
TAXATION COMMITTEE 
45TH LEGISLATURE 

Rep. Herb Huennekens, chairman of  t h e  T a x a t i o n  Committee, c a l l e d  t h e  
mee t ing  t o  o r d e r  i n  t h e  Governor ' s  Recep t ion  Room of  t h e  C a p i t o l  
B u i l d i n g ,  Helena ,  J a n u a r y  26, 1977, a t  8:00 a.m. A 1 1  members of t h e  
committee were p r e s e n t .  B i l l s  t o  be  hea rd  were House B i l l s  168 con- 
t i n u a t i o n ,  198,  237, 277, 358. 

Rep. J a c k  K .  Moore, D i s t r i c t  # 4 1 ,  Cascade County, r e a d  a  l e t t e r  from 
t h e  Governor t o  t h e  N a t i o n a l  Guardsmen, d e s c r i b i n g  t h e  impor tance  of 
t h e  N a t i o n a l  Guard, and h i s  a p p r e c i a t i o n  f o r  t h e i r  e f f o r t s .  

Rep. Moore i n t r o d u c e d  Genera l  Harry  Thode, A s s i s t a n t  Ad- 
HOUSE BILL j u t a n t  G e n e r a l ,  Department o f  M i l i t a r y  A f f a i r s .  The Na- 

t i o n a l  Guard i s  o n l y  a v a i l a b l e  t o  t h e  Governor.  The s t a t e  
168 p r o v i d e s  3 %  of t h e  expenses  o f  t h e  N a t i o n a l  Guard and t h e  

f e d e r a l  government pays 97%. Approximately $750,000 i s  
c o n t i n u e d  p a i d  i n t o  t h e  g e n e r a l  fund th rough  income t a x e s  from members 

of  t h e  N a t i o n a l  Guard. $15 m i l l i o n  of f e d e r a l  money i s  
s p e n t  i n  Montana f o r  t h e  N a t i o n a l  Guard, which i s  $150,000 l e s s  t h a n  
income t a x  p a i d  i n  by t h e  N a t i o n a l  Guard. There  a r e  48-500 p e r s o n n e l  
i n  t h e  Guard. Income t a x  r e l i e f  c o u l d  h e l p  keep young men i n  t h e  g u a r d ,  
b r i n g i n g  i n t o  t h e  s t a t e  $150,000 o v e r  and above t h e i r  expenses .  I f  t h e  
guard  i s  n o t  k e p t  up t o  c e r t a i n  s t a n d a r d s ,  Montana w i l l  l o s e  t h e i r  
spend ing  power and b e g i n  t o  l o s e  h e a d q u a r t e r  u n i t s  and c o u l d  l o s e  a  
squadron i f  t h e i r  s t r e n g t h  would be reduced .  W e  a r e  l o o k i n g  f o r  a  way 
t o  h e l p  r e c r u i t  and r e t a i n  t h e  p e o p l e  t h e y  have.  

Co lone l  Hugh McElwain, Montana N a t i o n a l  Guard A s s o c i a t i o n ,  He lena ,  sup- 
p o r t s  HB 168 a s  a n  i n c e n t i v e  measure.  See  h i s  a t t a c h e d  t e s t i m o n y .  

There  w e r e  a p p r o x i m a t e l y  25 o t h e r  s u p p o r t e r s  of  t h i s  i n c e n t i v e  measure 
a t  t h i s  h e a r i n g .  See  t h e i r  t e s t i m o n y  a t t a c h e d .  

Rep. E s t h e r  Bengtson,  D i s t r i c t  #59 ,  Yel lowstone  County, sponsor  of  
HOUSE BILL 358, e x p l a i n e d  t h i s  b i l l  l owers  t h e  t a x  r a t e  on l i v e s t o c k  
from C l a s s  3 ,  33 1 / 3 % ,  t o  C l a s s  7 ,  7% o r  from a n  e f f e c t i v e  t a x  r a t e  o f  

13 .3% t o  2 .8%.  See  E x h i b i t  A f o r  a  more d e t a i l e d  a n a l y s i s  
HOUSE B I L L  of l i v e s t o c k  t a x e s ,  and income produced by t h e  l i v e s t o c k  

i n d u s t r y  i n  comparison w i t h  o t h e r  i n d u s t r i e s  i n  t h e  s t a t e .  
358 The l i v e s t o c k  i n d u s t r y  c a r r i e s  an  u n r e a s o n a b l e  s h a r e  of 

t a x e s .  Rep. Bengtson u r g e s  t h e  L e g i s l a t u r e  t o  p r o v i d e  f o r  
an  e q u i t a b l e  t a x a t i o n  p r o c e s s  f o r  a l l  unprocessed  p r o d u c t s  and t h a t  t h e y  
be t a x e d  a t  t h e  same r a t e .  Ca t t l emen  s e l l  a t  r e t a i l ,  and t h e i r  t a x e s  a r e  
based on marke t  v a l u e  - i n v e n t o r i e s  of  o t h e r  b u s i n e s s e s  d o n ' t  l i s t  a t  
r e t a i l ,  t h e y  l i s t  a t  t h e i r  c o s t .  C o s t s  of  t o d a y  a r e  much g r e a t e r  t h a n  
t h e y  used t o  b e  f o r  t h e  l i v e s t o c k  i n d u s t r y .  Cat t lemen a r e  s t i l l  g o i n g  
behind b e c a u s e  of  t h e  e r o s i o n  of  t h e  d o l l a r  due  t o  i n f l a t i o n  and low 
s e l l i n g  p r i c e s .  S imple  e q u i t y  demands t h a t  something be  done.  L e t ' s  
g e t  it e q u i t a b l e  and t h e n  d e c i d e  how t o  g e t  t h e  r e v e n u e s .  

Zack S t e v e n s ,  Montana Farm Bureau,  s u p p o r t s  HB 358. See  h i s  t e s t i m o n y  
a t t a c h e d .  B e l i e v e s  t a x  s a v i n g s  o f f e r e d  i n  HB 358 c a n  h e l p  i n  p r o v i d i n g  

) t h e  s t i m u l u s  needed t o  a i d  Montana 's  economy. 

Ed Lord ,  r a n c h e r  from G r a n i t e  County, s u p p o r t s  HB 358. See  h i s  t e s t i -  
mony a t t a c h e d ,  " C " .  H e  t h i n k s  t h e  l i v e s t o c k  man i s  u n f a i r l y  t a x e d .  
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J a c k  Hayne, r a n c h e r  n o r t h  of  Dupuyer, Pondera County, spoke i n  sup-, 
p o r t  of  HB 358. He b e l i e v e s  c a t t l e  s h o u l d  b e  t a x e d  t h e  same a s  o t h e r  
i n v e n t o r i e s .  See  h i s  t e s t i m o n y  " D " .  

