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1LL no. T
INTRODUCED BY 2% 1&4{ 2 e ee

LC 1620/01

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE DEFINITION
OF “GROSS VALUE OF PRODUCT" FOR PURPOSES OF MAKING
CONSISTENT THE METHOD OF COMPUTING THE METALLIFEROUS MINES
LICENSE TAX AND THE RESOURCE INDEMNITY TRUST TAX; AMENDING
SECTTONS 15-37-102, 15-37-103, AND 15-37-105, MCA; AND

PROVIDING FOR AN EFFECTIVE DATE AND AN APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-37-102, MCA, is amended to read:
"15-37-102. Gross—-—-vailune---of--metal--mine--yiekd-—--

ecomputation Definitions, Phe-lgquarteriy-reporting-datels——ns

used--in—-this--part;-—nmeans--the--tast--day-of-the-catendar
quarters-The-lgquarteriy-gross-vaiue-cf-produncet;-as-used--in
this-part7-means-the-market-vatue-of-ati-merchantabie-metais
or--precitous--and--semiprecious-gema-and-stones-extracted-ar
produeced-each-catendar-—quarter—-from——any--mine-—er--mintng
preperty-——-in--the--atate--or--recovered——from—-the-smelting;
mittingr-reductiony-or-~treatment——in--any--manner--of--ores
extracted--from--any--such--mine--or-mining-property-or-from
tatitngs--resutting-——from—-the---ameiting; -—-—reduction;——--or
treatment--of--any——such--sresr--Hhenever--the--ores-require

smettingy-reductiony—or-treatment——to--—ascertain--the--metat
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eontents--of -—such--cres;-~the-—guarteriy-groas-vaine-of-the
product-theresf-shati-be-determined--by--taking--the--market
vatue---of —atl-—merchantable—-metats—-or--minerat—-products
extracted-or-recovered-thereby-as—shoawn-by-the-gross-smetter
recurps-sf-sueh-metals-or-mineral--product--in--doiitars—-and
cents——~withont—---—any--deductions—-£for-—-costs——of-—smelieings
reduction;-or-treaktment-or-otherwise;-based-upon-the-average
gquotations-of-the-price-of-such-metais-or--minerai--products
in-~the--eitty-——of-New-¥orky-as-evidenced-by-seme-sstabiished
aunthority-or-market—reporty—giving-the-market-reports-during
tha-eatendar-quarter-£for--which--a--report--is-—being—-mades
Sheuwid---there~-be--no--guotation-—-covering-—any--parcitentar
products;-the-department-of-revenute-shatri-fix——the—-vaine--of
speh--grass-preduct-or-such-portion-therecf-in-such-a-manner

as-may-seem-egquitabies As used in this part, the follawing

definitions apply:

(1) "Gross value of product" means the market value of

any merchantable mineral extracted or produced during the

taxable year.

{(2) "Mineral"” means any gold, silver, copper, lead, or

any other metal or metals or precious or semiprecious qems

or stones that are extracted from the surface or subsurface

of the state of Montana.

{3) "Quarterly reporting date” means the last day of

the calendar guarter."

-2 INTRODUCED BILL
58- 359
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Sectieon 2, Section 15-37-103, MCA, is amended to read:

"15-37-103. Rate of tax. The annual license tax to be
paid by such person engaged in or carrying on the business
of working or operating any mine or mining property in this
state from which gotédr-astivers-copper;-iead;—-or--any-~sther
metat--or--metais-or-precions-er-semiprecious-gems-or-stones
minerals are produced shall be an amount computed on the

gross value of product, at the time and location of

extraction from the ground, which may have been derived by

such persen from such business, werk, or operation within
this state during the calendar year immediately preceding,
at the following rates:
Grass Value Rate of Tax
of Product {percentage of gross value)
first $250,000 0%
more than $258,000 and
not more than $500,000. .5% of the increment
mocre than $500,000 and
not more than $1,000,000 1% of the increment
more than $1,000,000 1.5% of the increment”
Section 3. Section 15-37~105, MCA, is amended to read:
"15-37-105. Computation and payment of tax. ti} The
tax due under this part is computed according to 15-37-103
and is due and payable on or before March 1 of each year for

