
MINUTES OF THE MEETING 
TAXATION COMMITTEE 

MONTANA STATE SENATE 

February 11, 1977 

The twenty-second meeting o f  t h e  Taxa t ion  Committee w a s  
c a l l e d  t o  o r d e r  on t h e  above d a t e  i n  Room 415 of t h e  C a p i t o l  
Bui ld ing  a t  8:05 a.m. by Chairman Mathers. 

ROLL CALL: R o l l  c a l l  found a l l  members p r e s e n t  w i t h  t h e  
excep t ion  of  Sen. Healy 

The fo l lowing  wi tnes ses  w e r e  p r e s e n t :  

James Madison 
Howard V r a l s t e d  
Don Al l en  
Clyde Logan 
Tom Winsor 
Wayne M a r t e l l  J 

E r n i e  Guindon 
J i m  Mockler  
B i l l  Pa rke r  
Vick i  Johnson 

Dept. o f  Rev. 
I t  

Mont. Petroleum Assoc. 
Sam Gary 
Mont. Chamber 
U of  M S tuden t  
SAIA 
Mont. Coal Council  
Mont. S t a t e  Ind ian  Legis .  O f f i c e  

CONSIDERATION OF SENATE BILL 309: Chairman Mathers i n t r o -  
duced M r .  A l l en  t o  e x p l a i n  t h e  b i l l  and he p re sen ted  M r .  Logan 
who he  s a i d  had be t te ;  knowledge of t h e  s t a t u t e s .  M r .  Logan 
s a i d  t h e  proposed l e g i s l a t i o n  would make p r e s e n t  system of tax-  
i n g  c o n s i s t e n t  and producers  of  any non-renewable n a t u r a l  r e -  
sou rce  could  t a k e  t h e i r  p r o r a t e d  p o r t i o n  of t h e  r e s o u r c e  indem- 
n i t y  t r u s t  t a x  o u t  of  r o y a l t i e s  due r o y a l t y  i n t e r e s t s .  H e  s a i d  
t h e r e  i s  no o t h e r  s ta te  t h a t  r e q u i r e s  o p e r a t o r s  t o  pay t h e  t a x  
on r o y a l t i e s .  M r .  Madison s a i d  t h e  Department t a k e s  no s t a n d  
a s  f a r  a s  t h e  b i l l  i s  concerned,  however he  would echo M r .  Lo- 
g a n ' s  comments i n s o f a r  a s  making t h e  s t a t u e s  c o n s i s t e n t  s o  t h a t  
a l l  m ine ra l  r o y a l t i e s  would be  handled t h e  same. 

The Chairman c a l l e d  f o r  o t h e r  proponents  o r  opponents and 
fo l lowing ,  p e r m i t t e d  q u e s t i o n s  from t h e  committee. There  w a s  
d i s c u s s i o n  and s e v e r a l  comments concerning t h e  l o s s  i n  revenue 
and it was e s t i m a t e d  perhaps  $60,000 t o  $70,000. Following f u r -  - 
t h e r  d i s c u s s i o n ,  t h e  hea r ing  on SB309 was c lo sed .  

CONSIDERATION OF SENATE BILL 394:  Sen. Mehrens, D i s t .  4 5 ,  
s a i d  h i s  very  s imple  b i l l  merely gave everyone who f i l e s  an in -  
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come t a x  r e t u r n  an i n c r e a s e d  deduc t ion  f o r  each member of t h e  
f ami ly ,  o f  $750.00. M r .  Winsor r o s e  t o  g i v e  h i s  suppor t  of  t h e  
b i l l  and M r .  V r a l s t a d  s a i d  he n e i t h e r  suppor ted  o r  opposed t h e  
b i l l ,  b u t  s a i d  an amendment should  be  made t o  t h e  b i l l ,  s ay ing  
some o f  t h e  language as d e l e t e d  i n  t h e  b i l l ,  should be  r e i n s t a -  
t ed .  H i s  comments are con ta ined  i n  Exh. #1, a t t a c h e d .  