Roy Merit, Western Montana Stockmen 's  A s s o c i a t i o n ,  r e p r e s e n t i n g  900 
members, s u p p o r t s  HB 358, b e l i e v e s  t h e r e  s h o u l d  be f a i r n e s s  i n  t a x a t i o n .  
Other  a g r i c u l t u r a l  p r o d u c t s  a r e  t a x e d  a t  78,  some n o t  a t  a l l  - b e l i e v e s  
t h e r e  s h o u l d  b e  a  more e q u i t a b l e  t a x  r a t e .  Western Montana Stockmen's  
A s s o c i a t i o n  u r g e s  t h e  Montana L e g i s l a t u r e  a  more e q u i t a b l e  method of  
t a x a t i o n  be  e s t a b l i s h e d ,  u s i n g  a n  a v e r a g e  i n v e n t o r y  a s s e s s m e n t .  Ex- 
h i b i t  "F" .  

Thomas E .  Lane, L i v i n g s t o n ,  Montana, Pa rk  County L e g i s l a t i v e  Associa-  
t i o n ,  s u p p o r t s  t h i s  b i l l .  See  h i s  t e s t i m o n y  r e q u e s t i n g  a  more f a i r  
method of  t a x a t i o n .  E x h i b i t  " E n .  

Donald A .  Berg ,  r a n c h e r ,  M a r t i n s d a l e ,  Montana, Wheatland County,  sup- 
p o r t s  t h e  b i l l .  See  t e s t i m o n y  a t t a c h e d .  

David L. B e r t e l s e n ,  Ovando, Montana, B l a c k f o o t  Stockmen 's  A s s o c i a t i o n ,  
s t a t e d  t h e  l i v e s t o c k  i n d u s t r y  i s  t h e  h i g h e s t  producing and l o w e s t  p a i d  
group i n  Montana. J u s t  want f a i r  and e q u a l  t r e a t m e n t .  S u p p o r t s  HB 
358. 

E.  Maynard Smith ,  Glen ,  Montana, Southwestern  Montana Stockmen, S i l v e r  
Bow County,  u r g e s  s u p p o r t  and a p p r o v a l  of  HB 358, which moves l i v e s t o c k  
t o  7 %  c l a s s i f i c a t i o n .  The p r e s e n t  c l a s s i f i c a t i o n  p l a c e s  a n  undue bur-  
den on l i v e s t o c k ,  which shou ld  b e  c o n s i d e r e d  a s  a n  unprocessed  l i v e s t o c k  
p r o d u c t  a t  7%. 

George Lacey,  Drummond, Montana, stockman, chairman o f  t h e  Farm C r e d i t  
Board and t h e  Bank a t  Spokane, s e e s  p e o p l e  th roughou t  t h e  Northwest  
a n d s e e s t h e  t r o u b l e  t h a t  c a t t l e m e n  a r e  i n  and it i s  s e r i o u s .  Old l i n e  
c a t t l e m e n  a r e  i n  r e a l  f i n a n c i a l  d i f f i c u l t y .  Any t i m e  any e q u i t y  can  
be  made, it would make it b e t t e r  f o r  them. S u p p o r t s  HB 358. 

Leo F .  "Frank" Haegen, B u f f a l o ,  Montana, Fe rgus  County L i v e s t o c k  Associ -  
a t i o n ,  h a s  100 members. They need a n y t h i n g  t o  h e l p  f i n d  t a x  e q u a l i z a -  
t i o n ,  s o  stockmen c a n  s t a y  i n  b u s i n e s s .  

The Beaverhead Ranchers  Roundtable  a r e  i n  s u p p o r t  of HB 358. 13 members 
s i g n e d .  

J o e  Tadevick ,  Shonkin,  Montana, P r e s i d e n t  of t h e  Chouteau County Live-  
s t o c k  P r o t e c t i v e  A s s o c i a t i o n ,  s t a t e d  t h e y  a r e  i n  f a v o r  of  t h i s  b i l l ,  
and demand e q u a l  based t a x a t i o n .  

George Vogt,  S u l a ,  Montana, stockman, s u p p o r t s  HB 358, s a y i n g  t a x e s  on 
o u r  cows a r e  $6.86 i n  1976. 10-12 y e a r s  now t a x e s  on a  cow whose l i f e  
l e n g t h  i s  t h a t ,  adds up t o  a b o u t  1/2 h e r  a v e r a g e  when s o l d  a t  146 a  
pound. 1 0  y e a r s  ago t h e r e  were 9 stockmen i n  t h e  cow and c a l f  b u s i n e s s ,  
and i n  1970 t h e r e  w e r e  t h r e e  l e f t .  
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J e r r y  C .  Tonne, G e r a l d i n e ,  Montana, V i c e - p r e s i d e n t  of t h e  Montana 
P o l l e d  Here fo rd  A s s o c i a t i o n ,  s u p p o r t s  t h i s  b i l l .  They have 80 mem- 
b e r s .  S e e  h i s  t e s t imony .  Taxes on cows a r e  p a i d  e v e r y  y e a r ,  w h i l e  
o t h e r  i n v e n t o r i e s  o n l y  pay once  on t h e  same p r o d u c t .  

L e e  Gibson,  B u f f a l o ,  Montana, had t o  t a k e  o u t  a  l o a n  t o  buy i n t o  h i s  
d a d ' s  p l a c e .  H i s  t a x  on cows i s  h i g h e r  t h a n  t h e  i n t e r e s t  on t h e  l o a n  
t o  buy t h e  cows. I t  would h e l p  young men t o  g e t  a  s t a r t  i f  t a x e s  were 
lower .  

Kenneth V r a l s t a d ,  i s  i n  s u p p o r t  of HB 358. 

J e f f  Dogge t t ,  White Su lphur  S p r i n g s ,  Montana, Meagher County Commis- 
s i o n e r  and stockman, i s  a  proponent  f o r  HB 358. 

George Lackman, Department of  A g r i c u l t u r e ,  Helena ,  i s  a  p roponen t .  

C l i f f  Haugen, Moccasin,  Montana, Montana Red Angus A s s o c i a t i o n ,  f e e l s  
it would b e  f a i r  and e q u i t a b l e  t o  have a l l  forms of commodi t ies ,  i n -  
c l u d i n g  l i v e s t o c k ,  a s s e s s e d  on t h e  same 7% b a s i s .  

F r a n c i s  E n g e l l a n t ,  G e r a l d i n e ,  Montana, i s  a  p roponen t .  

Clyde Deschamps, Ronan, member of t h e  Board of L i v e s t o c k ,  s a i d  i n  look- 
i n g  a t  t h e  a g e  of p e o p l e  who a r e  i n  t h e  l i v e s t o c k  b u s i n e s s  and t h o s e  
who would l i k e  t o  b e  i n  t h e  b u s i n e s s ,  t h e r e  is go ing  t o  have  t o  b e  some 
h e l p  o r  a l l  o f  Montana i s  go ing  down t h e  t u b e .  

Rep. B u r t  Hurwi tz ,  D i s t r i c t  #45 ,  Meagher County, is  i n  s u p p o r t  of HB 
358. The L e g i s l a t u r e  h a s  done away w i t h  s o l v e n t  c r e d i t  t a x e s  and h a s  
p u t  t h e  burden on t h e  back of  a  cow; h a s  done away w i t h  household  goods 
t a x e s ,  which went o n t o  t h e  back of a  cow. C a p i t a l  of banks i s  a t  7 % ,  
wheat i n  t h e  b i n  i s  a t  7 % ,  and none on s o l v e n t  c r e d i t s .  There  a r e  o t h e r  
b i l l s  coming i n  t o  r e d u c e  t a x e s .  H e  t h i n k s  it i s  a b o u t  t i m e  t o  l i s t e n  
t o  t h e  cowman. 

