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2 INTRODUCED BY 1~~c,,p::.=-------------------------

3 Y REQUEST OF THE SENATE TAXATION COMMITTEE 

4 

5 A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE CALCULATION OF UNIT VALUE FOR LOCAL 

6 GOVERNMENT SEVERANCE TAX PURPOSES; EXCLUDING FROM THE UNIT VALUE CALCULATION NET 

7 PROCEEDS TAXES ON OIL AND NATURAL GAS THAT ARE ATTRIBUTABLE TO AN EMERGENCY LEVY 

8 IMPOSED IN FISCAL YEAR 1990 ON 1988 PRODUCTION; AMENDING SECTION 15-36-112, MCA; AND 

9 PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE." 

10 

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

1 2 

13 Section 1. Section 15-36-112, MCA, is amended to read: 

14 "1 5-36-112. Disposition of oil and gas state and local government severance taxes -- calculation 

15 of unit value for local government severance tax. (1) Each year the department of revenue shall determine 

16 the amount of tax collected under this chapter from within each taxing unit. 

17 (2) For purposes of the distribution of local government severance taxes collected under this 

18 chapter, the department shall determine the unit value of oil and gas for each taxing unit as follows: 

19 (a) +AA Subject to the conditions of subsection {2){c), the unit value for petroleum and other 

20 mineral or crude oil for each taxing unit is the quotient obtained by dividing the net proceeds taxes 

21 calculated on petroleum or mineral or crude oil produced in that taxing unit in calendar year 1988 by the 

22 number of barrels of petroleum or other mineral or crude oil produced in that taxing unit during 1988, 

23 excluding new and interim production. 

24 (b) +AA Subject to the conditions of subsection {2)(c). the unit value for natural gas is the quotient 

25 obtained by dividing the net proceeds taxes calculated on natural gas produced in that taxing unit in 

26 calendar year 1988 by the number of cubic feet of natural gas produced in that taxing unit during 1988, 

27 excluding new and interim production. 

28 {cl The amount of net proceeds taxes calculated under subsections {2)(a) and (2){b) may not 

29 include the amount of taxes that are attributable to a financial emergency, as described in 15-10-412( 10), 

30 for which additional mills were levied in fiscal year 1990. 
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(3) The state and local government severance taxes collected under this chapter must, in 

2 accordance with the provisions of 15-1-501 (6), be allocated as follows: 

3 (al The local government severance tax is statutorily appropriated, as provided in 17-7-502, for 

4 allocation to the county for distribution as provided in subsection (4). 

5 (bl The state severance tax is allocated to the state general fund. 

6 (4) (a) For the purpose of distribution of the local government severance tax, the department shall 

7 adjust the unit value determined under this section according to the ratio that the local government 

8 severance taxes collected during the quarters to be distributed plus accumulated interest earned by the 

9 state and penalties and interest on delinquent local government severance taxes bears to the total liability 

1 0 for local government severance taxes for the quarters to be distributed. The taxes must be calculated and 

11 distributed as follows: 

12 (i) By November 30 of each year, the department shall calculate and distribute to each eligible 

1 3 county the amount of local government severance tax, determined by multiplying unit value as adjusted 

14 in this subsection (4)(a) times the units of production on which the local government severance tax was 

15 owed during the calendar quarters ending March 31 and June 30 of the preceding calendar year. 

16 (ii) By May 31 of each year, the department shall calculate and distribute to each eligible county 

17 the amount of local government severance tax, determined by multiplying unit value as adjusted in this 

18 subsection (4)(a) times the units of production on which the local government severance tax was owed 

19 during the 2 calendar quarters immediately following those quarters referred to in subsection (4)(a)(il. 

20 (bl Any amount by which the total tax liability exceeds or is less than the total distributions 

21 determined in subsections (4)(a)(i) and (4)(a)(ii) must be calculated and distributed in the following manner: 

22 (ii The excess amount or shortage must be divided by the total distribution determined for that 

23 period to obtain an excess or shortage percentage. 

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

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

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

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

28 (5) ifil Except as provided in sueseetion subsections (5)(b) and (6), the county treasurer shall 

29 distribute the money received under subsection 14) to the taxing units that levied mills in fiscal year 1990 

30 against calendar year 1988 production in the same manner that all other property tax proceeds were 
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distributed during fiscal year 1990 in the taxing unit, except that a distribution may not be made to a 

2 municipal taxing unit. 

3 (b) A distribution may not be made under this subsection (5) for mill levies attributable to a financial 

4 emergency, as described in 15-10-412( 10), that were levied in fiscal year 1990. 

5 {6) The board of county commissioners of a county may direct the county treasurer to reallocate 

6 the distribution of local government severance tax money that would have gone to a taxing unit, as 

7 provided in subsection (5)1fil, to another taxing unit or taxing units, other than an elementary school or high 

8 school, within the county under the following conditions: 

9 (a) The county treasurer shall first allocate the local government severance taxes to the taxing units 

1 O within the county in the same proportion that all other property tax proceeds were distributed in the county 

11 in fiscal year 1990. 

1 2 {b) If the allocation in subsection (6) (a) exceeds the total budget for a taxing unit, the 

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

14 {7) The board of trustees of an elementary or high school district may reallocate the local 

1 5 government severance taxes distributed to the district by the county treasurer under the following 

16 conditions: 

17 (a) The district shall first allocate the local government severance taxes to the budgeted funds of 

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

19 fiscal year 1990. 

20 (b) If the allocation under subsection (7)Ia) exceeds the total budget for a fund, the trustees may 

21 allocate the excess to any budgeted fund of the school district." 

22 

23 NEW SECTION. Section 2. Coordination instruction. If Senate Bill No. 412 is passed and approved, 

24 then [section 171. [section 18], and [section 19] of Senate Bill No. 412 are amended as provided in 

25 subsections (1 ), (2), and (3), respectively. 

26 ( 1) The section relating to the calculation of unit value, [section 17] of Senate Bill No. 412, is 

27 amended to read: 

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

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

30 department shall determine the unit value of oil and natural gas for each taxing unit as follows: 
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(1) +i,e Subject to the conditions of r;ubsection 13). the unit value for oil for each taxing un'1t is the 

2 quotient obtained by dividing the net proceeds taxes calculated on oil produced and sold in that taxing unit 

3 in calendar year 1988 by the number of barrels of oil produced in that taxing unit during 1988, excluding 

4 post-1985 wells. 

5 (2) +i,e Subject to the conditions of subsection (3), the unit value for natural gas is the quotient 

6 obtained by dividing the net proceeds taxes calculated on natural gas produced and sold in that taxing unit 

7 in calendar year 1988 by the number of cubic feet of natural gas produced in that taxing unit during 1988, 

8 excluding post-1985 wells. 

9 13) The amount of net proceeds taxes calculated under subsections ( 1 l and (2) may not include 

10 the amount of taxes that are attributable to a financial emergency, as described in 15-10-412(101. for 

11 which additional mills were levied in fiscal year 1990." 

12 (2) The section relating to the distribution of oH and natural gas production taxes, [section 18] of 

13 Senate Bill No. 412, is amended to read: 

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

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

16 1 through 20]. For purposes of distribution of the taxes to county and school taxing units, the department 

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

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

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

20 follows: 

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

22 penalty, collected under [sections 1 through 20) must be distributed as provided in subsection (7). 

23 (b) The remaining 58.4% of the oil production taxes, plus accumulated interest earned on the 

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

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

26 (3) The amount equal to 100% of the oil produc,ion taxes, including late payment interest and 

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

28 first 12 months of production must be distributed as provided in subsection (7). 

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

30 penalty, collected under [sections 1 through 20] on production from horizontally drilled wells and on the 
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incremental production from horizontally recompleted wells occurring during the first 18 months of 

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

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

4 (a) The amount equal to 14.6% of the natural gas production taxes, including late payment interest 

5 and penalty, collected under [sections 1 through 20] must be distributed as provided in subsection (7). 

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

7 the amount allocated under this subsection (5I(bl, must be deposited in the agency fund in the state 

8 treasury and transferred to the county and school taxing units for distribution as provided in subsection (81. 

9 (6) The amount equal to 100% of the natural gas production taxes, including late payment interest 

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

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

12 subsection (7). 

13 17) The department shall, in accordance with the provisions of 15-1-501(6), distribute the state 

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

15 follows: 

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

17 lb) 4.3% to the state special revenue fund for the purpose of paying expenses of the board as 

18 provided in 82-11-135; and 

19 (c) 10. 7 % to be distributed as provided by 15-38-106(2). 