The Chairman asked f o r  o t h e r  proponents  o r  opponents and 
fo l lowing ,  for q u e s t i o n s  from t h e  committee. They r e f e r r e d  t o  



SBl., which gives a $1,000 deduction and compared the costs 
in terms of lost revenue to the state. Thqasked the ques- 
tion of how the lost revenue was to be recovered should this 
legislation be adopted. Following this discussion Chairman 
Mathers concluded the hearing on SB39Q. 

CONSIDERATION OF SENATE BILL 319: Sen. Towe presented 
his bill and told the committee he could give no cost as there 
is no coal being mined on an Indian reservation at this time. 
This bill would allow Indian tribes to tax coal mined on the 
reservation and allow credit of dollar for dollar against a 
coal severance tax. He presented a nwnber of exhibits, inclu- 
ding a letter which he read, see Exh. # 2 ,  attached, also two 
exhibits, # 3  and 4, which were legal memos concerning decisions 
and rulings concerning tribal lands in relation to coal taxing. 

Mr. Parker next addressed the committee and read a state- 
ment, copy of which is attached, Exh. #5. He also said the 
Indian Legislative Office did not plan to support SB319, pre- 
ferring instead, to settle any such tax matters in the courts. 

Mr. Mockler expressed his support of the bill but said 
it is quite unlikely that coal would be developed on the reser- 
vation with a 60% tax. The tax he said would be slightly over 
60% with the Indian tax, which would be a pyramiding tax, and 
the state's 30%. Mr. Lucas also gave brief testimony as a sup- 
porter of the bill. 

The Chairman asked for other proponents or opponents of the 
bill and then permitted questions from the committee. Mr. Canan 
Area Director of the Bureau of Indian Affairs was also present 
and said there are substantial revenues being paid by the Indian 
people to the state and local governments and in addition, one 
might also add up the various federal subsidies being paid to 
school districts, as an example, it would be found there are a 
great many federal funds being made available in lieu of taxa- 
tion for the Indians. Rather than being a dxain on the state's 
resources, he said Indian tribes are paying their own way and with 
the aid of &deral dollars, perhaps they're payingover their share. 
He was questioned by several members of the committee who asked 
about the source of these funds and asked if it were not true 
that such funds came from taxpayers and were not derived from 
reservations, earmarked for use for federal projects. Mr. Canan - 
said Indians who receive such federal funds could be compared to 
funds that are spent on Malmstrom as an example, for maintenance 
of and assistance for those people living there. 

The committee asked also if by continued separate treatment, 
claiming immunity from state taxation, the Indian people were not 
furthering any discrimination, rather than eventual assimilation 
into the majority. Mr. Guindon asked for permission to speak and 
cited treatment of the Indians as contributing to the 'nation with- 
in a nation' status of some of the tribes. Mr. Parker said also, 
that it really doesn't matter what is done with this particular 
bill, as the courts will uphold the tribes' right to deal with 
their own minerals. Mr. Canan also said there is a special law 



which has been on t h e  books f o r  some t i m e ,  which permits  some 
t axa t ion  of Indian minerals .  The c o u r t  would have t o  r u l e  on 
t h e  tax ing  of c o a l  on t h e  r e se rva t ion .  

There was some d i scuss ion  of t h e  por t ion  of t h e  b i l l  which 
s p e c i f i e d  how t h e  t r i b e s  should spend such revenues and it was 
quest ioned whether such r u l i n g  would be l e g a l  and i f  t r i b e s  s e t  
t h e i r  own laws, they need n o t  accept  such d i c t a t e s .  I t  was then  
pointed o u t  t h a t  one of t h e  counci l s  of t h e  t r i b e s  concerned had 
requested such a measure be put  i n  should t h i s  l e g i s l a t i o n  ever  
be introduced when t h e  b i l l  was f i r s t  planned, s e v e r a l  y e a r s  ago. 