Rep. O r v a l  E l l i s o n ,  D i s t r i c t  #73,  P a r k  County, s u p p o r t s  HB 358, s a y i n g  
h i s t o r i c a l l y  t h e  c a t t l e  b u s i n e s s  has  been one  of  t h e  low r e t u r n  on t h e  
i n v e s t m e n t  r e q u i r e d ,  and it h a s  always been t h i s  way - it h a s  ups and 
downs - and h a s  a  low r a t e  of  r e t u r n .  What t h e  c a t t l e m e n  want i s  n o t  
a t a x  b r e a k ,  b u t  j u s t  t a x  e q u i t y .  

Other  p r o p o n e n t s  of HB 358 l e f t  t e s t i m o n y  a t t a c h e d .  They a r e :  

Bog Goggins,  Goggins H e r e f o r d s ,  Enn i s ;  Roy D .  M e r r i t ,  Hot S p r i n g s ,  re- 
p r e s e n t i n g  t h e  Western Montana S tock  A s s o c i a t i o n ;  J. G a i l  P a t t o n ,  Lone- 
p i n e ,  Montana, P r e s i d e n t  of t h e  Western Montana Stockmen; C a r l  A n t e r n ,  
L i v i n g s t o n ,  Montana; Dean S t a n c h f i e l d ,  Wise R i v e r ,  S t a n d f i e l d  C a t t l e  
Co.; Lowell  Mallon,  Wise R i v e r ,  Wise R i v e r  S t o c k  A s s o c i a t i o n ;  Dorothy 
V. Cady, M a r t i n s d a l e ,  Cady Ranch; Bruce M .  Cady, M a r t i n s d a l e ,  Cady 
Ranch; W i l m e r  L.  S c h m i t t ,  S t a n f o r d ,  J u d i t h  Bas in  Stockgrowers ;  Mons 
Te igen ,  E x e c u t i v e  D i r e c t o r  of  t h e  Montana Stockgrowers  & Woolgrowers 
A s s o c i a t i o n ,  Helena;  Chas. Zimmerman, J r . ,  W i l s a l l ,  Montana; Lee Gibbs ,  
B u f f a l o ,  Mountain V i e w  Here fo rd  Ranches; J a c k  M. Hayne, Dupuyer; 
Leroy H i l l ,  Geyser ,  r a n c h e r ,  l i v e s t o c k  f e e d e r ;  Conrad Bodner , Raynes- 
f o r d ,  Montana; Bob Pimper ton ,  B e l t ,  J u d i t h  Bas in  Stockgrowers ;  Rober t  
Anderson, Raynesford;  J i m  McDonald, Geyser;  Tom Evans, S t a n f o r d ;  Donald 
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J o n e s ,  W i l s a l l ;  Dick G a r d i n e r ,  A r l e e ,  Western Montana Stockmen; C . E .  
) "Ted" Lucas,  Highwood; WayneHannah, Moore; R o g e r B o h l e e n ,  W i l s a l l ,  

Pa rk  County Stockgrowers ;  V i r g e  H o l l i d a y ,  W i l s a l l ,  who recommends 
d ropp ing  c a t t l e  down t o  7% o r  r a i s i n g  i n v e n t o r i e s  and l i v e s t o c k  t o  
t h e  same c l a s s ;  C h a r l e s  F .  P e t r a n e k ,  F e r g u s ,  P e t r a n e k  & Sons r a n c h ;  
and many o t h e r  l i v e s t o c k  p e o p l e  were p r e s e n t .  

Dean z i n n e c k e r ,  E x e c u t i v e  D i r e c t o r ,  Montana ~ s s o c i a t i o n  of C o u n t i e s ,  
a d v i s e d  t h e r e  i s  no t a x  e q u i t y  a t  t h e  p r e s e n t  t i m e  on c a t t l e .  B e -  
c a u s e  of t h e  f l u c t u a t i o n s  i n  t h e  revenue from t a x e s  on l i v e s t o c k  and 
because  of low p r i c e  and numbers, t h e  c o u n t i e s  a r e  u n c e r t a i n  of  t h e i r  
r evenue .  I f  l i v e s t o c k  t a x e s  a r e  lowered,  r e a l  p r o p e r t y  w i l l  b e  t axed  
h i g h e r .  When c a t t l e  p r i c e s  a r e  down, t h e  r e a l  p r o p e r t y  i s  t a x e d  more. 
The q u e s t i o n  i s  whether  you want t a x e s  based  on t h e  p r i c e  of  a  cow o r  
on t h e  r e a l  p r o p e r t y .  Up t o  20% of t h e  t a x e s  i n  some c o u n t i e s  i s  on 
t h e  cow. Cows have d e c r e a s e d  i n  v a l u e  t h e  l a s t  y e a r  - o u r  t a x  sys tem 
c a n n o t  be on t h e  b a s i s  of a  cow. T h e i r  f e e l i n g  i s ,  because  t h e  i n e q u i -  
t i es  e x i s t ,  a l l  l i k e  i n v e n t o r i e s  shou ld  b e  i n  t h e  20% c l a s s ,  p u t t i n g  
a l l  l i k e  i n v e n t o r y  i t e m s  i n  t h e  same c l a s s .  Urges t h e  committee t o  
r e q u e s t  a  f i s c a l  n o t e  on t h i s  b i l l  b e f o r e  p a s s i n g  it o u t .  

Rep. Bengtson gave  t h e  committee p e t i t i o n s  showing o v e r  1 ,000  s i g n a -  
t u r e s  i n  s u p p o r t  of  HB 358 and r e q u e s t i n g  r e d u c i n g  l i v e s t o c k  t a x e s  i n  
g e n e r a l .  She f e e l s  it i s  t i m e  t o  respond t o  t h e i r  r e q u e s t .  

Rep. S i v e r t s e n  asked:  How a r e  w e  go ing  t o  a l l e v i a t e  t h e  dilemma i n  t h e  
c o u n t i e s ?  When a  stockman l e a s e s  l a n d ,  he  d o e s n ' t  pay t h e  t a x e s  on 
t h a t  l a n d ,  b u t  pays  on h i s  cows. Teigen s t a t e d  t h e r e  i s  no way t o  r e -  
l i e v e  t h e  burden on coun ty  government - t h e  t a x  burden w i l l  be  p l a c e d  
on something.  The problem today  i s  i n e q u i t y .  There  i s  no r e a s o n  f o r  
t h e  cowman t o  be  t r e a t e d  i n e q u i t a b l y .  A man runn ing  p r i m a r i l y  on t h e  
s t a t e  o r  p u b l i c  l a n d  o r  l e a s e d  l a n d  ( t h e  a v e r a g e  r u n  of r a n c h e r s  i n  
Montana have  some p u b l i c  l a n d  i n  t h e i r  o p e r a t i o n )  would have  h i s  c a t t l e  
a s s e s s e d  a t  7% r a t h e r  t h a n  33 1 /3%.  

