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&m BILL NO. _if_-z
) _Mu,

INTRODUGED BY, £ .

A BILL FDR AN ACT ENTITLED: “AN ACT TO CLARIFY THE
DEDUCTION PROVISIONS OF THE NET PROCEEDS TAX ON MINGS
APPLICABLE TO NONMETALLTC MINES AND MINING CLAIMS; AMENDING

SECTIONS 15-23-502 AND 15-23-503, MCA."

3E TT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le Section 15-23-502¢ MCAy is amended (o read:
"15-23-502. Net proceeds tax -— statement of yielde.
Every person engaged in mininge extractinges or producing
from any quartz vein or lodey placer claims dump or
tailingsy or other place or source whatever precious stones
or gemsy vermiculitey bentonites or other valuable mineraly
excaept coal and metalss must on or before March 31 each year
make out a statement of the gross yield and value of the
above-named metals or minerals from each mine owned or
worked by such person during the year preceding January 1 of
the year in which such statement is made. Such statement
shall be Iin the form prescribed by the department of revenue
and must be verified by the oath of the person completing
the statement or the managery superintendent, agenty
presidenty or vice-presidenty if a corporations associations

ar partnersnips and must be delivered to the department on
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or before March 3. Such statement shall show the following:

{1) the name and address of the owner or tlessee or
operator of the mines together with the names and addresses
of any and all persons owning or claiming any royalty
interest in the mineral product of such mine or the proceeds
derived from the sale thereofs and the amount or amounts
paid or yielded as royalty to each of such persons during
the period covered by the statement;

{2) the description and location of the mine;

{3) the number of tons of ores barrels of petrocleums
cubic feet of natural gasy or other mineral products or
depnsits extractedy producedy and treated or scld from the
mine during the period covered by the statement;

{4) the amount and character of such oress mineral
praductsy oOr deposits and the yield of such oress minaral
productsy or deposits from such mine inl constituents of
comrercial value; that ises barrels of petroleum or other
crude or mineral oils cubic feet of natural qgass or other
commercially wvaluable constituents of the oress mineral
praductsy or depositse measured by standard wunits of
measuremanty yielded to such pergon 50 engaged in mining and
te each royalty holders if anys during the period covered Ly
the statement;

{5) the gross yield or value in dollars and cents;

() cost of extracting from the mine;

—2- INTRODUCED BILL
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{(7) cost of transporting to place of reduction or
sala;

{8) cost of reduction or sale;

{9) cost of marketing the product and conversion of
same into moneys

(10) cost of constructions repairses and betterments of
mines and cost of repairs and replacements of reduction
workssg

(11) the assessed valuation of reduction works for the
calendar year for which such retdrn is made;

{12) cost of fire insurances ond workers' compensation
instrances__ hoiler _and _machinery _insurances__and _public
liability insurance paid for the mine;

413} cost of a reduction or bepeficiation process;

{1%) cost of welfare aod _retiremeot _fund_ _paymepts
provided for ip wage contracts;

{12).cost of gross mineral and excise taxes paid io the
state of Montapai and

{16) adeinistrative costs _attributable to the.support
of the mine or to the redyction or . bepeficiation _processe®

Section 2. Section 15~-23-503, MCAs is amended to read:

®15-23-503. Net proceeds =-- how computeds (1) The
department of revenue shall calculate from the returns the
gross product yielded from such mine and its gross value for

the year covered by the Statement and shall calculate and
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compute the net proceeds of the mine yielded to the person
engaged in mininges Net proceeds shall be determined by
subtracting from the value of the gross product thereof the
following:

{a) all royalty paid or apportioned in cash or in kind
by the person so engaged in mining;

(b) all moneys expanded for necessary tapors
machinerys and supplies needed and wused in the mining
oparations and developmentsy__including _casts for offjices
clericals olant_ securitys engineerings. geglogicals __and
assaying _and _sappling _services. Jod. thoss.administrative
casts allocable to the Moptana mining operaticn;

{c) all moneys expended for improvementsy repairss and
betterments necessary in and about the working of the mines
except as hereinafter provided;

{d) all moneys expended for costs of repagirs and
replacements of the milling and rseduction works wused in
connection with the mine;

{€) depreciation in the sum of 6% of the assessed
valuation of such milling and reduction works for the
catandar year for which such return is made;

