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March 15, 1985 

March 16, 1985 

March 18, 1985 

March 19, 1985 

HOUSE BILL NO. 652 

INTRODUCED BY SWITZER, DARKO 

IN THE HOUSE 

Introduced and referred to 
Committee on Taxation. 

Fiscal Note requested. 

Fiscal Note returned. 

Committee recommend bill do 
not pass as amended. Report 
adopted. 

On motion, taken from adverse 
committee report and 
rereferred to Committee on 
Taxation. 

Bill printed and placed on 
members' desks. 

New Fiscal Note requested. 

New Fiscal Note returned. 

Committee recommend bill do 
pass as amended. Report 
adopted. 

Bill printed and placed on 
members' desks. 

Second reading, do pass. 

Considered correctly 
engrossed. 

Third reading, passed. 

Transmitted to Senate. 



March 20, 1985 
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April 9, 1985 

April 11, 1985 

April 12, 1985 

April 13, 1985 
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IN THE SENATE 

Introduced and referred to 
Committee on Taxation. 

Committee recommend bill be 
concurred in. Report adopted. 

Second reading, concurred in. 

On motion, taken from third 
reading and referred to second 
reading. 

Second reading, concurred in 
as amended. 

Third reading, concurred in. 
Ayes, 50; Noes, 0. 

Returned to House with 
amendments. 

IN THE HOUSE 
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Received from Senate. 

Second reading, amendments 
concurred in. 

Third reading, amendments 
concurred in. 

Sent to enrolling. 

Reported correctly enrolled. 
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INTRODUCED BY~ ~~ 

A BILL FOR AN ACT ENTITLED: "AN ACT TO ALLOW THE DEDUCTION 

OF CERTAIN COSTS FROM THE NET PROCEEDS TAX ON MINES 

APPLICABLE TO NONMETALLIC MINES AND MINING CLAIMS; AMENDING 

SECTIONS 15-23-502 AND 15-23-503, MCA; AND PROVIDING AN 

APPLICABILITY DATE." 

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

Section l. Section 15-23-502, MCA, is amended to read: 

"15-23-502. Net proceeds tax -- statement of yield. 

Every person engaged in mining, extracting, or producing 

from any quartz vein or lode, placer claim, dump or 

tailings, or other place or source whatever precious stones 

or gems, vermiculite, bentonite, or other valuable mineral, 

except coal and metals, 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 rn1ne owned or 

worked by such person during the year preceding January l of 

the year in which such statement is made. Such statement 

shall be in the form prescribed by the department of revenue 

and must be verified by the oath of the person completing 

the statement or the manager, superintendent, agent, 

president, or vice-president, if a corporation, association, 
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or partnership, and must be delivered to the department on 

or before March 31. Such statement shall show the following: 

(l) the name and address of the owner or lessee or 

operator of the mine, 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 thereof, 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 ore or other mineral 

products or deposits extracted, produced, and treated or 

sold from the mine during the period covered by the 

statement; 

(4) the amount and character of such ores, mineral 

products, or deposits and the yield of such ores, mineral 

products, or deposits from such m1ne in constituents of 

commercial value; that is, commercially valuable 

constituents of the ores, mineral products, or deposits, 

measured by standard units of measurement, yielded to such 

person so engaged in mining and to edch royalty holder, if 

any, during the period covered by the statement; 

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

{6) cost of extracting from the mine; 

(7) ccst of lransporting to place of reduction or 

-2- INTRODUCED BILL 
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sale; 

(8) cost of reduction or sale; 

(9) cost of marketing the product and conversion of 

same into money; 

(10) cost of construction, repairs, and betterments of 

mines and cost of repairs and replacements of reduction 

works; 

(11) the assessed valuation of reduction works for the 

calendar year for which such return is made; 

(12) cost of fire insurance, workers• compensation 

insurance, boiler and machinery insurance, and public 

liability insurance paid for the mine, reduction works, or 

beneficiation process; 

(13) cost of welfare and retirement fund payments 

provided for in wage contracts; a"d 

(14) cast of testing extracted minerals for the purpose 

of satisfying federal or state health and safety laws 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•l 

(15) cost of mine reclamation; and 

(16) costs of office, clerical, and administrative 
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services necessary to the operation of the mine or the 

reduction or beneficiation process and performed in the 

vicinity of such operation or processes." 

