31, 1088, RlultiplieEI sy 60% value provided by the department of revenue under (section 1811 O)j. The 

20 taxable property and the amount of taxes levied on new production, production from horizontally completed 

21 wells, and incremental production must be ascertained by the last assessment for state and county taxes 

22 prior to the issuance of the bonds. 

23 (2) A county may issue bonds that, with all outstanding bonds and warrants except county high 

24 school bonds, will exceed 11.25% but will not exceed 22.5% of the total of the taxable value of the 

25 property, plus tho aR1eunt of tai1es levieEI on new prnetuetion, preetuotion from l'lefiiwntally soA'lpleteet wells, 

26 aRet inernmental pfesustion Eli•iiEleEI sy tl'le appFOpfiato taiE rntes Elesorieeet in 16 23 607(2)(a), (2)(13), of 

27 (2)1o) anet multiplioet sy 60%, plus tl'le amount of value fepfosontoet sy new 13rnetustion anet presuetion froA'l 

28 l'lofizontally eofflpleteet ',1,1olls oirnm13teEI frem tall as pfo·,iEleEl iR 16 23 612 RlultiplieEI sy 60%, 13lus tl'le value 

29 sf an~• etl'lef pfesuetien eeeuFFing aftef E)ooemeer 31, 1088, multiplieEl ey 60% value provided by the 

30 department of revenue under (section 18(1 O)j when necessary for the purpose of replacing, rebuilding, or 
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repairing county buildings, bridges, or highways that have been destroyed or damaged by an act of God 

2 or by a disaster, catastrophe, or accident. 

3 (3) The value of the bonds issued and all other outstanding indebtedness of the county, except 

4 county high school bonds, may not exceed 22.5% of the total of the taxable value of the property within 

5 the county, plus the aR1ouAt of taites levieEI OR new produetioA, proEluotioA froffl horiwntally eofflpleted 

6 wells, a REI iAereffleAtal proEluotion divided BY the appropriate la!E rates ElesoriBed iA 16 23 607(21 (al, (21 (B), 

7 or (2)(e) aAd fflultiplied B'f 60%, plus tho afflOUAt of value representeEI B'f AO'"' proEluetien and proEluetioA 

8 froffl hori;coAtaily eoR1ploteEI wells eiEefflptod froFA H11t as provided in 16 23 612 R1ultiplied B',' 60%, plus 

9 the value of aA>y' other produetieA eeeurrin!'J after Dc.eefflber 31, 1988, fflultiplied by 609~ value provided 

1 O by the department of revenue under [section 18( 10)), as ascertained by the last preceding general 

11 assessment." 

12 

13 Section 25. Section 7-14-2525, MCA, is amended to read: 

14 "7-14-2525. Refunding agreements and rnfunding bonds authorized. 11) Whenever the total 

15 indebtedness of a county exceeds 22.5% of the total of the taxable value of the property therein, plus the 

16 aR"louAt of taHes le·,ied en new proEluetien, preEluetioA freffl herizentall1( eoR"lpleteEI wells, anEI inerefflental 

17 13r0Eluetion EliviEleEI B'f the a13prepriate tai1 rates EleseriBed in 16 23 607(21(a), (21(B), er (2)(e) an El R"lulti13lies 

18 BY 60%, 13lus the aR"1ount of value re13resented B•r new produstieA anEI preduetien froR"I hsri;coAtally 

19 eofflpleteEI ',Yells eueR"113teEI froR"I taiE as 13roviEleEI in 16 23 612 R"IUltiplieEI B'f 60%; plus the value of any 

20 other proElustion oeeurring after QeeeR"leer 31, 1088 .. R"lultiplies ey 609~ value provided by the department 

21 of revenue under [section 18( 10)], and the board determines that the county is unable to pay the 

22 indebtedness in full, the board may: 

23 (a) negotiate with the bondholders for an agreement whereby the bondholders agree to accept less 

24 than the full amount of the bonds and the accrued unpaid interest in satisfaction of the bonds; 

25 (b) enter into the agreement; 

26 (c) issue refunding bonds for the amount agreed upon. 

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

28 or serial bonds. 

29 13) The plan agreed upon between the board and the bondholders must be embodied in full in the 

30 resolution providing for the issuance of the bonds." 
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18 

19 

Section 26. Section 7-16-2327, MCA, is amended to read: 

"7-16-2327. Indebtedness for park purposes. ( 1) Subject to the provisions of subsection ( 2), a 

county park board, in addition to powers and duties now given under law, has the power and duty to 

contract an indebtedness in behalf of a county, upon the credit of the county, for the purposes of 

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

(2) la) The total amount of indebtedness authorized to be contracted in any form, including the 

then-existing indebtedness, may not at any time exceed 13% of the total of the taxable value of the taxable 

property in the county, plus the amount of taxes levies on new r:,rosuetion, prosuetion from tcioricontally 

eompletes wells, ans insremental prosuetion sivises b•( tAe appropriate tax rates seseribes in 

1 e 23 607(2)!a), (2)(b), or (2)(e) ans multir:,lies b•f 60%, plus tAe amount of •ralue reprosentes by new 

proEluetion ans prosuetion from tcioricontally eonipletes •,•,·ells e11eniptes froni tmE as provises in 1 e 23 612, 

plus the •;alue of any other r:,rosuetion oeeurring after 0eeember 31, 1988, multiplies b·,· 60% value 

provided by the department of revenue under [section 18110)), ascertained by the last assessment for state 

and county taxes previous to the incurring of the indebtedness. 

lb) Money may not be borrowed on bonds issued for the purchase of lands and improving the land 

for any purpose until the proposition has been submitted to the vote of those qualified under the provisions 

of the state constitution to vote at the election in the affected county and a majority vote is cast in favor 

of the bonds." 

20 Section 27. Section 15-1-501, MCA, is amended to read: 

21 "15-1-501 . Disposition of money from certain designated license and other taxes. ( 1 ) The state 

22 treasurer shall deposit to the credit of the state general fund in accordance with the provisions of 

23 subsection (6) all money received from the collection of: 

24 (a) fees from driver's licenses, motorcycle endorsements, and duplicate driver's licenses as 

25 provided in 61-5-121; 

26 (b) electrical energy producer's license taxes under chapter 51; 

27 (el se·,ernneo tairns alloeates to ttcie general funs unser ohapter 36; 

28 MM liquor license taxes under Title 16; 

29 Wiill. telephone company license taxes under chapter 53; and 

30 fflifil inheritance and estate taxes under Title 72, chapter 16. 
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(2) All money received from the collection of income taxes under chapter 30 of this title must, in 

2 accordance with the provisions of subsection (6), be deposited as follows: 

3 (a) 91.3% of the taxes to the credit of the state general fund; 

4 (bl 8. 7% of the taxes to the credit of the debt service account for long-range building pwgram 

5 bonds as described in 17-5-408; and 

6 (cl all interest and penalties to the credit of the state general fund. 

7 (3) All money received from the collection of corporation license and income taxes under chapter 

8 31 of this title, except as provided in 1 5-31-702, must, in accordance with the provisions of subsection 

9 (6), be deposited as follows: 

10 (a) 89.5% of the taxes to the credit of the state general fund; 

11 (bl 10. 5 % of the taxes to the credit of the debt service account for long-range building program 

12 bonds as described in 17-5-408; and 

13 (c) all interest and penalties to the credit of the state general fund. 

14 (4) The department of revenue shall also deposit to the credit of the state general fund all money 

15 received from the collection of license taxes, fees, and all net revenues and receipts from all other sources 

16 under the operation of the Montana Alcoholic Beverage Code. 

17 (5) After tl'le elistrieutioA 13re1,ieleel fer in 1 Ii 36 112, tl'le rernaineler of tl'le oil severance taJE 

18 eolleetions Oil and natural gas production taxes allocated under [section 18(7)(a)j must be deposited in the 

19 general fund. 

