HOUSE TAXATION COMMITTEE MEETING MINUTES
February 23, 1981

A meeting of the House Taxation Committee was held on Monday, Feb-
ruary 23, 1981 at 8:00 in the Livestock Auditorium, Helena, Montana.
With Vice Chairman Rep. Bob Sivertsen presiding, all members were
present except Reps. Nordtvedt and Brand, who were excused, and Reps.
Harrington and Neuman, who were absent. SENATE BILL 47 was heard.

The hearing on SENATE BILL 47, sponsored by Senator Elmer Severson,
was opened. This bill places inventories of all businesses including
livestock and poultry into the same class. The bill doesn't really
create impact to the Counties. If the bill had been law last year,
more money than in 1978 would have been received from the livestock
tax. In 1980 Counties got quite a windfall and this bill would pre-
vent that. A 103% increase over a two-year period has occurred in the
tax, while all other property in the State increased 15%. In 1979-

80 the industry took a 30% reduction in prices; in a 15% inflation
period that is close to a 45% drop. He felt the Fiscal Note was
erroneous. It does give the impact to the County from 1980. However,
in 1979 it was less than half of that, and in 1978 it would have been
a positive impact. This bill was supposed to have been a joint House-
Senate bill.

Rep. Audrey Roth then spoke, as co-sponsor of the bill. The industry
is only asking for an equitable tax. Equalization has prevailed to
reclassify livestock, poultry and unprocessed products from 8% to

4% of market value. Assuming a 200 mill average Statewide, the re-
duction on livestock would amount to approximately 2% of the total
property tax. She pointed out that many States have no inventory tax
on livestock; they have exempted livestock completely. Opposition to
this bill comes from those Counties depending heavily on the Live-
stock tax; however, the livestock industry cannot afford the luxury
of paying such large percentages to local government, and its ever-
increasing services. There are alternative taxes where people can pay
their fair share. Livestock taxes were meant for maintaining animal
health, inspectors, etc. They don't mind this, but it is high time
this property be taxed like others.

George P. Raths, President of the Montana Stockgrowers Association,
then rose in support of SB 47; see written testimony Exhibit "A."

Mr. Jack Dunn, Park County Stockgrowers, then spoke, see Exhibit
“B. "

Keith Anderson, President of the Montana Taxpayers Association, then
rose in support of the bill; see Exhibit "C."

Jack Asay, representing the Montana Cattle Feeders Association, Inc.,
then rose in support of the measure; see Exhibit "D." Alice Fryslie,
Montana Cattlemens Association, then submitted testimony which was
presented by Mr. Asay.

Bob Gilbert, Montana Wool Growers Association, then spoke; see
Exhibit "E."

Wayne Gibson, First Security Bank of Bozeman Vice President, spoke.
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The agricultural industry is in trouble; not only is this compli-
cated by high interest rates and increased costs in operation; but
the tax is becoming a real problem, and he wanted the Committee to
look at this aspect. The Montana Department of Agriculture in the
past ten years has taken the average value of cattle from $195 to
$510. He feels these figures are inaccurate, and taxing cattle at
8% on these figures creates a substantial burden for ranchers. He
encouraged the Committee to reduce the tax to 4%.

Jane Lindgren, President of the Montana CowBelles, then spoke up in
support of the bill, urging a DO PASS. It is good logical and sound
reasoning to put cattle on the same basis as other business inventory.
It is becoming increasingly difficult to keep cattle in Montana, and
when cattle leave the State, the State is a big loser. There are
40,000 cattle less in Montana feed lots than a few years ago. Keep-
ing the cattle would create a healthy tax structure and create jobs
also. They just wantan equal and just footing with their neighbors.

Yvonne B. Snider, representing W.I.F.E., then rose in support of the
bill; see written testimony Exhibit "F." Also attached to her testi-
mony were letters from the County Commissioners of Petroleum and Fer-
gus Counties expressing support of the bill.

Senator Tom Hager then spoke up in support of the bill. As a poultry-
man, he is in favor of the bill.