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

"15-23-503. Net proceeds how computed. 11) 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 

compute the net proceeds of the mine yielded to the person 

engaged in mining. 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 expended for necessary labor, 

machinery, and supplies needed and used in the mining 

operations and developments; 

(c) all moneys expended for improvements, repairs, and 

betterments necessary in and about the working of the mine, 

except as hereinafter provided; 

(d) all moneys expended 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 

valuation of such milling and reduction works for the 

-4-
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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 

mill or reduction works or to the place of sale and for 

extracting the metals and minerals therefrom and for 

marketing the product and the conversion of the same into 

money; 

{g) all moneys expended for insurance and welfare and 

retirement costs reported in the statement required in 

15-23-502; 

(h) all moneys expended for necessary labor, 

equipment, and supplies for Cesting 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•L 

(i) all moneys expended for mine"reclamat1on; 

(j) costs of office, clerical, and administrative 

serv1ces necessary to the operation of the mine or to the 

reductio~ or beneficiation__p~ocess and performed in the 

vicinity at such operation or process~~ 

(2) In computing the deductions allowable far repairs, 

improvements, and betterments to the mine, the department 
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shall allow 10% of such cost each year for a period of 10 

years. 

(3) No moneys invested in mines or improvements may be 

allowed as a deduction unless all machinery, equipment, 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 all other property in such 

county. 

{4) No 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 expenditures, 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~ 

reduction or __ E~neficiation process, or superintending the 

management ti"l~t"@Of of sucl_? _____ operations or of the offi~~ 

clerical, and admi_!'listrative servit:_es necess~_thereto." 

NEW SECTION. Section 3. Extension of authority. Any 

existing authority of the department of revenue to make 

rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

NEW SECTION. Section 4. Applicability date. This act 

1s applicable to taxable years beginning after December 31, 

1985. 

-End-
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STATE OF MONTANA 
REQUEST NO. FNN 338.,-85 

F I S C A L N 0 T E 
Form BD-15 

In compliance with a written request received February 5, 19 85 , there is hereby submitted a 
Fiscal Note for H.B. 652 pursuant to Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA). 
Background information used in developing this Fiscal Note is available from the Office of Budget and Program 
Planning, to members of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act to allow the deduction of certain costs from the net proceeds tax on mines applicable to nonmetallic 
mines and mining claims; amending sections 15-23-502 and 15-23-503, MCA; and providing an applicability date. 

ASSUMPTIONS: 
1. The taxable value of nonmetallic mines is assumed constant at the 1984 level of $7,898,511. 
2. Based on audited returns that have claimed these costs, it is estimated that allowing proposed 

deductions will reduce taxable values by 25% on the average. 
3. The taxable value of the state will be $2,444,888,889 in FY 87. 
4. Mill levies are assumed to be 6 mills for the university levy, 45 mills for the school foundation 

levy, and 169 mills for local governments. 

FISCAL IMPACT: 
This proposal would not have any impact on the 1986-87 biennium because the act would be applicable to taxable 
years beginning after December 31, 1985. An estimate for FY 88 and beyond has been provided below. 
Revenue: FY 88 and Beyond 

Under Under Estimated 
Current Law Proposed Law Decrease 

University Levy $ 14,669,333 $ 14,657,485 $(11,848) 
School Foundation Levy 110,020,000 109,931,142 (88,858) 

EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURES: 
Local government revenues would be reduced by approximately 
approximately 60% of this revenue. 

$333,712 in FY 88. Lincoln County would lose 

/)hu,£ ~ LLI} ~ 
BUDGET DIRECTOR v 
Office of Budget and Program Planning 

FN7:F/2 Date: F.J; II, J~r.r 
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HOUSE BILL NO. 652 

AS AMENDED 
RECOMMEND DO NOT PASS 

INTRODUCED BY SWITZER, DARKO 

A BILL FOR AN ACT ENTITLED: "AN ACT TO ALLOW THE DEDUCTION 

OF CERTAIN COSTS FROM THE NET PROCEEDS TAX ON MINES 

APPLICABLE TO NONMETALLIC MINES AND MINING CLAIMS; AMENDING 

SECTIONS 15-23-502 AND 15-23-503, MCA; AND PROVIDING AN 

APPLICABILITY DATE." 

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

Section 1~ Section 15-23-502, MCA, is amended to read: 

"15-23-502. Net proceeds tax -- statement of yield. 

Every person engaged in mining, extracting, or producing 

from any quartz vein or lode, placer claim, dump or 

tailings, or other place or source whatever precious stones 

or gems, v~rmiculite, bentonite, or other valuable mineral, 

except coal and metals, 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 in the form prescribed by the department of revenue 

and must be verified by the oath of the person completing 

the statement or the manager, superintendent, agentr 

president, or vice-president, if a corporation, association, 
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or partnership, and must be delivered to the department on 

or before March 31~ Such statement shall show the following: 

(1) the name and address of the owner or lessee or 

operator of the mine, 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 thereof, 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 ore or other mineral 

products or deposits extracted, produced, and treated or 

sold from the mine during the period covered by the 

statement; 

(4} the amount and character of such ores, mineral 

products, or deposits and the yield of such ores, mineral 

products, or deposits from such mine in constituents of 

commercial value; that is, commercially valuable 

constituents of the ores, mineral products, or deposits, 

measured by standard units of measurement, yielded to such 

person so engaged in mining and to each royalty holder, if 

any, during the period covered by the statement: 

