
Board	of	Oil	and	Gas	Considerations	for	Tax	Rate	
Selection	

• Future production levels and prices.

• Expenditures from special revenue account other than those
required for Board operations.

• Maintenance of an adequate reserve balance to accommodate
short-term price and production downturns.

• Concerns from industry and the Department of Revenue about the
costs incurred from frequent rate changes, either up or down.

• Expense reductions in past and current biennium (positions,
deferred expenditures).

• Maximum rate of 0.3 of 1% (§ 82-11-131, MCA)

• Rulemaking timeframe and delay to revenue collection:

o Up to six months for formal rulemaking

o Ninety-day notice of rate cand effective date to Department
of Revenue

o Delay in distribution of proceeds to 2 quarters after effective
date of rate change.
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Oil Production, Price, and Privilege and License Tax Rate History

Oil_Production Price

Reduced From 0.30% to 0.26%

To 0.18% To 0.09%

To 0.30%

Oil production and price are the 
dominant controls for P & L tax 
receipts
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SB 418 (2015), 
$1,350,000, 20%

Sage Grouse, $944,482, 
14%

Sage Grouse GIS, 
$141,998, 2%

St. Mary's, $300,000, 4%

MBMG, $600,000, 9%

BOGC Operations + 
Overhead, $3,529,208, 

51%

Expenditures from Special Revenue Account, FY 16 17

SB 418 (2015) Sage Grouse

Sage Grouse GIS St. Mary's

MBMG BOGC Operations + Overhead

(Transfer occurred 
upon approval during 

2015 session.)
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Sage Grouse, $614,786, 
12%

SG GIS, $3,084, 0%

St. Mary's, $300,000, 6%

MT Rural Water, 
$360,000, 7%

MBMG, $600,000, 11%
BOGC Operations + 

Overhead, $3,407,401, 
64%

Expenditures from Special Revenue Account, FY 18 19

Sage Grouse SG GIS
St. Mary's MT Rural Water
MBMG BOGC Operations + Overhead
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Oil Price

Tax Rate vs. Expenditures for FY 18‐19 Based Upon FY 2019 Production Levels
(Required tax rate is a function of oil price and production; expenditures reflect reductions enacted by the Board)

Tax rate necessary to meet Board 
operations plus non‐Board Expenditures.

Tax rate necessary to meet Board operations only.

Maximum tax rate of 3/10 of 1%
(§ 82‐11‐131 MCA)

FY 16‐17 Average EIA First‐
Purchaser Oil Price

Direct Board expenditures for FY 18‐19 are 
estimated to be 20% below authorized budget.
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§ 15‐36‐304(7) MCA ‐ Distribution to Oil and Gas Natural Resource
Distribution Account (OGNRDA) With Varying Tax Rate
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Effective rate to industry under § 15‐36‐304 MCA.
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Montana	Code	Annotated	2017	
TITLE	82.	MINERALS,	OIL,	AND	GAS		
CHAPTER	11.	OIL	AND	GAS	CONSERVATION	

Part	1.	Regulation	by	Board	of	Oil	and	Gas	Conservation		

Privilege	And	License	Tax		
§ 82-11-131. Privilege and license tax. (1) For the purpose of providing funds for defraying the

expenses of the operation and enforcement of this chapter and expenses of the board, an operator or 
producer of oil and gas shall pay an assessment not to exceed 3/10 of 1% of the market value of each 
barrel of crude petroleum produced, saved and marketed, or stored within the state or exported from 
the state and the same rate on the market value of each 10,000 cubic feet of natural gas produced, 
saved and marketed, or stored within the state or exported from the state.  

(2) The board shall, by rule adopted pursuant to the provisions of the Montana Administrative
Procedure Act, fix the amount of the assessment and may from time to time reduce or increase the 
amount of the assessment as the expenses chargeable against the oil and gas conservation fund may 
require. However, the assessment fixed by the board may not exceed the limits prescribed in this 
section. The amount of the assessment must be a percentage factor, not to exceed 100%, of the rate 
set forth in subsection (1), and the same percentage factor must be applied by the board in fixing the 
amount of the assessment on each barrel of crude petroleum produced and each 10,000 cubic feet of 
natural gas produced. A producer of the crude petroleum and natural gas shall pay the assessment 
on each barrel of crude petroleum and each 10,000 cubic feet of natural gas produced for the producer, 
as well as for another, including a royalty holder.  

