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NORTHERN MINERAL ADVIS®RY COMMITIEE

The Committee recommends the following statement in order to provide
guidance to the Minister in the formulation of Nerthern mineral policy.

1. The Government of Canada will foster, "Role of the Non-
promote and encourage prospecting, Renewable Resources"
exploration and mining in the Yukon
and Northwest Territories in
recognition of the fundamental
and major role of non-renewable
resources in the economic and
social development of the North.

The Committee supports the principle
that economic development of the North
must proceed with full recognition of
the legitimate interests of Northern
people and the protection of the
environment.

2. In support of the above declaration the "Consultation”
Government of Canada undertakes to
establish means for continued
consultation with the mineral
industry preceding and during the
development of legislation and
regulations related to Northern
mineral development.

3. A preferred option with respect to "Mineral Tenure"
reservation of surface lands for any
parties is that all mineral rights
remain vested in the Crown. The
Committee recognizes that, although
some mineral alienation may occur
in the COPE settlement, the Committee
does not regard this part of the
agreement as 2n essential element
in land settlements. This 1is not
inconsistent with achieving a broad
equity between settlements, but such
equity does not mean that any one
settlement be considered a precedent
because of the variability of conditions
throughout the North.

The Committee recognizes that there will
be areas where economic development is
prohibited or restricted. These lands
should encompass the minimum area required
to achieve the objective, and their
selection should take into account their
potential mineral value.
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4, Access to mineral rights or to non- "Access"
alienated areas should be maintained
notwithstanding any subsequent
alienation of the surface rights.
On all lands where development is
not prohibited, access should be
assured for prospecting, staking,
exploring and developing mineral
resources.

5. Land use policy should endeavour to "“"Land Use Policy
achieve a balance between economic ‘and Environment
development and environmental protection.

The Committee recognizes that reasonable
and positive efforts must be made by all
parties to minimise disturbance of the
natural environment.

6. Administrative and fiscal terms and "Incentives"
conditions established by the Crown
with respect to disposition and use
of the mineral rights should provide
individuals and corporations incentives
.which are commensurate with the
difficulties and risks of finding,
exploring, developing and operating
mines in Canada's North.

7. Northern people will be encouraged by "Participation by
both government and industry to Northern Residents"
participate in Northern Canada’'s
mining industry.

8. The Government of Canada will assist "Infrastructure"
in the development of efficient 'and
economical modes of transport and other
forms of infrastructure in the North.

copies to - G.H.D. Hobbs
M.N. Anderson
O.E. Owens
H.T. Fargey
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GENERAL STATEMENT

. The ters of reference gJ.ven to the flsczl sutrmmu.ttee. were to examine the

_ varlous Federal "'I‘errltorlal" and mlnlng royalty tax regnm as dley applled o
to corporatlons w1th mmexal productlon North of 60 and/or persons and make )

; recxmna’»datlons to the mam ccmnltteeon Marc:h 14 & 15 as to proposed changeﬁ (.

: _'des:.gned ’oo stzmulate mmng North of 60 Dunng the course. of prel_uunary
' "-_"'r"dlscussmns !renbers of the camu.ttee \mamnous.ly dec1&ed that tbe rev:.ew of the _ -

flsczl regm were to be made w1th the object of seeJQ.ng changes in acoordance

' w1th present flscal pOllCl% and av01d rach.cal 1deas. After a few meetlngs it

o became raadlly appaxent that because of the 1nter—relat10nsh1ps of not only the N
varlous flscal regm belng exazmned but also the 1nter—relatlo'ﬂs‘m.o of the _

' van.ous elenenfs w1thJ_n each fJ.scal regme, fmal re(xmmendatlons ooula not be
-made to the main oam1ttee untll after the effects of t‘he proposed c.hanoes on

Athe mlm.ng company models establlshed by EMR and MAC, could be stzoled. In
addltmn, theMAC feels that de01510ns ard reoom'\eudatlons made by thls cammittee

" -w1ll mfluence future relatlonshlps of the mlnmg 1ndustry and go“e"r'nent with

req:ect to federal/prov:mmal taxatlon. As ‘the rrodellmg has nct been campleted,

this report can be considered only as mtenm The sub—«mumttee w:Lll rake

eve::y effort to ocxrplete the stndy after the proposed Aprll meetu‘:g :Ln ,

Yellow‘cnlfe but before the main ccmmttee reports to the MlStQ..