20 (61 Notwithstanding any other provision of law, the distribution of tax revenue must be made 

21 according to the provisions of the law governing allocation of the tax that were in effect for the period in 

22 which the tax revenue was recorded for accounting purposes. Tax revenue must be recorded as prescribed 

23 by the department of administration, pursuant to 17-1-102(2) and (5), in accordance with generally 

24 accepted accounting principles. 

25 17) All refunds of taxes must be attributed to the funds in which the taxes are currently being 

26 recorded. All refunds of interest and penalties must be attributed to the funds in which the interest and 

27 penalties are currently being recorded." 

28 

29 Section 28. Section 15-6-208, MCA, is amended to read: 

30 "15-6-208. Mineral exemptions. ( 1) One-half of the contract sales price of coal sold by a coal 
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producer who extracts less than 50,000 tons of coal in a calendar year is exempt from taxation. 

(2) Metal mines producing less than 20,000 tons of ore in a taxable year are exempt from property 

taxation on one-half of the merchantable value. 

{;3) {al ~Jew 13reduetieA, as defiAed iA 16 2;3 601, is ei<ell'l13t frell'I tmcatioA for the fast 12 ll'IOAths 

of 13roduetioA as 13r0Yided iA 16 2;3 612. 

{b} ProduetioA froll'I horizoAtall.,. eoll'l13leted wells, as defiAed iA 16 2;3 601, is exell'l13t from taicatioA 

for the first 18 moAths of woduetioA as 13r0Yided in 16 2;3 612. 

t4+Ql The first 1,000 tons of travertine and building stone extracted from a mine in a tax year are 

exempt from property taxation." 

Section 29. Section 15-16-102, MCA, is amended to read: 

"15-16-102. Time for payment -- penalty for delinquency. Except as provided in 15-16-802 and 

1 5-16-803 and unless suspended or canceled under the provisions of Title 15, chapter 24, part 17, all taxes 

levied and assessed in the state of Montana, except assessments made for special improvements in cities 

and towns payable under 15-16-103 and assessments ll'lade on interill'I production and new 13roduetion as 

13ro11ided in Title 16, eha13ter 2;3, 13art 6, and 13a.,.able under 16 16 121, shall be me payable as follows: 

{ 1) One-half of the taxes are payable on or before 5 p.m. on November 30 of each year or within 

30 days after the tax notice is postmarked, whichever is later, and one-half are payable on or before 5 p.m. 

on May 31 of each year. 

(2) Unless one-half of the taxes are paid on or before 5 p.m. on November 30 of each year or 

within 30 days after the tax notice is postmarked, whichever is later, tflef½ the amount se payable slclalt 

be00A'le i.§. delinquent and sf:lall draw draws interest at the rate of 5/6 of 1 % ~ 2 month from and after 

the delinquency until paid and 2% slclalt must be added to the delinquent taxes as a penalty. 

(3) All taxes due and not paid on or before 5 p.m. on May 31 of each year shall be me delinquent 

and slclalt draw interest at the rate of 5/6 of 1 % ~ 2 month from and after the delinquency until paid and 

2 % slclalt must be added to the delinquent taxes as a penalty. 

(4) If the date on which taxes are due falls on a holiday or Saturday, taxes may be paid without 

penalty or interest on or before 5 p.m. of the next business day in accordance with 1-1-307. 

(5) A taxpayer may pay flis current year taxes without paying delinquent taxes. The county 

treasurer ffitf5t shall accept a partial payment e_qual to the delinquent taxes, including penalty and interest, 
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for one or more full taxable years, provided both halve·s of the current tax year have been paid. Payment 

2 of taxes for delinquent taxes must be applied to the taxes that have been delinquent the longest. The 

3 payment of the current tax year is not a redemption of the property tax lien for any delinquent tax year. 

4 16) The penalty and interest on delinquent assessment payments for specific parcels of land may 

5 be waived by resolution of the city council. A copy of the resolution must be certified to the county 

6 treasurer." 

7 

8 Section 30. Section 15-23-103, MCA, is amended to read: 

9 "15-23-103. Due date of reports and returns -- extensions. {1) Except as provided in subsection 

1 o (2) aRe 1 e 2a 602, each report or return described in 15-23-301, 15-23-402, 15-23-502, 15-23-701, or 

11 15-23-517 must be delivered to the department on or before March 31 each year. 

12 (2) Each report or return for a natural gas or oil pipeline described in 1 5-23-301 must be delivered 

1 3 to the department on or before April 15 each year. 

14 (3) Each report described in 15-23-201, 15-23-212, 1 5-23-515, or 15-23-516 must be delivered 

1 5 to the department before April 1 5 each year. 

16 (4) The department may for good cause ext•end the time for filing a return or report for not more 

17 than 30 days." 

18 

19 Section 31. Section 15-23-104, MCA, is amended to read: 

20 "15-23-104. Failure to file -- estimate by d,epartment -- penalty. (1) If any person fails to file a 

21 report or return within the time established in 15'23-103 or by a later date approved by the department, 

22 the department shall estimate the value of the property that should have been reported on the basis of the 

23 best available information. In estimating the value of the net proceeds of mines, the department shall 

24 proceed under 15-23-506, and in estimating the value of the gross proceeds of coal mines, the department 

25 shall proceed under 15-35-107. In estimating the value of all other property subject to assessment under 

26 parts 2 through 4 of this chapter, the department shall proceed under 15-1-303. In estimating value under 

27 this section, the department may subpoena a person or the person's agent as specified in 15-1-302. An 

28 assessment pursuant to parts 5, ttlreugtl 7, and 8 of this chapter based on estimated value or imputed 

29 value is subject to review under 15-1-211. For each month or part of a month that a report is delinquent, 

30 the department shall impose and collect a $25 penalty, with the total not to exceed $200, and shall deposit 
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1 the penalty to the credit of the general fund. The department shall assess a penalty of 1 % of the tax due 

2 for each month or part of a month that the report is delinquent. The department shall notify the county 

3 treasurer of each affected county of the amount of the penalty, and the treasurer shall collect the penalty 

4 in the same manner as the taxes to which the penalty applies. 

5 (2l For a delinquency in reporting under 15-23-2·12, the department shall assess a penalty of 1 % 

6 of the tax due for each month or part of a month that the report is delinquent." 

7 

8 Section 32. Section 15-23-106, MCA, is amended to read: 

9 "15-23-106. Report to the counties. ( 1 l On or before July 1, the department shall prepare for each 

10 county a statement listing: 

11 (al the assessed value of railroad property, as determined under 15-23-202, apportioned to the 

12 county, including the length or other description of the property; 

1 3 (bl the assessed value of utility property, as determined under 15-23-303, apportioned to the 

14 county, including the length or. other description of the property; 

15 (cl the assessed value of property of airline companies, as determined under 1 5-23-403, 

16 apportioned to the county; 90% of the value of the property of airline companies apportioned to any county 

17 by reason of a state airport being located in the county must be stated separately from the remaining 

18 assessed value of the property of airline companies apportioned to the county; 

19 (dl the assessed value of the net proceeds and royalties from mines aml eil aAd gas ·,veils in the 

20 county, as determined under 15-23-503, 15-23-505, 15-23-515, 15-23-516, and 15-23-517, 1 e 2a 603, 

21 aml 1e 23 60e; and 

22 (el the assessed value of the gross proceeds from coal mines, as described in 15-23-701. 

23 ( 2l The department shall enter the reported assessed values in the property tax record for the 

24 county." 

25 

26 Section 33. Section 15-23-115, MCA, is amended to read: 

27 "15-23-115. Interest. If the department determines that a taxpayer has incorrectly reported a value 

28 under 15-23-502, 15-23-515, 15-23-516, 15-23-517, 1 e 2a 602, 15-23-701, or 15-23-802 and if an 

29 additional tax is due, there must be added to the tax until paid in full interest at the rate of 1 % a month or 

30 fraction of a month from the date the original tax was due and payable. A taxpayer subject to imposition 
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1 of interest pursuant to this section is not subject to the penalty and interest provisions contained in 

2 15-16-102." 