Rep. V i n c e n t  mentioned t h e  l o s s  f o r  t h e  biennium i n  revenue  would be 
$3.6 m i l l i o n  i n  1975; $450,000 loss i n  Beaverhead County. R u r a l  p e o p l e  
a r e  v e r y  t a x  c o n s c i o u s  and a r e  aware t h a t  t h e s e  l o s t  t a x e s  w i l l  have  t o  
be made up some o t h e r  way. 

Rep. Severson  a d v i s e d  t h a t  t h e  f e d e r a l  government i s  pay ing  t h e  coun ty  
f o r  i n - l i e u  t a x e s  payments.  

Rep. B e r t e l s o n  s a i d  i f  t h i s  t a x  i s  t r a n s f e r r e d  t o  l a n d ,  a l l  t h e  men who 
a r e  r a i s i n g  something w i l l  b e  c a r r y i n g  a  more e q u i t a b l e  burden.  C a t t l e  
a r e  p r e s e n t l y  c a r r y i n g  $ 4  m i l l i o n  - t h e r e  a r e  some o t h e r  commodi t ies ,  
and o t h e r  p r o p e r t y  t h a t  c o u l d  be  c o n s i d e r e d .  He d o e s n ' t  f e e l  it i s  
f a i r  f o r  c a t t l e  t o  c a r r y  t h e  burden t h e y  have a l l  t h e s e  y e a r s .  Rep. 
Fagg asked  i f  t h i s  i s  a  means of g e t t i n g  a  s h i f t  t o  urban p r o p e r t y .  
I t  i s  a n  a t t e m p t  t o  g e t  e q u i t y .  Rep. O'Keefe q u e s t i o n e d  a s s e s s i n g  l a n d  
a t  i t s  marke t  v a l u e .  A t  one t i m e  c o u n t i e s  owned a  g r e a t  d e a l  of  l a n d  
t h a t  d i d n ' t  b r i n g  i n  any t a x e s .  1 1/2-2% i s  t h e  r e t u r n  on i n v e s t m e n t  
from income on farm l a n d  p r o d u c t i o n .  

I 
M r .  Z innecker  recommends coming o u t  w i t h  a n  i n v e n t o r y  b i l l  t h a t  would have  
a l l  i n v e n t o r y - l i k e  items i n  t h e  same c l a s s .  
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Th i s  was a  well-packed h e a r i n g  i n  t h e  Governor ' s  Recep t ion  Room. The 
r a n c h e r s  had come a long  way t o  a s k  f o r  e q u i t y  i n  t a x a t i o n  of  t h e i r  
i n v e n t o r i e s .  

Rep. Ora Halvorson,  D i s t r i c t  #16,  F l a t h e a d  County, sponsor  of  HOUSE 
BILL 281, a d v i s e d  t h i s  b i l l  r e p e a l s  t h e  Montana Card Games A c t ,  l e a v -  

i n g  b ingo  and r a f f l e s  a s  t h e  o n l y  a u t h o r i z e d  form o f  
HOUSE BILL gambling i n  t h e  s t a t e .  

281 Rep. Aubyn C u r t i s s ,  D i s t r i c t  #20,  L i n c o l n  County,  r e a d  a  
l e t t e r  ( a t t a c h e d )  from Dorothea A. Armstrong,  K a l i s p e l l ,  

Montana, i n  f a v o r  of  HB 281. The Mayor of  Eureka f e e l s  t h e r e  shou ld  
b e  no  expans ion  of  gambling - see h e r  t e s t i m o n y  a t t a c h e d .  

Rep. John S c u l l y ,  D i s t r i c t  #76 ,  G a l l a t i n  County, a d v i s e d  HB 281 i s  an 
a l t e r n a t i v e  t o  S e n a t o r  Lynch 's  b i l l .  Rep. S c u l l y  i s  a  d e p u t y  coun ty  
a t t o r n e y ,  and f e e l s  t h i s  b i l l  needs  some amendments. The Supreme 
Cour t  r e c o g n i z e d  keno a s  a  b ingo  game, i n  which t h e r e  a r e  no c a s h  
p r i z e s .  He c a u t i o n e d  t h e  committee t h a t  i n  a n y t h i n g  done i n  t h e  
gambling a r e n a  i n  d i s c u s s i o n  t o  t a k e  a  look  a t  t h e  p r e s e n t  l anguage  
you have.  You have t o  r e a l l y  know t h a t  we need c o n t r o l  o v e r  t h e  
gambling - a t  t h e  p r e s e n t  t i m e  t h e r e  r e a l l y  i s  no c o n t r o l .  He t h i n k s  
t h e  committee shou ld  c o n s i d e r  t h e  f a c t  t h a t  i f  you a r e  g o i n g  t o  have 
gambling o p e r a t i o n s ,  t h e r e  shou ld  be  c o n t r o l  of  it. 

Peop le  w i l l  make money by s e l l i n g  t h e i r  b a r s  t o  someone e l s e  who w i l l  
n o t  be  f o r  t h e  b e s t  i n t e r e s t  of  t h e  s t a t e ,  b u t  w i l l  be  i n  t h e  b u s i n e s s  
t o  make money. I f  t h e  gambling measures  p a s s ,  s m a l l  b u s i n e s s e s  w i l l  
b e  wiped o u t .  He u r g e s  t h e  committee t o  pay p a r t i c u l a r  a t t e n t i o n  t o  
t h e  b ingo  s e c t i o n  and t h e  r a f f l e s  s e c t i o n  of  t h e  p r e s e n t  law and HB 281. 

C a r l  R e l s h a l l ,  F i r s t  B a p t i s t  Church, Eureka ,  a c t i v e  c i t i z e n  of t h e  
coun ty ,  p a s t o r  of t h e  f i r s t  B a p t i s t  Church o f  Eurkea ,  i s  confused  a s  t o  
t h e  p r o p e r  l anguage  and form a  b i l l  shou ld  t a k e ,  b u t  i s  a p p a l l e d  a t  
any t y p e  o f  l e g i s l a t i o n  t h a t  smacks of  a  gambling e n t e r p r i s e .  Any 
t y p e  of l e g a l i z e d  gambling h a s  a  means o f  s i p h o n i n g  o f f  money and 
a c t i v i t y  from needs of f a m i l i e s ;  and encourag ing  p e o p l e  i n  spending on 
nonproduc t ive  a c t i v i t y  s h o u l d  n o t  be  done.  See  h i s  t e s t i m o n y .  Urges 
s u p p o r t  of  HB 281 - t h i n k s  young peop le  s h o u l d  n o t  have  t h e i r  problems 
i n c r e a s e d  by t h i s  l e g i s l a t i o n  - t h e r e  a r e  no h e a l t h y  b e n e f i t s  from 
gambling.  