The Gomnittee
The-&xmu'ttee c0nsists of:

- Bill Beard - Energy, Mines and Resources
- Bob Keyes — Department of Finance . '
- #Ul1li Rath - Mining Association of Canada
Bill Irvine — DIAND : _

Marcel St. Pierre - DIAND
. Harry Woodward — DIAND
*Jack Patterson — DIAND

'Gﬂ'-:
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at the value subject to royalty can result in sllghtly dlfferent levels of -
' taxatlon. The main differences are the N W T. 8 percent processz.ng allcmance,

" ot allowed in the Yukon and the Yukon deductlon of cnr;nrate tax, not allowed

Operatmg grants for 1978/79 flscal year on a per caplta ba.s:.s to the N W.‘I‘.
- and Yukon at $3 241 and $1, 273 respectlvely are much greater than orovmc1al
equallmtlon payments th.ch ranged from zZero- to ‘a maximm of $623 oer camta |

N z_ for Prlnce Fdward Island

o _Estlmated 1979—80 North of 60 revenues arlslng from mcane tax or mlnlng rovaltles

e ”whlch nomally accrue to the Prov1nces are. as follows‘ _

. Million $

U UNW.T.  Yukon

Con:oratlon "'.Derrltorlal" Income Tax ) 5 2

Mining Royalty ’ _ A 1.1 1.5
Personal Income Tax . o 16 11

'22.1 - 14.5

' CORPORATE INCQME TRX -

' _.Although the Goverrment of the Northwest'Territories controls 10 points of the
fedéral corporate taxes, which it is free to increase or decrease ‘like the
prov:.nces, the net effect on the taxpayer, as shown below, is the seme in

both 'I!errltorles.
Yukon - Basic 46% less resource allowance (25% X 46% or 11. 59) .34.5%_ Net Tax

N.W.T. - Basm 36% less resource allowance (25% X 36% or 9%) = 273
. Plus 10% less (25% x 10%.or 2.5%) resource allowance = 3£.5% Net Tax

.../4
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In add.lt:l.on to the above the followuag have attended several of the meetlngs.

Dav1d Scnm Emergy, Mmes and Resources _'
" Dereck Williams - Department of Flnance .
' Ragu Raghunanthan DIAND - : —

o Msetmgs, each from three to four hours 1or:g, have been held on Ja’:uary 26 & 31- e
'_Febmazyz 14 16&21 andMarch 1, 1979 | ’

\ P B 'l.,

j The rev'iéw' of Vthe caruiittee.feil naturally into ‘three ‘main divisions.

T1) Mlne Corporat.lon Tnoame Tax (Federal and Provrnc:.al " "r:itorial")

- 2) Mining Tax/Royalty .- - _ A

. _"3)‘_ Personal Incare Tax: .

_"Corporate incame tax at 46% 1s the same in both te.rrltorles, however, commencing R

: Jarmary 1, 1978 the Northwest Terrltorles assumed res;nns1b111ty for the 10 points |

' of corporate tax allocated to the provmces with the authorlty to 1; .crease or

decrease the rate. ‘I'he faieral government when calculatlng future ‘..I..T.
, operatmg grants w1ll not plck up any 1ncreased def1c1t caused by the L.m.lateral
reductlon in the "TerrJ.t-orJ.al" tax rate. The Yukon Terrltory will b,_obably

assume tnls taxatlon reSpOIISlbllltV Wlthln the next few years.