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

(6) cost of extracting from the mine; 

(7) cost of transporting to place of reduction or 

-2- HB 652 
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sale; 

(8} cost of reduction or sale; 

(9} cost of marketing the product and conversion of 

same into money: 

(10) cost of construction, repairs, and betterments of 

mines and cost of repairs and replacements of reduction 

works; 

(ll) the assessed valuation of reduction works for the 

calendar year for which such return is made: 

(12) cost of fire insurance, workers' 

insurance, boiler and machinery insurance, 

compensation 

and public 

liability insurance paid for the mine, reduction works, or 

beneficiation process; 

(13) cost of welfare and retirement fund payments 

provided for in wage contracts; ~nd 

(14) cost of testing extracted minerals for the purpose 

of satisfying federal or state health and safety laws 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•L 

1..!.~ cost of mine reclamation; and 

(16) costs, NOT TO EXCEED 5% OF THE GROSS YIELD DURING 

-3- HB 652 
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THE YEAR, of office, clerical, and administrative services 

necessary to the op~ration of the mine or the reduction or 

beneficiation process and performed in the vicinity.~£ such 

operation or processes. 11 

Section 2. 

11 15-23-503. 

department of 

Section 15-23-503, MCA, is amended to read: 

Net proceeds -- how computed. {l) The 

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 

compute the net proceeds of the mine yielded to th~ pe£son 

engaged in mining. 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 expended for 

machinery, and supplies needed and 

operations and developments; 

necessary labor, 

used in the mining 

(c) all moneys expended for improvements, repairs, and 

betterments necessary in and about the working of the mine, 

except as hereinafter provided; 

(d) all moneys expended 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 

-4- HB 652 
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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 

ares and mineral products or deposits from the mines to the 

mill or reduction works or to the place of sale and for 

extracting the metals and minerals therefrom and for 

marketing the product and the conversion of the same into 

money; 

{g) all moneys expended far insurance and welfare and 

retirement costs reported in the statement required in 

15-23-502; 

(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 a·ssaying 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~L 

(i) all moneys expended for mine reclamation: 

~osts, NOT TO EXCEED 5\ OF THE GROSS YIELD DURING 

THE YEAR, of office, clerical, and administrative services 

necessary to the operation of the mine or to the reduction 

or beneficiation process and performed in the vicinity of 

such operation or processes. 

-5- HB 652 
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(2) In computing the deductions allowable for repairs, 

improvements, and betterments to the mine, the department 

shall allow 10% of such cost each year for a period of 10 

years. 

(3) No moneys invested in mines or improvements may be 

allowed as a deduction unless all machinery, equipment, 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 all other property in such 

county. 

{4) No 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 expenditures, 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~ 

reduction or beneficia~rocess, or superintending the 

management tn~r~e£ of such operations or of the office, 

clerical, and administrative services necessary thereto.'' 

NEW SECTION. Section 3. Extension of authority. Any 

existing authority of the department of revenue to make 

rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

NEW SECTION. Section 4. Applicability date. This act 

is applicable to taxable years beginning after December 31, 

-6- HB 652 
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ON TAXATION 
AS AMENDED 

HOUSE BILL NO. 652 

INTRODUCED BY SWITZER, DARKO 

A BILL FOR AN ACT ENTITLED: "AN ACT TO ALLOW THE DEDUCTION 

OF CERTAIN COSTS FROM THE NET PROCEEDS TAX ON MINES 

APPLICABLE TO NONMETALLIC MINES AND MINING CLAIMS; AMENDING 

SECTIONS 15-23-502 AND 15-23-503, MCA; AND PROVIDING AN 

APPLICABILITY DATE." 

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

Section 1. Section 15-23-502, MCA, is amended to read: 

"15-23-502. Net proceeds tax -- statement of yield. 

Every person engaged in mining, extracting, or producing 

from any quartz vein or lode, placer claim, dump or 

tailings, or other place or source whatever precious stones 

or gems, vermiculite, bentonite, or other valuable mineral, 

except coal and metals, 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 in the form prescribed by the department of revenue 

and must be verified by the oath of the person completing 

the statement or the manager, superintendent, agent, 

president, or vice-president, if a corporation, association, 
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or p~rtnership, and must be delivered to the department on 

or before March 31. Such statement shall show the following: 

(l) the name and address of the owner or lessee or 

operator of the mine, 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 thereof, 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 ore or other mineral 

products or deposits extracted, produced, and treated or 

sold from the mine during the period covered by the 

statement: 

(4) the amount and character of such ores, mineral 

products, or deposits and the yield of such ores, mineral 

products, or deposits from such mine in constituents of 

commercial value; that is, co~ercially valuable 

constituents of the ores, mineral products, or deposits, 

measured by standard units of measurement, yielded to such 

person so engaged in mining and to each royalty holder, if 

any, dur.ing the period covered by the statement; 