3 

4 Section 34. Section 15-38-105, MCA, is amended to read: 

5 "15-38-105. Report of gross yield from mim!s. A person who engages in or carries on the business 

6 of mining, extracting, or producing a mineral from any quartz vein or lode, placer claim, dump or tailings, 

7 or other place or source shall file an annual statement of gross yield of the mineral from each mine owned 

8 or worked by that person during the calendar year. This statement must be in the form prescribed by the 

9 department and SHaH must be signed by the person or the manager, superintendent, agent, president, or 

10 vice-president of the corporation, association, or partnership, if any. Metal producers shall deliver the 

11 statement to the department on or before March 31 following the end of the calendar year. Mineral 

12 producers, iAeluaiAg eil aAa gas 13reaueers, shall deliver the statement to the department on or before the 

13 60th day following the end of the calendar year. The statement SHaH must show the following: 

14 ( 1) the name and address of the owner or lessee or operator of the mine; 

15 (2) the description and location of the mine; 

16 (3) the quantity of minerals extracted, produced, and treated or sold from the mine during the 

1 7 period covered by the statement; 

18 (4) the amount and character of the mineral and the total yield of the mineral from the mine in 

19 constituents of commercial value; that is to say, the number of ounces of gold or silver, pounds of copper 

20 or lead, tons of coal, earrels ef 13etreleuFR er ether eruae er FRiAeral eil, eueie feet ef Aatural gas, or other 

21 commercially valuable constituents of the ores or mineral products or deposits yielded to the person 

22 engaged in mining measured by standard units of rreasurement; 

23 (5) the gross yield or value in dollars and cents." 

24 

25 Section 35. Section 1 5-38-121, MCA, is amended to read: 

26 "15-38-121. Certain royalties exempt. Exempt from taxation are royalties received by: 

27 (1) an Indian tribe with respect to eA reservutieA oil aAa gas mineral production pursuant to a lease 

28 entered into under the Indian Mineral Leasing Act o·f 1938 f.,_25 U.S.C. 396a-396g ( 1993)); 

29 (2) the United States as trustee for individual Indians; and 

30 (3) the United States, the state of Montana, or a county or municipal government." 
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Section 36. Section 15-38-202, MCA, is amended to read: 

2 "15-38-202. (Temporary) Investment of resource indemnity trust fund -- expenditure -- minimum 

3 balance. (1) All money paid into the resource indemnity trust fund, including money payable into the fund 

4 under the provisions of 1 5-37-117, must be invested at the discretion of the board of investments. Ail the 

5 net earnings accruing to the resource indemnity trust fund must annually be added to the trust fund until 

6 it has reached the sum of $10 million. Thereafter, only the net earnings may be appropriated and expended 

7 until the fund reaches $100 million. Thereafter, all net earnings and all receipts must be appropriated by 

8 the legislature and expended, provided that the balance in the fund may never be less than $100 million. 

9 (2) (a) At the beginning of each biennium, there is allocated from the interest income of the 

10 resource indemnity trust fund: 

11 Ii) an amount not to exceed $175,000 to the environmental contingency account pursuant to the 

12 conditions of 75-1-1101; 

13 Iii) an amount not to exceed $50,000 to the oil and gas production damage mitigation account 

14 pursuant to the conditions of 82-11-161; 

15 (iii) beginning in fiscal year 1995, $240,000, which is statutorily appropriated, as provided in 

16 17-7-502, from the renewable resource grant and loan program state special revenue account to support 

17 the operations of the environmental science-water quality instructional programs at northern Montana 

18 college to be used for support costs, for matching funds necessary to attract additional funds to further 

19 expand statewide impact, and for enhancement of the facilities related to the programs; 

20 liv) $1,025,000 to be deposited into the renewable resource grant and loan program state special 

21 revenue account, created by 85-1-604, for the purpose of making grants; 

22 (v) $2,200,000 to be deposited into the reclamation and development grants state special revenue 

23 account, created by 90-2-1104, for the purpose of making grants; and 

24 (vi) begiAAiA§ iA fissal year 1994, $250,000 to be deposited into the water storage state special 

25 revenue account created by 85-1-631. 

26 (b) The remainder of the interest income is allocated as follows: 

27 Ii) Thirty-eight percent of the interest income of the resource indemnity trust fund must. be 

28 allocated to the renewable resource grant and loan program state special revenue account created by 

29 85-1-604. 

30 Iii) Fifteen percent of the interest income of the resource indemnity trust fund must be allocated 
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to the hazardous waste/CERCLA special revenue account provided for in 75-10-621. 

2 (iii) Forty-one and one-half percent of the interest income from the resource indemnity trust fund 

3 must be allocated to the reclamation and development grants account provided for in 90-2-1104. 

4 (iv) Five and one-half percent of the interest income of the resource indemnity trust fund must be 

5 allocated to the environmental quality protection fund provided for in 75-10-704. 

6 (3) Any formal budget document prepared by the legislature or the executive branch that proposes 

7 to appropriate funds from the resource indemnity trust interest account other than as provided for by the 

8 allocations in subsection (2) must specify the amount of money from each allocation that is proposed to 

9 be diverted and the proposed use of the diverted funds. A formal budget document includes a printed and 

1 0 publicly distributed budget proposal or recommendation, an introduced bill, or a bill developed during the 

11 legislative appropriation process or otherwise during a legislative session. 

12 15-38-202. (Effective July 1, 19951 Investment of resource indemnity trust fund -- expenditure --

13 minimum balance. 11) All money paid into the resouri:e indemnity trust fund, including money payable into 

14 the fund under the provisions of 15-37-117 and [section 181, must be invested at the discretion of the 

15 board of investments. All the net earnings accruing to the resource indemnity trust fund must annually be 

16 added to the trust fund until it has reached the sum of $10 million. Thereafter, only the net earnings may 

17 be appropriated and expended until the fund reaches $100 million. Thereafter, all net earnings and all 

18 receipts must be appropriated by the legislature and expended, provided that the balance in the fund may 

19 never be less than $1 00 million. 

20 (2) (a) At the beginning of each biennium, there is allocated from the interest income of the 

21 resource indemnity trust fund: 

22 Ii) an amount not to exceed $175,000 to th,9 environmental contingency account pursuant to the 

23 conditions of 75-1-1101; 

24 Iii) an amount not to exceed $50,000 to the oil and gas production damage mitigation account 

25 pursuant to the conditions of 82-11-161; 

26 liii) 1:JegiAAiAg iA fiseal year 199e, $240,000, which is statutorily appropriated, as provided in 

27 17-7-502, from the renewable resource grant and loan program state special revenue account to support 

28 the operations of the environmental science-water quality instructional programs at northern Montana 

29 college to be used for support costs, for matching funds necessary to attract additional funds to further 

30 expand statewide impact, and for enhancement of the facilities related to the programs; 
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(iv) beginning in fiscal year 1996, $2 million to be deposited into the renewable resource grant and 

2 loan program state special revenue account, created by 85-1-604, for the purpose of making grants; 

3 (v) beginning in fiscal year 1996, $3 million to be deposited into the reclamation and development 

4 grants state special revenue account, created by 90-2-1104, for the purpose of making grants; and 

5 (vi) beginning in fiscal year 1996, $500,000 to be deposited into the water storage state special 

6 revenue account created by 85-1-631. 

7 lb) The remainder of the interest income is allocated as follows: 

8 (i) Thirty-six percent of the interest income of the resource indemnity trust fund must be allocated 

9 to the renewable resource grant and loan program state special revenue account created by 85-1-604. 

1 O (ii) Eighteen percent of the interest income of the resource indemnity trust fund must be allocated 

11 to the hazardous waste/CERCLA special revenue account provided for in 75-10-621. 