20 (8) (a) For the purpose of distribution of the oil and natural gas production taxes from pre-1985 

21 wells, the department shall each calendar quarter adjust the unit value determined under this subsection 

22 -!St [section 17] according to the ratio that the oil and natural gas production taxes from pre-1985 wells 

23 collected during the calendar quarter for which the distribution occurs plus penalties and interest on 

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

25 natural gas production taxes from pre-1985 wells for the quarter for which the distribution occurs. The 

26 amount of oil and production taxes distributions must be calculated and distributed as follows: 

27 Ii) By the dates referred to in subsection (9), the department shall calculate and distribute to each 

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

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

30 on which oil and natural gas production taxes from pre-1985 wells were owed for the calendar quarter for 
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which the distribution occurs. 

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

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

4 IA) The excess amount or shortage must be divided by the total distribution determined for that 

5 period to obtain an excess or shortage percentage. 

6 (B) The excess percentage must be multiplieC: by the distribution to each taxing unit, and this 

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

8 (Cl The shortage percentage must be multiplied by the distribution to each taxing unit, and this 

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

1 0 lb) ill Except as provided in subseetien subsections (B)(b)(ii) and (BIie), the county treasurer shall 

11 distribute the money received under subsection 19) from pre-1985 wells to the taxing units that levied mills 

1 2 in fiscal year 1990 against calendar year 1988 production in the same manner that all other property tax 

13 proceeds were distributed during fiscal year 1990 in the taxi11g unit, except that a distribution may not be 

14 made to a municipal taxing unit. 

15 (ii) A distribution may not be made under this subsection 18) for mill levies attributable to a financial 

16 emergency, as described in 15-10-412( 10). that were levied in fiscal year 1990. 

17 (cl The board of county commissionP.rs of a county may direct the county treasurer to reallocate 

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

19 provided in subsection (8)1b)fil, to another taxing unit or taxing units, other than an elementary school or 

20 high school, within the county under the following conditions: 

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

22 units within the county in the same proportion that all othu property tax proceeds were distributed in the 

23 county in fiscal year 1990. 

24 (iii If the allocation in subsection 18)(c)(i) exceeds the total budget for a taxing u,1it, the 

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

26 (di The board of trustees of an elementary or high school district may reallocate the oil and natural 

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

28 Ii) The district shall first allocate the oil and natural gas production taxes to the budneted funds 

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

30 fiscal yedr 1990. 
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(iii If the allocation under subsection (B)(d)(il exceeds the total budget for a fund, the trustees may 

2 allocate the excess to any budgeted fund of the school district. 

3 (el For all production from post-1985 wells and horizontally drilled wells completed after December 

4 31, 1993, the county treasurer shall distribute oil and natural gas production taxes received under 

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

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

7 distributed in the preceding fiscal year. 

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

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

1 O taxes were distributed in the preceding fiscal year. 

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

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

13 these purposes. 

14 (hi The oil and natural gas production taxes distributed under subsection (B)(b)J.il that are required 

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

16 20-9-331 and 20-9-333, as those sections read on July 1, 1989, must be remitted by the county treasurer 

17 to the state treasurer. 

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

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

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

21 by the county treasurer to the state treasurer. 

22 (j) The amount of oil and natural gas production taxes remaining after the treasurer has remitted 

23 the amounts determined in subsections (B)(h) and (8)(i) is for the exclusive use and benefit of the county 

24 and school taxing units. 

25 (9) The department shall remit the amounts to be distributed in subsection (8) to the county 

26 treasurer by the following dates: 

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

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

29 (bl On or before November 1 of each year, the department shall remit to the county treasurer oil 

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

2 (c) On or before February 1 of each year, the department shall remit to the county treasurer oil and 

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

4 year. 

5 (d) On or before May 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 December 31 of the previous 

7 calendar year. 

8 ( 101 The department shall provide to each county by May 31 of each year the amount of gross 

9 taxable value represented by all types of production taxed under [section 4] for the previous calendar year 

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

11 and for county bonding purposes." 

12 (3) The section relating to the distribution of local government severance tax payments, [section 

13 19] of Senate Bill No. 412, is amended to read: 

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

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

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

17 calendar year 1995 production is due as follows: 

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

19 May 31, 1996; 

20 (b) for oil and natural gas production occurring in the second calendar quarter of 1995, the tax is 

21 due May 31, 1997; 

22 (cl for oil and natural gas production occurring in t'1e third calendar quarter of 1995, the tax is due 

23 May31,1998;and 

24 Id) for oil and natural gas production occurring in the fourth calendar quarter of 1995, thf~ tax is 

25 due May 31, 1999. 

26 (2) (a) If the taxpayer pays the entire local government severance tax liability for calendar ·1ear 

27 1995 on or before June 30, 1996, the taxpayer must receive a 6% reduction in the total loca! government 

28 severance tax liability. 

29 lb) Any payment of local government severance taxes for calendar year 1995 made on or before 

30 June 30, 1997, does not accrue interest. i\ny payment of local government severance taxes for calendar 
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year 1995 made after June 30, 1997, must accrue interest at the rate of 1 % a month or fraction of a 

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

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

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

5 (c) In the case of the dissolution of the operator or a change in the operator of any lease or unit, 

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

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

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

9 penalties. 

10 (3) The department shall determine the amount of tax collected under subsections ( 1) and 12) from 

11 within each taxing unit. 

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

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

17]. 14 

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

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

17 16) For the purpose of the distribution of the local government severance tax for calendar year 

18 1995 production, the department shall adjust the unit value determined under this section according to the 

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

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

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

22 be calculated and distributed as follows: 

23 (a) By July 31 of each of the years 1996, 1997, 1998, and 1999, the department shall calculate 

24 and distribute to each eligible county the amount of local government severance tax for calendar year 1995 

25 production, determined by multiplying the unit value, as adjusted in this subsection 16), by the units of 

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

27 (bl Any amount by which the total tax liability exceeds or is less than the total distributions 

28 determined in subsection I6llal must be calculated and distributed in the following manner: 

29 Ii) The excess amount or shortage must be divided by the total distribution determined for that 

30 period to obtain an excess or shortage percentage. 
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(ii) The excess percentage must be multiplied hy the distribution to each taxing unit, and this 

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

3 (iiil The shortage percentage must be multiplied by the distribution to each taxing unit, and this 

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

5 (71 (al The county treasurer shall distribute the money received under subsection (61 between the 

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

7 number of mills levied for fiscal year 1990 against 1988 production in each taxing unit for the countyL 

8 exclusive of mills levied for a financial emergency as described in [section 18(8)(b)(ii)], and schools, 

9 including the county equalization levies that were in effec~ under 20-9 331 and 20-9-333 as those sections 

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

11 may not be made to a municipal taxing unit or the state equalization aid levy imposed under 20-9-360. 

12 Distribution of money for the county equalization levies and the university levy must be remitted to the 

13 state by the county treasurer. The amounts distributed ur,der subsections (7)1b) and (7)(c) are for the 

14 exclusive use of county and school taxing units. 

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

16 to the oil and gas tax accelerated fund. 

17 (c) The trustees of a school district may allocate any payment received under subsection 17I(al to 

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

1 9 trustees shall direct the county treasurer to deposit the lo<:al government severance tax payments under 

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

21 (81 Local government severance tax payments to eolclnty ta1(iAg lc!Aits il coui:llil pursuant to this 

22 section are not subject to the limitations of Title 15, chapter 10, part 4. Payments of local government 

23 severance tax purs~ant to this section may not be used for county classification purposes under 7-1-2111 

24 and may not be considered in the determination of bonding limits under 7-7-2101, 7-7-2203, 7-14-2524, 

25 and 7-16-2327." 

26 

27 NEW SECTION. Section 3. Saving clause. [This act] does not affect rights and duties that 

28 matured, penalties that were incurred, or proceedings that were begun before [the effective date of this 

29 act]. 

30 
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NEW SECTION. Section 4. Effective date -- retroactive applicability. [This act] is effective on 

2 passage and approval and applies retroactively, within the meaning of 1-2-109, to oil and natural gas 

3 produced and sold after December 31, 1994. 

4 -END-
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STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for SB0424, as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: An act revising the calculation of unit value for local 
government severance tax purposes; excluding from the unit value calculation net proceeds taxes 
on oil and natural gas that are attributable to an emergency levy imposed in Fiscal Year 1990 on 
1988 production; and providing an immediate effective date and a retroactive applicability date. 

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 pre-7/1/85 oil production is $161,540,000 in CY95, $152,830,000 in 
CY96 and $150,435,000 in CY97 (LFA). 

3. 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). 

4. Local share of pre-7 /1 /85 taxes are distributed on 1988 unit value and FY90 mills (MOOR). 

5. 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). 

6. 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). 

7. All production year 1995 accelerated local government severance tax payments will be 
received prior to June 30, 1996 (MOOR). 

8. All production year 1995 accelerated local government severance tax payments will be 
discounted by 6.0% (MDOR). 

9. The only non-school mills associated with an emergency levy in FY90 were 37.147 mills 
levied by Fallon County government (MDOR). 