The percentage pa id  f o r  r o y a l t i e s  was d iscussed  and M r .  
Mockler volunteered t h e  information t h a t  t h e  amounts vary consid- 
e r a b l y ,  from percentages p e r  ac re ,  t o  cen t s  per  ton  mined. 

The committee then asked M r .  Parker  i f  some b e n e f i t  was 
no t  being r e a l i z e d  by r e s i d e n t s  of t h e  r e s e r v a t i o n  from t h e  coa l  
t a x  revenues p r e s e n t l y  being paid t o  t h e  s t a t e  c o a l  fund. M r .  
Frank Montibel ler  s t a t e d  t h a t  t h e  Coal Board had funded a g r a n t  
t o  t h e  Ashland School, a l s o  t o  t h e  Hardin School D i s t r i c t ,  as 
examples, so  i n d i r e c t l y  some of t h e  r e s i d e n t s  a r e  r ece iv ing  bene- 
f i t s  from t h e  c o a l  t a x  moneys. 

SB66 was d iscussed  b r i e f l y  a s  it r e l a t e d  t o  t h i s  b i l l  and 
it i s  expected both t h e  Crow and Cheyenne w i l l  be f e e l i n g  some 
of t h e  impact of c o a l  mined s i n c e  t h e  mines w i l l  be very c l o s e  
t o  t h e  edge of t h e  r e se rva t ion .  

M r .  Mockler s a i d  he f e l t  t h e  s t a t e  would l o s e  t h e  r i g h t  t o  
t a x  Indian  c o a l  and t h e  only th ing  t h e  b i l l  might do would be t o  
save t h e  s t a t e  some money i n  a law s u i t .  Discussion a l s o  inc lu-  
ded whether o r  no t  Indian  t r i b e s  should be considered a sover- 
e ign ty  and how t h i s  a f f e c t e d  t h e  e x t e n t  t o  which they were sub- 
j e c t  t o  laws of t h e  United S t a t e s .  

Following t h e  d i scuss ion  t h e  Chairman announced t h e  commit- 
t e e  would t ake  no a c t i o n  on any of t h e  b i l l s  due t o  lack of time 
and would meet next  Monday morning a t  8:30 a . m .  

ADJOURN: Motion was made t o  adjourn by Sen. Watt, seconded 
and c a r r i e d .  

CHAIRMAN 



ROLL CALL 

SENATE TAXATION COMMITTEE 

45th LEGISLATIVE SESSION - - 1977 

NAME PRESENT 

SEN. WATT 
A- /' 

SEN. BROWN 
---a- 

J ,  

SEN. HEALY 
--- 

SEN. MANNING - 

SEN. NORMAN /' 
SEN. ROSKIE /' 

SEN. TOWE . /  
SEN. TURNAGE 
-- J 
CHAIRMAN MATHERS 

ABSENT EXCUS 
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SENATE RILL NO. 394 

The Department o f  Revenue b e l i e v e s  t h e  proposed de l - e t i on  

a t  l i n e s  5 and 6 on page 7 w i l l  produce an unintended r e s u l t ,  

D e l e t i n g  the wording r e q u i r i n g  n o n r e s i d e n t s  t o  p r o r a t e  t h e i r  

exemption deduc t ions  r e s u l t s  i n  ex tending  t h e  p r o r a t i o n  

requirement  t o  i n c l u d e  r e s i d e n t s .  Thus, a r e s i d e n t  who 

de r ived  income from U. S.  s av ings  bonds o r  o t h e r  income 

exempt f r o m  Montana Income Tax, b u t  s u b j e c t  t o  F e d e r a l  Income 

Tax, would n o t  be  e n t i t l e d  t o  t h e  f u l l  exemption deduc t ion .  ' 

He could c l a i m  o n l y  t h a t  f r a c t i o n a l  p a r t  t he reo f  which h i s  

Montana a d j u s t e d  g r o s s  income i s  of  h i s  F e d e r a l  a d j u s t e d  

g r o s s  income. 