1 2 (iii) Forty percent of the interest income from the resource indemnity trust fund must be allocated 

13 to the reclamation and development grants account provided for in 90-2-1104. 

14 {iv) Six percent of the interest income of the resource indemnity trust fund must be allocated to 

15 the environmental quality ·protection fund provided for in 75-10-704. 

16 13) Any formal budget document prepared by the legislature or the executive branch that proposes 

17 to appropriate funds from the resource indemnity trust interest account other than as provided for by the 

18 allocations in subsection 12) must specify the amount of money from each allocation that is proposed to 

19 be diverted and the proposed use of the diverted funds. A formal budget document includes a printed and 

20 publicly distributed budget proposal or recommendation, an introduced bill, or a bill developed during the 

21 legislative appropriation process or otherwise during a legislative session." 

22 

23 Section 37. Section 17-7-502, MCA, is amended to read: 

24 "17-7-502. Statutory appropriations -- definition -- requisites for validity. ( 1) A statutory 

25 appropriation is an appropriation made by permanent law that authorizes spending by a state agency 

26 without the need for a biennial legislative appropriation or budget amendment. 

27 (2) Except as provided in subsection (4). to be effective, a statutory appropriation must comply 

28 with both of the following provisions: 

29 {al The law containing the statutory authority must be listed in subsection (3). 

30 {bl The law or portion of the law making a statutory appropriation must specifically state that a 
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1 statutory appropriation is made as provided in this section. 

2 (3) The following laws are the only laws containing statutory appropriations: 2-9-202; 2-17-105; 

3 2-18-812; 3-5-901; 5-13-403; 10-3-203; 10-3-312; 10-3-314; 10-4-301; 15-1-111; 15-23-706; 

4 15-25-123; 15-31-702; Hi 3e 112; 15-37-117; 15-38-202; 15-65-121; 15-70-101; 16-1-404; 16-1-410; 

5 16-1-411; 17-3-106; 17-3-212; 17-5-404; 17-5-424; 17-5-704; 17-5-804; 17-6-101; 17-6-201; 17-6-409; 

6 17-7-304; 18-11-112; 19-2-502; 19-6-709; 19-9-1007; 19-15-101; 19-17-301; 19-18-512; 19-18-513; 

7 19-18-606; 19-19-205; 19-19-305; 19-19-506; 20-4-109; 20-8-111; 20-9-361; 20-26-1403; 20-26-1503; 

8 23-2-823; 23-5-136; 23-5-306; 23-5-409; 23-5-610; 23-5-612; 23-5-631; 23-7-301; 23-7-402; 

9 27-12-206; 32-1-537; 37-43-204; 37-51-501; :39-71-503; 39-71-907; 39-71-2321; 39-71-2504; 

1 0 44-12-206; 44-13-102; 50-5-232; 50-40-206; 53-6-150; 53-24-206; 60-2-220; 61-2-107; 67-3-205; 

11 75-1-1101; 75-5-507; 75-5-1108; 75-11-313; 76-12-123; 77-1-808; 80-2-103; 80-2-222; 80-4-416; 

12 80-11-31 O; 81-5-111; 82-11-1 36; 82-11-161; 85-1-220; 85-20-402; 90-3-301; 90-4-21 5; 90-6-331; 

13 90-7-220; 90-9-306; and 90-14-107. 

14 (4) There is a statutory appropriation to pay th" orincipal, interest, premiums, and costs of issuing, 

15 paying, and securing all bonds, notes, or other oblig1at1ons, as due, that have been authorized and issued 

16 pursuant to the laws of Montana. Agencies that have entered into agreements authorized by the laws of 

17 Montana to pay the state treasurer, for deposit in accordance with 17-2-101 through 17-2-107, as 

18 determined by the state treasurer, an amount suffiGient to pay the principal and interest as due on the 

19 bonds or notes have statutory appropriation authority for the payments. (In subsection (3): pursuant to sec. 

20 7, Ch. 567, L. 1991, the inclusion of 19-6-709 terminates upon death of last recipient eligible for 

21 supplemental benefit; and pursuant to sec. 15, Ch. 534, L. 1993, the inclusion of 90-14-107 terminates 

22 July 1, 1995.) " 

23 

24 Section 38. Section 20-9-104, MCA, is amended to read: 

25 "20-9-104. General fund operating reserve. (1) At the end of each school fiscal year, the trustees 

26 of each district shall designate the portion of the general fund end-of-the-year fund balance that is to be 

27 earmarked as operating reserve for the purpose of paying general fund warrants issued by the district from 

28 July 1 to November 30 of the ensuing school fiscal y,~ar. Except as provided in subsections (5) and (6). the 

29 amount of the general fund balance that is earmarked as operating reserve may not exceed 10% of the final 

30 general fund budget for the ensuing school fiscal year. 
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(2) The amount held as operating reserve may not be used for property tax reduction in the manner 

2 permitted by 20-9-141 (1 )(b) for other receipts. 

3 (3) Excess reserves as provided in subsection (5) may be appropriated to reduce the BASE budget 

4 levy, the over-BASE budget levy, or the additional levy provided by 20-9-353, except that districts with 

5 a balance on June 30, 1993, in the excess reserve account for Public Law 81-874 funds shall transfer the 

6 June 30, 1993, balance to the impact aid fund established in 20-9-514. 

7 (4) Any portion of the general fund end-of-the-year fund balance that is not reserved under 

8 subsection (2) or reappropriated under subsection (3) is fund balance reappropriated and must be used for 

9 property tax reduction as provided in 20-9-141 ( 1 )(bl. 

10 ( 5) For fiscal year 1994 and subsequent fiscal years, the limitation of subsection ( 1) does not apply 

11 when the amount in excess of the limitation is equal to or less than the unused balance of any amount 

1 2 received: 

13 (a) in settlement of tax payments protested in a prior school fiscal year; 

14 (bl in taxes from a prior school fiscal year as a result of a tax audit by the department of revenue 

15 or its agents; aoo 
16 (cl in delinquent taxes from a prior school fiscal year; and 

17 Id) as a local government severance tax payment for calendar year 1995 production as provided 

18 in [section 19). 

19 (6) The limitation of subsection ( 1 l does not apply when the amount earmarked as operating 

20 reserve is $10,000 or less." 

21 

22 Section 39. Section 20-9-141, MCA, is amended to read: 

23 "20-9-141. Computation of general fund net levy requirement by county superintendent. ( 1 l The 

24 county superintendent shall compute the levy requirement for each district's general fund on the basis of 

25 the following procedure: 

26 (al Determine the funding required for the district's final general fund budget less the sum of direct 

27 state aid and the special education allowable cost payment for the district by totaling: 

28 (il the district's nonisolated school BASE budget requirement to be met by a district levy as 

29 provided in 20-9-303; and 

30 (ii) any general fund budget amount adopted by the trustees of the district under the provisions 
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of 20-9-308 and 20-9-353, including any additional funding for a general fund budget that exceeds the 

2 maximum general fund budget. 

3 (bl Determine the money available for the reduction of the property tax on the district for the 

4 general fund by totaling: 

5 (i) general fund balance reappropriated, as •~stablished under the provisions of 20-9-104; 

6 (ii) amounts received in the last fiscal year for which revenue reporting was required for each of 

7 the following: 

8 (A) tuition payments for out-of-district pupils under the provisions of 20-5-321 through 20-5-323; 

9 (8) revenue from property taxes and fees imposed under 23-2-517, 23-2-803, 61-3-504(2), 

10 61-3-521, 61-3-537, and 67-3-204; 

11 (C) Aet pFeeeeds taiws feF new pFeel1c1etier1, preel1c1etieA frem i=leri;eoAtally eempleteel wells, aAd 

12 iAoromoAtal proel1c1otioA, as elefiAeel iA 1 !i 2a e01 oil and natural gas production taxes; 

13 (D) interest earned by the investment of general fund cash in accordance with the provisions of 

14 20-9-213(4); 

15 IE) revenue from corporation license taxes collected from financial institutions under the provisions 

16 of 15-31-702; and 

17 (F) any other revenue received during the scl1ool fiscal year that may be used to finance the general 

18 fund, excluding any guaranteed tax base aid; and 

19 I iii) (Al p1c1rs1c1aAt to s1c10seetion (4 I, antieipateel Fe•,·en1c1e from loeal governFRent severanee taJ(eS as 

20 previeleel in 1 !i ae 112; ana 

21 f8l- pursuant to subsection (41, anticipated revenue from coal gross proceeds under 15-23-703. 