Rev. L y l e  R .  P e r s o n ,  p a s t o r  of  t h e  E v a n g e l i c a l  Covenant Church,  Helena ,  
f e e l s  gambling t a k e s  money from t h o s e  t h a t  can  l e a s t  a f f o r d  it. He 
spoke i n  f a v o r  of HB 281 on b e h a l f  o f  t h e  poor peop le .  

Rev. George Harper ,  Uni ted  Method i s t  Church, Helena,  d o e s n ' t  t h i n k  
gambling i s  n e c e s s a r y .  S t a n d s  i n  s u p p o r t  o f  t h i s  b i l l .  

Rep. Hal  Harper ,  D i s t r i c t  #30,  Lewis & C l a r k  County, s u p p o r t s  t h e  con- 
c e p t  of t h i s  b i l l .  There  a r e  p e o p l e  i n  t r o u b l e  because  of  gambling.  
There i s  something worse go ing  on r i g h t  now. Any s o c i e t y  b e g i n s  t o  

1 s o f t e n  t o  i l l e g a l  gambling when r e s p o n s i b l e  s o c i e t y  b e g i n s  t o  condone 
gambling.  
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Rev. David Hayden, C h r i s t i a n  R e l i a n c e  Church, Helena ,  i s  a proponent  
of t h i s  b i l l  from t h e  s t a n d p o i n t  of d e a l i n g  w i t h  some i l l u s i o n s :  d e a l -  
i n g  w i t h  t h e  i l l u s i o n  of s a f e t y  - w e  have  l o s t  t h e  f e e l i n g  o f  s a f e t y .  
There a r e  many s o c i a l  problems.  We have  l o s t  t h e  f e e l i n g  o f  s e c u r i t y  
t h e  government h a s  f a i l e d  them. Anything i n  t h e  f i e l d  o f  government 
t h a t  a l l o w s  t h e  f e e l i n g  of i n s e c u r i t y ,  t h e n  t h e  government i s  f a i l i n g  
t h e  p e o p l e  themse lves .  H i s t o r y  s t a t i s t i c s  show t h a t  what i s  go ing  on 
i n  o u r  s o c i e t y  i s  a  n e g a t i v e  i n f l u e n c e .  

Rev. Tom H o c u t t ,  Montana Sou the rn  B a p t i s t  F e l l o w s h i p ,  Helena ,  s u p p o r t s  
HB 281, s a y i n g ,  "When we have  gambl ing ,  you have  problems" .  S e e  h i s  
t e s t i m o n y  . 
Ann Maughan, Helena ,  s u p p o r t s  HB 281. S e e  h e r  t e s t i m o n y .  

OPPONENTS O F  HOUSE BILL 281: 

N e i l  J .  Lynch, Taxpayers  R e l i e f  A s s o c i a t i o n ,  Helena ,  opposes  t h i s  b i l l  
b u t  i s  n o t  n e c e s s a r i l y  i n  f a v o r  of s i n !  The q u e s t i o n  i s  what c r ime  
i s  b e i n g  b r o u g h t  i n  by what gambling we have.  The FBI h a s  n o  e v i d e n c e  
of o r g a n i z e d  crime t h a t  i s  moving i n t o  Montana. There was n o  ev idence  
of  any u n u s u a l  c r i m i n a l  a c t i v i t y  because  of  t h e  e x i s t i n g  forms of  
gambling.  A measure  t h e  committee sponsored  a t  t h e  r e q u e s t  of  t h e  
p r e s i d e n t  s u g g e s t s  t h a t  s u b s t a n t i a l  o r  major  p o r t i o n s  of  gambling a r e  
c o n t r o l l e d  by p e r s o n s  o n l y  s l i g h t l y  o r  n o t  a t  a l l  connec ted  w i t h  organ-  
i z e d  c r ime .  The gambling b u s i n e s s  may know i f  o t h e r s  a r e  i n  t h e  s t a t e  
and may do b u s i n e s s  t o g e t h e r ,  b u t  t h e r e  i s  no s i n g l e  s y n d i c a t e  t h a t  
c o n t r o l s  gambling t h r o u g h o u t  t h e  s t a t e .  I n  1972,  t h e  C o n s t i t u t i o n  
was 2-1 i n  f a v o r  of  t h e  p r o v i s i o n  f o r  gambling be ing  t a k e n  o u t .  Peop le  
vo ted  f o r  gambling f o r  r evenue  and r e c r e a t i o n .  51 o u t  o f  5 6  c o u n t i e s  
vo ted  f o r  gambling.  Gambling was p r e v a l e n t  i n  t h e  e a r l y  s t a g e s  of  
America. I n  1890 a l l  gambling was banned and d u r i n g  t h e  P r o h i b i t i o n  o f  
t h e  1940s .  I t  would b e  c o m p l e t e l y  out lawed h e r e  u n t i l  t h e  new C o n s t i -  
t u t i o n  p u t  t h e  power i n  t h e  L e g i s l a t u r e  t o  do  something a b o u t  it.  The 
same p e o p l e  a g a i n s t  a l c o h o l  a r e  f i g h t i n g  gambling and want t h e  L e g i s l a -  
t u r e  t o  l e g i s l a t e  m o r a l i t y .  6 o u t  of  7 s t a t e s  v o t e d  t o  l i b e r a l i z e  
gambling.  W e  need a  good c o n t r o l  law. Other  b i l l s  coming i n  c o u l d  
e n a c t  a  good c o n t r o l  law. P e o p l e  a r e  unhappy a b o u t  t h e  revenue  pro-  
v ided .  More revenue  from gambling comes i n  t h a n  from a l c o h o l .  There  
is  n o t  a  s i n g l e  b u s i n e s s  p u r s u i t  where you do n o t  t a k e  t h e  r i s k  of  a  
l o s s .  H e  d o e s n ' t  f e e l  Montana i s  r e a d y  f o r  t h a t  y e t .  We need t o  
c l e a n  up e x i s t i n g  laws - l o o k  a t  a l l  l e g i s l a t i o n  coming and e n a c t  l e g -  
i s l a t i o n  t o  c o n t r o l  t h i s .  ERA - opponents  based t h e i r  argument  t h a t  
t h e  ERA i s  immoral. M o r a l i t y  was t h e  i s s u e ,  b u t  it d i d n ' t  s t o p  
d r i n k i n g .  W e  have t o  make c r ime  i l l e g a l !  

Board of  C r i m e  C o n t r o l  r e p r e s e n t a t i v e  hoped d i s c u s s i o n  o f  t h i s  b i l l  
would n o t  bog down i n  d i s c u s s i o n  of m o r a l i t y .  There i s  need f o r  
p r o p e r  s t a t e  c o n t r o l .  Keno o p e r a t i o n s  i n  t h e  S t a t e  of  Montana have 
had them p u t  i n  p l a c e  because  t h e y  a r e  f o l l o w i n g  t h e  law. Over 100 
keno o p e r a t i o n s ' a v e r a g e  inves tment  i s  $5-10,000; a v e r a g e  employment 
i s  between 3-5 p e r s o n s .  Asks your v o t e  a g a i n s t  HB 281. 