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

(6) cost of extracting from the mine; 

(7) cost of transport.ing to place of reduction or 

-2-
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sale; 

(8) cost of reduction or sale; 

(9) cost of marketing the product and conversion of 

same into money; 

(10) cost of construction, repairs, and betterments of 

mines and cost of repairs and replacements of reduction 

works; 

(11) the assessed valuation of reduction works for the 

calendar year for which such return is made; 

(12) cost of fire insurance, workers' compensation 

insurance, boiler and machinery insurance, and public 

liability insurance paid for the mine, reduction works, or 

beneficiation process; 

(13) cost of welfare and retirement fund payments 

provided for in wage contracts; and 

of 

(14) cost of testing extracted minerals for the purpose 

satisfying federal or state health and ·safety laws 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•l AND 

(15) cost of mine reclamation 7-snd 
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~Hs-~~BAR, ef-e£f~eer~eier~es±T~Snd-admin~~erat~v~-~er~ices 

neeessary-eo-the_.eperation-ef-ehe-m.±ne-or-et~:e--redttet:±ott--o·r 

&enef±eiation--~reeess-and-perfermed-±n-the-vie~n±t:r-e£-~ttch 

eperati-on-er-proeeesee. •• 

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

"15-2 3-50 3. Net proceeds how computed. (1) The 

department of revenue shall calculate from the ·returns the 

gross product yielded from such mine an.d its gross value for 

the year covered by the state·ment and shall calculate and 

compute the net proceeds of the mine yielded to the person· 

engaged in mining. Net p~oceeds 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 expended 

machinery, and supplies needed 

operations and developments; 

for 

and 

necessary labor, 

used in the mining 

(c) all moneys expended for improvements, repairs,· anc 

betterments necessary in and about the working of the mine. 

except as hereinafter provided; 

(d) all moneys expended for costs of repairs and 

replacements of the milling and reduction works used i.G 

connection with the mine; 

(e) depreciatien in the s-um ~of- 6\ of the assessed 

-4- HB 652 
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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 

mill or reduction works or to the place of sale and for 

extracting the metals and minerals therefrom and for 

marketing the product and the conversion of the same into 

money: 

(g) all moneys expended for insurance and welfare and 

retirement costs reported in the statement required in 

15-23-502; 

(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•L AND 

(i) all moneys expended for ·mine reclamation~ 

tjt--costs7 -N9~-~9-BM€EEB-5%-9P-~HE-SR955-~fEbB--BHRfNS 

THE--~BART of-o~fiee7-e%er±ea%,-8nd-aemini~~ra~iv~-~ervie~~ 

n~ee~~ary-eo-the-operatio~-of-the-mine-or-to--the--redttction 

or--bene£iciation--proee~~--and-performed-±n-the-Yic±n±ty-o£ 

~~eh-operaeion-or-proee~ses. 
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(2) In computing the deductions allowable for repairs, 

improvements, and betterments to the mine, the department 

shall allow 10% of such cost each year for a period of 10 

years. 

(3) No moneys invested in mines or improvements may be 

allowed as a deduction unless all machinery, equipment, 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 all other property in such 

county. 

(4) No moneys invested in the mines and improvements 

during any year except the year for which such statement is 

made and except as provide.d in this section may be included 

in such expenditures, and such expenditures may not include 

the salaries or any portion thereof of any person or officer 

not actually engaged in the working of th"e ·mine 7 -t:he 

redtteeien-or-bene£ie±ation-proeessr or superintending the 

management ~heree~ er--sHeh--epera~~en$--Or-oE-ehe-offiee7 

e%eriee%,--eftd--admini$~raeive--eerviees--neeesssry--t:heret:o 

THEREOF." 

NEW SECTION. Section 3. Extension of authority. Any 

existing authority of the departrrient of revenue to make 

rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

NEW SECTION. Section 4. Applicability date. This act 

-6- HB 652 



,., 0 
..., 

N
 

' 
,., 

"' 
N

 
"' 

"' 
w

 

"' 
"' 

" 
0 

.0
 

"' 
"' 

e "' 
"' 

tJ 

"' c ... .. ~ "' "' "' " ·~ " " .~ "' "' .0 
I 

.. 
'tl 

... 
" 

I 

"' 
"' 

c-

"' 
I 

I 
,., .. ..., .0

 

"' " "' ~ 0 
'"' .. .... .0

 

"' !J ·
~
 

..., "' "' "' 
"' .., 

" 
"' 

.
~
 

.... 

