HOUSE BILL NO. 652

INTRODUCED BY SWITZER, DARKO

IN THE HOUSE

February 4, 1985 Introduced and referred to
Committee on Taxation.

February 5, 1985 Fiscal Note requested.

February 11, 1985 Fiscal Note returned.

March 6, 1985 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.

March 8, 1985 New Fiscal Note requested.

March 12, 1985 New Fiscal Note returned.

March 14, 1985 Committee recommend bill do
pass as amended. Report
adopted.

March 15, 1985 Bill printed and placed on
members' desks.

March 16, 1985 Second reading, do pass.

March 18, 1985 Considered correctly
engrossed.

March 19, 1985 Third reading, passed.

Transmitted to Senate.



IN THE SENATE

March 20, 1985 Introduced and referred to
Committee on Taxation.

April 3, 1985 Committee recommend bill be
concurred in. Report adopted.

April 5, 1985 Second reading, concurred in.

April 8, 1985 On motion, taken from third
reading and referred to second
reading.

April 9, 1985 Second reading, concurred in

as amended.

April 11, 1985 Third reading, concurred in.
Ayes, 50; Noes, 0.

Returned to House with
amendments.
IN THE HCQUSE
April 12, 1985 Received from Senate,

April 13, 1985 Second reading, amendments
concurred in.

April 15, 1985 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
QF CERTAIN COSTS FROM THE NET PROCEEDS TAX ON MINES
APPLICABLE TCQ 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 vyield.

Every person engaged in mining, extracting, or producing

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

tailings, or other place or scurce 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 cath of the person completing
the statement or the manager, superintendent, agent,

president, or vice-president, if a corporatiocon, association,
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or partnership, and must be delivered to the department on
or before March 31. Such statement shall show the fcllowing:

{1} the name and address of the owner or lessee or
cperator 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 therecf, 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 locaticn 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 cres, wmineral 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~ 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 wvaluation 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

{14) cost aof 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 net including
any such services beyond the stage of reduction and
beneficiation of the mineralss;

(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. (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
fellowing:

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

‘{by all moneys expended for necessary labar,
machinery, and supplies needed and used in the mining
operations and developments;

(¢) 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 Efor costs of repairs and
replacements of the milling and reduction werks 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;

{£) all moneys actually expended for transporting the
ores and mineral products or deposits from the mines to the
will or reduction works or to the place of sale and for
extracting the metals and minerals therefrom and for
marketing the product and the conversien of the same 1into
money;

{g) all moneys expended for insurance and welfare and
retirement costs reported in the statement required in
15-23-502;

(hy all moneys expended for necessary labor,
eguipment, 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 mineralss;

(i) alli moneys expended for mine reclamation;

{j) costs 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.

(2) 1In computing the deductions allowable for repairs,

improvements, and bhetterments 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, eguipment, 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 cother 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 perscn or officer
not actually engaged in the working of the nine, the

reduction or beneficiation process, or superintending the

management thereef of such operarions 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
15 applicable to taxable years beginning after December 31,
1985,

-End-



STATE OF MONTANA |
| REQUEST NO. FNN 338-85

FISCAL NOTE

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 avallable from the Office of Budget and Program
Plannlng, to members of the Legislature upon request..

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

ASSUMPTIONS : - :
1. The taxable wvalue of nonmetalltc mines is assumed constant at the 1984 level of 57,898,511,
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 unlversxty 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
S 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 govermment revenues would be reduced by approximately $333,712 in FY 88. Lincoln County would lose

approximately 60% of this revenue.
Doid / %@VL

BUDGET DIRECTOR
Office of Budget and Program Planning

FNT:F/2 Date: _ el /j Vylem
HB LS2
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RE-REFERRED  COMMITTEE
ON TAXATION
AS AMENDED
RECOMMEND DO NOT PASS

HOUSE BILL NO. 652

INTRODUCED BY SWITZER, DARKO

A BILL FOR AN ACT BENTITLED: "AN ACT TO ALLOW THE DEDUCTION
OF CERTAIN COSTS FROM THE NET PROCEEDS TAK ON MINES
APPLICABLE TO NONMETALLIC MINES AND MINING CLAIMS; AMENDING
SECTIONS 15-23-502 BAND 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. WNet proceeds tax -- statement of vyield,

Every person engaged in wmining, 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 cath 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 cor 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 tc 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 Erom 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, yvielded 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;