{(f) all moneys actually expended for transporting the
ores and mineral products or deposits from the mines to the
mill or reduction works or to the place of sale and for

extracting the wmetals and wminerals therefrom and for

.
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marketing the product and the conversion of the same into
moneays;

tg) all moneys expended for fire taxess insurancep and
workerst-compensotion-+nsurance-and--for--payments--py--mine
eperators—ee costss _including welfare and retirement funds
when-provided-for-in-wage—contracts-between——mime-—operators
and--employees costs reported jp the statement required in
15=23-502e

{2) 1n computing the deductions allowable for repairsy
improvementss and betterments to the miney the department
shall allow 10X of such cost each yeaf for a period of 10
Yyearse

{3) No moneys invested in mines or improvements may be
allowed as a deduction unless all wmachinerys egquipments and
ouildings represented by such wooneys are returned to the
county in which such mine is located for assessment purposes
at the level of assessment of all other property in such
county.

{#} No moneys invested in the mines and improvaments
during any year except the year for which such statement s
made and except as provided in this section may be included
in such expenditurase and such expenditures may not include
the salaries or any portion thereof of any person or officer
not actually engaged in the working of the mine or

superintending the management thereofs except those persons

-
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RrLeyviding services referred to in subsection {11{b} or thoje
engaged__jn__the sale and marketing _of <the product aad
conversion of the sage into moneys including . adeipistrative
pecsonnel .

—End-

B



STATE OF MDNTANA
REQUEST NO.

FISCAL NOTE '

Form BD-153

N cahpiignce with a written request received

>
)

February 2, 19__§3

_House Bill 582

for

25 __ ,.there is hereby submmted a Fiscal ﬁlme

pursuant to Chapter 53, Laws of Montana, 1965 L'Tharty Ninth Legnslatwe Assembly.

Background information used in developing this Fiscal Note is available from the Office of Bugget and Program Planning, to members
. 1 . f

of the ! egisiature upon request.

‘lE

DESCRIPTION OF PROPOSED LEGISLATION:

House Bill 582 clarifies the deduction provisions of the net proceeds tax on mines
applicable to nonmetallic mines and mining claims.

FISCAL IMPACT:

The proposal should have a significant impact on taxes collected from miscellaneous i

mines net proceeds, although it is impossible to estimate the precise impact since

1

the likely increase in deductions is not known.

The department has estimated the loss in net proceeds resulting from the allowance
of a deduction for taxes paid on mineral production. In 1982, miscellaneous mines
net proceeds totalled $6,069,290 statewide. The deduction of taxes on production
would decrease net proceeds by approximately $1,410,000; producing a revenue loss of

$8,460 to the university levy, $56,400 to the school equalization levy and $241,480

to the producing counties each year.

Extending deductions for insurance, employee benefits, beneficiation, an administrative

costs serve to further the revenue loss.

Administrative cests could result in a 20

to 25% additional reduction in the net proceeds of miscellaneous mines.

FISCAL NOTE 11:B/1

Ped W

BUDGET DIRECTOR
Office of Budget and Program Pianning

~§- 53

Date:
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Approved by committee
on Taxation

1 M_ BILL NOe ﬁfg 1 or before March 31. Such statement shall show the following:

2 INTF;DDUCED ay . “M.,_ 2 (1} the name and address of the owner or lessee or
3 3 operator of the mines together with the names and addresses
4 A BILL FOR AN ACT ENTITLED: "AN ACT TO CLARIFY THE & of any and all persons owning or claiming any royalty
5 DEDUCTION PROVISIONS OF THE NET PROCEEDS TAX ON MINES 5 interest in the mineral product of such mine or the proceeds
& APPLICABLE TO NONMETALLIC MINES AND MINING CLAIMS; AMENGING 6 derived from the sale thereofy and the amount or amounts
7 SECTYIONS 15-23~-%02 AND 15-23-503, MCA."™ T paid or yielded as royalty to each of such persons during
a a the period covered hy the statement;

9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 9 {2} the description ang }ocation of the mine;

10 Section l. Section 1%-23-502, MCAy is amended to read: 10 {3) the number of tons of ores barrels of petroleums
11 "15-23~-502. MNet proceeds tax -- statement of yield. 11 cubic feet of natural gass or other mineral products or
12 Every person engaged in mininges extractings or producing 12 deposits extractedsy produceds and treated or sold from the
13 from any quartz vein or lodes placer claims dump or 13 mine during the period covered by the statement;