.... 
N

 



_, 

49th Legislature HB 0652/03 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HOUSE BILL NO. 652 

INTRODUCED BY SWITZER, DARKO 

A BILL FOR AN ACT ENTITLED: "AN ACT TO ALLOW THE DEDUCTION 

OP CERTAIN COSTS FROM THE NET PROCEEDS TAX ON MINES 

APPLICABLE TO NOIIMETALLIC MINES AND MINING CLAIMS; AMENDING 

SECTIONS 15-23-502 AND 15-23-503, MCA; AND PROVIDING AN 

APPLICABILITY. DATE." 

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

Section 1. Section 15-23-502, MCA, is amended to read: 

"15-23-502. Net proceeds tax -- statement of yield. 

Every person engaged in mining, extracting, or producing 

froa any quartz vein or lode, placer claim, dump or 

tailings, or other place or source whatever precious stone~ 

or gems, vermiculite, bentonite, or other valuable mineral, 

except coal and metals, 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 in the form prescribed by the department of revenue 

and must be verified by the oath of the person completing 

the statement or the manager, supe~intendent, agent, 

president, or vice-president, if a corporation, association, 
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or partnership, and must be delivered to the department on 

or before March 31. Such statement shall show the following: 

(1) the name and address of the owner or lessee or 

operator of the mine, 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 thereof, 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 ore or other mineral 

products or deposits extracted, produced, and treated or 

sold from the mine during the period covered by the 

statement~ 

(4) the amount and character of such ores, mineral 

products, or deposits and the yield of such ores, mineral 

products, or deposits from such mine in constituents of 

commercial valueJ that is, co1111ercially valuable 

constituents of the ores, mineral products, or deposits, 

measured by standard units of measurement, yielded to such 

person so engaged in mining and to each royalty holder. if 

any, during the period covered by the statement; 

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

(6) cost of extracting from the mine; 

(7) cost of transporting to place of reduction or 

THIRD READING 
-2- HB 652 
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sale; 

(8) cost of reduction or sale; 

(9) cost of marketing the product and conversion of 

same into money; 

(10) cost of construction, repairs, and betterments of 

mines and cost of repairs and replacements of reduction 

works; 

(11) the assessed valuation of reduction works for the 

calendar year for which such return is made; 

(12) cost of fire insurance, workers' compensation 

insurance, boiler and machinery insurance, and public 

liability insurance paid for the mine, reduction works, or 

beneficiation process; 

(13) cost of welfare and retirement fund payments 

provided for in wage contracts, aad 

(14) cost of testing extracted minerals for the purpose 

of satisfying federal or state health and safety laws 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 mineralsTL AND 

(15) cost of mine reclamation ;-end 

tt6t-eesesT-N~-~-BHBBBB-5%-8P-~HB-6RSSS-¥fBbB--9BRfN6 
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~HB--¥8ART c£-c££ieez-e%eriea%7-and-adm~n~&~ra~twe-servieee 

neeessary-~o-~he-opera~ien-ef-~he-mine-er-ehe--re~e~ion--er 

bene£%e%ae~en--P!eeess-and-per~ermeG-in-ehe-w~eini~y-e!-stteh 

Of!ra~ien-er-preeesaes." 

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

"15-23-503. Net proceeds how computed. (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 

compute the net proceeds of the mine yielded to the person 

engaged in mining. 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 sa engaged in mining; 

(b) all moneys expended for necessary labor, 

machinery, and supplies needed and used in the mining 

operations and developments; 

(c) all moneys expended for improvements, repairs, and 

betterments necessary in and about the working of the mine, 

except as hereinafter provided; 

(d) all 1110neys expended 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 

-4- RB 652 



~ 

"' 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

ll 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0652/03 

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 

mill or reduction works or to the place of sale and for 

extracting the metals and minerals therefrom and for 

marketing the product and the conversion of the same into 

money; 

(g} all moneys expended for insurance and welfare and 

retirement costs reported in the statement required in 

15-23-5021 

(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 mineralSTL AND 

(i) all moneys expended for mine reclamation; 

tjt--eeBts7-Ne~-~6-BHEBBB-S,-9P-~HB-8R9SS-¥!EbB--BHR!N5 

~--~BAR7 o£-o£!~ee7-eieriealr-aftd-adm~ftistrati•e-ser¥ices 

necessarx-~e-the-operatien-e£-tfte-mine-er-te--the--re~~etion 

er--beftefieiaticn--proeess--and-perrormed-ift-the-vieinity-o£ 

s~eh-eperation-or-proeeeses. 
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(2) In computin9 the deductions allowable for repairs, 

improvements, and betterments to the mine, the department 

shall allow 10\ of such cost each year for a period of 10 

years. 

(3) No moneys invested in mines or improvements may be 

allowed as a deduction unless all machinery, equipment, 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 all other property in such 

county. 

(4) No 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 expenditures, and such expenditures may not include 

the salaries or any portion thereof of any person or officer 

not actually engaged in the workin9 of the mine7-the 

re~~eeien-e~-bene£ietaeien-preeeaay or superintending the 

management tftereeE ei--a~eft--operae*ens--e~-ef-the-effiee7 

e%e~iealy--and--administraei•e--serviees--neeesaarr--thereto 

THEREOF." 