22 lei Notwithstanding the provisions of subsection (21, subtract the money available to reduce the 

23 property tax required to finance the general fund that has been determined in subsection (1 )(b) from any 

24 general fund budget amount adopted by the trustees of the district, up to the BASE budget amount, to 

25 determine the general fund BASE budget levy requirement. 

26 (d) Subtract any amount remaining after the determination in subsection ( 1 )(c) from any additional 

27 funding requirement to be met by an over-BASE budget amount, a district levy as provided in 20-9-~03, 

28 and any additional financing as provided in 20-9-353 to determine any additional general fund levy 

29 requirements. 

30 (2) The county superintendent shall calculate the number of mills to be levied on the taxable 
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1 property in the district to finance the general fund levy requirement for any amount that does not exceed 

2 the BASE budget amount for the district by dividing the amount determined in subsection (1 )(c) by the sum 

3 of: 

4 (a) the amount of guaranteed tax base aid that the district will receive for each mill levied, as 

5 certified by the superintendent of public instruction; and 

6 (b) the taxable valuation of the district divided by 1,000. 

7 (3) The net general fund levy requirement determined in subsections (1)(c) and (1)(d) must be 

8 reported to the county commissioners on the fourth Monday of August by the county superintendent as 

9 the general fund net levy requirement for the district, and a levy must be set by the county commissioners 

10 in accordance with 20-9-142. 

11 (4) For each school district, the department of revenue shall calculate and report to the county 

12 superintendent the amount of revenue anticipated for the ensuing fiscal year from local governFAent 

13 sovoranoo tmws, as proviaea in 16 36 112, anel from revenue from coal gross proceeds under 15-23-703." 

14 

15 Section 40. Section 20-9-161, MCA, is amended to read: 

16 "20-9-161. Definition of budget amendment for budgeting purposes. As used in this title, unless 

17 the context clearly indicates otherwise, the term "budget amendment" for the purpose of school budgeting 

18 means an amendment to an adopted budget of the district for the following reasons: 

19 ( 1) an increase in the enrollment of an elementary or high school district that is beyond what could 

20 reasonably have been anticipated at the time of the adoption of the budget for the current school fiscal year 

21 whenever, because of the enrollment increase, the district's budget for any or all of the regularly budgeted 

22 funds does not provide sufficient financing to properly maintain and support the district for the entire 

23 current school fiscal year; 

24 (2) the destruction or impairment of any school property necessary to the maintenance of the 

25 school, by fire, flood, storm, riot, insurrection, or act of God, to an extent rendering school property unfit 

26 for its present school use; 

27 (3) a judgment for damages against the district issued by a court after the adoption of the budget 

28 for the current year; 

29 (4) an enactment of legislation after the adoption of the budget for the current year that imposes 

30 an additional financial obligation on the district; 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

(5) the receipt of: 

(a) a settlement of taxes protested in a prior school fiscal year; &f 

( bl taxes from a prior school fiscal year as the result of a tax audit by the department of revenue 

or its agents; &f 

(c) delinquent taxes from a prior school fisc.al year; afl€i or 

(dl local government severance tax payments for calendar year 1995 production as provided in 

[section 19(7)); and 

1fil a determination by the trustees that it is necessary to expend all or a portion of the taxes 

received under subsection (5l(a), (5l(b), &f (5)(cl&L.J5)(d) for a project or projects that were deferred from 

a previous budget of the district as a result of the protested taxes; or 

(6) any other unforeseen need of the district that cannot be postponed until the next school year 

without dire consequences affecting the safety of the students and district employees or the educational 

functions of the district." 

15 Section 41. Section 20-9-331, MCA, is amended to read: 

16 "20-9-331. Basic county tax and other revenues for county equalization of the elementary district 

17 BASE funding program. ( 1) The county commissioners of each county shall levy an annual basic tax of 33 

18 mills on the dollar of the taxable value of all taxable property within the county, except for property subject 

19 to a tax or fee under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204, for the 

20 purposes of local and state BASE funding program support. The revenue collected from this levy must be 

21 apportioned to the support of the elementary BASE funding programs of the school districts in the county 

22 and to the state special revenue fund, state equalization aid account, in the following manner: 

23 (a) In order to determine the amount of revenue raised by this levy that is retained by the county, 

24 the sum of the estimated revenue identified in subsection (2) must be subtracted from the total of the BASE 

25 funding programs of all elementary districts of the county. 

26 (b) If the basic levy and other revenue prescribed by this section produce more revenue than is 

27 required to repay a state advance for county equalization, the county treasurer shall remit the surplus funds 

28 to the state treasurer for deposit to the state special revenue fund, state equalization aid account, 

29 immediately upon occurrence of a surplus balance and each subsequent month thereafter, with any final 

30 remittance due no later than June 20 of the fiscal year for which the levy has been set. 
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1 (2) The revenue realized from the county's portion of the levy prescribed by this section and the 

2 revenue from the following sources must be used for the equalization of the elementary BASE funding 

3 program of the county as prescribed in 20-9-335, and a separate accounting must be kept of the revenue 

4 by the county treasurer in accordance with 20-9-212(1 ): 

5 la) the portion of the federal Taylor Grazing Act funds distributed to a county and designated for 

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

7 lb) the portion of the federal flood control act funds distributed to a county and designated for 

8 expenditure for the benefit of the county common schools under the provisions of 17-3-232; 

9 (c) all money paid into the county treasury as a result of fines for violations of law, except money 

10 paid to a justice's court, and the use of which is not otherwise specified by law; 

11 (d) any money remaining at the end of the immediately preceding school fiscal year in the county 

12 treasurer's accounts for the various sources of revenue established or referred to in this section; 

1 3 (e) any federal or state money distributed to the county as payment in lieu of property taxation, 

14 including federal forest reserve funds allocated under the provisions of 17-3-2_13; 

1 5 (f) gross proceeds taxes from coal under 15-23-703; 

16 (g) Aet proeeeEls taxes for new preEluetieA, preEluetien from l=ierizoAtally eamplateEl wells, aAEl 

17 iAeremeAtal proEluetiBA, as ElefineEl iA 1 ii 2,! _e01, BAB leeal §B'~BFAA'IBAt S0YBranee tal(eS BR BAY etl=ier 

18 proEluetian aeeurrin§ after E)eoembar <11, 1 988 oil and natural gas production taxes; iffi6 

19 (h) anticipated local government severance tax payments for calendar year 1995 production as 

20 provided in [section 19]; and 

21 ill anticipated revenue from property taxes and fees imposed under 23-2-517, 23-2-803, 

22 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204." 

23 

24 Section 42. Section 20-9-333, MCA, is amended to read: 

25 "20-9-333. Basic special levy and other revenues for county equalization of high school district 

26 BASE funding program. I 1) The county commissioners of each county shall levy an annual basic special 

27 tax for high schools of 22 mills on the dollar of the taxable value of all taxable property within the county, 

28 except for property subject to a tax or fee under 23-2-51 7, 23-2-803, 61-3-504(2), 61-3-521, 61-3-53 7, 

29 and 67-3-204, for the purposes of local and state BASE funding program support. The revenue collected 

30 from this levy must be apportioned to the support of the BASE funding programs of high school districts 
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in the county and to the state special revenue fund, state equalization aid account, in the following manner: 

2 (a) In order to determine the amount of revenue raised by this levy that is retained by the county, 

3 the sum of the estimated revenue identified in subsection (2) must be subtracted from the sum of the 

4 county's high school tuition obligation and the total of the BASE funding programs of all high school 

5 districts of the county. 