Rober t  A .  Fowler ,  B u t t e ,  opposes  HB 281. S e e  h i s  t e s t i m o n y .  
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Kevin B.  Maguire,  V e t e r a n s  o f  Fore ign Wars #1087,  G r e a t  F a l l s ;  and 
Joseph  S i l v e r n a i l ,  VFW P o s t  want t h e  laws l e f t  a s  t h e y  a r e  now. 
Passage  of  HB 281 w i l l  h u r t  t h e s e  c l u b s  f i n a n c i a l l y .  

Ed C .  B u l l e r ,  Moose Lodge, G r e a t  F a l l s ;  and Me1 Hasbrouch, Moose 
Lodge #532,  G r e a t  F a l l s  want laws l e f t  a l o n e .  They would have  t o  
do away w i t h  some o f  t h e i r  s e r v i c e s  i f  t h e s e  laws a r e  r e p e a l e d .  They 
b e l i e v e  t h e  a u t o m a t i c  and mechanica l  t y p e s  of b ingo  and keno machines 
a r e  the '  most h o n e s t .  

Rep. Melvin Underdal  i n t r o d u c e d  S t a n  Watkins o f  She lby ,  who i s  n o t  
i n  f a v o r  o f  p u t t i n g  r e s t r i c t i o n s  on keno and d o i n g  away w i t h  e l e c t r i c  
and m e c h a n i c a l l y  o p e r a t e d  machines.  

John E .  Wolf, E a g l e s '  Lodge # 1 4 ,  G r e a t  F a l l s ,  s a y s  t o  l e a v e  law a s  i t  
i s .  Funds d e r i v e d  from b ingo  go f o r  you th  a c t i v i t i e s .  

Sidney A .  Di l lman,  Helena A r t i c  C i r c l e  Dr ive  i n ,  He lena ,  e n j o y s  b i n g o ,  
and does  n o t  s u p p o r t  HB 281, a l t h o u g h  he does  n o t  want gambling t o  go 
i n t o  t h e  h e a v i e r  t y p e s .  

Me1 B a r b e r ,  Montana Coin Machine O p e r a t o r s  A s s o c i a t i o n ,  opposes  281. 
See h i s  t e s t imony .  

Randy Cole ,  American Legion,  G r e a t  F a l l s ,  o p e r a t e s  b ingo  and keno t y p e  
machines.  I f  you t a k e  b ingo- type  machines away, he cou ld  n o t  o p e r a t e .  
H e  h a s  many o l d  peop le  i n  t h e  a f t e r n o o n s .  H e  t h i n k s  t h e  b i l l  shou ld  

I be k i l l e d .  

John P. P o s t o n ,  Montana Coin O p e r a t o r s  A s s o c i a t i o n  and T r e a s u r e  S t a t e  
Games, Helena ,  a d v i s e d  t h e  a c t u a l  v o t e  on t h e  C o n s t i t u t i o n  p a s s e d  by 
116,900-113,000. An amendment t o  a l l o w  t h e  l e g i s l a t u r e  t o  make laws 
on gambling was v o t e d  i n  118,000 t o  139,000.  Montana Board o f  C r i m e  
C o n t r o l  a d v i s e s  t h a t  91% o f  t h e  peop le  p o l l e d  w e r e  i n  f a v o r  o f  b ingo.  
The a t t o r n e y  g e n e r a l  was asked  i f  keno po re re included w i t h  b i n g o ,  and. 
h i s  answer was y e s .  Manually o p e r a t e d  machines a l l o w  c h e a t i n g .  There  
i s  no e v i d e n c e  t h a t  o r g a n i z e d  cr ime i s  i n v a d i n g  Montana a t  t h e  p r e -  
s e n t  t ime  b e c a u s e  of  gambling laws.  They d o n ' t  want t o  s e e  any li- 
b e r a l i z a t i o n ,  b u t  do n o t  want t o  s e e  gambling r e s t r i c t e d .  

S idney D .  Smi th ,  Helena ,  opposes HB 281. See  h i s  t e s t i m o n y .  

Rep. Halvorson c l o s e d ,  s a y i n g  s h e  b e l i e v e s  t h e  comments by t h e  churches  
may be a  l i t t l e  s o f t .  Laws have a l r e a d y  caused  us  problems i n  Montana. 
They have o r g a n i z e d  c r ime ,  a c c o r d i n g  t o  t h e i r  judge.  W e  have o r g a n i z e d  
d rug  r i n g s .  Some p e o p l e  a r e  gambling t o  t h e i r  comple te  d e t r i m e n t .  
Youth a c t i v i t i e s  s h o u l d  be funded from something else o t h e r  t h a n  gambling.  
W e  d o n ' t  g e t  enough revenue t o  p r o v i d e  t h e  r e s t  o f  t h e  s t a t e  t o  be a b l e  
t o  b a i l  h e r  a r e a  o u t .  The o n l y  d i f f e r e n c e  i s  it h i t  u s  f i r s t  s i n c e  t h e y  
a r e  c l o s e r  t o  p l a c e s  w i t h  o r g a n i z e d  r i n g s .  L e t ' s  g e t  something done t o  
c o n t r o l  t h i s .  
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I 
The i s s u e  was t o  t a k e  t h e  p r o h i b i t i o n  of  gambling o u t  of  t h e  Con- 
s t i t u t i o n  and a l l o w  t h e  p e o p l e  th rough  t h e  l e g i s l a t u r e  t o  d e c i d e  
what t h e y  wanted. Rep. S c u l l y  a d v i s e d  t h e  l e g a l  i s s u e  i s  t h e  one 
t h a t  was v o t e d  on. I t  i s  ha rd  t o  a r r i v e  a t  a  s t a n d a r d  of  what t h e  
p e o p l e  w e r e  r e a l l y  v o t i n g  f o r .  They were v o t i n g  f o r  some s o r t  of 
gambling.  

Rep. J o e  Q u i l i c i ,  D i s t r i c t  #84,  B u t t e ,  sponsor  of  HB 198 ,  handed o u t  
e x h i b i t s  A ,  B ,  C .  Doing away w i t h  t h e  n e t  p r o c e e d s  t a x  on meta-1s 
and r e p l a c i n g  it w i t h  t h e  g r o s s  p roceeds  t a x .  Net p r o c e e d s  t a x  i s  
p a i d  o n l y  on t h e  book p r o j e c t i o n .  Gross  p roceeds  i s  p a i d  on v a l u e .  
The Anaconda Company pays  approx imate ly  96% o f  t h e  t o t a l  n e t  p roceeds  

i n  t h e  s t a t e  - t h e y  w i l l  a l s o  pay a b o u t  t h e  same p e r c e n t a g e  
HOUSE BILL by changing t o  g r o s s  p roceeds .  T h i s  w i l l  have  v e r y  l i t t l e  

e f f e c t  on t h e  res t  of  t h e  s t a t e .  Because some y e a r s  no 
198 t a x  was p a i d  on n e t  p r o c e e d s ,  it made it v e r y  d i f f i c u l t  t o  

r u n  t h e i r  l o c a l  government and s c h o o l s .  I n  some y e a r s  t h e  
company w i l l  pay more i n  n e t  p roceeds  t a x  t h a n  t h e y  d i d  on g r o s s  pro-  
c e e d s .  When t h e  coun ty  r e c e i v e s  no n e t  p roceeds  t a x ,  somebody h a s  t o  
p i c k  up t h i s  t a b .  W e  a r e  a t t e m p t i n g  t o  come c l o s e  t o  what  h a s  been 
p a i d  under  g r o s s  p roceeds  s o  t h a t  we can  even o u t  t h e  payments.  