10. Senate Bill 412 is passed and signed into law (MDOR). 

(Fiscal Impact - see page 2) 

(da,,u.., i,_,,,,/ J -<. '-I --'l ':J 
DAVELEWIS, BUD~RECTOR DATE 
Office of Budget and Program Planning 

AGE, PRIMARY SPONS DA 
Fiscal ote for SB0424. as in'troduced. 
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Fiscal Note Request, SB0424, 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. Fallon County government is the only 
taxing jurisdiction which receives a negative revenue impact under the proposed legislation. The 
impact to Fallon County Government associated with the acceleration of L.G.S.T. is ($719,000). 

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 

$26,000 
196,000 

(544,000) 
9,000 

78,000 
117,000 

$118,000 
$0 

FY97 
Difference 

$0 
0 
0 
0 
0 
0 
Q 

$0 

The following revenue impacts to locally-distributed accounts are associated with the modification 
of the unit value in the consolidated production tax on oil and natural gas. Fallon County 
government is the only taxing jurisdiction which receives a negative revenue impact under the 
proposed legislation. The impact to Fallon County government associated with the modification 
of the unit value in the consolidated production tax is ($355,000) in FY96 and ($706,000) in FY97. 

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 

13,000 
95,000 

(269,000) 
5,000 

38,000 
60,000 
57,000 

$0 

FY97 
Difference 

25,000 
190,000 

(534,000) 
9,000 

77,000 
120,000 
113,000 

$0 



Fiscal Note Request, SB0424. as introduced 
Page 3 
(continued) 

Net Impact: 

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 

39,000 
291,000 

(813,000) 
14,000 

116,000 
177,000 
175,000 

$0 

FY97 
Difference 

25,000 
190,000 

(534,000) 
9,000 

77,000 
120,000 
113,000 

$0 



ST ATE OF MONT ANA - FISCAL NOTE 

Fiscal Note for SB-424. third reading. 

DESCRIPTION OF PROPOSED LEGISLATION: An act revising the calculation of unit value for local 
government severance tax purposes; excluding from the unit value calculation net proceeds taxes 
on oil and natural gas that are attributable to an emergency levy imposed in Fiscal Year 1990 on 
1988 production; and providing an immediate effective date and a retroactive applicability date. 

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 pre-7/1/85 oil production is $161,540,000 in CY95, $152,830,000 in 
CY96 and $150,435,000 in CY97 (LFA). 

3. 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). 

4. Local share of pre-7/1 /85 taxes are distributed on 1988 unit value and FY90 mills (MOOR). 

5. 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 (MDOR). 

6. 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). 

7. All production year 1995 accelerated local government severance tax payments will be 
received prior to June 30, 1996 (MOOR). 

8. All production year 1995 accelerated local government severance tax payments will be 
discounted by 6.0% (MOOR). 

9. The only non-school mills associated with an emergency levy in FY90 were 37.147 mills 
levied by Fallon County government (MOOR). 

10. Senate Bill 412 is passed and signed into law (MOOR). 

a~L ~1~s--crs 
DAVID LEWIS, BUDGET DIRECTOR DATE 
Office of Budget and Program Planning 

DELWYi G E, PRIMARY SPONSOR DATE 

Fiscal Note for SB-424. third readin~ • I -:#" 'l 
SB l"f- ~ 



Fiscal Note Request, SB-424, third reading. 
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. The impact to Fallon County Government 
associated with the acceleration of L.G.S.T. is ($270,000). 

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 

$0 
(1,000) 

(95,000) 
(7,000) 
43,000 
33,000 

$27,000 
$0 

FY97 
Difference 

$0 
0 
0 
0 
0 
0 
Q 

$0 

The following revenue impacts to locally-distributed accounts are associated with the modification 
of the unit value in the consolidated production tax on oil and natural gas. The impact to Fallon 
County government associated with the modification of the unit value in the consolidated 
production tax is ($133,000) in FY96 and ($266,000) in FY97. 

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 

0 
(2,000) 

(47,000) 
(3,000) 
21,000 
19,000 
12,000 

$0 

FY97 
Difference 

0 
(3,000) 

(94,000) 
(7,000) 
42,000 
38,000 
24,000 

$0 



Fiscal Note Request, SB-424. third reading. as amended. 
Page 3 
(c::mtinued) 

Net Impact: 

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 

0 
(3,000) 

(142,000) 
(10,000) 

64,000 
52,000 
39.000 

$0 

FY97 
Difference 

0 
(3,000) 

(94,000) 
(7,000) 
42,000 
38,000 
24.000 

$0 
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TAKEN FRCM TABLE IN TAXATION 

ON MOTION, PRINTED AND 
PLACED ON SECOND READING 

2 INTRODUCED BY,
9

~,,p:::.:._ _______________________ _ 

3 Y REQUEST OF THE SENATE TAXATION COMMITTEE 

4 

5 A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE CALCULATION OF UNIT VALUE FOR LOCAL 

6 GOVERNMENT SEVERANCE TAX PURPOSES; EXCLUDING FROM THE UNIT VALUE CALCULATION NET 

7 PROCEEDS TAXES ON OIL AND NATURAL GAS THAT ARE ATTRIBUTABLE TO AN EMERGENCY LEVY 

8 IMPOSED IN FISCAL YEAR 1990 ON 1988 PRODUCTION; AMENDING SECTION 15-36-112, MCA; AND 

9 PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE." 

10 

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

12 

1 3 Section 1. Section 1 5-36-11 2, MCA, is amended to read: 

14 "15-36-112. Disposition of oil and gas state and local government severance taxes •· calculation 

1 5 of unit value for local government severance tax. ( 1) Each year the department of revenue shall determine 

1 6 the amount of tax collected under this chapter from within each taxing unit. 

17 (2) For purposes of the distribution of local government severance taxes collected under this 

18 chapter, the department shall determine the unit value of oil and gas for each taxing unit as follows: 

19 (a) +fl8 Subject to the conditions of subsection (2)(c), the unit value for petroleum and other 

20 mineral or crude oil for each taxing unit is the quotient obtained by dividing the net proceeds taxes 

21 calculated on petroleum or mineral or crude oil produced in that taxing unit in calendar year 1988 by the 

22 number of barrels of petroleum or other mineral or crude oil produced in that taxing unit during 1988, 

23 excluding new and interim production. 

24 (bl +fl8 Subject to the conditions of subsection (2)(cl, the unit value for natural gas is the quotient 

25 obtained by dividing the net proceeds taxes calculated on natural gas produced in that taxing unit in 

26 calendar year 1988 by the number of cubic feet of natural gas produced in that taxing unit during 1988, 

27 excluding new and interim production. 

28 (cl The amount of net proceeds taxes calculated under subsections (21(a) and (2)(bl may not 

29 include the amount of taxes that are attributable to a financial emergency, as described in 15-10-412( 1 Ol. 

30 for which additional mills were levied in fiscal year 1990. 

~~n• Le11lslatlve t:oundl 
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(3) The state and local government severance taxes collected under this chapter must, in 

2 accordance with the provisions of 15-1-501 (6), be allocated as follows: 

3 (a) The local government severance tax is statutorily appropriated, as provided in 17-7-502, for 

4 allocation to the county for distribution as provided in subsection (4). 

5 (b) The state severance tax is allocated to the state general fund. 

6 (4) (a) For the purpose of distribution of the local government severance tax, the department shall 

7 adjust the unit value determined under this section according to the ratio that the local government 

8 severance taxes collected during the quarters to be distributed plus accumulated interest earned by the 

9 state and penalties and interest on delinquent local government severance taxes bears to the total liability 

10 for local government severance taxes for the quarters to be distributed. The taxes must be calculated and 

11 distributed as follows: 

12 (i) By November 30 of each year, the department shall calculate and distribute to each eligible 

13 county the amount of local government severance tax, determined by multiplying unit value as adjusted 

14 in this subsection (4)(a) times the units of production on which the local government severance tax was 

1 5 owed during the calendar quarters ending March 31 and June 30 of the preceding calendar year. 

16 (ii) By May 31 of each year, the department shall calculate and distribute to each eligible county 

17 the amount of local government severance tax, determined by multiplying unit value as adjusted in this 

18 subsection (4)(a) times the units of production on which the local government severance tax was owed 

19 during the 2 calendar quarters immediately following those quarters referred to in subsection (4)(a)(i). 

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

21 determined in subsections (4)(a)(i) and (4)(a)(ii) must be calculated and distributed in the following manner: 

22 {i) The excess amount or shortage must be divided by the total distribution determined for that 

23 period to obtain an excess or shortage percentage. 

24 {ii) The excess percentage must be multiplied by the distribution to each taxing unit, and this 

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

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

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

28 (5) ifil Except as provided in s1:1eseotioR subsections (5llbl and (6), the county treasurer shall 

29 distribute the money received under subsection (4) to the taxing units that levied mills in fiscal year 1 990 

30 against calendar year 1988 production in the same manner that all other property tax proceeds were 
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distributed during fiscal year 1990 in the taxing unit, except that a distribution may not be made to a 

2 municipal taxing unit. 