6 (bl If the basic levy and other revenue prescribed by this section produce more revenue than is 

7 required to repay a state advance for county equalization, the county treasurer shall remit the surplus funds 

8 to the state treasurer for deposit to the state special revenue fund, state equalization aid account, 

9 immediately upon occurrence of a surplus balance and each subsequent month thereafter, with any final 

1 0 remittance due no later than June 20 of the fiscal year for which the levy has been set. 

11 (2) The revenue realized from the county's portion of the levy prescribed in this section and the 

12 revenue from the following sources must be used for the equalization of the high school BASE funding 

13 program of the county as prescribed in 20-9-335, and a separate accounting must be kept of the revenue 

14 by the county treasurer in accordance with 20-9-212( 1): 

15 (a) any money remaining at the end of the immediately preceding school fiscal year in the county 

16 treasurer's accounts for the various sources of revenue established in this section; 

1 7 (bl any federal or state money distributed to the county as payment in lieu of property taxation, 

18 including federal forest reserve funds allocated under the provisions of 17-3-213; 

19 (cl gross proceeds taxes from coal under 1 !i-23-703; 

20 (d) net flF0eeeas tanes fer ne•,y flFeEl1:1etien. flF081:1etien freFA i'lerii!entally eeFA13letea ,,.,,ells, ans 

21 ineremental 13rod1:1etien, as defined in 16 23 601, c1nd loeal §e..,ernFAent se~·eranee tai1es on any ether 

22 13rod1:1etien oee1:1rrin§ after DeeeFAtler 31, 1988 oil and natural gas production taxes; afl6 

23 (e) anticipated local government severance tax payments for calendar year 1995 production as 

24 provided in [section 19]; and 

25 ¼till anticipated revenue from property taxes and fees imposed under 23-2-517, 23-2-803, 

26 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204." 

27 

28 Section 43. Section 20-9-501, MCA, is am<lnded to read: 

29 "20-9-501. Retirement fund. (1) The trustees of a district employing personnel who are members 

30 of the teachers' retirement system or the public employees' retirement system or who are covered by 
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unemployment insurance or who are covered by any federal social security system requiring employer 

2 contributions shall establish a retirement fund for the purposes of budgeting and paying the employer's 

3 contributions to the systems. The district's contribution for each employee who is a member of the 

4 teachers' retirement system must be calculated in accordance with Title 19, chapter 20, part 6·. The 

5 district's contribution for each employee who is a member of the public employees' retirement system must 

6 be calculated in accordance with 19-3-316. The district's contributions for each employee covered by any 

7 federal social security system must be paid in accordance with federal law and regulation. The district's 

8 contribution for each employee who is covered by unemployment insurance must be paid in accordance 

9 with Title 39, chapter 51 , part 11 . 

10 (21 The trustees of a district required to make a contribution to a system referred to in subsection 

11 (1) shall include in the retirement fund of the preliminary budget the estimated amount of the employer's 

12 contribution. After the final retirement fund budget has been adopted, the trustees shall pay the employer 

13 contributions to the systems in accordance with the financial administration provisions of this title. 

14 (31 When the final retirement fund budget has been adopted, the county superintendent shall 

1 5 establish the levy requirement by: 

16 (al determining the sum of the money available to reduce the retirement fund levy requirement by 

17 adding: 

18 (ii any anticipated money that may be realized in the retirement fund during the ensuing school 

19 fiscal year, including anticipated revenue from property taxes and fees imposed under 23-2-517, 23-2-803, 

20 61-3-504(2). 61-3-521, 61-3-537, and 67-3-204; 

21 (ii) Aet preeeeas tm1es aAa leeal ge·,eFAFAeAt se·,eraAee ta11es OA any other oil aAd gas prod1JetioA 

22 eee1JrFing after DeeeFAl:ler 31, 1988 oil and natural gas production taxes; 

23 (iii) anticipated local government severance tax payments for calendar year 1995 production as 

24 provided in [section 19]; 

25 .liY.l. coal gross proceeds taxes under 15-23-703; 

26 {+>.4M any fund balance available for reappropriation as determined by subtracting the amount of 

27 the end-of-the-year fund balance earmarked as the retirement fund operating reserve for the ensuing sc,hool 

28 fiscal year by the trustees from the end-of-the-year fund balance in the retirement fund. The retirement fund 

29 operating reserve may not be more than 35% of the final retirement fund budget for the ensuing school 

30 fiscal year and must be used for the purpose of paying retirement fund warrants issued by the district under 
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1 the final retirement fund budget; and 

2 Milill any other revenue anticipated that may be realized in the retirement fund during the ensuing 

3 school fiscal year, excluding any guaranteed tax base aid. 

4 (b) notwithstanding the provisions of subsection (8), subtracting the money available for reduction 

5 of the levy requirement, as determined in subsection (3)(a), from the budgeted amount for expenditures in 

6 the final retirement fund budget. 

7 (41 The county superintendent shall: 

8 (a) total the net retirement fund levy requirements separately for all elementary school districts, 

9 all high school districts, and all community college districts of the county, including any prorated joint 

1 0 district or special education cooperative agreement levy requirements; and 

11 (b) report each levy requirement to the county commissioners on the fourth Monday of August as 

12 · the respective county levy requirements for elementary district, high school district, and community college 

13 district retirement funds. 

14 (5) The county commissioners shall fix and :,et the county levy in accordance with 20-9-142. 

15 (6) The net retirement fund levy requirement for a joint elementary district or a joint high school 

16 district must be prorated to each county in which a p.art of the district is located in the same proportion as 

17 the district ANB of the joint district is distributed by pupil residence in each county. The county 

18 superintendents of the counties affected shall jointly determine the net retirement fund levy requirement 

19 for each county as provided in 20-9-151. 

20 (7) The net retirement fund levy requirement for districts that are members of special education 

21 cooperative agreements must be prorated to each county in which the district is located in the same 

22 proportion as the special education cooperative budget is prorated to the member school districts. The 

23 county superintendents of the counties affected snail jointly determine the net retirement fund levy 

24 requirement for each county in the same manner as provided in 20-9-151 and the county commissioners 

25 shall fix and levy the net retirement fund levy for each county in the same manner as provided in 20-9-152. 

26 (8) The county superintendent shall calculate the number of mills to be levied on the taxable 

27 property in the county to finance the retirement fund net levy requirement by dividing the amount 

28 determined in subsection (4)(a) by the sum of: 

29 (a) the amount of guaranteed tax base aid that the county will receive for each mill levied, as 

30 certified by the superintendent of public instruction; and 
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{b) the taxable valuation of the district divided by 1,000." 

2 

3 Section 44. Section 20-9-507, MCA, is amended to read: 

SB0412.03 

4 "20-9-507. Miscellaneous programs fund. (1) The trustees of a district receiving money from 

5 local, state, federal, or other sources provided in 20-5-324 other than money under the provisions of Title 

6 I of Public Law 81 -874 or federal money designated for deposit in a specific fund of the district shall 

7 establish a miscellaneous programs fund for the deposit of the money. The money may be a reimbursement 

8 of miscellaneous program fund expenditures already realized by the district, a payment received as a local 

9 government severance tax payment for calendar year 1995 production as provided in [section 19]. or m-ay 

10 be a grant of money for the financing of expenditures to be realized by the district for a special, approved 

11 program to be operated by the district. When the money is a reimbursement or a local government 

12 severance tax payment, the money may be expended at the discretion of the trustees for school purposes. 