(3) For the purposes of this section, the provisions of Title 15, chapter 36, part 3, apply to the
privilege and license tax assessment. 

History: En. Sec. 22, Ch. 238, L. 1953; amd. Sec. 1, Ch. 234, L. 1955; amd. Sec. 1, Ch. 198, 
L. 1957; amd. Sec. 1, Ch. 47, L. 1961; amd. Sec. 160, Ch. 147, L. 1963; amd. Sec. 1, Ch. 315, L.
1973; amd. Sec. 1, Ch. 130, L. 1974; amd. Sec. 81, Ch. 253, L. 1974; amd. Sec. 1, Ch. 413, L.
1975; amd. Sec. 1, Ch. 178, L. 1977; amd. Sec. 1, Ch. 254, L. 1977; R.C.M. 1947, 60-145(1) thru
(3); amd. Sec. 7, Ch. 201, L. 1979; amd. Sec. 5, Ch. 93, L. 1983; amd. Sec. 144, Ch. 370, L. 1987;
amd. Secs. 1, 2, Ch. 573, L. 1995.

Money	Earmarked	For	Board	Expenses		
§ 82-11-135. Money earmarked for board expenses. The state treasurer shall deposit all

money distributed to the board under 15-36-331 and collected under this chapter in the state special 
revenue fund. Subject to legislative fund transfers, the money must be used for the purpose of paying 
all expenses of the board and for no other purpose. The board shall use the money subject to biennial 
appropriations by the legislature. Income and interest from investment of the board's money in the 
state special revenue fund must be credited to the board.  

History: En. Sec. 22, Ch. 238, L. 1953; amd. Sec. 1, Ch. 234, L. 1955; amd. Sec. 1, Ch. 198, 
L. 1957; amd. Sec. 1, Ch. 47, L. 1961; amd. Sec. 160, Ch. 147, L. 1963; amd. Sec. 1, Ch. 315, L.
1973; amd. Sec. 1, Ch. 130, L. 1974; amd. Sec. 81, Ch. 253, L. 1974; amd. Sec. 1, Ch. 413, L.
1975; amd. Sec. 1, Ch. 178, L. 1977; amd. Sec. 1, Ch. 254, L. 1977; R.C.M. 1947, 60-145(7); amd.
Sec. 1, Ch. 277, L. 1983; amd. Sec. 3, Ch. 265, L. 1987; amd. Sec. 35, Ch. 15, Sp. L. July 1992;
amd. Sec. 48, Ch. 451, L. 1995; amd. Sec. 13, Ch. 466, L. 1997; amd. Sec. 4, Ch. 306, L. 2001;
amd. Sec. 13, Ch. 522, L. 2003; amd. Sec. 12, Ch. 312, L. 2011.
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Montana	Code	Annotated	2017	
TITLE	15.	TAXATION		
CHAPTER	36.	OIL	AND	GAS	PRODUCTION	TAX	

Part	3.	Oil	and	Gas	Production	Tax	Act		

Production	Tax	Rates	Imposed	On	Oil	And	Natural	Gas	‐‐	Exemption		
§ 15-36-304. Production tax rates imposed on oil and natural gas -- exemption.

… 

(7) (a) The tax rates imposed under subsections (2) and (5) on working interest owners and
nonworking interest owners must be adjusted to include the total of the privilege and license tax 
adopted by the board of oil and gas conservation pursuant to 82-11-131 and the derived rate for the 
oil and gas natural resource distribution account as determined under subsection (7)(b).  

(b) The total of the privilege and license tax and the tax for the oil and gas natural resource
distribution account established in 90-6-1001(1) may not exceed 0.3%. The base rate for the tax for 
oil and gas natural resource distribution account funding is 0.08%, but when the rate adopted pursuant 
to 82-11-131 by the board of oil and gas conservation for the privilege and license tax:  

(i) exceeds 0.22%, the rate for the tax to fund the oil and gas natural resource distribution account
is equal to the difference between the rate adopted by the board of oil and gas conservation and 0.3%; 
or  

(ii) is less than 0.18%, the rate for the tax to fund the oil and gas natural resource distribution
account is equal to the difference between the rate adopted by the board of oil and gas conservation 
and 0.26%.  

(c) The board of oil and gas conservation shall give the department at least 90 days' notice of
any change in the rate adopted by the board. Any rate change of the tax to fund the oil and gas natural 
resource distribution account is effective at the same time that the board of oil and gas conservation 
rate is effective.  

… 
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