{18) cost of constructicn, 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 Iinsurance, 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 Ffund payments
provided for in wage contracts; and

(14) cost of testing extracted minerals for the purpeose
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 mineralsw;

(15) cost of mine reclamation; and

{16) costs, NOT TO EXCEED 5% OF THE GROSS YIELD DURING
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THE YEAR, of office, clerical, and administrative 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:

"15-23-502, 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 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 ocf 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;

(£) 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 cof sale and for
extracting the metals and minerals therefrom and for
marketing the product and the conversion of the same into
money ;

{gq) 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 Ffederal or state health and safety laws or
requlations, for plant security in Montana, for assaying and
sampling the extracted minerals, and for engineering and
geolegical services conducted in Montana for existing mining
operations but not including any such services beyond the
stage of reduction and beneficiation of the minerals~;

(i) all moneys expended for mine reclamation:

(j) costs, NOT TO EXCEED S% 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.
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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 140
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 1level 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, the

reduction or beneficiation process, or superintending the

management thereef 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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1 1985.

~End-

-7- HB 652



49th Legislature

B W N

S N

w o e

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

HB 0652/03

RE-REFERRED ANI
APPROVED BY COMMITTEE
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. WNet proceeds tax -- statement of yield,

Every person engaged in wmwining, 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, bentoﬁife, 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:

" (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 tong 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; thatl is, commercially valuable
constituents of the ores, mineral products, or deposits,
measured by standard units of measurement, yielded to such
perscn  so engéged in mining and to each royalty holder, if
any, during the period covered by the statement;

(5} the gross yield or value iﬁ dollars and cents:

'(6) cost of extracting from the mine;

{7} cost of transporting to place of reduction or
SECOND READING

HB 652
SECOND PRINTING
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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;

(1l) the assessed valuation of reduction wacks 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

(14) cost of testing extracted minerals for the purpose
of satisfying federal or state health and safety laws or
requlations, the cost of plant security in Montana, the cost
of assaying and sampling the extracted minerals, and the
costs incurred iﬁ 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 mineralss; AND

{15) cost of mine reclamation s-and

116)-costs; -NOP-PO-ENCEED-54-6P-PHE-GRES5-¥IELB--BHRING
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FHE-~¥EAR; of-office;-ciericair-and-ndministrative-services

necessary-te-the-operacion-of-che-mine-or~the--reductton--or

benefictation--precess-and-performed-in-the~-vieinity-of-such

operation-or-processes,

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

"15-23-503. Net proceéds -~ how computed. (1) The
department of revenue shall calculate from-the returns the
gross product yielded from such miné 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
engagéd in‘mining. Net proceeds shall be _determined by
éubtracting from the value of the gross product thereof the
follbwing:

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

(k) all moneys expended for necessary labor,
maéhinery, and supplies needed and used in the mining
operations and developments;

{c) all moneys expended for improvements, repairsf ana
betterments necessary in ané aboﬁt thé‘wotking of the nmnine.
except as hereinafter provided;

(d) all moneys expended for costs of repalrs and
replacements of the milling and reduction works wused i=»
connection with the mine;

{e) depreciatien  in the sum "of~ 6% of the assessed

-4- HB 652
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valuation of such milling and reduction Horkﬁ for‘ the
calendar year for which such return is made;

(£) 511 moneys actually expended fof transporting the
ores and mineral produéts 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 énd the conversion of the samelinto
money;

(g} ail meneys expended for insurance and welfare and

retirement costs reported in the statement reguired in

15-23-502;

(h)  all moneys expended for necessary iabor,
equipment, and supplies £for testing minerals extracted to
satisfy federal or state health and safety laws or
requlations, for plant security in Montana, for assaying and
sampling the extracted minerals, and for engineering and
geological services conducted in Montana for exis;inq mining
operations but not including any such services bheyond the
stage of -reduction and beneficiation of the mineralss; AND

! (i) all moneys expended for mine reclamatijions

£4)--costs;-NOP-PO- BXEEED-5%-OFP -PHE-GRO55-¥ 1 EEB--BHRING

FHE--¥BARy of-office;—ciertcats-and-administrative—services

necessary-to-the-operatron-af-the-mine-or—¢6-—the--reduction

sr--benaficiation--process--and-performed-in-the-vicinity-of

5uch—cperaeion—ar-ptocesses.
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12) 1In computing the deductions allowable for repairs,
improvements, and betterments to the mine, the department
shall allow 10% of such cost each year for a peried 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 pfovided in this section may be included
in such expenditures, and such expenditures may not inélude
the salaries or any portion thereof of any person or officer
not actually engaged in the working. of the miney-the

reduction-or—beneficiation-procesay or superintending the

management thereef of--sueh--operatiens--osr—of-the-offices

ctericaty——and--adminisktrative--services--necessary--therate

THEREQF."