NEW SECTION. Section 3. Extension of authority. Any 

existing authority of the department of revenue to make 

rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

NEW SECTION. Section 4. Applicability date. This act 

-6- HB 652 
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STATE OF MONTANA 
REQUEST NO. FNN338-85(Amended) 

F I S C A L N 0 T E 
Form BD-15 

In compliance with a written request received March 8 , 19 85 , there is hereby submitted a 
Fiscal Note for H.B. 652(Amended) pursuant to Title 5, Chapter 4, Par~ 2 of the Montana Code Annotated (MCA). 
Background information used in developing this Fiscal Note is available from the Office of Budget and Program 
Planning, to members of the Legislature upon request. 

DESCRIPTION 
An act to allow the deduction of certain costs from the net proceeds tax on mines applicable to nonmetallic mines 
and mining claims; amending sections 15-23-502 and 15-23-503, MCA; and providing an applicability date. 

FISCAL IMPACT 
There ,.;ill be no impact during the 86-87 biennium because the act is applicable to tax years beginning after Decem­
ber 31 , 198 5. 

The amended bill pern:its an additional deduction for reclamation costs. Such costs and their potential timing 
cannot be estimated within the time frame allowed for the completion of this note so a precise estimate of the 
fiscal impact cannot be given. One index of the amount involved is the value of reclamation bonds for nonmetallic 
mines. According to Department of State Lands records, there are approximately $2.8M in reclamation bonds for such 
mines. In general, the value of reclamation bonds underestimates the actual cost of reclamation. 

/Jao/d_ __ / iJ~~ 
·v--~ 

BUDGET DIRECTOR 
Office of Budget and Program Planning 

Date: If/~ /2, J'??-r 
H13 &rJ- t1,-,~r1~1. 
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HOUSE BILL NO. 652 

INTRODUCED BY SWITZER, DARKO 

A BILL FOR AN ACT ENTITLED: "AN ACT TO ALLOW THE DEDUCTION 

OF CERTAIN COSTS FROM THE NET PROCEEDS TAX ON MINES 

APPLICABLE TO NONMETALLIC MINES AND MINING CLAIMS: AMENDING 

SECTIONS 15-23-502 AND 15-23-503, MCA; AND PROVIDING AN 

APPLICABILITY DATE." 

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

Section 1. Section 15-23-502, MCA, is amended to read: 

"15-23-502. Net proceeds tax -- statement of yield. 

Every person engaged in mining, extracting, or producing 

from any quartz vein or lode, placer claim, dump or 

tailings, or other place or source whatever precious stones 

or gems, vermiculite, bentonite, or other valuable mineral, 

except coal and metals, 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 in the form prescribed by the department of revenue 

and must be verified by the oath of the person completing 

the statement or the manager, superintendent, agent, 

president, or vice-president, if a corporation, association, 
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or partnership, and must be delivered to the department on 

or before March 31. Such statement shall show the following: 

(l) the name and address of the owner or lessee or 

operator of the mine, 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 thereof,. 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 ore or other mineral 

products or deposits extracted, produced, and treated or 

sold from the mine during the period covered by the 

statement; 

(4) the amount and character of such ores, mineral 

products, or deposits and the yield of such ores, mineral 

products, or deposits from such mine in constituents of 

commercial value; that is, commercially valuable 

constituents of the ores, mineral products, or deposits, 

measured by standard units of measurement, yielded to such 

person so engaged in mining and to each royalty holder, if 

any, during the period covered by the statement; 

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

(6} cost of extracting from the mine; 

(7} cost of transporting to place of reduction or 

-2- HB 652 
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sale; 

(8) cost of reduction or sale; 

(9) cost of marketing the product and conversion of 

same into money: 

(10) cost of construction, repairs, and betterments of 

mines and cost of repairs and replacements of reduction 

works; 

(11) the assessed valuation of reduction works for the 

calendar year for which such return is made; 

(12) cost of fire insurance, workers' 

insurance, boiler and machinery insurance, 

c.ompensation 

and public 

liability insurance paid for the mine, reduction works, or 

beneficiation process; 

(13) cost of welfare and retirement fund payments 

provided for in wage contracts; anci 

(14} cost of testing extracted minerals for the purpose 

of satisfying federal or state health and safety laws or 

regulations, the cost of plant security in Montana, the cost 

of assaying and sampling the extracted minerals, and the 

costs incurred 1n Montana tor engineering and geological 

services for existing mining iJperations but not including 

any such services beyond the stage of reduction and 

beneficiation of the minerals~L ~ 

(15) cost of mine reclamation ;-and 

ti6t-eosts,-N9~-~9-EM€BBB-5%-9P-~HE-GR9SS-¥fEbB--BHRfN6 
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~HB--¥EAR, e~-e~f~ee,-elerieelT-Snd-edm±~±strat~ve-~erv±ee~ 

neees~ary-to-the-eperaeien-eE-ehe-mine-er-t~e--ree~et~on--o~ 

benefieiat±on--proee~~-a"d-perfermed-in-tke-v±einitr-or-s~e" 

operation-or-proee~~e~." 