3 lb) A distribution may not be made under this subsection (5) for mill levies attributable to a financial 

4 emergency, as described in 15-10-412(10). that were levied in fiscal year 1990. 

5 (6) The board of county commissioners of a county may direct the county treasurer to reallocate 

6 the distribution of local government severance tax money that would have gone to a taxing unit, as 

7 provided in subsection (5).@J..to another taxing unit or taxing units, other than an elementary school or high 

8 school, within the county under the following conditions: 

9 (a) The county treasurer shall first allocate the local government severance taxes to the taxing units 

10 within the county in the same proportion that all other property tax proceeds were distributed in the county 

1 1 in fiscal year 1990. 

1 2 (b) If the allocation in subsection (6)(a) exceeds the total budget for a taxing unit, the 

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

14 (7) The board of trustees of an elementary or high school district may reallocate the local 

1 5 government severance taxes distributed to the district by the county treasurer under the following 

16 conditions: 

1 7 (a) The district shall first allocate the local government severance taxes to the budgeted funds of 

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

1 9 fiscal year 1990. 

20 (b) If the allocation under subsection (7)(a) exceeds the total budget for a fund, the trustees may 

21 allocate the excess to any budgeted fund of the school district." 

22 

23 NEW SECTION. Section 2. Coordination instruction. If Senate Bill No. 412 is passed and approved, 

24 then [section 171. [section 181, and [section 191 of Senate Bill No. 412 are amended as provided in 

25 subsections (1), (2), and (3), respectively. 

26 ( 1) The section relating to the calculation of unit value, [section 171 of Senate Bill No. 412, is 

27 amended to read: 

28 "NEW SECTION. Section 17- Calculation of unit value. For the purposes of distribution of oil and 

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

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

~na Ler,lslatt11e caundl 
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11) +fle Subiect to the conditions of subsection (31, the unit value for oil for each taxing unit is the 

2 quotient obtained by dividing the net proceeds taxes calculated on oil produced and sold in that taxing unit 

3 in calendar year 1988 by the number of barrels of oil produced in that taxing unit during 1988, excluding 

4 post-1985 wells. 

5 (2) +fle Subject to the conditions of subsection (31. the unit value for natural gas is the quotient 

6 obtained by dividing the net proceeds taxes calculated on natural gas produced and sold in that taxing unit 

7 in calendar year 1988 by the number of cubic feet of natural gas produced in that taxing unit during 1 988, 

8 excluding post-1985 wells. 

9 (31 The amount of net proceeds taxes calculated under subsections (1) and (2) may not include 

1 O the amount of taxes that are attributable to a financial emergency, as described in 15-10-412( 10), for 

11 which additional mills were levied in fiscal year 1990." 

1 2 12) The section relating to the distribution of oH and natural gas production taxes, [section 18] of 

13 Senate Bill No. 412, is amended to read: 

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

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

16 1 through 20]. For purposes of distribution of the taxes to county and school taxing units, the department 

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

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

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

20 follows: 

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

22 penalty, collected under [sections 1 through 20] must be distributed as provided in subsection (7). 

23 (b) The remaining 58.4% of the oil production taxes, plus accumulated interest earned on the 

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

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

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

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

28 first 12 months of production must be distributed as provided in subsection (7). 

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

30 penalty, collected under [sections 1 through 20] on production from horizontally drilled wells and on the 
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incremental production from horizontally recompleted wells occurring during the first 18 months of 

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

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

4 (a) The amount equal to 14.6% of the natural gas production taxes, including late payment interest 

5 and penalty, collected under [sections 1 through 20) must be distributed as provided in subsection (7). 

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

7 the amount allocated under this subsection (5){b), must be deposited in the agency fund in the state 

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

9 (6) The amount equal to 100% of the natural gas production taxes, including late payment interest 

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

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

1 2 subsection (7). 

13 (7) The department shall, in accordance with the provisions of 15-1-501(6), distribute the state 

14 portion of oil and natural gas production taxes, including late payment interest and penalty collectP.d, as 

15 follows: 

16 {a) 85 % to the state general fund; 

17 lb) 4.3% to the state special revenue fund for the purpose of paying expenses of the board as 

18 provided in 82-11-135; and 

19 {c) 10. 7% to be distributed as provided by 15-38-106(2). 

20 (8) (a) For the purpose of distribution of the oil and natural gas production taxes from pre-1985 

21 wells, the department shall each calendar quarter adjust the unit value determined under this StjeseetieA 

22 f8t [section 17) according to the ratio that the oil and natural gas production taxes from pre-1985 wells 

23 collected during the calendar quarter for which the distribution occurs plus penalties and interest on 

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

25 natural gas production taxes from pre-1985 wells for the quarter for which the distribution occurs. The 

26 amount of oil and production taxes distributions must be calculated and distributed as follows: 

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

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

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

30 on which oil and natural gas production taxes from pre-1985 wells were owed for the calendar quarter for 
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which the distribution occurs. 

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

3 determined in subsection I8)(a) must be calculated and distributed in the following manner: 

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

5 period to obtain an excess or shortage percentage. 

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

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

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

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

1 0 (b) ill Except as provided in S<JbseetieR subsections I8)(bllii) and (8)(c). the county treasurer shall 

11 distribute the money received under subsection (9) from pre-1985 wells to the taxing units that levied mills 

1 2 in fiscal year 1990 against calendar year 1988 production in the same manner that all other property tax 

13 proceeds were distributed during fiscal year 1990 in the taxing unit, except that a distribution may not be 

14 made to a municipal taxing unit. 

15 (iii A distribution may not be made under this subsection (8) for mill levies attributable to a financial 

16 emergency, as described in 15-10-412! 10), that were levied in fiscal year 1990. 

17 (c) The board of county commissioners of a county may direct the county treasurer to reallocate 

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

19 provided in subsection (8)(b)ill, to another taxing unit or taxing units, other than an elementary school or 

20 high school, within the county under the following conditions: 

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

22 units within the county in the same proportion that all other property tax proceeds were distributed in the 

23 county in fiscal year 1990. 

24 (ii) If the allocation in subsection (8)(c)li) exceeds the total budget for a taxing unit, the 

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

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

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

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

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

30 fiscal year 1990. 
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(ii) If the allocation under subsection (8)(d)(i) exceeds the total budget for a fund, the trustees may 

2 allocate the excess to any budgeted fund of the school district. 

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

4 31, 1993, the county treasurer shall distribute oil and natural gas production taxes received under 

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

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

7 distributed in the preceding fiscal year. 

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

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

10 taxes were distributed in the preceding fiscal year. 

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

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

1 3 these purposes. 

14 (h) The oil and natural gas production taxes distributed under subsection (8)(b)ill that are required 

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

16 20-9-331 and 20-9-333, as those sections read on July 1, 1989, must be remitted by the county treasurer 

1 7 to the state treasurer. 

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

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

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

21 by the county treasurer to the state treasurer. 

22 (j) The amount of oil and natural gas production taxes remaining after the treasurer has remitted 

23 the amounts determined in subsections (8)(h) and (8)(i) is for the exclusive use and benefit of the county 

24 and school taxing units. 

25 (91 The department shall remit the amounts to be distributed in subsection (8) to the county 

26 treasurer by the following dates: 

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

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

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

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

2 (c) On or before February 1 of each year, the department shall remit to the county treasurer oil and 

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

4 year. 

5 (d) On or before May 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 December 31 of the previous 

7 calendar year. 

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

9 taxable value represented by all types of production taxed under [section 4] for the previous calendar year 

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

11 and for county bondrng purposes." 

12 (3) The section relating to the distribution of local government severance tax payments, [section 

13 19] of Senate Bill No. 412, is amended to read: 

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

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

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

17 calendar year 1995 production is due as follows: 

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

19 May 31, 1996; 

20 (bl for oil and natural gas production occurring in the second calendar quarter of 1995, the tax is 

21 due May 31, 1997; 

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

23 May 31, 1998; and 

24 (d) for oil and natural gas production occurring in the fourth calendar quarter of 1995, the tax is 

25 due May 31, 1999. 

26 (2) (a) If the taxpayer pays the entire local government severance tax liability for calendar year 

27 1995 on or before June 30, 1996, the taxpayer must receive a 6% reduction in the total local government 

28 severance tax liability. 

29 (b) Any payment of local government severance taxes for calendar year 1995 made on or before 

30 June 30, 1997, does not accrue interest. Any payment of local government severance taxes for calendar 
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year 1995 made after June 30, 1997, must accrue interest at the rate of 1 % a month or fraction of a 

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

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

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

5 le) In the case of the dissolution of the operator or a change in the operator of any lease or unit, 

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

7 or on the date of the change in operator. The operator is subject to the provisions of subsection I2)(a) 

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

9 penalties. 