.V_f'ersonal incrme taxl, _at 43% is the'same in.both Ter_ritories, just bemnd the
| 38-5% of Alherta, and less than that of .the'rest o‘fr the provihces %»:hich range
‘ 'f-ranw44.0% tor '5‘8.0%.. In 1976 the average intcxﬁe_,per taxpayer for the Y.T. at
$11,454 and the N.W.T. at $11,170, on a national scale, came first ard fourth

réspectively. o

Mlmng revenues 1n the two terrltorles are currently taxed for roval-\ purposes

at the same rate, however, d:Lfferences in allowable deductlons when arrlvmg :

.../3
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Discussion was carried out within the folldwing areas as they relate to

“',6-)

':.10)

‘Corporate Tax.

1) Inventory Allowance S ' o

"2) CCA Major Mining and Process.mg Msets '

*'3) OCA Ongoing Mining and Process:ng Asseis X
.~ 4) . Resomwrce Allowance , .

.5) -Debt Interest

. Exploration ' ' T

7). Preproduction Developnent & Property Aoqu1s:.t10n

-8).. Depletion = - ‘ :

9) Ioss Carried Forward

X Im_z'estment Tax Credit

.'and was dec1ded that the follow1ng propos:Ltlons warrant a more detalled

__ -exaxmnatlon 1nclud3.ng a study usmg the BR and MAC mine m:dels, both

R 'md1v1dually and in comblnatlon. '

Increase the 1nvestment tax credlt in the 'I‘errltorles from its presmt value

of 109 bl 20% for the first $250 mllllon of :mvestment.

-2) |

_E'fl_irlrﬁnate"the_ present provision of a S—year limitation on the carry forward

. of the investment tax credit on qualifying northern e;'cpenditnres.'

: j3).

‘Provide an increase in the earned depletion eamirng rate fram $1 for every

$3 spent to $2 for $3 for e)qendltures on all quallfylng assets related to

) developnent of a new mine and related soc1a1 assets in the Yukon arxd

2)

Nozthwgt Territories.

Increase the 25% limitation on the annual claiming rate for earmed depletion

to 50% on Class 28 assets against incone earned in the Yukon and Northwest

Territories.

- /5
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Increase the wrlte—off for qualifying sc:.entlflc resea.rch franm 130% to

200% for experxiltures made in the Yukon and Northwest "'errlto*'les.

.,

Vancouver, to the Adv:.sory Ocnm1ttee in Whltehorse regardlng flscal 1ncent1v&s R

-
permltted to deduct 150% of the North of 60 exploratlon and cevelop“aent

- for prospectors and junlor canpanleﬁ have not as yet been exammed in detall. o

A]_low individual taxpayers and non—prmc1pa1 busmess corporatlovs to be

: iexpenses and accrue J.t, frcm the incaome derlved fran other sou:ces. _

- N :_2)

"Allow prosoectors and 1nd1v1dual gx:ub—stakers to be subject tc caoltal gains |

o ’cax treatnent for the proceeis from the sale of mlneral prooe:r_es resultmg

R i frcm the prowtmg regardless of whether the sale is for cash or shares.

At present the deflnltlon of prospector" is tno narrow, it s*sou'id be

: ‘bmoadened to J_nclude prospectors, or geologlsts and englneers, who transfer

| "_propertles to campanies and prcxtote these campanies.

3

4)

‘Allow 1nd1v1dual taxoayers who J.ncur development expenses in con51d_ratlon

for shares 1n a company to be subject to capltal gaJ.ns t:reai:rent on the sale’
of those shares. At. present such a sale is subject to full 1*zoa'1e tax. The
Act should also be broadened to allow the camany that does the actual work
#0 function as the agent for the taxpayer, and thereby avoid certain
artificial transactions, now carried out by corporatiors taking acdvantage

of this section.