Section 2. 

"15-23-503. 

Section 15-23-503, MCA, is amended to read: 

Net proceeds -- how computed. (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 

compute the net proceeds of the mine yielded to the person 

engaged in mining. 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 expended 

machinery, and supplies needed 

operations and developments; 

for 

and 

necessary labor, 

used in the mining 

(c) all moneys expended for improvements, repairs, and 

betterments necessary in and about the working of the mine, 

except as hereinafter provided; 

(d) all moneys expended 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 

-4- HB 652 
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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 

mill or reduction works or to the place of sale and for 

extracting the metals and minerals therefrom and for 

marketing the product and the conversion of the same into 

money: 

(g) all moneys expended for insurance and welfare and 

retirement costs reported in the statement required in 

15-23-502; 

(h) all 

equipment, and 

satisfy federal 

moneys expended for necessary labor, 

supplies for testing minerals extracted to 

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 mineralsoL AND 

{i) all moneys expended for mine reclamation; 

t7t--eo~t~r-N8~-~8-EMEEEB-5!-8P-~H8-6R8SS-¥fEbB--BHRfN6 

~HE--¥EAR7 o£-o££icer-ei~r±~aT,-a~d-adm±ni~t~at±~e-~e~~±~~ 

neee~~ary-to-the-operat±o"-of-the-m±ne-or-to--t~e--red~ct±on 

or--bene£±eiation--proee~~--and-per£ormed-±n-the-v±e±~±ty-of 

s~~h-operat±on-or-proee~~e~. 
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(2) In computing the deductions allowable for repairs, 

improvements, and betterments to the mine, the department 

shall allow 10% of such cost each year for a period of 10 

years. 

(3) No moneys invested in mines or improvements may be 

allowed as a deduction unless all machinery, equipment, and 

buildings ~ep~esented by such moneys are ~etu~ned to the 

county in which such mine is located for assessment purposes 

at the level of assessment of all othe~ property in such 

county. 

(4) No 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 expenditures, and such expenditu~es may not include 

the salaries or any portion thereof of any person or officer 

not actually engaged in the working of the miner-H'.Ie 

red~etto"-o~-~e"~fi~iatton-pro~essr or superintending the 

management the~eoE oE--stteh--oper~t±on~--o~-o£-tke-o£fiee 7 

eieriea~,--and--adm~n±strat±Ye--~e~viees--neeessary--thereto 

THEREOF. 11 

NEW SECTION. Section 3. Extension of authority. Any 

existing authority of the department of revenue to make 

rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

NEW SECTION. Section 4. Applicability date. This act 

-6- HB 652 
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COMMITTEE OF THE WHOLE AMENDMENT 
SENATE APR 9, 1985 

DATE 

8:00 
TIME 

MR. CHAIRMAN: I MOVE TO AMENO ___ --..:HOUS=-=.=..E=---cB,;;;cU='=I. ___________ No. 652 

reference 
-------reading copy ( 

sallron 
Color 

1. Page 5, line 16. 
Following: "minerals," 

) as follows: 

Insert: "for the cost of reclamation at the site of the 
mine," 

2. Page 5, line 20. 
Following: line 19 
Strike: subsection (i) in its entirety 

PC3HB652.761 

) f5ai) r;--- . . 2---. 
. . . . '£t.(~'J ... ?.. ....... &.~-~ :' ........... "." .. " ... """."". REJECT 
'ICME 
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HOUSE BILL NO. 652 

INTRODUCED BY SWITZER, DARKO 

A BILL FOR AN AC·r ENTITLED: "AN ACT TO ALLOW THE DEDUCTION 

OF CERTAIN COSTS FROM THE NET PROCEEDS TAX ON MINES 

APPLICABLE TO NONMETALLIC MINES ~ND MINING CLAIMS; AMENDING 

SECTIONS 15-23-502 AND 15-23-503, MCA; AND PROVIDING AN 

APPLICABILITY DATE.'" 

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

Section 1. Section 15-23-502, MCA, is amended to read: 

"15-23-502. Net proceeds tax -- statement of yield. 