1% tailingsy or other place or source whatever precious stones 14 {4) the amount and character of such oress mineral
15 or gemss vermiculites bentonites or other valuable minerals 15 productsy or deposits and the yield of such oresy mineral
16 except coal and metalss must on or before March 31 each year 16 productss or deposits from such mine in constituents of
17 make out 3 statement of the gross yield and value of the 17 commercial value; that iss barrels of petroleum or other
18 above=-named metals or minerals from each mine owned or 18 crude or wmineral oily cubic feet of natural gase or other
19 worked by such person during the year preceding January 1 of 19 commercially valuable constituents of the orese: mineral
20 the year in which such statement is made., 3Such statement 20 productsy or depositsey measured by standard units af
21 shall be in the form prescribed by the department of revenue 21 measuramenty yielded to such person so engaged in mining and
22 and must be verified by the ocath of the person completing 22 to each royalty holders if anys during the period covered by
23 the statement or the managery superintendent, agents 23 the statement;

2% presidenty or vice-presidenty if a corporations associations 24 {5) the gross yield or value in dellars and cents;

25 or partnersnipes and must be delivered to the department on z% (¢) cost of extracting from the mine;

-2- SECOND READING
LGy s
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{7T) cost of transporting to place of reduction or
sale}

{8) cost of reduction or sale;

{?) cost of marketing the product and conversion of
same into moRoy;

(10) cost of constructions repairss and betterments of
mines and cost of repalirs and replacements of reduction
workss

(1) the assessed valtuation of reduction works for the
calendar year for which such return is made;

{12) cost of fire insurances emd workers® compensation
insurances _ Roliler .agd sachioery jinsurances__and_.public
liability insuramce paid for the mime:

{133 cost of 3 reduction or heoseficiation processi

i4)cost _of _welfare and eeticresent . fund paymeoks
provided for in sage congkractsi

{1%) cost of gross RineLal and axcise tades.pidid to tbe
state of Montapai. and

116} admipistratiye _costs _atiributable to the support
of the mipe of to the reduction.or .benefigiation process.”

Section 2, Section 15-23-503, MCAy is amended to read:

®15-23-503+ Net proceeds -~- how coaputede (1) The
department of revenue shall calculate from the returns the
gross product yielded from such mine and its gross value for

the year covered by the statement and shall calculate and
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compute the net proceeds of the mine yielded to the person
engaged in minings Net proceeds shall be determined by
subtracting from the value of the gross product thereof the
following:

{a) all royalty paid or apportiened in cash or in Kind
by the person so engaged in mining;

(b) all moneys expended for necessary labory
machinerys and supplies needed and wused in the aining
operations and develapmentsy _including. costs _for offices
clericals _plagt  securjtys engineecings geclogicals __and
assaying .and  sappling  secvices  and _those adatoistcative
sosts allocable ig the Moptana mining oparatiooi

{c) all moneys expended for improvementsy repairss and
betterments necessary in and about the working of the winesy
except as hereinafter providedi

{d) all mencys expended For costs of repairs and
replacements of the milling and reduction works wused in
connection with the mine;

{e)} depreciation in the sum of 6% of the assessed
valuation of such milling and reduction works for the
calendar year for which such return is made;

{f) all moneys actually expended for transporting the

ores and mineral products or deposits from the mines to the

-miMl ar reduction works or to the place of sale and For

extracting the metals and wminerals therefrom and for

by
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marketing the product and the conversion of the same into
honey;

{3) all moneys expended for f#re Laxess insurancep and
werkersi-pompensation-insdrance-and-——for--payments—-by--mine
operaters-——%e [Ostss including welfare and retirement fonds
when-provided-for—+n-wage-contracta-between——-mihe——operators
and--empteyees costs reported.in the statement cequired.in
15-23-5Q2.

{2) In computing the deductions allowable for repairss
improvementsy and betterments to the mine, the departmeat
shall allow 10% of such cost each year for a period of 10
yearse

{3} No moneys invested in mines or improvements may Le
allowed as a deduction unless all machinerys equipments and
puildings represented by such moneys are returned to the
county in which such mine is located for assessment purposes
at the level of assessment of all other property in such
county.