the products produced in the preceding calendar year. The
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tax due under this part becomes delinquent as of midnight on
March 1 of the year immediately following the production
year. Tf good cause is shown, the department may grant a
reasonable extension of time for payment of the tax, During
the periced o©f any extension granted, the tax due bears
interest at a rate of 1% a month or any part thereof.
t24—-If-any-such-persen-has-sotd-or-ethearwise--disposed
af-any-of-tta-minels-produets-at-a-price-substanttaiiy-betow
the--true-market-priee-cf-such-producet-at-the-time-and-prace
of-such-sate-or-disposel;~then-the-department-shall-—cempute
the--gress—-vaine -of-such-portion-of-said-minels—product-so
sotd-or-disposed-af-substantiatiy-betow-the-markeb-price--as
aferesaid;--which--gross——vatue--shati-—-be--based--nupon——the
gquotatiena-cf-the-price-of-such-minals-product-in--New--¥ork
Eity--at—the-time-such-portion-of-the-product-was—ss-soid-or
ctherwise-disposed-—-of--as—-evidenced--by--some--established
authority--or--market--repert;--such--as-the-Enginsering-and
Mintrg--Journai--of--New--¥orky-—or—--seme———other---standard
publicationy-—giving-—the-market-reporta-for-the-year-coverad
by-sueh-statement.-Shouid-there-be-no-quotation-covering-any
particutar-producty-then-the-department-shati-fix-the--vatue
of--such-gress-product-ar-sueh-portion-thereof-as-shati-have
been-sotd-er-otherwiane-diaposed-of-at-a-price--substantialiy
beiow--the—-true--markec-price—at-che-time-and-ptace-of-such

sate-or-disposal--in-—-such--a--manner-—ps--may--seem--+o-—be

-4-
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squitables”

NEW SECTION. Section 4. 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 5. Effective date -
applicability. This act 1is effective on July 1, 1987, and
applies to taxes due for minerals extracted or produced on
or after July 1, 1987.

~End~



STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for $SB384 , as introduced.

DESCRIPTION OF PROPOSED LEGISLATION:

An act revising the definition of '"gross value of product" for purposes of making consistent the method of
computing the metalliferous mines license tax and the resource indemnity trust tax; and providing for an effective
date and an applicability date. ' '

ASSUMPTIONS:

1. Under the current law, metal mines tax receipts will be $3,425,000 in FY88 and $3,987,000 in FY89 (REAC).

2. Metal mines tax receipts are deposited 67% to the general fund and 33% to the hard rock mining impact
account.

3. The mine mouth value of total metal and gem production in Montana (proposed base for the metal mines tax) is

34.47% of the gross value of metal and gem production (current base for the metal mines tax). Based on the
first three quarters of 1986, the proposed change in tax bases would result in a 68.2% decliine in
metalliferous mine tax revenue. (Natural Resource and Corporation Tax Division).

4. The proposed law applies to taxes due for minerals extracted or produced on or after July 1, 1987.
Therefore it will impact half of FY88 payments and all of FY89 payments.

FISCAL TIMPACT:

FYBE . FY89
Current Law . Proposed Law Difference Current Law Proposed Law Difference

Revenue Impact: : ' -
Metalliferous

Mines Tax $ 3,425,000  $ 2,257,075 ($1,167,925) $ 3,987,000 $ 1,267,866 ($2,719,134)
FUND INFORMATION: )
General Fund $ 2,295,000 $ 1,512,240 ($ 782,760) $ 2,671,000 $ 849,470 ($1,821,530)
Hard Rock Mining

Impact Account $ 1,130,000 $ 744,835 ($ 3B5,165) $ 1,316,000 $ 418,396 ($ 897,604)

| @(/{/ZM DATE %’4/0”
JSABUDGET 'DIRECTOR ¢

DAVID L. HUNTER 4
Office of Budget and Program Planning

Fiscal Note for ©SB384, as introduced.

sB 389
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SB 0384/02

APPROVED BY COMMITTEE
ON TAXATION

SENATE BILL NO. 384

INTRODUCED BY MCCALLUM

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE DEFINITION
OF “GROSS VALUE OF PRODUCT" FOR PURPOSES QF MAKING
CONSISTENT THE METHOD OF COMPUTING THE METALLIFEROUS MINES
LICENSE TAX AND THE RESOURCE INDEMNITY TRUST TAX; AMENDING
SECTIONS 1%-37-1¢2, 15-37-103, AND 15-37-105, MCA; AND

PROVIDING FOR AN EFFECTIVE DATE AND AN APPLICABILITY DATE."