Under t h e  l a w  p r e s e n t l y  i n  e f f e c t ,  n o n r e s i d e n t s  are 

r e q u i r e d  t o  p r o r a t e  t h e i r  exemption deduc t ions  because t h e y  

a r e  t a x a b l e  on ly  w i t h  r e s p e c t  t o  t h a t  p a r t  o f  t h e i r  income 

de r ived  from sou rces  w i t h i n  Montana. Res iden t s ,  however, 

are n o t  r e q u i r e d  t o  p r o r a t e  t h e i r  exemption deduc t ions  

because they  are t a x a b l e  w i t h  r e s p e c t  t o  t h e i r  income 

d e r i v e d  from s o u r c e s  bo th  w i t h i n  and w i t h o u t  Montana. 

Assuming it i s  n o t  t h e  i n t e n t  o f  t h e  ' d e l e t i o n  appea r ing  

a t  l i n e s  5 and 6 o f  page 7 t o  r e q u i r e  Montana r e s i d e n t s  t o  

p r o r a t e  t h e i r  exemption deduc t ions ,  w e  s u g g e s t  t h a t  

paragraph 9 be  amended as fo l lows :  

. (9) Prerakiea-e$-exernpkie~-ded~ek&e~-ifi  - I n  t h e  case 

o f  a nonres iden t  t axpayer  



f4 f  t h e  exemption deduc t ion  s h a l l  be  p r o r a t e d  

accord ing  t o  t h e  r a t i o  t h e  t a x p a y e r ' s  

Montana a d j u s t e d  g r o s s  income b e a r s  t o  

h i s  F e d e r a l  a-djusted g r o s s  income. 

Also,  i n  o r d e r  t o  have t h e  law i n  e f f e c t  a t  t h e  e a r l i e s t  

p o s s i b l e  d a t e  f o r  t h e  purpose of app ly ing  i t  t o  s h o r t  t a x a b l e  

p e r i o d s  (such a s  i n  t h e  case o f  a  change i n  t a x a b l e  y e a r )  

w e  s u g g e s t  t h a t  S e c t i o n  2 of  t h e  Act be amended t o  r ead  

as fo l lows:  

S e c t i o n  2'. E f f e c t i v e  d a t e .  T h i s  a c t  s h a l l  

become e f f e c t i v e  upon passage  and app rova l ,  

and t h e  p r o v i s i o n s  t h e r e o f  s h a l l  app ly  t o  

t a x a b l e  y e a r s  beg inn ing  a f t e r  December 31, 1976. 
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CROW AGENCY. MONTANA 59022 

January 31 ' lg7 PATRICK STANDSOVERBULL. Cha~rrnan 
FORREST HORN, Vice Chalrrnan 

PHILIP WHITE CLAY, Secretary 
ELLIS "RABBIT" KNOWS GUN, Vice Secretary 
PHONE: Area Code (406) 638-2671 ext. 49 & 46 

Crow Country 
COMMITTEE ON TAXATION 
Montana S t a t e  Sena te  
S t a t e  C a p i t o l  Bui ld ing  
Helena, Montana 59601 

ATTENTION: Sena to r  Thomas Towe 

Dear M r .  Towe: 

You r e c e n t l y  i n t roduced  a  proposed b i l l  f o r  c o n s i d e r a t i o n  
by t h e  S t a t e  L e g i s l a t u r e  e n t i t l e d :  

"An A c t  a l l owing  a  C r e d i t  a g a i n s t  t h e  Coal Sever-  
ance  Tax f o r  any similar t a x  l e v i e d  by an Ind ian  
T r i b e  on c o a l  produced on a  Reserva t ion" .  