{4} No moneys invested in the aines and improvements
during any year except the year for which such statement is
made and except as provided in this section may be included
in such expendituress and such expenditures may not include
the salaries or any portion thereof of any person or officer
not actually engaged in the working of the mine or

superintending the management thereofs except thgsse persons

-5
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providing services-referred to in subsection (114h) or these
engaged. _ia-_the_  sale  and. marketing _of the  product aad
conyersion of the sage igte mopeys including  gdmipistcative
personngl .= 7

-End-

-6—
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HOUSE BILL NO. 5382
INTRODUCED BY SWITZER, MUELLER

A BILL FDR AN . ACT ENTITLED: *aAN ACT TO CLARIFY THE
DEOUCTION PROVISIONS OF THE NET PROCEEDS TAX ON MINES
APPLICABLE TO NONMETALLIC MINES AND MINING CLAIMS; AMENDING

SECTIONS 15-23-502 AND 15-23-503, MCA."

BE YT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le. Section 15-23-502+ MCAs Is amended to read:
"15-23~502a Net proreeds tax -= statement of yield.

Every person engaged in minings extractings or producing

from any quartz veia or lodes placer claime dump or

tailingss or other place or source whataver precious stones
or gemsy vermiculltes bentonitey or other valuable mineral,
except coal and metalss must on or before March 31 each year
make out a statement of the gross yield and value of the
above-named metals aor minerals from each mine owned or
worked by such person during the year preceding January 1 of
the year In which such statement is wmade. Such statement
shall be in the form prescribed by the department of revenue
and must be verified by the cath of the person completing
the statement or the fmanagers superintendent, agente
presidentes or vice-presidents if a corperationy associations

or partnerships and pust be delivered to the department on
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or hefore March 3k. Such statement shall show the following:

{1) the name and address of the owner or lessee or
operator of the mines together with the names and addresses
of any and all persons ownkng or clalming any royalty
interest in the mineral product of such mine or the proceeds
derived from the sale thereofs and the amount or amounts
paid or yielded as royalty to each of such persons during
the period covarad by the statement;

{2) the description and location of the aine;

(3) the number of tons of ores barrels of petroleoums
cubic feet of natural gass or other mineral products or
deposits extracteds produced, and treated or sold from the
mine during the period covered by the statement;

{4#) the amount and character of such orese mineral
productss or deposits and the yield of such orese mineral
praductss or deposits from such mine in constituents of
commercial valua; that isy barrels of petroleum or other
crude or mineral oils cubic feet of natural gase or other
commerclially valuable constituents of the oress nlneral
productss or depositsy measured by standard wunits of
measuramenty yielded to such person so engaged in mining and
to each royalty hclders if anyy during the period covered by
the statement;

{5) the gross yleld or value In dollars and centss

(56) cost of extracting from the mine;
-2~ HB 582
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{7) cost of transporting to place of reduction or
sale;

{8) cost of reduction or sale;

{9} cost of marketing the product and conversion of
same [nto moneyl

(10) cost of constructions repairsy and betterments of
mines and cost of repalrs and replacements of reduction

works;

(l1) the assessad valuation of reduction works for the-

calendar year for which such return is wmade;

{12) cost of fire insurances and workers® compensation
insurances___ hailac. apd _maghioecy _insurancgss " sod _gublic
liability insuxance pald_for the mines REQUCTION _MORKS. OR
BENEFICIATION PROCESSS

ti2$413) cost of _welfars and. coetirement fund paymsots

t263014), adaiolstrative  costs INCUERED _ IN___ MONTANA

or_bauaficiation DIOCESS "
Section 2, Section 15-23-503y MCAy 15 amended to read:
%15-23~503. Net proceeds -~ how computeds (1) The

department of revenue shall calculate from the raturns the

-3~ HB 582
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gross product yielfded from such aine and its gross value for
the year coveraed by the statement and shall calculate and
computz the net proceeds of the mine yielded to the person
engaged in minings Net proceeds shall be determined by
subtracting from the value of the gross product thereof the
follomings:

{a} all royalty paid or apportioned in cash or in kind
by the person s0 engaged in minlng}

(b) all |onays expended for neacessary labore
machineryy and supplies needed and used in the mining
oparations and developmentss__including costs _for offices
clsricals __plant  secucitys. eiaginsecinga _gsolagicala _aond
costs npiiscebis PERIAINING to_tbe_ Montana sining oparation:

fc) al)l moneys expended for improvementsy repairs, and
betterments necessary in and about the working of the mines
excapt as hereinafter provided;

