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PRODUCTION TAXES; PROVIDING A DISTRIBUTION OF OIL AND NATURAL GAS TAXES TO 

MUNICIPALITIES WITHIN A COUNTY AS A RESULT OF INCREASED PRODUCTION; AMENDING SECTION 

15-36-324, MCA; AND PROVIDING AN EFFECTIVE DATE AND AN APPLICABILITY DATE." 

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

10 

11 Section 1. Section 15-36-324, MCA, is amended to read: 

12 "15-36-324. Distribution of taxes. (11 For each calendar quarter, the department of revenue shall 

13 determine the amount of tax, late payment interest, and penalty collected under this part. For purposes of 

14 distribution of the taxes to county and school taxing units, the department shall determine the amount of 

15 oil and natural gas production taxes paid on production from pre-1985 wells, post-1985 wells, and 

16 horizontally drilled wells located in the taxing unit. 

17 (2) Except as provided in subsections (3) and (41, oil production taxes must be distributed as 

1 B follows: 

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

20 penalty, collected under this part must be distributed as provided in subsection (7). 

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

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

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

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

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

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

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

28 penalty, collected under this part on production from horizontally drilled wells and on the incremental 

29 production from horizontally recompleted wells occurring during the first 18 months of production must be 

30 distributed as provided in subsection 171. 
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(5) Except as provided in subsection 16), natural gas production taxes must be allocated as follows: 

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

3 and penalty, collected under this part must be distributed as provided in subsection (7). 

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

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

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

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

8 and penalty, collected from working interest owners under this part on production from post-1985 wells 

9 occurring during the first 12 months of production must be distributed as provided in subsection (7). 

1 0 (7) The department shall, in accordance with the provisions of 15-1-501 (6), distribute the state 

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

1 2 follows: 

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

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

15 provided in 82-11-135; and 

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

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

18 wells, the department shall each calendar quarter adjust the unit value determined under 15-36-323 

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

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

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

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

23 and natural gas production taxes distributions must be calculated and distributed as follows: 

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

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

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

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

28 which the distribution occurs. 

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

30 determined in subsection (8)(a) must be calculated and distributed in the following manner: 
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(Al The excess amount or shortage must be divided by the total distribution determined for that 

2 period to obtain an excess or shortage percentage. 

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

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

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

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

7 lb) Except as provided in subsection IB)(c), the county treasurer shall distribute the money 

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

9 against calendar year 1988 production in the same manner that all other property tax proceeds were 

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

11 municipal taxing unit. 

12 (cl The board of county commissioners of a county may direct the county treasurer to reallocate 

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

14 provided in subsection (8) lb), to another taxing unit or taxing units, other than an elementary school or high 

15 school, within the county under the following conditions: 

16 Iii The county treasurer shall first allocate the oil and natural gas production taxes to the taxing 

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

1 B county in fiscal year 1990. 

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

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

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

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

23 (ii The district shall first allocate the oil and natural gas production taxes to the budgeted funds 

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

25 fiscal year 1 990. 

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

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

28 (el ~ Except as provided in subsection (8)(k), for all production from post-1985 wells and 

29 horizontally drilled wells completed after December 31, 1993, the county treasurer shall distribute oil and 

30 natural gas production taxes received under subsections (2)1bl and (5)(b) between county and school taxing 
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units in the relative proportions required by the levies for state, county, and school district purposes in the 

same manner as property taxes were distributed in the preceding fiscal year. 

(f) The allocation to the county in subsection I8)(e) must be distributed by the county treasurer in 

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

taxes were distrrbuted in the preceding fiscal year. 

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

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

these purposes. 

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

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

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

to the state treasurer. 

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

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

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

by the county treasurer to the state treasurer. 

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

the amounts determined in subsections i8)Ih)L aH4 I8)(i), and (8)(k)(i) is for the exclusive use and benefit 

of the county and school taxing units. 

(k) When the department determines that oil or natural gas production taxes in a calendar guarter 

have increased from the previous calendar quarter as the result of increased production in a county, then 

the amount of the increase in oil or natural gas production taxes attributable to the increase in production 

in the calendar quarter that would have been distributed to the county under subsection (8}1j) must be 

distributed as follows: 

(il to each municipality in the county in the relative proportion that the taxable value of the 

municipality bears to the total county taxable value; and 

(ii) to the county the amount of the increase remaining after the distribution as provided in 

subsection (8)(kl(i). 

(I) The department shall notify thG county treasurer in each quarter of the amount of oil or natural 

gas production taxes, or both, that are attributable to increased production in the county for purposes of 
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the distribution as provided in subsection (8)lk). 

2 (m) (i) The allocation to each municipality in the county, as provided in subsection (8)(k)(i). may be 

3 used for any purpose as determined by the governing body of the municipality. 

4 Iii) The allocation to the county. as provided in subsection (8) (k)(i1). must be distributed by the 

5 county treasurer in the relative proportions required by the mill levies for county purposes. exclusive of 

6 state and school district mill levies, and in the same manner as property taxes were distributed in the 

7 preceding fiscal year. 

8 (9) The department shall remit the amounts to be distributed in subsection 18) to the county 

9 treasurer by the following dates: 

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

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

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

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

14 year. 

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

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

17 year. 

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

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

20 calendar year. 

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

22 taxable value represented by all types of production taxed under 15-36-304 for the previous calendar year 

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

24 and for county bonding purposes." 

25 

26 NEW SECTION. Section 2. Effective date -- applicability. [This act] is effective July 1, 1997, and 

27 applies to oil and natural gas produced after June 30, 1997. 

28 -END-
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STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for HB0537, as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: An act revising the distribution of oil and natural 
gas production taxes; providing a distribution of oil and natural gas taxes to 
municipalities within a county as a result of increased production; and providing an 
effective date and an applicability date. 

FISCAL IMPACT: 

Expenditures: 
There is minimal impact to Department of Revenue expenditures under the proposed 
legislation. 

Revenues: 
The data necessary to determine the actual amount of revenue to be distributed to 
municipalities due to future increased production is not available. In general, 
municipalities in counties that experience increased production will receive tax revenues 
at the expense of counties and miscellaneous taxing Jurisdictions. 

TECHNICAL NOTE: 
The proposed legislation instructs county treasurers to quarterly distribute the tevenue 
from increased production to municipalities based upon the their relative taxable values 
to the county total. However, the proposed· legislation does not specify which taxable 
values to use when calculating the distribution. Taxable values are determined on a 
calendar year basis for property tax purposes, while oil and gas tax revenues are 
distributed quarterly. 

DAVE LEWIS, BUDGET DIRECTOR DATE MARION HANSON, PRIMARY SPONSOR 
Office of Budget and Program Planning 

Fiscal Note for HB0537, as introduced 
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