
TAXATION COMMITTEE 
45TH LEGISLATURE 

Rep. Herb Huennekens, Chairman, c a l l e d  t h e  committee t o  o r d e r  a t  9 :00 a.m., 
Apr i l  5 ,  1977, i n  room #434, Cap i to l  Bui ld ing ,  Helena. A l l  members were p r e s e n t  
exceptRep. P e t e r  G i l l i g a n ,  Jr., who was excused. 

Sena tor  Towe was pe rmi t t ed  t o  f i n i s h  h i s  c lo s ing  s ta tements  on SB 211. Attorneys 
advise  t h e i r  c l i e n t s  who s e t  up corpora t ions  f o r  farms,  t o  r e t a i n  t h e  minera l  
r i g h t s  a s  i n d i v i d u a l s ,  s p l i t t i n g  t he  r i g h t s ,  with t h e  corpora t ion  owning t h e  
land.  He t h i n k s  t h e  2%C p e r  a c r e  t a x  i s  warrented.  This  t a x  amounts t o  $16 
on a  s e c t i o n  o f  land.  

I t  was suggested t h a t  every person who pays a  t ax  under t h i s  b i l l  pay a t  l e a s t  
1 C  p e r  a c r e  t o  t ake  ca re  o f  t h e  pape r  work involved ,  o r  $1  p e r  person.  These 
mineral  r i g h t s  a r e  a  r e a l  p roper ty  r i g h t ,  and under 84-101 would go i n t o  Class  11 
which is  a s se s sed  a t  40%. The r i g h t  of e n t r y  t a x  i s  s t i l l  taxed a t  100%. 

The committee had ques t i ons  why a  minera l  r i g h t  when i t  r e v e r t e d  o r  became 
r ea t t ached  t o  t h e  s u r f a c e  r i g h t  had no va lue ,  and was n o t  taxed.  Sen. Towe 
expla ined  t h a t  i f  a  farm had some s p e c i a l  p r o j e c t ,  such a s  a  d i k e ,  and it was 
damaged by someone who had a r i g h t  o f  e n t r y  o r  had mineral  i n t e r e s t s  on t h a t  
l and ,  came i n  and proceeded t o  b u i l d  roads ,  e t c . ,  and explore  o r  produce some 
m i n e r a l l a y j n g u n d e r  t he  s u r f a c e ,  it would be worth a  g r e a t  d e a l  t o  have t h e  
r i g h t s  bel-ong t o  t he  su r f ace  owner t o  p r o t e c t  h i s  own i n t e r e s t s .  He t h i n k s  
t h e r e  i s  enough v a l i d i t y  t o  t h i s  t o  s t and  up i n  c o u r t .  Mineral r i g h t s  would 
be i n  Class  7. 

The r i g h t  o f  e n t r y  i s  i n t r i n s i c  with a  minera l  r i g h t ,  otherwise you would have 
t o  purchase a  r i g h t  o f  e n t r y .  Damages caused by r i g h t  o f  e n t r y  d o n ' t  always 
s o l v e  t h e  problem. I f  you own the  p rope r ty ,  you should have t h e  r i g h t  t o  say  No. 

The W R  t e s t i f i e d  i n  suppor t  of t h i s  b i l l  i n  t he  Senate .  Timber has  an ad 
valorem t a x  a t  t h e  p r e s e n t  t ime. The more t imber  on a  p l a c e ,  t h e  more t h e  
t a x  i s .  This problem should be ad jus t ed  - t imber  should be taxed when i t  i s  
severed .  

I t  i s  hard  t o  t e l l  how many mineral  r i g h t s  have some va lue ,  b u t  t h e  mere f a c t  
t h a t  you can t ake  a  p o t e n t i a l  va lue  and s e p a r a t e  it from t h e  p rope r ty  i t s e l f ,  
has  a  va lue  i n  and of  i t s e l f  because o f  t h a t  s e p a r a t i o n  Sen. Towe b e l i e v e s .  

When o i l  companies, e t c . ,  l e a s e  p rope r ty  on a  b id  b a s i s ,  they a r e  b idd ing  f o r  
t h e  o p e r a t i n g  i n t e r e s t .  

Sena tor  Towe s a i d  i f  a  minera l  r i g h t  i s  severed ,  and t h e  new buyer and you each 
own h a l f ,  t h e  two toge the r  have a  value o f  $1. Although i f  t h e  land owner owns 
a l l  t h e  r i g h t ,  he pays no t ax .  The ques t i on  of why a  value i s  e s t a b l i s h e d  f o r  
t h e  severed  h a l f  a r o s e .  I t  i s  impossible  t o  buy a  r i g h t  from t h e  f e d e r a l  govern- 
ment. Under l a t e r  Homestead laws t h e  government h e l d  t h e  minera l  r i g h t s .  
The f e d e r a l  government might o r  might n o t  pay mineral  r i g h t s  t a x e s .  
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L I n  t h e  c a s e  o f  a  c l e a r l y  known minera l  d e p o s i t ,  u n l e s s  a  s e p a r a b l e  v a l u e  can 
b e  c o n c l u s i v e l y  v a l u e d ,  it might  be w e l l  t o  add a t  t h a t  p o i n t  "and i n  no e v e n t  
s h a l l  such v a l u e  exceed $ 1  p e r  a c r e " .  T h i s  wouldn ' t  a f f e c t  e x p l o r a t i o n  a t  a l l .  
B r i n g i n g  a l l  t h e s e  f r a c t i o n a t e d  i n t e r e s t s  back t o  t h e  s u r f a c e  owner would make 
f o r  b e t t e r  development p o s s i b i l i t i e s  because when an  i n t e r e s t e d  p a r t y  f i n d s  s o  
many owners t o  a  p i e c e  o f  p r o p e r t y ,  some o f  whom a r e  n o t  a b l e  t o  b e  l o c a t e d ,  
h e  becomes d i s c o u r a g e d  and goes  e l sewhere ,  e s p e c i a l l y  when t h e r e  is  no d e f i n i t e  
v a l u e  known. Th is  would be e s p e c i a l l y  h e l p f u l  when i t  a p p l i e s  t o  o i l  and gas  
d r i l l e r s .  