13 When the money is a grant, the money must be expended according to the conditions of the program 

14 approval by the superintendent of public instruction or any other approval agent. Within the miscellaneous 

15 programs fund, the trustees shall cause a separate accounting to be maintained for each federal grant 

16 program and for the aggregate of all reimbursement money. 

17 (2) The financial administration of the miscellaneous programs fund must be in accordance with 

18 the financial administration provisions of this title for a nonbudgeted fund." 

19 

20 Section 45. Section 20-10-144, MCA, is amended to read: 

21 "20-10-144. Computation of revenue and net tax levy requirements for district transportation fund 

22 budget. Before the fourth Monday of July and in accordance with 20-9-123, the county superintendent 

23 shall compute the revenue available to finance the transportation fund budget of each district. The county 

24 superintendent shall compute the revenue for each district on the following basis: 

25 { 1) The "schedule amount" of the preliminary budget expenditures that is derived from the rate 

26 schedules in 20-10-141 and 20-10-142 must be determined by adding the following amounts: 

27 {a) the sum of the maximum reimbursable expenditures for all approved school bus routes 

28 maintained by the district (to determine the maximum reimbursable expenditure, multiply the applicable rate 

29 per bus mile by the total number of miles to be traveled during the ensuing school fiscal year on each bus 

30 route approved by the county transportation committee and maintained by the district); plus 
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lb) the total of all individual transportation per diem reimbursement rates for the district as 

2 determined from the contracts submitted by the district multiplied by the number of pupil-instruction days 

3 scheduled for the ensuing school attendance year; plus 

4 le) any estimated costs for supervised home study or supervised correspondence study for the 

5 ensuing school fiscal year; plus 

6 Id) the amount budgeted on the preliminary budget for the contingency amount permitted in 

7 20-10-143, except if the amount exceeds 10% of the total of subsections ( 1) la), ( 1 )(b), and 11 )(c) or $100, 

8 whichever is larger, the contingency amount on the preliminary budget must be reduced to the limitation 

9 amount and used in this determination of the schedule amount; plus 

1 0 le) any estimated costs for transporting a child out of district when the child has mandatory 

11 approval to attend school in a district outside the district of residence. 

12 12) la) The schedule amount determined in subsection (1) or the total preliminary transportation 

13 fund budget, whichever is smaller, is divided by 2 and is used to determine the available state and county 

14 revenue to be budgeted on the following basis: 

1 5 Ii) one-half is the budgeted state transportation reimbursement, except that the state transportation 

16 reimbursement for the transportation of special education pupils under the provisions of 20-7-442 must be 

1 7 50% of the schedule amount attributed to the transportation of special education pupils; and 

18 Iii) one-half is the budgeted county transportation fund reimbursement and must be financed in the 

19 manner provided in 20-10-146. 

20 lb) When the district has a sufficient amount of cash for reappropriation and other sources of 

21 district revenue, as determined in subsection (3), to re1duce the total district obligation for financing to zero, 

22 any remaining amount of district revenue and cash reappropriated must be used to reduce the county 

23 financing obligation in subsection (2) la)(ii) and, if the county financing obligations are reduced to zero, to 

24 reduce the state financial obligation in subsection l2I(a)(i). 

25 le) The county revenue requirement for a joint district, after the application of any district money 

26 under subsection (2)(b), must be prorated to each c:ounty incorporated by the joint district in the same 

27 proportion as the ANB of the joint district is distributed by pupil residence in each county. 

28 (3) The total of the money available for the reduction of property tax on the district for the 

29 transportation fund must be determined by totaling: 

30 la) anticipated federal money received under the provisions of Title I of Public Law 81-874 or other 
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anticipated federal money received in lieu of that federal act; 

(b) anticipated payments from other districts for providing school bus transportation services for 

the district; 

(c) anticipated payments from a parent or guardian for providing school bus transportation services 

for a child; 

(d) anticipated or reappropriated interest to be earned by the investment of transportation fund 

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

(e) anticipated or reappropriated revenue from property taxes and fees imposed under 23-2-517, 

23-2-803, 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204; 

(f) anticipated revenue from coal gross proceeds under 1 5-23-703; 

(g) anticipated Ret proeeeds tmEes for Rew produetioR, preduetieR froffi heri;zeRMlly eeA1pleted 

wells, aRd iRereA10Rtal prod1rntieR, as defiRed iR 16 23 e01, aml leeal 9everRA1eRt severaRee tai<es OR aRy 

other produetieR eeeurriR!l aHer QoeeA10or 31, 1088 oil and natural gas production taxes; 

lh) anticipated local government severance tax payments for calendar year 1995 production; 

Will anticipated transportation payments for out-of-district pupils under the provisions of 20-5-320 

through 20-5-324; 

fi+ill any other revenue anticipated by the trustees to be earned during the ensuing school fiscal 

year that may be used to finance the transportation fund; and 

fiH.!sl any fund balance available for reappropriation as determined by subtracting the amount of 

the end-of-the-year fund balance earmarked as the transportation fund operating reserve for the ensuing 

school fiscal year by the trustees from the end-of-the-year fund balance in the transportation fund. The 

operating reserve may not be more than 20% of the final transportation fund budget for the ensuing school 

fiscal year and is for the purpose of paying transportation fund warrants issued by the district under the 

final transportation fund budget. 

(4) The district levy requirement for each district's transportation fund must be computed by: 

(a) subtracting the schedule amount calculated in subsection ( 1) from the total preliminary 

transportation budget amount; and 

(bl subtracting the amount of money available to reduce the property tax on the district, as 

determined in subsection (3), from the amount determined in subsection (4)(a). 

(5) The transportation fund levy requirements determined in subsection (4) for each district must 
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1 be reported to the county commissioners on the fourth Monday of August by the county superintendent 

2 as the transportation fund levy requirements for the district, and the levy must be made by the county 

3 commissioners in accordance with 20-9-142." 

4 

5 Section 46. Section 20-10-146, MCA, is amended to read: 

6 "20-10-146. County transportation reimbursement. (1) The apportionment of the county 

7 transportation reimbursement by the county superi11tendent for school bus transportation or individual 

8 transportation that is actually rendered by a district in accordance with this title, board of public education 

9 transportation policy, and the transportation rules of the superintendent of public instruction must be the 

10 same as the state transportation reimbursement payment, except that: 

11 (a) if any cash was used to reduce the budgeted county transportation reimbursement under the 

12 provisions of 20-10-144(2)(b), the annual apportionment is limited to the budget amount; 

13 (b) when the county transportation reimbursement for a school bus has been prorated between two 

14 or more counties because the school bus is conveying pupils of more than one district located in the 

1 5 counties, the apportionment of the county transportation reimbursement must be adjusted to pay the 

16 amount computed under the proration; and 

17 (c) when county transportation reimbursement is required under the mandatory attendance 

18 agreement provisions of 20-5-321. 

19 (2) The county transportation net levy requirement for the financing of the county transportation 

20 fund reimbursements to districts is computed by: 

21 (a) totaling the net requirement for all districts of the county, including reimbursements to a special 

22 education cooperative or prorated reimbursements to joint districts or reimbursements under the mandatory 

23 attendance agreement provisions of 20-5-321; 

24 (b) determining the sum of the money available to reduce the county transportation net levy 

25 requirement by adding: 

26 (i) anticipated money that may be realized in the county transportation fund durin_g the ensuing 

27 school fiscal year, including anticipated revenue from property taxes and fees imposed under 23-2-517, 

28 23-2-803, 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204; 

29 (ii) Aet f!!Feeeees tanes aAe leeal !:jBVeFAFABAt severaAee taiEes BA other oil aAe !JBS f!!FBSuetieA 

30 eeetmiA!J after DeeeFAl9er 31, 1 QBB oil and natural gas production taxes; 
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(iii) anticipated local government severance tax payments for calendar year 1995 production; 

2 fi+++iLY.l. coal gross proceeds taxes under 15-23-703; 

3 f+v+M any fund balance available for reappropriation from the end-of-the-year fund balance in the 

4 county transportation fund; 

5 M.l.w. federal forest reserve funds allocated under the provisions of 17-3-213; and 

6 fv41Yill other revenue anticipated that may be realized in the county transportation fund during the 

7 ensuing school fiscal year; and 

8 (c) subtracting the money available as determined in subsection (2)(b) to reduce the levy 

9 requirement from the county transportation net levy requirement. 