1 I was g r a t i f i e d  t h a t  t h e  b i l l  w a s  i n t roduced ,  and s e n t  
Mrs. E l o i s e  W. Pease t o  t h e  meet ings  on t h i s  b i l l  t o  e x p r e s s  ou r  
suppor t  f o r  t h i s  l e g i s l a t i o n .  My purpose now i s  t o  i n d l c a t e  our  
con t inu ing  suppor t  of t h e  l e g i s l a t i o n  and t o  urge  i t s  passage.  

The b i l l  would a l l o w  t h e  Crow T r i b a l  c o a l  r e s e r v e s  t o  be 
developed i n  an o r d e r l y  f a sh ion .  W e  are p r e s e n t l y  d e a l i n g  w i t h  sev- 
e r a l  c o a l  companies i n  an  e f f o r t  t o  a r r i v e  a t  a d e a l  on Crow T r i b a l  
c o a l  t h a t  w i l l  b e n e f i t  t h e  p r e s e n t  g e n e r a t i o n  as w e l l  as f u t u r e  gen- 
e r a t i o n s .  W e  have passed a t r i b a l  c o a l  t a x  on Crow T r i b a l  c o a l  f o r  
t h e  purpose of  funding t h e  Crow T r i b a l  Counci l  and f o r  t h e  purpose 
of supply ing  s e r v i c e s  t o  t h e  r e s e r v a t i o n  community. Many s e r v i c e s  
t h a t  w e  have provided i n  t h e  p a s t ,  as w e l l  as t h o s e  w e  w i l l  supply 
i n  t h e  future, b e n e f i t  and a s s i s t  I nd i an  and non-Indian people  a l i k e .  
W e  have been t o l d  t h a t  a combination o f  t h e  Crow t a x  p l u s  t h e  S t a t e  
t a x  t o g e t h e r  w i t h  r o y a l t y  payments i s  t o o  much for  t h e  companies t o  
pay on an  economic b a s i s .  The enactment of t h e  l e g i s l a t i o n  would 
a l s o  p rec lude  t h e  need t o  t e s t  t h e  v a l i d i t y  o f  t h e  s ta te  t a x i n g  
Ind ian  owned c o a l ,  and would a i d  t h e  p u b l i c  r e l a t i o n s  between t h e  
Ind ian  and non- Ind ian  people .  

For t h e s e  r ea sons ,  w e  want t o  e x p r e s s  t o  you and your Com- 
m i t t e e  o u r  complete suppor t  f o r  t h i s  l e g i s l a t i o n ,  and c a l l  upon t h e  
S t a t e  L e g i s l a t u r e  t o  pas s  t h i s  p roposa l  i n t o  l a w .  

Crow T r  ibaL Chairman 

cc: Montana State Indian Legislative Office 
P-0 ,  BOX 4238.  Helena,  Mt. 59601 
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W REPLY REFER Id: . 

From: Solicitor 

Tribal Jurisdiction over Non-Indians in Civil 
Matters: Approval of Various Ordinances of the 

i eS Crow and Shoshone-Bannock Tr'b 

I. Introduction and Sumary of Conclusions 

Several tribal ordinances have been submitted to the De- 
partment fcr approval which involve the question af tribal 
jurisdiction in civil matters over non-Indians. Briefly, 
the ordinances are as follows: 

1. An ordinance of the Tribal Business 
Council of the Shoshone-Bannock T r i b e s  
regulating land use on the F o r t  Hall Res- 
ervation in Idaho, adopted April 26, 1 3 7 5  

2. A "law and order" code adopted by 
the Crow Tribe on January.31, 1 9 7 6  which 
(in addition to asserting jurisdiction 
over all criminal vicl~tions of the ccde 
cqmmitted on the reservation ~y "acy  
personW)l/ provides that tribal 
courts sbll have jurisdiction over 
civil suits involving reservation 
residents or trans;.=ltior.s or evrats 
occurring on the reservation 

1/ In view of the disposition we recommend of this - 
request for approval, see p. 2, infra, it is not 
necessary for us to discuss the separate question of 
tribal criminal jurisdiction over non-Indians in con- 
nection with this ordinance. 
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