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. BSection 15-37-102, MCA, is amended to read:
"15-37-102. Gross——-valune-—-of--metai--mine--yie}d----

esmputation Definitions. Phe-Yquarteriy-reporting-datet;--as

vnsed--in--this~-party--means--the--rast--day-of-the-calendar
quarter-—Fhe-"quarterty-groas-vatue-sf-product!;-an-used--in
this~part7—meana—the—market—vn}ue~of—aii—mercha#t;bie—meta}s
sr--precious—-—and--semiprecious—-gema-and-stones-extracted-or
produced-each-catendar--quarter——-£rem——any--mine-—or--mining
property--tn—--the--state--or--recovered--from--the-smeitings
mitling7-reductionr-or--treatment-——in--any--masner--of--cres
extracted--from--any--such--mine--sr-mining-property-or-from
tatlings-—-reautting--from--the——-amelting;---reductions—--or
treatnent--of--—any--such--oress--Whenever—-the--ores-cequtre

smeltingy-reduoctiany-or—treatment--to--ascertatn--the-—metat
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conktents——of--such—-ores;--the-—-gquarteriy-gross-vaiue—of-the
product-thereof-shati-be-determined--by--taking--the--market
vatne---of--ptit--merchantablte--metais--er~-minerat--products
extracted-osr-recavered-thereby-as-shown-by-the-gross—-smeicer
returns-of-such-metats-or-minecat--preduct--in--dotiars--and
cents——-witheut~--any--deductionas--for——costs—-cf--smaitings;
reduction;-or—treatment~or-otherwisey-based-upon-the-average
guetatiens-of-the-price—of-such-metais-or--minerat-—-produces
tn--the--city -eof-New-¥ork;-as-evidenced-by-some-established
anthority-ne-market-report;—giving-the-market-reporta-during
ehe-catendar-quarter-for--which—-a--report--is--being--made=:
Should-—--there--ba--no--guotation--covering--any--particutar
produckr-the-department—of-revenune-shaii-£fix——the--vatue--of
spek—-—gross-produet—or—such—portion-thereof-in-sueh-a-manner

as-may-seem-equitabtes As used in this part, the following

definitions apply:

(1) "Gross value of product" means the market value of

any merchantable mineral extracted or produced during the

taxable year.

{2) “"Mineral" means any gold, silver, copper, lead, or

any other metal or metals or precious or semiprecious gems

or stones that are extracted from the surface or subsurface

of the state of Montana.

{3) "Quarterly reporting date" means the last day of

the calendar guarter."

-2- SB 384
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SB 0384/02

Section 2. Section 15-37-103, MCA, is amended to read:

"15-37-103, Rate of tax. The annual license tax to be
paid by such person engaged in or carrying on the busihess
of working or operating any mine or mining property in this
state from which gotdr-stivery-coppery;-iteady--or--any--other
metal--sr--metats-or-pracicns-er-semiprecions-gems-or-stones
minerals are produced shall be an amount computed on the

gress value of precduct, at the time and location of

extraction from the ground, which may have been derived by

such person from such business, work, or operation within
this state during the calendar year immediately preceding,
at the following rates:
Gross Value Rate of Tax
of Product (percentage of gross value)
first $25%0,000 0%
more than §250,000 and
not more than $500,000 .5% of the increment
more than $500,000 and
not more than $1,000,000 1% of the increment
more than §1,000,000 1.5% of the increment”
Section 3. Section 15-37-105, MCA, is amended to read:
"15~37-105. Computation and payment of tax. ti} The
tax due under this part is computed according teo 15-37-103
and is due and payable on or before March 1 of each year for