1 0 (3) The department shall determine the amount of tax collected under subsections 11) and (2) from 

11 within each taxing unit. 

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

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

14 17]. 

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

16 and transferred to the county for distribution as provided in subsection (6). 

1 7 16) For the purpose of the distribution of the local government severance tax for calendar year 

18 1995 production, the department shall adjust the unit value determined under this section according to the 

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

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

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

22 be calculated and distributed as follows: 

23 la) By July 31 of each of the years 1996, 1997, 1998, and 1999, the department shall calculate 

24 and distribute to each eligible county the amount of local government severance tax for calendar year 1995 

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

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

27 lb) Any amount by which the total tax liability exceeds or is less than the total distributions 

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

29 Ii) The excess amount or shortage must be divided by the total distribution determined for that 

30 . period to obtain an excess or shortage percentage. 
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(ii) The excess percentage must be multiplied by the distribution to each taxing unit, and this 

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

3 liii) The shortage percentage must be multiplied by the distribution to each taxing unit, and this 

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

5 (7) (a) The county treasurer shall distribute the money received under subsection (6) between the 

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

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

8 exclusive of mills levied for a financial emergency as described in [section 18(8)(b)(ii)), and schools, 

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

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

1 1 may not be made to a municipal taxing unit or the state equalization aid levy imposed under 20-9-360. 

12 Distribution of money for the county equalization levies and the university levy must be remitted to the 

13 state by the county treasurer. The amounts distributed under subsections (7)1b) and (7)(c) are for the 

14 exclusive use of county and school taxing units. 

15 lb) The county treasurer shall deposit the money from subsection I7)(a) allocated to county levies 

16 to the oil and gas tax accelerated fund. 

1 7 (c) The trustees of a school district may allocate any payment received under subsection ( 71(a) to 

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

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

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

21 18) Local government severance tax payments to B01,JAty ta*iAO tmits a county pursuant to this 

22 section are not subject to the limitations of Title 15, chapter 10, part 4. Payments of local government 

23 severance tax pursuant to this section may not be used for county classification purposes under 7-1-2111 

24 and may not be considered in the determination of bonding limits under 7-7-2101, 7-7-2203, 7-14-2524, 

25 and 7-16-2327." 

26 

27 NEW SECTION. Section 3. Saving clause. (This act] does not affect rights and duties that 

28 matured, penalties that were incurred, or proceedings that were begun before [the effective date of this 

29 act]. 

30 
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NEW SECTION. Section 4. Effective date·· retroactive applicability. [This act] is effective on 

2 passage and approval and applies retroactively, within the meaning of 1-2-109, to oil and natural gas 

3 produced and sold after December 31, 1994. 

4 -END-
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3 

4 

SENATE Bill NO. 424 

INTRODUCED BY GAGE 

BY REQUEST OF THE SENATE TAXATION COMMITTEE 

SB0424.02 

5 A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE CALCULATION OF UNIT VALUE FOR LOCAL 

6 GOVERNMENT SEVERANCE TAX PURPOSES; EXCLUDING FROM THE UNIT VALUE CALCULATION NET 

7 PROCEEDS TAXES ON OIL AND NATURAL GAS THAT ARE ATTRIBUTABLE TO AN EMERGENCY LEVY 

8 IMPOSED IN FISCAL YEAR 1990 ON 1988 PRODUCTION; AMENDING SECTION 15-36-112, MCA; AND 

9 PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE." 

10 

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

12 

13 Section 1. Section 15-36-112, MCA, is amended to read: 

14 "15-36-112. Disposition of oil and gas state and local government severance taxes -- calculation 

15 of unit value for local government severance tax. (1) Each year the department of revenue shall determine 

16 the amount of tax collected under this chapter from within each taxing unit. 

17 (2) For purposes of the distribution of local government severance taxes collected under this 

18 chapter, the department shall determine the unit value of oil and gas for each taxing unit as follows: 

19 (a) +tie Subject to the conditions of subsection (2)(c). the unit value for petroleum and other 

20 mineral or crude oil for each taxing unit is the quotient obtained by dividing the net proceeds taxes 

21 calculated on petroleum or mineral or crude oil produced in that taxing unit in calendar year 1988 by the 

22 number of barrels of petroleum or other mineral or crude oil produced in that taxing unit during 1988, 

23 excluding new and interim production. 

24 (bl +tie Subject to the conditions of subsection (2)(c). the unit value for natural gas is the quotient 

25 obtained by dividing the net proceeds taxes calculated on natural gas produced in that taxing unit in 

26 calendar year 1988 by the number of cubic feet of natural gas produced in that taxing unit during 1988, 

27 excluding new and interim production. 

28 (cl The amount of net proceeds taxes calculated under subsections (2)(al and 12Hb) may not 

29 include the amount of taxes that are attributable to a financial emergency, as described in 15-10-412( 1 Ol, 

30 for which additional mills were levied in fiscal year 1990. 
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(3) The state and local government severance taxes collected under this chapter must, in 

2 accordance with the provisions of 15-1-501(6), be allocated as follows: 

3 (a) The local government severance tax is statutorily appropriated, as provided in 17-7-502, for 

4 allocation to the county for distribution as provided in subsection (4). 

5 (bl The state severance tax is allocated to the state general fund. 

6 (4) (a) For the purpose of distribution of the local government severance tax, the department shall 

7 adjust the unit value determined under this section according to the ratio that the local government 

8 severance taxes collected during the quarters to be distributed plus accumulated interest earned by the 

9 state and penalties and interest on delinquent local government severance taxes bears to the total liability 

10 for local government severance taxes for the quarters to be distributed. The taxes must be calculated and 

11 distributed as follows: 

12 (i) By November 30 of each year, the department shall calculate and distribute to each eligible 

13 county the amount of local government severance tax, determined by multiplying unit value as adjusted 

14 in this subsection (4)(a) times the units of production on which the local government severance tax was 

15 owed during the calendar quarters ending March 31 and June 30 of the preceding calendar year. 

16 (ii) By May 31 of each year, the department shall calculate and distribute to each eligible county 

17 the amount of local government severance tax, determined by multiplying unit value as adjusted in this 

18 subsection (4){a) times the units of production on which the local government severance tax was owed 

19 during the 2 calendar quarters immediately following those quarters referred to in subsection (4)(a)(i). 

20 (bl Any amount by which the total tax liability exceeds or is less than the total distributions 

21 determined in subsections (4)(a)(i) and (4)(a)(ii) must be calculated and distributed in the following manner: 

22 (ii The excess amount or shortage must be divided by the total distribution determined for that 

23 period to obtain an excess or shortage percentage. 

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

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

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

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

28 (5) ~ Except as provided in stieseetieA st1eseoti0As Hillel aml SUBSECTION (6), the county 

29 treasurer shall distribute the money received under subsection (4) to the taxing units that levied mills in 

30 fiscal year 1990 against calendar year 1988 production in the same manner that all other property tax 
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1 proceeds were distributed during fiscal year 1990 in the taxing unit, except that a distribution may not be 

2 made to a municipal taxing unit. 

3 (bl A EiistribtJtieA R'lay Aet be R'laEie 1,1AEier ti=lis s1,1eseetieR (6) for R'lill le·,ies attrie1,1taele tea fiAaReial 

4 eR'lergeR □¥, as EieseribeEi iR 16 10 41 ::!(10). ti=lat were le¥ieEi iR fiseal year 1990. 

5 (6) The board of county commissioners of a county may direct the county treasurer to reallocate 

6 the distribution of local government severance tax money that would have gone to a taxing unit, as 

7 provided in subsection (5):fili, to another taxing unit or taxing units, other than an elementary school or high 

8 school, within the county under the following conditions: 

9 (al The county treasurer shall first allocate the local government severance taxes to the taxing units 

1 O within the county in the same proportion that all other property tax proceeds were distributed in the county 

11 in fiscal year 1990. 

12 (bl If the allocation in subsection (6)(al exceeds the total budget for a taxing unit, the 

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

14 171 The board of trustees of an elementary or high school district may reallocate the local 

15 government severance taxes distributed to the district by the county treasurer under the following 

16 conditions: 

17 (al The district shall first allocate the local government severance taxes to the budgeted funds of 

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

19 fiscal year 1990. 

20 (bl If the allocation under subsection (7)(al exceeds the total budget for a fund, the trustees may 

21 allocate the excess to any budgeted fund of the school district." 

22 

23 NEW SECTION. Section 2. Coordination instruction. If Senate Bill No. 412 is passed and 

24 approved, then [section 171, [section 18], and [section 19] of Senate Bill No. 412 are amended as provided 

25 in subsections ( 1), (2), and (3), respectively. 