Ken Morr i son ,  Department o f  Revenue, P r o p e r t y  V a l u a t i o n  D i v i s i o n .  The 
depar tment  i s  a  p roponen t  because  o f  e a s e  o f  a d m i n i s t e r i n g  by t h e  g r o s s  
p r o c e e d s  method. The n e t  p roceeds  t a x  was i n  t h e  1889 C o n s t i t u t i o n ,  
and t h e  l e g i s l a t u r e  had t o  d e v i s e  a  sys tem f o r  t a x i n g  m i n e r a l s .  There  
a r e  t h r e e  ways t o  d o  t h i s :  t a x  m i n e r a l s  i n  p l a c e ;  n e t  p r o c e e d s  t a x ;  
g r o s s  p roceeds  t a x .  N e t  p roceeds  t a x  t a k e s  v a l u e  o f  t h e  m i n e r a l  a f t e r  
e x t r a c t i o n  which would a l l o w  f o r  t h e  v a l u a t i o n  w i t h  a  l e v y  a p p l i e d  
t o  a r r i v e  a t  t h e  t a x .  A t  t h a t  t i m e  t h e y  chose  n e t  p r o c e e d s  because  of 
a  l a c k  of a  b e t t e r  approach and t h a t  method i s  be ing  used now. Gross  
p r o c e e d s  on m i n e r a l  i s  45% and g r o s s  p r o c e e d s  on m e t a l  mines  would b e  
6%.  O i l  and g a s  n e t  p roceeds  i s  60% of  t h e i r  g r o s s .  The m e t a l  i n d u s t r y  
would b e  a f f e c t e d  by t h i s  b i l l  a t  a  r a t e  of  6%. I n  t r y i n g  t o  p l a c e  a  
v a l u e  on t h e  m i n e r a l ,  a  l e v y  would b e  a p p l i e d  i n  t h e  l o c a l  t a x i n g  d i s -  
t r i c t .  

Dennis Burr  a d v i s e d  t h e  DOR h a s  been working on t h e  c o n c e p t  o f  g r o s s  
p roceeds  f o r  y e a r s .  For  many y e a r s  t h e  n e t  p roceeds  t a x  has  been 
locked  i n .  The problem has  been t h e  f l u c t u a t i o n s  i n  t h e  n e t  p roceeds  

- t a x .  Any time t h e r e  i s  p r o d u c t i o n ,  t h e r e  w i l l  b e  a  t a x  under  g r o s s  
p roceeds  method. Under n e t  p roceeds  t h e  depar tment  h a s  an  awfu l  t i m e  
w i t h  a u d i t s .  I n t e r p r e t a t i o n s  of  t h e  law w e r e  d i f f e r e n t .  compromises 
had t o  b e  made. 6% of  t h e  g r o s s  p r o d u c t i o n  i n  any g i v e n  y e a r  w i l l  be 
p roduc ing  some income. 

Rep. H a r r i n g t o n  s u p p o r t s  HB 198.  He would l i k e  t o  see removal  o f  t h e  
n e t  p roceeds  t a x .  I n  S i l v e r  Bow County $19 m i l l i o n  wor th  of  m i n e r a l s  
were removed, b u t  no t a x  was p a i d .  He f e e l s  t h i s  i s  u n f a i r .  

P a t  Smi th ,  Nor the rn  P l a i n s  Resources ,  s u p p o r t s  HB 198 because  it h a s  
d i r e c t  i m p l i c a t i o n s  i n  development of  t h e  S t i l l w a t e r  a r e a .  They 
s t r o n g l y  e n d o r s e  t a x a t i o n  of  m i n e r a l s  on g r o s s  p roceeds  because  t h e r e  
i s  u s u a l l y  a n  i n s u f f i c i e n t  t a x  b a s e  t o  c o v e r  t h e  c o s t  o f  m i n e r a l  de- 
ve lopment .  Local  t a x  b a s e  shou ld  be  s t a b i l i z e d  t o  a v o i d  o v e r t a x i n g  
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l o c a l  p r o p e r t i e s .  Gross  p roceeds  t a x  i s  a  much more e q u i t a b l e  method 
of  t a x i n g .  See  h i s  t e s t i m o n y  a t t a c h e d .  

B i l l  S t e r n h a g e n ,  d i r e c t o r  of  government a f f a i r s  of Anaconda Company, 
s t a t e d  t h e  t h i n g  wrong w i t h  g r o s s  p roceeds  i s  t h a t  you r e q u i r e  t h e  
company (Anaconda Company) who do n o t  have t h e  money t o  pay t h e  t a x  
i n  many y e a r s ,  and d o n ' t  f e e l  it i s  f a i r  t o  have t o  pay t a x e s  when 
t h e y  d o n ' t  have t h e  money. They l o s t  $40 m i l l i o n  i n  t h e  l a s t  y e a r .  
H e  d o e s n ' t  t h i n k  t h i s  i s  t h e  y e a r  t o  r a i s e  t a x e s .  HB 198 was supposed 
t o  e q u a l i z e  Anaconda's  n e t  p roceeds  t a x  by making it a  g r o s s  p roceeds  
t a x  b u t  would r a i s e  t a x e s  from $800,000 t o  $ 2  m i l l i o n .  The committee 
asked t o  s t u d y  t h e  f i g u r e s  he  p r e s e n t e d  ( a t t a c h e d )  . 
Gene P h i l l i p s ,  K a l i s p e l l ,  ASARCO s t a t e d  t h e y  a r e  p r e s e n t l y  i n v e s t i g a t i n g  
t h e  p o s s i b i l i t y  of underground copper  mining n e a r  B u l l  Lake. Gross  
p roceeds  t a x  does  n o t  a p p l y  i n  t h e  c a s e  of copper .  When t a x e s  on c o a l  
a r e  r a i s e d ,  t h e  consumer i s  t h e  one who pays  t h e  t a x .  Copper i s  sub- 
j e c t  t o  t h e  v a g a r i e s  of  a  wor ld  market .  Gross  p roceeds  t a x  would s t i l l  
make f o r  a  f l u c t u a t i o n  i n  t a x  revenue.  I t  i s  h a r d  t o  f i g u r e  t h e i r  t a x  
impact .  