the products produced in the preceding calendar year. The

-3- i SB 184
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tax due under this part becomes delinguent as of midnight on
March 1 of the year immediately following the production
year. If good cause 1is shown, the department may grant a
reasonable extension of time for payment of the tax. During
the period of any extension granted, the tax due bears
interest at a rate of 1% a month or any part thereof.
t2)--if-any-such-person-has-astd-or-otherwise--diaposed
of-any-cf-tts-minels-products-at-a-price-substanciatiy-beiow
the--true-market-price—of-such-preduct-at-the-time-and-piace
ecf-sueh-sate-or-disposai;-then-the-department-shaitt--compute
the-——gross—-valua--of-such-portion-of-satd-minetas-product-so
soid-or-disposed-of-substanttatty-betow-the-markee-price--as
aforesaid;--whieh~-gross-—vyatue-—-ahati--be--based-——upon--the
quetations-of-the-price-of-asuch-mine!ls—preduce-in--New——¥ork
Eity--at-the-time-such-portion-of-the-product-was-so-seid-or
ctherwise-disposed--of--as--evidenced--by--some--estabiished
authority—or--market--repert;-—-such--as-the-Engineering-and
Mining-~dJournai--of--New--¥arity--or——seme---sther---standard
pubticationy--giving-the-market-reparts-for-the-year-covered
by-such-statements-Shontd-there-be-na-quotatien-~covering-any
partientar-product;-then-the-department-shati-fix-the--vatue
of--such-gross-product-or-such-portiron-therecf-as-shatt-have
been-soid-or-otherwise-ditsposed-of-at-a-price--substantiatiy
beltow--the--true--market-price-at-the-time-and-piace-of-3uch

spie-er-diaposat--in--auch--a--manner--as--may--seem--te--be

-4- SB 334
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equitabies”

NEW SECTION. Section 4. 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 prowvisions of this act.

NEW SECTION. Section 5. Effective date --
applicability. This act is effective en-duty-t7-13877 WHEN

SUFFICIENT REVENUE IS COLLECTED AND DEDICATED TO THE

REPLACEMENT OF REVENUE THAT WOULD BE LOST AS A RESULT OF

THIS ACT and applies to taxes due for minerals extracted or
produced on or after July 1, 1987.

~End~-

=5- SB 384
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SENATE BILL NO. 384
INTRODUCED BY MCCALLUM

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE DEFINITION
OF “GROSS VALUE OF PRODUCT" FOR PURPOSES OF MAKTING
CONSISTENT THE METHOD OF COMPUTING THE METALLIFERQUS MINES
LICENSE TAX AND THE RESOURCE INDEMNITY TRUST TAX; AMENDING
SECTIONS 15-37-102, 15-37-103, AND 15-37-105, MNCA; AND
PROVIDING FOR AN A DELAYED EFFECTIVE DATE AND AN
APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-37-102, MCA, is amended to read:
»15-37-102. 6ross--—vatue———of--metai--mine--yireid--——-

competation Definitions. Phe-igquarteriy-reperting-datety--as

used--in--this——parks--means--the-—iast--day-of-the-caiendar
quarter--fhe-*quarteriy-gross-vaine-of-preductir-as-used--in
this-parts-means-the-market-vatue-of-ati-merchantabie-metats
or--precious—-and--asemiprecteus-gems-and-stones-extracted-or
produced-each-catendar—-guarter-—from--any--mine-—or--mining
preperey-—in--the--state—-or--recovered--from——the-smeltingr
miitingr—reductiony-or--treatment——in--any--manner--of--sres
extracted-—frem—any--such--mine--or-mining-properey-or—-from
tatiings--resulting—-frem-—the---ameltingy-—-reductiony---or

treatment--of-—any--such--eres--Whenever--the--ores-require

)
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suettingr-reductiony-cr-treatmenc--to--ascertain——the--metak
contents--of--such--oresr--the--gquarteriy-groass-vatne-cf-the
product-thereof-shaii-be-determined--by--taking——the-—-market
vatue---of--ati--merchantabie--metais--or--minerai--products
extracted-or-recovered-thereby-an-shown-by-the-qresa—smetter
returna-of-such-metais-or-mineral--preduece——-in—-deliars—-and
cents---without---any—-deductions--for--costas--of——smeltingy
reductiony-or-ereatment-or-otherwiser—based-upon-the-average
guoctations-of-ehe-price-of-such-metais-or-—-minerai--products
in—-the-—city—-of-New-¥orky-as-evidenced-by-some-eatablished
suthority-or-market-reperer-qgiving-the-market-repores-during
the-caiendar-quarter-for--which--a--report—-is--being--mades
Shouid---there--be--no--gquotatien--covering—-any--partiecntar
productr;—the-department-of-revenue-shaii-fix--the—-vatue--of
such--gress-product-ar-such-pareion—thersaf-in-such-a-mannes

as-may-seem-equitapter As used in this part, the following

definitions apply:

(1) "Gross value of product" means the market value of

any merchantable mineral extracted or produced during the

taxable year.