{d) all moneys expendeqd for costs of repairs and
replacements of the milling and reduction works used in
connection with the mine;

{e) depreciation in the sum of 6% of the assessed
valyation of such ®milling and reduction works for the
calendar year for which such return is amade;

{f} all moneys actually expendad for transporting the

ores and mineral products or deposits from the mines to the

e HB 582
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milt or reduction works or to the place of sale and for
extracting the wmetals and wminerals therefrom and for
marketing the product and the conversion of the same into
noney;

(g) all moneys expended for f+re Laxess insurances and
workersi-compensetion—insurance-and-——~Efor-~payments-——by--nine
operatora--+o COstSs_ including welfare and retirement fands
when~orovided-for-in-wage—contrecta-between--mine-—-operators
and--emptoyees gosts _reported i the stateaent requirdd.in
15=23~302~

{2) 1n cemputing the deductions allowable for repairsy
improvementss and betterments to the wriney the department
shall allow 10% of such cost sach year for a period of 10
years.

{3) No moneys invested in mines or improvements may be
allowed as a deduction unless all machinerys equipmenty and
buildings represented by such moneys are returned to the
county in which such mine Is located for assessment purposes
at the level of assessment of al) other property in such
countys

(#} MNo moneys invested in the mines and improvements
during any year except the year for which such statement is
made and except as provided in this section may be included
In such expendituraessy and such expenditures may not include

the salaries or any portion thereof of any person or officer

-5- HB 582
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not actually engaged: in the working of the mine or
superintanding the management thereofy gxcept those persans
acoxidiog services ceferred Lo in subsecijop (1)gh) or thase
engaged _in__the _sale_ _aod . macketing of _the. . prdduct_aod

ceonyersign of the same_into mdneys locluding . adminlstrative
pecsohnel.®

-End-

-6 HB 582



March 31, 1983

SENATE STANDING COMMITTEE REPORT
(Taxation)

That House Bill No. 582 be amended as follows:

1. Title, line 4
Following: ™"AN ACT TO"
Strike: "CLARIFY THE"

2, Title, line 5.

Following: 1line 4

Strike: "DEDUCTION PROVISIONS OF"

Insert: "PROVIDE ADDITIONAL DEDUCTIONS ON"
Following: "PROCEEDS"

Strike: "TAX ON"

Insert: OF"

3. Title, line 7.
Following: "15-23-503, MCA"
Insert: "; AND PROVIDING AN APPLICABILITY DATE"

4. Page 3, line 20 through line 22

Following: " (14)"

Strike: remainder of line 20 through "process"™ on line 22

Insert: "Cost of testing extracted minerals for the purpose of
satisfying federal or state health and safety 1laws or
regulations, the cost of plant security in Montana, the cost of
assaying and sampling the extracted minerals, and the costs
incurred in Montana for engineering and geological services for
existing mining operations, but not including any such services
beyond the stage of reduction and beneficiation of the
minerals.”

5. Page 4, line 11.

Following: "developments"

Strike: ", including the costs for office, clerical, plant
security, engineering, geological, and assaying and sampling
services and those administrative costs aiieeabie PERTAINING to
the Montana mining operation”

6. Page 5, line 5.
Following: "“£iye™
Strike: "taxes,"
Following: “insurance"
Strike: ","

7. Page 5, line 7.
Following: "eperaters-te"
Strike: "costs, including”




SENATE STANDING COMMITTEE REPORT
Taxation - House Bill No. 582
March 31, 1983

Page 2

8. Page 5, line 10.
Following: "15-23-502"
Strike: "."

Insert: ";"

9. Page 5, line 11,
Following: 1line 10

Insert: " (h) All moneys expended for necessary labor, equipment,
and supplies for testing minerals extracted to satisfy federal
or state health and safety laws or regulations, for plant
security in Montana, for assaying and sampling the extracted
minerals, and for engineering and geological services conducted
in Montana for existing mining operations, but not including
any such services beyond the stage of <reduction and

"beneficiation of the minerals."

10. Page 6, line 2,
Following: "thereof"
Strike: remainder of line 2 through line 6

Insert: "NEW SECTION. Section 3. Applicability date. This act

is applicable to taxable periods beginning after December 31,
1982."
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