Allow major campanies to write-off against their minin.g incare 200% of all

cash paynielts, except payments out of production, made to prosoectors or

../6
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Junlor mmmg canpama for mlneral propertlec-_ Major @manies mlght _

then be more generous in rennbursmg and consequently flnanmng

prospectors and Junlor cnmpa.mes. '

' Mmms ROYALTY

- 'Ihe sub—ccmnlttee agreed that the overall flscal reglme in Canada s North should
' 'be 1n accord w1th the pr1nc1ples outllned in the November 1978 Federal—Promnc:.al
- " 'I'exah.on Rev:.ew. 'I‘he ra:amendatlons for government actlon, accepted by the
carmttee in arrlvmg at de51rable resource taxatlon objectlves are as follows
| 1_5 Stablllty and Certaa.nty in the Tax Systen o
-* 2) The Cyclical Nature of Mmmg Industry be Reoogmzed T
* 3) . An Acceptable level of Tax in order to Achieve Adequate Level of
'~ Capital Investment, Growth and Development : o
4) An Acceptable Federal/Provincial Division of Revenue
5) Encouragement of Further Processing in Canada S
.6) Cons:.stency of the Tax Systan w1th Natlonal Prlorltles :
With respect to the above reccmmexﬁatlons for govezment action the followmg

ocxtments were noted by the comnlttee
'i)‘ _'The royalty system for North of 60 has changed very llttle, the rates

not at all, s:.nce the passage in 1924 of the Yukon Quartz Iu.nlng Act.

" 'As an P.ct of Parllament is requ1red to retroactlvely put into effect

any changes to mmlng leases currently in good standmg, not only is
it d1ff1cult to effect any current desn_red changes but perhaps even

more dlfflcult to make major amendments in the future. g

- ii)  The cycllcal nature of the mining 1ndustry was recogmzed by all ard
some sort of averaging technlque is requlred such as:

a) a three year moving averaging of values subject to royalty
b) carry forward of unused processing allowance.

'T"/7-
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1ii) The ecmmittee agreed that a “nummal level of -takation" wntil the
_ orlgmal capltal mv&cted is recovered is equltable, hc»ever, that

) level is yet to be establlshed. . |

L
-

iv)' Although the ocxm:.ttee recogmzec that for the medlum and 1ong term
o the non-rena:able resources North of 60 w1ll ranaln w1th \.he Crown,

'"'-the future p0551b111’qf of a.ddltlonal allocatlons of revenves arlslng

‘ fran m.me:s 1n the Terrltorles, dlctates an acoeptable Fede:al/"Provmcnal"‘

} lelSlon

-v) "he conmlttee agreeded to encourage further proce551ng. ' here was
general agreement that a 15% processmg allowance woqu rexve frcn

rroyalty calculatmns any pIOfltS made by the conoentrator. |

i) L ’Ihe sulrcumnlttee agreed that an apr:rmprlate 1evel of taxa‘.:lon for North
o -of 60 (T*‘ederal "Prov:nmal" and rcyaltv) auolled on a progect basis

' should be ocmpetltlve w:Lth provaJ.al jurlsdlctlons.

Both flat and esoalatlng rates of taxatlcm were dlscussed. In addition, a two
_ tler tax sysbem was suggeﬁted oomsmtlng of

1) guaranteed annual incame based on productlon =
2) -tax based on proflts : .

with 1) being a deductnble item for the calculation of 2) .. The royalty scheme,
_ currently proposed in Blll C—-20,- could provide a sourxce of income, 1) above,

suitable for land claim settlements which could not readil y be altered.

The sub-comittee agreed that a special tax regime for uranium be examined.

This appears to be in accord with the existence of special tax regimes for oil

/8
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and gas, tar sands and coal. It was further decided that provisions be
included whereby royalties could be waived if in the national (Territorial?)

J'.nt_ereéts .

jPEFSONAL'I‘AX

h The sub—ca'\m:.ttee has not as yet examnned possmle areas w1..h the personal tax
sector Wthh could be mochf'l ed in order to make worklng North of 60 more ’

'_fJnarxclally attractlve.
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