{2) "Mineral" means any gold, silver, copper, lead, or

any other metal or metals or precious or semiprecious gems

or stones that are extracted from the surface or subsyrface

of the state of Montana.

(3) "Quarterly reporting date” means the last day of

-2- SB 384
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the calendar quarter.”

Section 2. Section 15-37-103, MCA, is amended to read:
"15-37-103. Rate of tax. The annual license tax to be

paid by such person engaged in or carrying on the business

of working or operating any mine or mining property in this

state from which goidy-stivery-coppery-imads;--or--any--cther
metat--or--metats-or-precious-er-semiprecions-gema-er—stenes
minerals are produced shall be an amount computed on the

gross value of product, at the time and location of

extraction from the ground, which may have been derived by

such person from such business, work, or operation within
this state during‘the calendar year immediately preceding,
at the following rates:
Gross Value Rate of Tax
of Product {percentage of gross value)
firat §$250,000 0%
more than $250,000 and
not more than $500,000 -5% of the increment
more than $500,000 and
not more than sl,uuu,boo 1% of the increment
more than $1,000,000 1.5% of the increment”
Section 3. Section 15-37-105, MCA, is amended to read:
“15-37-105. Computation and payment of tax. ¢t¥ The
tax due under this part is computed according te 15-37-103

and is due and payable on or before March 1 of each year for

-3- SB 384
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the products produced in the precedlng calendar year. The
tax due under this part becomes delinguent as of midnight on
March 1 of the year immediately following the productiaon
year, If good cause 1is shown, the department may grant a
reascnable extension of time for payment of the tax. During
the period of any extension granted, the tax due bears
interest at a rate of 1% a month or any part thereof.
+2y--If-any-such-persan-has-secid-er-stherwise--disposed
oi—any—oé-its-mine‘s-prcdgehu—at~a-pf§ee—subsbantinily-beiow

the--true-market-price—of-such-preduct-at-che-time-and-piace

ef-such-sate-ar-dispasatyr-then-the-department-shail--compute

the——gross—-valiue--of-such-pereion-of-said-mineis-product-so
sotd-or—disposed-cf-subatantialiy-beiow-the-market-price--a=s
aforesatdy--which--gross--vaine--shaii-—-be--based--upon-—-the
guotationa—of-the-price-of-such-minets-product-in-—-New--¥ork
Eity--at-the-time-such-portion-of-the-product-was-se-soid-or
otherwise-disposed-—-af--as--evidenced--by-—some—-estabiished
authority——er-—market——rgperey—-sueh--aa—the—engineering¢and
Hinkng—-&ourna}——uf--Hei——EarkT——er--seme---other———standard
pubiieationy—-giving-the-market-reporta-for-the-year-covered
by-such-statemant:-Shouid-there-be-no-guotation-covering-any
particuiar-producty-then-the-department—shati-fix-che--vatue
af--such-grosa-product-or-such-poertion—tirerecf~as-shati-have
been-seid-or-otherwise-disposed-of-at-a—price--substantiatiy

betow--the~--trae--market-price—at-the-time-and-pltace-ef-such

~4- SB 384
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sate-or-disposal-—in h——a--manner--as--may-—seen——-to-—pe
equitabies”

NEW SECTION. Section 4. 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 tc the provisions of this act.

NEW SECTION. Section 5, Effective date -
applicability. This act is effective en-Jduiy-i7-196%7 WHEN

SHPPIC1ANT--REVENUE--18--€6EhEBE¥ED-~AND--BEBICATED--FO---FHB

RAPBACHMENT--OF--REVENUB--FHAZ--WOHLDP-BR-bE9F-AS-A-RASULT-OF

PHES-AEP ON JULY 1, 1988, and applies to taxes due for

minerals extracted or produced on or after July 1, 987
1988.

-End-

—5- SB 384