10 (3) The net levy requirement determined in subsection (2)(c) must be reported to the county 

11 commissioners on the fourth Monday of August by the county superintendent and a levy must be set by 

12 the county commissioners in accordance with 20-9-142. 

13 (4) The county superintendent shall apportion the county transportation reimbursement from the 

14 proceeds of the county transportation fund. The county superintendent shall order the county treasurer to 

15 make the apportionments in accordance with 20-9-212(2) and after the receipt of the semiannual state 

16 transportation reimbursement payments." 

17 

18 Section 4 7. Section 82-11-118, MCA, is amended to read: 

19 "82-11-118. Fees for processing applications. ( 1) The board shall establish a fee schedule to 

20 defray the expenses incurred for processing an application from an operator or producer of oil seeking 

21 approval of a new or expanded enhanced recovery project, as defined in 1 e 23 601 er 1 e 36 101 [section 

22 .1j. The fee must be paid by the owner or operator seeking approval of the project. 

23 (2) The board shall, by rule, determine the amount of the fee based on the complexity of 

24 processing the application." 

25 

26 Section 48. Section 82-11-135, MCA, is amended to read: 

27 "82-11-135. Money earmarked for board expenses. All The state treasurer shall deposit all money 

28 collected under this chapter and under [section 18(7)(b)j sl'lall ee elepesiteel in the state special revenue fund 

29 B',' tl'le state traas1:1rer anel sl'lall. The money must be used for the purpose of paying all expenses of the 

30 board and for no other purpose. All tl'lese ffiene•rs sl'lall eo 1:1s0el l:ly tl'lo eaarel The board shall use the 
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money subject to biennial appropriations by the legislature. Income and interest from investment of the 

2 board's moneys in the state special revenue fund sl=.all must be credited to the board." 

3 

4 SECTION 49. SECTION 82-11-162, MCA, IS AMENDED TO READ: 

5 "82-11-162. Release of producing oil or nas well from drilling bond -- fee. Upon receipt of 

6 notification by the owner on a form prescribed by the board, payment by the owner of $125, and proof 

7 from the owner that a well completed after June 30, 1989, is producing oil or gas in commercial quantities 

8 and is subject to the tax under 1 s 38 104 (sections ·1 through 20]. the board shall release anEI abselve the 

9 owner of the well from the bond required under 82-11-123." 

10 

11 NEW SECTION. Section 50. Repealer. Sections 15-16-121, 15-23-601, 15-23-602, 15-23-603, 

12 15-23-605, 15-23-606, 15-23-607, 15-23-608, 15-23-609, 15-23-610, 15-23-611, 15-23-612, 

13 15-23-61 3, 15-23-614, 1 5-23-621, 15-23-631, 15-36-101, 15-36-102, 15-36-103, 15-36-104, 

14 15-36-105, 15-36-106, 15-36-107, 15-36-108, 15-36-109, 15-36-110, 15-36-112, 15-36-113, 

15 15-36-114, 15-36-120, 15-36-121, 15-36-122, 15-36-126, 82-11-131, 82-11-132, and 82-11-133, MCA, 

16 AND CHAPTER 33, LAWS OF 1995, are repealed. 

17 

18 NEW SECTION. Section 51. Codification instruction. [Sections 1 through 20] are intended to be 

19 codified as an integral part of Title 15, and the provisions of Title 15 apply to [sections 1 through 20]. 

20 

21 NEW SECTION. Section 52. Saving clause,. [This act] does not affect rights and duties that 

22 matured, penalties that were incurred, or proceedin~1s that were begun before [the effective date of this 

23 act]. 

24 

25 NEW SECTION. Section 53. Severability. If a part of [this act) is invalid, all valid parts that are 

26 severable from the invalid part remain in effect. If a part of [this act] is invalid in one or more of its 

27 applications, the part remains in effect in all valid applications that are severable from the invalid 

28 applications. 

29 

30 NEW SECTION. Section 54. Effective datEtS -- rulemaking. (1) Except for the purposes of 
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subsection (2), [this act] is effective January 1, 1996. 

2 (2) For the purposes of promulgating administrative rules, [section 16 and this section] are effective 

3 on passage and approval. 

4 

5 NEW SECTION. Section 55. Applicability. (1) [This act] applies to oil and natural gas produced and 

6 sold on or after January 1, 1996. 

7 (2)(a) [Sections 21 through 26] apply to county fiscal years beginning after June 30, 1996. 

8 (b) [Sections 38 through 461 apply to school fiscal years beginning after June 30, 1996. 

9 (3l(a) An operator is subject to provisions of Title 15, chapter 23, parts 1 and 6; Title 15, chapter 

10 36; Title 15, chapter 38; and Title 82, chapter 11, part 1, as those laws read on December 31, 1995, for 

11 all oil and natural gas produced and sold by the operator before January 1, 1996. 

12 (b) Except as provided in subsection (3)(c), the payment, collection, and distribution of taxes on 

13 oil and natural gas production occurring before January 1, 1996, must be made according to the provisions 

14 of the laws referred to in subsection (3)(a) governing the tax in effect on the last day of the tax period in 

15 which the activity, enterprise, or product being taxed was engaged in, took place, or was produced and 

16 sold. 

17 (c) [Section 19] applies to the payment, collection, and distribution of the local government 

18 SEVERANCE TAX for oil and natural gas produced and sold after December 31, 1994, and before January 

19 1, 1996. 

20 (d) All taxes collected pursuant to audit or collected after the date the tax is payable under the laws 

21 referred to in subsection (3)(a) must be distributed according to the statute governing allocation of the tax 

22 in effect on the date when the tax liability was incurred. 

23 -END-
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SENATE BILL NO. 412 

2 INTRODUCED BY GROSFIELD, HARP, FELAND, PECK, ROSE, HALLIGAN, COLE, ELLIOTT, STANG, 

3 TVEIT, L. NELSON, SCHWINDEN, MERCER, SWANSON, FOSTER, BOHLINGER, BROWN, M. HANSON, 

4 J. JOHNSON, T. NELSON, HIBBARD, DEVLIN 

5 BY REQUEST OF THE DEPARTMENT OF REVENUE 

6 

7 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE TAXATION OF OIL AND NATURAL 

8 GAS; ELIMINATING THE OIL AND NATURAL GAS NET PROCEEDS TAX, THE LOCAL GOVERNMENT 

9 SEVERANCE TAX, THE STATE OIL AND GAS SEVERANCE TAX, AND THE OIL AND GAS PRIVILEGE AND 

10 LICENSE TAX; IMPOSING OIL AND NATURAL GAS PRODUCTION TAXES BASED ON THE TYPE OF WELL 

11 AND TYPE OF PRODUCTION; PROVIDING FOR THE DISTRIBUTION OF OIL AND NATURAL GAS 

12 PRODUCTION TAXES; PROVIDING A DISBURSEMENT TO SCHOOL DISTRICTS AND LOCAL 

13 GOVERNMENTS TO REPLACE NET PROCEEDS AND LOCAL GOVERNMENT SEVERANCE TAX REVENUE; 

14 EXEMPTING OIL AND NATURAL GAS PRODUCTION FROM THE RESOURCE INDEMNITY TRUST TAX; 

15 PROVIDING AN ALLOCATION OF OIL AND NATURAL GAS PRODUCTION TAX REVENUE FOR THE 

16 PURPOSES OF THE MONTANA RESOURCE INDEMNITY TRUST AND GROUND WATER ASSESSMENT ACT; 

~na LIHIIS/atlv• coundl 
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