R u s s e l l  Chadwick, I n t e r w e s t  Mining A s s o c i a t i o n ,  s a i d  l o o k  a t  t h e  whole 
t a x  p i c t u r e  r e l a t i v e  t o  o t h e r  s t a t e s  and i n  Montana t h e r e  i s  a l r e a d y  
between t h e  s o u r c e  indemni ty  t a x  and m e t a l l i f e r o u s  t a x  o f  2 % ,  and i n  
a d d i t i o n ,  t h e  c o r p o r a t e  income t a x  and w i t h  t h e  e x i s t i n g  n e t  p roceeds  
t a x ,  Montana i s  much h i g h e r  i n  i t s  t o t a l  t a x  package r e l a t i v e  t o  mining 
t h a n  any o t h e r  s t a t e  and s c a r e s  o f f  any p r o s p e c t i v e  d e v e l o p e r s  of  min- 
i n g .   xis sting and p o t e n t i a l  developments  shou ld  be  g i v e n  c o n s i d e r a t i o n  
because  o f  t h e  f a c t  t h a t  t h e  g r o s s  p roceeds  t a x  i s  s c a r y  t o  anyone who 
is  c o n t e m p l a t i n g  development  o r  e x p l o r a t i o n .  

V i c t o r  D.  Wr igh t ,  A l b e r t o n ,  Montana, Montana Mining A s s o c i a t i o n ,  s t a t e d  
7  o u t  o f  20 c o u n t i e s  budge t  t h e i r  expenses .  Companies a r e  a f r a i d  o f  
t h e  p o l i t i c a l  s i t u a t i o n  i n  t h i s  s t a t e  and back up on t h e i r  proposed 
i n v e s t m e n t  because  of  t a x e s .  Anaconda has  one of  t h e  l o w e s t  d i v i d e n d s  
on t h e  s t o c k  marke t  board .  

D.B. Eamon, and D . H .  Near ly ,  Anaconda Co.,  B u t t e ,  oppose HB 198.  

Wil l iam Banmeter,  S i l v e r  Bow County, i s  n o t  an  opponent  t o  t h i s  t y p e  
.of t a x .  Anaconda h a s  been manhandled t o  t h e  p o i n t  o f  g o i n g  o u t  of  
b u s i n e s s .  ARC0 is now Anaconda. They would have a  h i g h e r  r a t e  of 
t a x a t i o n  under  a  g r o s s  p roceeds  t a x ,  and t h i s  w i l l  o n l y  succeed  i n  
s h u t t i n g  down o p e r a t i o n s  and S i l v e r  Bow County w i l l  b e  i n  t r o u b l e .  
The r a t e  of  t h e  t a x  r a t e  i s  t h e  problem. Montana h a s  much b e t t e r  min- 
e r a l ,  b u t  it i s n ' t  produced because  of h i g h e r  t a x a t i o n .  4 o r  5 
companies would move i n t o  Montana i f  t a x a t i o n  w e r e  r educed .  

Rep. Q u i l i c i  c l o s e d ,  a d v i s i n g  t h a t  Anaconda h a s  never  been a u d i t e d  and 
h a s  been t a x e d  u s i n g  t h e  f i g u r e s  t h e y  have p r e s e n t e d  t o  t h e  DOR under  
t h e  n e t  p roceeds  method. T h i s  would b e  a  t a x  on t h e  m i n e r a l s  i n  Mon- 
t a n a  - t h e y  a r e  a  non-renewable r e s o u r c e  and shou ld  b e  compensated f o r  

I now. T h i s  i s  recommended by t h e  DOR. I t  w i l l  c u t  t h e  s m a l l  m i n e r s  t a x  
i n  h a l f ;  a p p l i e s  p e n a l t y ;  and g r o s s  p roceeds  t a x e s  c a n  be  c o l l e c t e d  i n  
1977. 
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) M r .  S t e r n h a g e n  d i s a g r e e s  w i t h  t h e  approach t o  t h e  t a x  and on t h e  r a t e , -  
which would make it a lmos t  3  t i m e s  what it i s  now. They would have t o  
pay i n  s e r i o u s  l o s s  y e a r s ,  when t h e y  d o n ' t  have t h e  money t o  pay t h e  
t a x .  H e  based  t h e i r  f i g u r e s  on t h e i r  p r o j e c t e d  f i v e - y e a r  p l a n ,  which 
is  shown' i n  t h e  e x h i b i t  he handed o u t .  H e  recommends 2% which would 
e q u a l i z e  t h e i r  t a x e s  r a t h e r  t h a n  t h e  6% a s  proposed by HB 1 9 8 .  

Rep. Fabrega  a d v i s e d  t h a t  Decker i s  a  b i g g e r  t a x p a y e r  t h a n  i s  Anaconda. 
What p e r c e n t a g e  would t h i s  i n c r e a s e  Anaconda's  t a x  o v e r a l l  i n c l u d i n g  
a l l  p r o p e r t y ?  They a r e  t h e  b i g g e s t  t a x p a y e r  i n  t h e  c o u n t y  and o u t s i d e  
of  Decker,  t h e  b i g g e s t  i n  t h e  s t a t e .  

ARC0 o p e r a t e s  s o  t h a t  e a c h  p a r t  i s  accustomed t o  making money and do- 
i n g  t h i n g s  i n  such  a  manner s o  t h e y  a r e n ' t  s u b s i d i z i n g  any o t h e r  p a r t .  

Burr  a d v i s e d  i n  o i l  p r o d u c t i o n ,  n e t  p roceeds  i s  p a i d  by t h e  c r u d e  
v a l u e ;  i n  m e t a l s ,  expenses  a r e  a l lowed.  N e t  p roceeds  t a x  i s  n o t  a  
s t r i c t  showing of n e t  income of  a  company. The DOR f e e l s  t h a t  o v e r  a  
p e r i o d  o f  t i m e  t h e  6% r a t e  w i l l  a v e r a g e  o u t .  

Al lowable  d e d u c t i o n s  sometimes wipe o u t  t h e  t a x  base .  Years  showing 
no n e t  p roceeds  a r e  n o t  n e c e s s a r i l y  l o s s  y e a r s .  The committee re- 
q u e s t e d  more i n f o r m a t i o n  on d e d u c t i o n s  a l lowed  by Anaconda i n  f i g u r i n g  
t h e i r  t a x .  

Rep. Hershe l  Robbins,  D i s t r i c t  # 4 6 ,  M u s s e l s h e l l  County, i n t r o d u c e d  Rep. 
D a s s i n g e r ,  who w i l l  c a r r y  House B i l l  237 f o r  him. HB 237 

HOUSE BILL  would change t h e  c o a l  s e v e r a n c e  t a x  exemption from 5,000 t o n s  
a  q u a r t e r  t o  20,000 t o n s  a  y e a r .  T h i s  would g i v e  t h e  s m a l l  

237 miner  a  l i t t l e  leeway. H e  c o u l d  mine 20,000 t o n s  i n  t h e  
l a s t  q u a r t e r  of  t h e  y e a r .  T h i s  b i l l  i s  g e n e r a l l y  t o  t r y  t o  

r e l i e v e  them from a  h igh  r a t e  of t a x a t i o n .  These mines a r e  m o s t l y  f o r  
home t r a d e ,  and would a l l o w  mining of  20,000 t o n s  i n  any one q u a r t e r  
w i t h  reduced  t a x a t i o n .  

House B i l l  277 was n o t  hea rd .  

Meeting a d j o u r n e d  a t  12:OO noon. 
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