Every person engaged in mining, extracting, or producing 

from any quartz vein or lode, placer claim, dump or 

tailings, or other place or source whatever precious stones 

or gems, vermiculite, bentonite, or other valuable mineral, 

except coal and metals, 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 Ja~uary 1 of 

the year in which such statement is made. Such statement 

shall be in the form prescribed by the depdrtment of revenue 

a~d must be veri:ied by the oath of the person completing 

the statement or the manager, superintendent, agent, 

president, or vice-president, if a corporation, association, 
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or partnership, and must be delivered to the department on 

or before March 31. Such statement shall show the following: 

(1) the name and address of the owner or lessee or 

operator of the mine, 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 thereof, 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 tans of ore or other mineral 

products or deposits extracted, produced, and treated or 

sold from the mine during the period covered by the 

statement; 

(4) the amount and character of such ores, mineral 

products, or deposits and the yield of such ores, mineral 

products, or deposits from such mine in constituents of 

Commercial value: that is, commercially valuable 

constituents of the ores, mineral products, or deposits, 

measured by standard units of measurement, yielded to such 

person so engaged in mining and to each royalty holder, if 

any, during the period covered by the statement; 

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

(6) cost of extracting from the m~ne; 

(7) cost of trdnsporting to place of reduction or 

-2-
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sale; 

(8) cost of reduction or sale; 

(9) cost of marketing the product and conversion of 

same into money; 

(10) cost of construction, repairs, and betterments of 

mines and cost of repairs and replacements of reduction 

works; 

(11) the assessed valuation of reduction works for the 

calendar year for which such return is made; 

(12) cost of fire insurance, workers' 

insurance, boiler and machinery insurance, 

compensation 

and public 

liability insurance paid for the mine, reduction works, or 

beneficiation process; 

(13) cost of welfare and retirement fund payments 

provided for in wage contracts; a"d 

(14) cost of testing extracted minerals for the purpose 

of satisfying federal or state health and safety laws 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•l AND 

(15) cost of mine reclamation 7-~nd 

ti6t-eosts,-NSP-P6-EMEBEB-5%-6P-PHB-6R6SS-¥fEbB--B~RfNS 
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~H8--¥~AR7 of-of~ie@,-eierieei 7 -and-admin±~tr~tive-~e~viee~ 

n@ee~~ary-to-the-operatton-of-t~e-mine-or-the--redtletion--or 

benef~eiation--proces~-and-p@~~orme~-in-the-vicinity-o~-Stleh 

operat:ion-or-proee~:!e:!." 

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

"15-23-503. Net proceeds how computed. { 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 

compute the net proceeds of the mine yielded to the person 

engaged in mining. 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 expended for 

machinery, and supplies needed and 

operations and developments; 

necessary labor, 

used in the mining 

(c) all moneys expended for improvements, repairs, and 

bet~?rments necessary i~ and about the working of the mine, 

exr~pt as hereinafter provided~ 

(d) all moneys expended 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 

-4- HB 652 



2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0652/04 

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 

mill or reduction works or to the place of sale and for 

extracting the metals and mine.r~l~ rt,:-refrom and for 

marketing the product and the conversion of the same into 

money; 

(g) all moneys expended for insurance and welfare and 

retirement costs reported in the statement required in 

15-23-502; 

(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, FOR THE COST OF RECLAMATION 

AT THE SITE OF THE ~INE, and for engineering and qeological 

services conducted in Montana for existing mining operations 

but ~ot including any such services beyond the stage of 

reduction and beneficiation of the minerals~! ANB 

t~t--a±±-money~-exp@nderl-for-m±ne-~eeiamatt~n; 

iil~-eo~t~,~-N8P-P8-EMEEEB-5%-9P-~HE-GR855-¥tEbB-B~R~~§ 

~HE-tEART of-offteeT-eier~eaiT-and--admin±~tra~~~--~erv+ee~ 

~e~e~~~rr--to--the-oper~t~on-o~-the-mine-or~to-the-red~etion 

or-beMefieiat±on-p~~ee~~-and-performe~in--the--v±~inity--ot 
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~~eft-epe~8t±on-o~-p~oe~~~es. 

(2) In computing the deductions allowable for repairs, 

improvements, and betterments to the mine, the department 

shall allow 10% of such cost each year for a period of 10 

years. 

(3) No moneys invested in mines or improvements may be 

allowed as a deduction unless all machinery, equipment, 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 all other property in such 

county. 

{4) No 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 expenditures, 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 7--th@ 

~ed~e~io~--~r--b~n@fi~iation--p~oee~~I or superintending the 

management thereof of-~aeh--ope~e~io~~--or--o£--the--off~ee 7 

e!eric~iT--ond--edmini~~rative--s~rv±ees--neee~~ary--ther~to 

THEREOF." 

NEW SECTION. Sect ion 3. Extension of authur i. ty. Any 

existing authority of the department of revenue to ma~e 

rules on the subject of the provisions of this act is 

extended to the provisions of this act. 
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1 NEW SECTION. Section 4. Applicability date. This act 

2 is applicable to taxable years beginning after December 31, 

3 1985. 

-End-
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