NEW SECTION. Section j. Extension of authority, any
existing‘authority cf 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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1 is = applicable to taxable years beginning after December 131,
2 1985,

-End-
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HOUSE BILL NO. 652
INTRODUCED BY SWITZER, DARKO

A BILL FOR AN ACT BENTITLED: "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 angaged in mining, extracting, or producing

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

tailings., or other place or source whatever precicus 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 peracon during the year preceding January 1 of
the year in which puch atatement is made. 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 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
operater 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 anounts.
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
s0ld 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 o©f 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 cavered 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
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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;

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

(12) cost of fire Iinsurance, workers' compensation
insurance, beiler 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

(14) cost of testing extracted minerals for the purpose
of satisfying federal or state health and safety laws or
requlations, 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 mineralss; AND

{15) cost of mine reclamation ;-and

{16)-costay-NOP-PO-EXCEED-54%-0P—PHE-GROSS-¥EELB--DURENG
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PHE--¥BARy of-officey-elericals-and-administracive-services

neceasary—-to-the-operation-of-the-mine-or—the--reduction--or

beneficiation--precesa-and-parformed-in-the-vicinity-of-suech

eperation-or-processes. "

Section 2. Section 15-23-303, 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 perscon
engaged in mining. Net proceeds shall be determined by
subtracting from the valus 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;

(@) 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;

(£} all moneys actually expended for transporting the
ores and mineral products or depesits from the mines to the
mill ot 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;

(k) 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 mineralss; RAND

{i) all moneys expended for mine reclamationsy

{494~--contay-NOFP-FO-BKEBEB-5%-0F-$HE-GROSS-¥FELB--BHRENG

PHE--¥BAR+y of-officey-clericatyj-and-administrative-services

necessary-te-the-operation-of-the-mine-or-+té--the--reduction

ar--beneficiation--process—-and-perfarmed-in-the-viciniey-of

sueh-operation-or-processes,
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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 pericd 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 improvement§
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 oOf the miney-the

teduction-or-benefictation-processy or superintending the

management therecf of--such--operations—-or-of-the-officer

etericaty--and--admintstrative--services—-neceasary--therete

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 provisicona of this act,

NEW SECTION. Section 4, Applicability date. This act

-6- HB 652
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is applicable to taxable years beginning after December 31,
1385 .
-End-
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STATE OF MONTANA

REQUEST NO. FNN338-85(Amended)

FISCAL NOTE
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, Pari 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.

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

FISCAL TMPACT
There will be no impact during the 86-87 biennium because the act is applicable to tax years beginning after Decem-

ber 31, 1985.

The amended bill permits an additional deduction for reclamation costs. Such costs and their potential timing
cannot he estimated within the time frame allowed for the completion of this note s¢ a precise estimate of the
fiscal dimpact 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 32.8M in reclamation bonds for such
mines. In general, the value of reclamation bonds underestimates the actual cost of reclamation.

A

BUDGET DIRECTOR
Office of Budget and Program Planning

Date: %ﬂ«g;é /2,. /§&_

HB (52 Amended
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HOUSE BILL NO. 652

INTRODUCED BY SWITZER, DARKO

A BILL FOR AN ACT ENTITLED: "AN ACT TO ALLOW THE DEDUCTIOR
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 vyear in which such statement is made. Such statement
shall be in the Eorm 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:

(1) the name and address of the owner or lessee or
operatorvof 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 vyielded 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 ofF tons of ore or other mineral
products or deposits extracted, produced, and treated or
sold froem 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 c¢ost o©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; &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 foi engineering and geological
services for existing mining operations but not including
any such services beyond the stage of reduction and
beneficiation of the mineralss; AND