26 (1 l The section relating to the calculation of unit value, [section 171 of Senate Bill No. 412, is 

27 amended to read: 

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

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

30 department shall determine the unit value of oil and natural gas for each taxing unit as follows: 
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1 ( 1) Pie Subject to the conditions of subsection (3), the unit value for oil for each taxing unit is the 

2 quotient obtained by dividing the net proceeds taxes calculated on oil produced and sold in that taxing unit 

3 in calendar year 1988 by the number of barrels of oil produced in that taxing unit during 1988, excluding 

4 post-1985 wells. 

5 (2) Pie Subject to the conditions of subsection (3), the unit value for natural gas is the quotient 

6 obtained by dividing the net proceeds taxes calculated on natural gas produced and sold in that taxing unit 

7 in calendar year 1988 by the number of cubic feet of natural gas produced in that taxing unit during 1988, 

8 excluding post-1985 wells. 

9 (3) The amount of net proceeds taxes calculated under subsections ( 1) and (2) may not include 

1 O the amount of taxes that are attributable to a financial emergency. as described in 15-10-412(10). for 

11 which additional mills were levied in fiscal year 1990." 

12 (2) The section relating to the distribution of oil and natural gas production taxes, [section 18] of 

13 Senate Bill No. 412, is amended to read: 

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

15 of revenue shall determine the amoun~ of tax, late payment interest, and penalty collected under [sections 

16 1 through 20). For purposes of distribution of the taxes to county and school taxing units, the department 

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

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

19 (2) Except as provided in subsections (31 and (4), oil production taxes must be distributed as 

20 follows: 

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

22 penalty, collected under [sections 1 through 20) must be distributed as provided in subsection (7). 

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

24 amount allocated under this subsection (21(b), must be deposited in the agency fund in the state treasury 

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

26 (3) The amount equal to 100% of the oil production taxes, including late payment interest anc 

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

28 first 12 months of production must be distributed as provided in subsection (7). 

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

30 penalty, collected under [sections 1 through 20) on production from horizontally drilled wells and on the 
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incremental production from horizontally recompleted wells occurring during the first 18 months of 

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

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

4 (a) The amount equal to 14.6% of the natural gas production taxes, including late payment interest 

5 and penalty, collected under [sections 1 through 20) must be distributed as provided in subsection (7). 

6 (bl The remaining 85.4% of the natural gas production taxes, plus accumulated interest earned on 

7 the amount allocated under this subsection (5)(bl, must be deposited in the agency fund in the state 

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

9 (6) The amount equal to 100% of the natural gas production taxes, including late payment interest 

1 0 and penalty, collected from working interest owners under [sections 1 through 20) on production from 

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

12 subsection (71. 

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

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

15 follows: 

16 (al 85% to the state general fund; 

17 (b) 4.3% to the state special revenue fund for the purpose of paying expenses of the board as 

18 provided in 82-11-135; and 

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

20 (81 (a) For the purpose of distribution of the oil and natural gas production taxes from pre-1985 

21 wells, the department shall each calendar quarter adjust the unit value determined under this susseetioA 

22 {8l- [section 17] according to the ratio that the oil and natural gas production taxes from pre-1985 wells 

23 collected during the calendar quarter for which the distribution occurs plus penalties and interest on 

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

25 natural gas production taxes from pre-1985 wells for the quarter for which the distribution occurs. The 

26 amount of oil and production taxes distributions must be calculated and distributed as follows: 

27 (il By the dates referred to in subsection (9), the department shall calculate and distribute to each 

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

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

30 on which oil and natural gas production taxes from pre-1985 wells were owed for the calendar quarter for 
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1 which the distribution occurs. 

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

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

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

5 period to obtain an excess or shortage percentage. 

6 (Bl The excess percentage must be multiplied by the distribution to each taxing unit, and this 

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

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

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

1 O (b) ffi Except as provided in slieseetiaR SlieseetiaRs (B)le)lii) aRd SUBSECTION (8)(c), the county 

11 treasurer shall distribute the money received under subsection (9) from pre-1985 wells to the taxing units 

12 that levied mills in fiscal year 1990 against calendar year 1988 production in the same manner that all other 

13 property tax proceeds were distributed during fiscal year 1990 in the taxing unit, except that a distribution 

14 may not be made to a municipal taxing unit. 

15 (iii A ElistrialitieR R'lay Rat ae R'laEle liRdar tl=lis SliaaeetiaR (Bl far R'lill le•vies amialitaale te a fiRaReial 

16 effier!JBRey, as desorieed iR 1 6 10 41211 OL tl=lat .,,.·ere levied iR fiseal year 1990. 

17 (c) The board of county commissioners of a county may direct the county treasurer to reallocate 

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

19 provided in subsection (S)(b)ffi, to another taxing unit or taxing units, other than an elementary school or 

20 high school, within the county under the following conditions: 

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

22 units within the county in the same proportion that all other property tax proceeds were distributed in the 

23 county in fiscal year 1990. 

24 (ii) If the allocation in subsection (Bllcl(i) exceeds the total budget for a taxing unit, the 

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

26 (dl The board of trustees of an elementary or high school district may reallocate the oil and natural 

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

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

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

30 fiscal year 1990. 
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1 (ii) If the allocation under subsection (8)(d)(i) exceeds the total budget for a fund, the trustees may 

2 allocate the excess to any budgeted fund of the school district. 

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

4 31, 1993, the county treasurer shall distribute oil and natural gas production taxes received under 

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

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

7 distributed in the preceding fiscal year. 

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

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

10 taxes were distributed in the preceding fiscal year. 

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

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

13 these purposes. 

14 (hl The oil and natural gas production taxes distributed under subsection (8)(b)ffi that are required 

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

16 20-9-331 and 20-9-333, as those sections read on July 1, 1989, must be remitted by the county treasurer 

1 7 to the state treasurer. 

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

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

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

21 by the county treasurer to the state treasurer. 

22 (j) The amount of oil and natural gas production taxes remaining after the treasurer has remitted 

23 the amounts determined in subsections (8}(h) and (8)(i) is for the exclusive use and benefit of the county 

24 and school taxing units. 

25 (9) The department shall remit the amounts to be distributed in subsection (8) to the county 

26 treasurer by the following dates: 

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

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

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

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

2 (c) On or before February 1 of each year, the department shall remit to the county treasurer oil and 

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

4 year. 

5 (d) On or before May 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 December 31 of the previous 

7 calendar year. 

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

9 taxable value represented by all types of production taxed under [section 4) for the previous calendar year 

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

11 and for county bonding purposes." 

12 (3) The section relating to the distribution of local government severance tax payments, [section 

13 19) of Senate Bill No. 412, is amended to read: 

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

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

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

17 calendar year 1995 production is due as follows: 

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

19 May 31, 1996; 

20 (bl for oil and natural gas production occurring in the second calendar quarter of 1995, the tax is 

21 due May 31, 1997; 

22 (cl for oil and natural gas production occurring in the third calendar quarter of 1995, the tax is due 

23 May31,1998;and 

24 (d) for oil and natural gas production occurring in the fourth calendar quarter of 1995, the tax is 

25 due May 31, 1999. 

26 (21 (al If the taxpayer pays the entire local government severance tax liability for calendar year 

27 1995 on or before June 30, 1996, the taxpayer must receive a 6% reduction in the total local government 

28 severance tax liability. 

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

30 June 30, 1997, does not accrue interest. Any payment of local government severance taxes for calendar 
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1 year 1995 made after June 30, 1 997, must accrue interest at the rate of 1 % a month or fraction of a 

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

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

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

5 le) In the case of the dissolution of the operator or a change in the operator of any lease or unit, 

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

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

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

9 penalties. 

10 (3) The department shall determine the amount of tax collected under subsections 11) and (2) from 

11 within each taxing unit. 

1 2 14) For purposes of the distribution of local government severance taxes collected under this 

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

14 17]. 

15 15) The local government severance tax must be deposited in the agency fund in the state treasury 

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

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

18 1995 production, the department shall adjust the unit value determined under this section according to the 

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

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

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

22 be calculated and distributed as follows: 

23 (a) By July 31 of each of the years 1996, 1997, 1998, and 1999, the department shall calculate 

24 and distribute to each eligible county the amount of local government severance tax for calendar year 1995 

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

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

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

28 determined in subsection 16)(a) must be calculated and distributed in the following manner: 

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

30 period to obtain an excess or shortage percentage. 
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1 (ii) The excess percentage must be multiplied by the distribution to each taxing unit, and this 

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

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

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

5 (7) (a) The county treasurer shall distribute the money received under subsection (6) between the 

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

7 number of mills levied for fiscal year 1990 against 1988 production in each taxing unit for the countvr 

8 eueh,isi•te of FAills le•,ied fer a fiAaAeial eFAeraeAe•, as deserieeel iA fseetieA 18(8!11a!lii)L and schools, 

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

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

11 may not be made to a municipal taxing unit or the state equalization aid levy imposed under 20-9-360. 

12 Distribution of money for the county equalization levies and the university levy must be remitted to the 

13 state by the co_unty treasurer. The amounts distributed under subsections (7)(b) and (7)(c) are for the 

14 exclusive use of county and school taxing units. 