Rep. Fabrega mentioned t h a t  i f . y o u  cannot  f i n d  t h e  owner, i t  goes  i n t o  an 
escrow account .  The committee r e c e s s e d  t o  an e x e c u t i v e  s e s s i o n .  

SENATE BILL 1 7 7  - T e r r y  Cohea, r e s e a r c h e r ,  e x p l a i n e d  t h e  r e q u e s t s  t h e  committee 
had made o f  h e r  i n  a  former  meet ing.  Wisconsin r e q u i r e s  t h a t  numbers b e  on b o t h  
s i d e s  o f  a  snowmobile and n o t  l e s s  t h a n  t h r e e  i n c h e s  i n  s i z e .  There  snowmobiles 
may o p e r a t e  i n  borrow p i t s .  

Rep. B e r t e l s e n  moved t h a t  t h e  r a i l r o a d  proposed amendments be adop ted  i n  t h e i r  
e n t i r e t y .  Th i s  was unanimously approved. Rep. G i l l i g a n  was a b s e n t .  

Rep. Severson  moved t h a t  t h e  motorboat  language wherein  t h e  numbers go on b o t h  
s i d e s  o f  t h e  cowl w i t h  t h e  t ax-pa id  d e c a l  on one s i d e  l a r g e  enough t o  s e e  
e a s i l y  b e  i n s e r t e d .  Also  Cohea 's  s u g g e s t e d  amendments a r e  t o  b e  i n c l u d e d .  
These amendments were unanimously approved. Reps. Har r ing ton  , Fabrega , G i l l i -  
gan were a b s e n t ;  copy of amendments can be  found i n  s t a n d i n g  committee r e p o r t s .  

Discuss ion  o f  t h e  o p e r a t i o n  o f  snowmobiles on highways was q u i t e  l e n g t h y .  
Rep. S i v e r t s e n  moved t o  r e i n s e r t  t h e  s t r i c k e n  m a t e r i a l  on  page 1 3 ,  l i n e s  12-14 
b e g i n n i n g  w i t h  t h e  word "No person" .  There  were no  Noes. 

Rep. Dass inger  moved t h a t  s u b s e c t i o n  (2 )  , page 1 4 ,  l i n e s  8-18 be s t r i c k e n .  
A f t e r  d i s c u s s i o n ,  t h i s  motion f a i l e d .  

Rep. W i l l i a m s  made a  motion t h a t  SENATE BILL 177 be recommended AS AMENDED BE 
CONCURRED I N .  There were  no Noes. Rep. G i l l i g a n  w a s  a b s e n t .  

Rep. Underdal moved t h a t  SENATE BILL 2 1 1  Not Be Concurred I n .  Rep. L ien  made 
a  s u b s t i t u t e  motion t h a t  SB 211 Be Concurred I n .  Th i s  motion f a i l e d  5-9. Rep. 
Dass inger  moved t o  amend page 2 ,  l i n e  17 ,  f o l l o w i n g  t h e  word " t a x a t i o n "  through 
t h e  word "produced" on l i n e  21, a l l  m a t e r i a l  be  s t r i c k e n .  Motion f a i l e d  w i t h  
5 Yes,  9  No, 3  a b s e n t .  

Rep. S i v e r t s e n  moved t h a t  SENATE BILL 252 be  recommended NOT BE CONCURRED I N .  
A f t e r  d i s c u s s i o n ,  t h i s  motion was withdrawn. Rep. W i l l i a m s  moved t h a t  SENATE 
BILL 252 BE TABLED. Motion c a r r i e d .  

SENATE BILL 150 - Rep. Wil l iams moved t h a t  SENATE BILL 150 BE CONCURRED I N .  
Unanimous accep tance .  Four members were a b s e n t .  

SENATE BILL 145 - Rep. Will iams moved t h a t  SENATE BILL 145 NOT BE CONCURRED I N .  

Motion c a r r i e d .  Reps. Uhde , Vincen t  voted No; Reps. Fabrega and G i l l i g a n  were 
a b s e n t .  
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Rep. Vincent moved t h a t  one-half of the cour t  cos t s  be paid by the  taxpayer; 
and f o r  the  purposes of  t h i s  a c t ,  the a t to rney ' s  fees  s h a l l  no t  exceed $50 
p e r  hour. This would allow $25 p e r  hour recovery by the  taxpayer. This 
motion f a i l e d .  

- SENATE BILL 121 - Rep. Dassinger moved t h a t  SENATE BILL 121 NOT BE CONCURRED 
I N .  Motion c a r r i e d  10 - 3 with four members absent.  No votes were Reps. Lien,  
Vincent, Williams. This b i l l  w i l l  be protes ted  and Rep. Lien w i l l  car ry  i t  on 
the  House f loor .  

Meeting adjourned a t  10:OO a.m. 

LJ?~ L' 

o s e p p n e  Lahti  , Secre tary  