(15) cost of mine reclamation 7;-and

t16)-eonts; -NOF-FO-EXCEED- 5% -0 FHE-GROSS-¥IELD--BHRING
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FHE--¥EAR; of-afficey-clericaiy-and-admintstrative-services

necessary—to-—khe-speracion-saf-cthe-mine-or-the~--redoction-~or

beneficiation--process-and-performed-in-ehe-vicinity-of-such

operation-—or~-processss, "

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

"15-23-503. Net proceeds -- haow 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 meneys 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 werking 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;

(£} all moneys actually expended for transporting the
aores 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 ang for
marketing the product and the conversion of the same into
money ;

{g) all moneys expended for insurance and welfare and
retirement c¢osts 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
requlations, 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 mineralss; AND

{i) all moneys expended for mine reclamations

{3 r--coata;-NEE-FO--EXEEED-5%-OP-FHE-GROSS-¥IEEDB--BEHRING

PHE--¥EARy ef-officey-ctericaty-nand-adminiscracive-servieeas

necessary-to-the-cperation-of-che-mins-or-te-——-the--reducrcion

sr--benefictatton--precess—-and-performed-in-the-vicinity-af

such-operatron-ar-procesaes.
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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 cr officer
not actually engaged in the werking of the miney-the

reduceion-or-benaficiation-precessy or superintending the

management thereof of--such--eperationa-—-or-of-the-offica;s

ciericci7--and~~adm&nistrat§ve-—5efvieea-~necessary—~thereto

THEREOQF . "

NEW SECTION. sSection 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. GSecticn 4. Applicability date. This act

-6- HB 652
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1 is applicable to taxable years beginning after December 31,
2 1985.

-End-
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COMMITTEE OF THE WHOLE AMENDMENT
SENATE APR 9, 1985

DATE

B:00
TIME

MRA. CHAIRMAN: | MOVE TO AMEND HOUSE BILL No. 652

salmon ) as follows:
Color

reference reading copy (

1, Page 5, line 16,
Following: "minerals,"
Insert: "for the cost of reclamation at the site of the

mine,"

2. Page 5, line 20.
Following: 1line 19
Strike: subsection (i) in its entirety
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HOUSE BILL NO. &52

INTRODUCED BY SWITZER, DARKOD

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 1%-23-502 AND 15-23-503, MCA; AND PROVIDING AN

APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
gection 1. Section 15-23-502, MCA, is amended to read:
M15-23-502. Net proceeds tax ~- statement of yield.

Every person engaged in mining, extracting, or producing

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

tailings, or other place or source whatever precious stones
or gems, vermicﬁlite, hentonite, 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 fcollowing:

(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 depecsits 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 tce 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

REFERENCE BILL

-2- HB 652
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sale;

(8) cost of reduction or sale;

(3) cost of marketing the product and conversion of
same into money;

{10) cost of constructicn, 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 publie
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

{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

ND

beneficiation of the mineralss

{15) coat of mine reclamation z-and

t¥63-costs; -NOF-PE-EXEEEB-5%-OF-THE-GROSS-¥IELB—-BYRING
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FHE--¥EARy of-office;-¢clericaly-and-adminiserative-services

necessary-to-the-operation-sf-the-mine-or-the——reduction——or

benefieiation--process—-and-perfarmed-in-the-vicinity-of —such

operarian-sr-pracesses,”

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 grass product therecf 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
bet* :rments necessary i~ and about the working of the mine,
ex~»pt as hereinafter provided;

(d) all moneys 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 &% 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;

{£) 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 insurence 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 MINE, and for engineering and geoclogical

services conducted in Montana for existing mining operations
but net including any such services beyond the stage of
reduction and beneficiation of the mineralssz; ANB

tiy--atli-moneys-expended-for-mine-reciamationy

£4} - -costay-—NOF-20-EXEEEB-54-BF-PHE-GROS5-¥FERB-BURENG

PHE-¥EARy of-sffice;-clericatr-and-—pdmintstrative--services
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sueh-operation-or-processes,

(2) In computing the deductions allowable for repairs,
improvements, and betterments to the mine, the department
shall allow 103% 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 préperty 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 miney——the

reduction--or--heneficiation-~processy or superintending the

management thereof sf-sueh--eperations--eor--of--the--officer

¢iericaty—-and--admintstrative--services—-necansnary-—therera

THEREOQF'."

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.

~6- HB 652
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NEW SECTION. Section 4. Applicability date. This act
is applicable to taxable years beginning after December 31,
1945.

-End-
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