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

16 to the oil and gas tax accelerated fund. 

17 (cl The trustees of a school district may allocate any payment received under subsection (7)(al to 

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

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

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

21 (8) Local government severance tax payments to eeuAt'; tm1iAg uAits a county pursuant to this 

22 section are not subject to the limitations of Title 15, chapter 10, part 4. Payments of local government 

23 severance tax pursuant to this section may not be used for county classification purposes under 7-1-2111 

24 and may not be considered in the determination of bonding limits under 7-7-2101, 7-7-2203, 7-14-2524, 

25 and 7-16-2327." 

26 

27 NEW SECTION. Section 3. Saving clause. [This act) does not affect rights and duties that 

28 matured, penalties that were incurred, or proceedings that were begun before [the effective date of this 

29 act). 

30 
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NEW SECTION. Section 4. Effective date -- retroactive applicability. [This act] is effective on 

2 passage and approval and applies retroactively, within the meaning of 1-2-109, to oil and natural gas 

3 produced and sold after December 31, 1994. 

4 -END-
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SENATE BILL NO. 424 

INTRODUCED BY GAGE 

BY REQUEST OF THE SENATE TAXATION COMMITTEE 

SB0424.02 

5 A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE CALCULATION OF UNIT VALUE FOR LOCAL 

6 GOVERNMENT SEVERANCE TAX PURPOSES; EXCLUDING FROM THE UNIT VALUE CALCULATION NET 

7 PROCEEDS TAXES ON OIL AND NATURAL GAS THAT ARE ATTRIBUTABLE TO AN EMERGENCY LEVY 

8 IMPOSED IN FISCAL YEAR 1990 ON 1988 PRODUCTION; AMENDING SECTION 15-36-112, MCA; AND 

9 PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE." 

10 

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

12 

13 Section 1. Section 15-36-112, MCA, is amended to read: 

14 "15-36-112. Disposition of oil and gas state and local government severance taxes -- calculation 

15 of unit value for local government severance tax. (1 I Each year the department of revenue shall determine 

16 the amount of tax collected under this chapter from within each taxing unit. 

17 (2) For purposes of the distribution of local government severance taxes collected under this 

18 chapter, the department shall determine the unit value of oil and gas for each taxing unit as follows: 

19 (a) +Re Subject to the conditions of subsection (2)(c), the unit value for petroleum and other 

20 mineral or crude oil for each taxing unit is the quotient obtained by dividing the net proceeds taxes 

21 calculated on petroleum or mineral or crude oil produced in that taxing unit in calendar year 1988 by the 

22 number of barrels of petroleum or other mineral or crude oil produced in that taxing unit during 1988, 

23 excluding new and interim production. 

24 (bl +Re Subject to the conditions of subsection (211c), the unit value for natural gas is the quotient 

25 obtained by dividing the net proceeds taxes calculated on natural gas produced in that taxing unit in 

26. calendar year 1988 by the number of cubic feet of natural gas produced in that taxing unit during 1988, 

27 excluding new and interim production. 

28 (cl The amount of net proceeds taxes calculated under subsections (2)(al and (2)(bl may not 

29 include the amount of taxes that are attributable to a financial emergency. as described in 15-10-412{ i 0) 

30 for which additional mills were levied in fiscal year 1990. 
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(3) The state and local government severance taxes collected under this chapter must, in 

2 accordance with the provisions of 15-1-501 (6), be allocated as follows: 

3 (al The local government severance tax is statutorily appropriated, as provided in 17-7-502, for 

4 allocation to the county for distribution as provided in subsection (4). 

5 (bl The state severance tax is allocated to the state general fund. 

6 (4) (al For the purpose of distribution of the local government severance tax, the department shall 

7 adjust the unit value determined under this section according to the ratio that the local government 

8 severance taxes collected during the quarters to be distributed plus accumulated interest earned by the 

9 state and penalties and interest on delinquent local government severance taxes bears to the total liability 

10 for local government severance taxes for the quarters to be distributed. The taxes must be calculated and 

11 distributed as follows: 

12 (i) By November 30 of each year, the department shall calculate and distribute to each eligible 

13 county the amount of local government severance tax, determined by multiplying unit value as adjusted 

14 in this subsection (4)(a) times the units of production on which the local government severance tax was 

15 owed during the calendar quarters ending March 31 and June 30 of the preceding calendar year. 

16 (ii) By May 31 of each year, the department shall calculate and distribute to each eligible county 

17 the amount of local government severance tax, determined by multiplying unit value as adjusted in this 

18 subsection (4)(a) times the units of production on which the local government severance tax was owed 

19 during the 2 calendar quarters immediately following those quarters referred to in subsection (411al(il. 

20 (bl Any amount by which the total tax liability exceeds or is less than the total distributions 

21 determined in subsections (4)(a)(i) and (4)(a)(ii) must be calculated and distributed in the following manner: 

22 Ii) The excess amount or shortage must be divided by the total distribution determined for that 

23 period to obtain an excess or shortage percentage. 

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

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

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

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

2B 15) fstt Except as provided in e1:1beeelieA e1:1beee1ieA& !61fbl aAd SUBSECTION (6). the county 

29 treasurer shall distribute the money received under subsection (4) to the taxing units that levied mills in 

30 fiscal year 1990 against calendar year 198B production in the same manner that all other property tax 
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proceeds were distributed during fiscal year 1990 in the taxing unit, except that a distribution may not be 

2 made to a municipal taxing unit. 

3 (Bl A aistFiBl:ltioA FAB'f Aet Ba FAaae l:lABar this Sl:lBseetieA (ijj 1er FAill le•t'ies attriBl:ltable to a fiAaReial 

4 aFAeF§BAS'f, as aoseriBea iR 1 ij 1 Q 41211QL that were levies iR fisoal 1•ear 1990. 

5 (6) The board of county commissioners of a county may direct the county treasurer to reallocate 

6 the distribution of local government severance tax money that would have gone to a taxing unit, as 

7 provided in subsection (5):!fil, to another taxing unit or taxing units, other than an elementary school or high 

8 school, within the county under the following conditions: 

9 (al The county treasurer shall first allocate the local government severance taxes to the taxing units 

1 O within the county in the same proportion that all other property tax proceeds were distributed in the county 

11 in fiscal year 1990. 

12 (b) If the allocation in subsection (6)(a) exceeds the total budget for a taxing unit, the 

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

14 (7) The board of trustees of an elementary or high school district may reallocate the local 

15 government severance taxes distributed to the district by the county treasurer under the following 

16 conditions: 

1 7 (al The district shall first allocate the local government severance taxes to the budgeted funds of 

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

19 fiscal year 1990. 

20 (b) If the allocation under subsection (7)la) exceeds the total budget for a fund, the trustees may 

21 allocate the excess to any budgeted fund of the school district.• 

22 

23 NEW SECTION. Section 2. Coordination instruction. If Senate Bill No. 412 is passed and 

24 approved, then [section 171, [section 181, and [section 19] of Senate Bill No. 412 are amended as provided 

25 in subsections (1 ), (2), and (3), respectively. 

26 ( 1) The section relating to the calculation of unit value, [section 17] of Senate Bill No. 412, is 

27 amended to read: 

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

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

30 department shall determine the unit value of oil and natural gas for each taxing unit as follows: 
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(1) +Re Subject to the conditions of subsection (3), the unit value for oil for each taxing unit is the 

2 quotient obtained by dividing the net proceeds taxes calculated on oil produced and sold in that taxing unit 

3 in calendar year 1988 by the number of barrels of oil produced in that taxing unit during 1988, excluding 

4 post-1985 wells. 

5 (2) +Re Subject to the conditions of subsection (3), the unit value for natural gas is the quotient 

6 obtained by dividing the net proceeds taxes calculated on natural gas produced and sold in that taxing unit 

7 in calendar year 1988 by the number of cubic feet of natural gas produced in that taxing unit during 1988, 

8 excluding post-1985 wells. 

9 {3) The amount of net proceeds taxes calculated under subsections 11) and {2) may not include 

1 O the amount of taxes that are attributable to a financial emergency, as described in 15-10-4 lW_QL_trn 

11 which additional mills were levied in fiscal year 1990." 

12 (2) The section relating to the distribution of oil and natural gas production taxes, [section 18] of 

1 3 Senate Bill No. 412, is amended to read: 

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

15 of revenue shall determine the amoun1 of tax, late payment interest, and penalty collected under [sections 

16 1 through 20]. For purposes of distribution of the taxes to county and school taxing units, the department 

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

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

19 (21 Except as provided in subsections (3) and (4), oil production taxes must be distributed as 

20 follows: 

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

22 penalty, collected under [sections 1 through 20] must be distributed as provided in subsection (7). 

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

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

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

26 (3) The amount equal to 100% of the oil production taxes, including late payment interest anc 

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

28 first 12 months of production must be distributed as provided in subsection (7). 

29 (41 The amount equal to 100% of the oil production taxes, including late payment interest and 

30 penalty, collected under [sections 1 through 201 on production from horizontally drilled wells and on the 
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1 incremental production from horizontally recompleted wells occurring during the first 18 months of 

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

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

4 (a) The amount equal to 14.6% of the natural gas production taxes, including late payment interest 

5 and penalty, collected under [sections 1 through 20] must be distributed as provided in subsection (7). 

6 (bl The remaining 85.4% of the natural gas production taxes, plus accumulated interest earned on 

7 the amount allocated under this subsection (5)(b), must be deposited in the agency fund in the state 

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

9 (6) The amount equal to 100% of the natural gas production taxes, including late payment interest 

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

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

12 subsection (7). 

13 (7) The department shall, in accordance with the provisions of 15-1-501 (6), distribute the state 

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

15 follows: 

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

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

18 provided in 82-11-135; and 

19 (cl 10.7% to be distributed as provided by 15-38-106(2). 

20 (8) (a) For the purpose of distribution of the oil and natural gas production taxes from pre- 1985 

21 wells, the department shall each calendar quarter adjust the unit value determined under this s1a1eseetieA 

22 {8} [section 17) according to the ratio that the oil and natural gas production taxes from pre-1985 wells 

23 collected during the calendar quarter for which the distribution occurs plus penalties and interest on 

24 delinquent oil and natural gas production taxes from pre- 1 985 wells bears to the total liability for the oil and 

25 natural gas production taxes from pre- 1985 wells for the quarter for which the distribution occurs. The 

26 amount of oil and production taxes distributions must be calculated and distributed as follows: 

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

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

29 determined by multiplying the unit value, as adjusted in this subsection (8)1a), by the units of production 

30 on which oil and natural gas production taxes from pre-1985 wells were owed for the calendar quarter for 
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1 which the distribution occurs. 

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

3 determined in subsection (B)(a) must be calculated and distributed in the following manner: 

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

5 period to obtain an excess or shortage percentage. 

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

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

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

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

1 O (b) ill Except as provided in subseetieR s1:1eeeetieAs (8101)fiil aRG SUBSECTION (8Hcl, the county 

11 treasurer shall distribute the money received under subsection (9) from pre-1985 wells to the taxing units 

12 that levied mills in fiscal year 1990 against calendar year 1988 production in the same manner that all other 

13 property tax proceeds were distributed during fiscal year 1990 in the taxing unit, except that a distribution 

14 may not be made to a municipal taxing unit. 

15 (ii) A eistFibutieR R1av net ee maee 1:1neler tl:!is s1:1eseetien (81 fer mill leYies attFib1:1taele te a linaneial 

16 emeraensv, as Elsseribeel iA Hi 10 412( 1 Q), tl:!at we Fe leYieEI iR fiseal yeaF 1 QQQ. 

17 (cl The board of county commissioners of a county may direct the county treasurer to reallocate 

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

19 provided in subsection (8)(blili, to another taxing unit or taxing units, other than an elementary school or 

20 high school, within the county under the following conditions: 

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

22 units within the county in the same proportion that all other property tax proceeds were distributed in the 

23 county in fiscal year 1990. 

24 Iii) If the allocation in subsection (B)(c) Ii) exceeds the total budget for a taxing unit, the 

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

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

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

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

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

30 . fiscal year 1990. 
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(ii) If the allocation under subsection (8)(d)(i) exceeds the total budget for a fund, the trustees may 

2 allocate the excess to any budgeted fund of the school district. 

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

4 31, 1993, the county treasurer shall distribute oil and natural gas production taxes received under 

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

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

7 distributed in the preceding fiscal year. 

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

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

1 O taxes were distributed in the preceding fiscal year. 

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

1 2 district retirement obligations and transportation schedules must be deposited to the funds established for 

13 these purposes. 

14 (h) The oil and natural gas production taxes distributed under subsection (8)(b)ffi that are required 

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

16 20-9-331 and 20-9-333, as those sections read on July 1, 1989, must be remitted by the county treasurer 

1 7 to the state treasurer. 

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

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

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

21 by the county treasurer to the state treasurer. 

22 (j) The amount of oil and natural gas production taxes remaining after the treasurer has remitted 

23 the amounts determined in subsections (8)(h) and (8)(i) is for the exclusive use and benefit of the county 

24 and school taxing units. 

25 (9) The department shall remit the amounts to be distributed in subsection (8) to the county 

26 treasurer by the following dates: 

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

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

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

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

2 (c) On or before February 1 of each year, the department shall remit to the county treasurer oil and 

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

4 year. 

5 (dl On or before May 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 December 31 of the previous 

7 calendar year. 

8 ( 1 Ol The department shall provide to each county by May 31 of each year the amount of gross 

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

1 0 multiplied by 60%. The resulting value must be treated as taxable value for county classification purposes 

11 and for county bonding purposes." 

12 (31 The section relating to the distribution of local government severance tax payments [section 

13 19] of Senate Bill No. 412, is amended to read: 

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

1 5 production -- distribution of payments -- not subject to 1-105 limitations. ( 1 l The local government 

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

17 calendar year 1995 production is due as follows: 

18 (al for oil and natural gas production occurring in the first calendar quarter of 1995, the tax is due 

19 May 31, 1996; 

20 (bl for oil and natural gas production occurring in the second calendar quarter of 1995, the tax is 

21 due May 31, 1997; 

22 (cl for oil and natural gas production occurring in the third calendar quarter of 1995, the tax is due 

23 May 31, 1998; and 

24 (dl for oil and natural gas production occurring in the fourth calendar quarter of 1995, the tax is 

25 due May 31, 1999. 

26 (21 (al If the taxpayer pays the entire local government severance tax liability for calendar year 

27 1995 on or before June 30, 1996, the taxpayer must receive a 6% reduction in the total local government 

28 severance tax liability. 

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

30 June 30, 1997, does not accrue interest. Any payment of local government severance taxes for calendar 
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1 year 1995 made after June 30, 1997, must accrue interest at the rate of 1 % a month or fraction of a 

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

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

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

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

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

7 or on the date of the change in operator. The operator is subject to the provisions of subsection (2l{al 

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

9 penalties. 

10 (3) The department shall determine the amount of tax collected under subsections (1) and (21 from 

11 within each taxing unit. 

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

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

17]. 14 

15 (51 The local government severance tax must be deposited in the agency fund in the state treasury 

16 and transferred to the county for distribution as provided in subsection (61. 

17 (61 For the purpose of the distribution of the local government severance tax for calendar year 

18 1995 production, the department shall adjust the unit value determined under this section according to the 

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

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

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

22 be calculated and distributed as follows: 

23 (al By July 31 of each of the years 1996, 1997, 1998, and 1999, the department shall calculate 

24 and distribute to each eligible county the amount of local government severance tax for calendar year 1995 

25 production, determined by multiplying the unit value, as adjusted in this subsection (61, by the units of 

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

27 (bl Any amount by which the total tax liability exceeds or is less than the total distributions 

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

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

30 period to obtain an excess or shortage percentage. 
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(ii) The excess percentage must be multiplied by the distribution to each taxing unit, and this 

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

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

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

5 (7) (a) The county treasurer shall distribute the money received under subsection (6) between the 

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

7 number of mills levied for fiscal year 1990 against 1988 production in each taxing unit for the c'Junty;: 

8 011elusi'.•0 of !f'lills le•,iee fer a finaneial efflergene¥ ao eesoribeil in lseetien 18{81jb){hl,h and schools, 

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

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

11 may not be made to a municipal taxing unit or the state equalization aid levy imposed under 20-9-360. 

12 Distribution of money for the county equalization levies and the university levy must be remitted to the 

13 state by the county treasurer. The amounts distributed under subsections (7)(b) and (7)(c) are for the 

14 exclusive use of county and school taxing units. 

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

1 6 to the oil and gas tax accelerated fund. 

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

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

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

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

21 (8) Local government severance tax payments to aeun~ tatting units a county pursuant to this 

22 section are not subject to the limitations of Title 15, chapter 10, part 4. Payments of local government 

23 severance tax pursuant to this section may not be used for county classification purposes under 7-1-2111 

24 and may not be considered in the determination of bonding limits under 7-7-2101, 7-7-2203, 7-14-2524, 

25 and 7-16-2327." 

26 

27 NEW SECTION. Section 3. Saving clause. [This act] does not affect rights and duties that 

28 matured, penalties that were incurred, or proceedings that were begun before [the effective date of this 

29 act]. 

30 
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1 NEW SECTION. Section 4. Effective date -- retroactive applicability. [This act) is effective on 

2 passage and approval and applies retroactively, within the meaning of 1-2-109, to oil and natural gas 

3 produced and sold after December 31, 1994. 

4 -END-
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