Senator Tom Towe spoke in support of the bill. From the standpoint of
a legislator from an urban area, he pointed out that areas like his
must rely on the market that comes to them from the rural areas. He
expressed the opinion that it was a good time to support a measure

to reduce the property taxes on livestock because: (1) The appraisal
system has worked in such a way that the value of cattle has been in-
creased and net revenue is not that much different from what it was
two to three years ago under this bill. (2) Many Counties will this
year and in the future benefit very well because of decontrol of oil.
Their revenue should be increased by at least 200%. Therefore, this
is an appropriate time to pass this bill.

The following persons then stood and identified themselves as being
PROPONENTS of the bill: George Vogt, a rancher in the Bitterroot
Valley (see Exhibit "G"); Carl Johnson, a Livingston rancher; Ken
Spaulding, Park County Commissioner; Ken Mesare, Foothills Livestock
Association, Cascade County (see Exhibit "H"); Ray Gerringa, Carbon
County Cattle Company (see Exhibit "I"); Stan Brown, Scott Feedlot,
Billings (see Exhibit "J"); Charlie Pierson, representing four differ-
ent organizations (see Exhibit "K"); Bud Pile, Big Timber rancher;
Dean Randash, Livingston (see Exhibit "L"); Avis Ann Tobin, Montana
Hardware and Implement Dealers; Elizabeth Berg, Fergus County; John
Foley, Corvallis; Dan Hafland, First National Bank of Livingston;
Alvin Ellis, Red Lodge livestock producer; Art Delsom, Lavina; and
Sherry Fields, Lewistown. Ms. Fields added that she disagreed with
the argument that all cattle should pay taxes to make up for the
lower amount of taxes on BLM land; see Exhibit "M,"
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Gene Chapel, Vice President of the Montana Farm Bureau Federation,
rose in support of the bhill; see Exhibit "N." Don Johannsen, National
Farmers Organization President, added that a cow kept on a farm is

not really an asset, she is a business expense for inventory. This
bill will bring the taxes to the point where they were before. Ann
Scott, Montana Farmers Union, rose in support of the measure. Warren
Ross, representing North Central Montana Stockgrowers, presented a
petition in favor of the bill; see Exhibit "0." Bud Boles, Montana
Chamber of Commerce, rose in support of the bill.

Mike Stephen, Montana Association of Counties, then rose in OPPOSITION
to the bill. He said that the equity guestion was in the Legislature's
hands.The Counties depend on the property tax base; therefore, they
are opposed to any move which reduces or exempts property taxes. This
bill would reduce revenue to the Counties. The tax burden will be
shifted to other property. It is not clear what this other property
will be. Also, taxable valuation is reduced. With the fee bills
looking like additional impact on the counties, and President Reagan's
comments regarding the availability of Federal money, those that
depend on property taxes are going to be in a crunch. Even though
there is a shift in property taxes, there are limits they have to
operate at, and if the County is at a mill ceiling, it isn't an

easy thing to compensate for a loss to the tax base.

Questions were then asked. Rep. Asay wanted to know if the language
on p. 2 line 14 of the bill was switched to prevent what happened

in 1977 from happening again. Sen. Severson said that this was the
same language as used in 1977, but this bill does not address cow
valuation, only taxable value. Rep. Asay said that it seemed that
the bill was saying the same thing as in 1977.

It was announced that EXECUTIVE ACTION would be taken on SB 47 the
following week. The hearing on SB 47 was then closed, and the
meeting was adjourned at 9:00 a.m.
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GEORGE P. RATHS T
President, MONTANA STOCKGROWERS ASSN. S \

SENATE BILL 47
January-16, 1981
MR. CHAIRMAN, MEMBERS OF THE COMMITTEE:

The Montana Stockgrowers Association strongly supports Senate Bill 47. The
livestock industry is the largest industry in Montana. At one time the cow was
largely the only source of tax income in the state and she has continued to carry
a disproportionate share of the tax load.

Our Legislature is concerned about bringing new business into the state. We
also must be concerned about the old standbys who have supported us faithfully over
the years. |

Every year in this state the assessors and Revenue Department spend hundreds
of thousands of dollars trying to equalize the taxes and assessments on ‘like kinds
of property.

At present we have livestock paying a tax on 8% of market value while other
unprocessed agricultural products pay a tax on 4% of market value. Inventory also
pays at a 4% rate.

Let us compare these items:

Livestock i% a product of the soil, water and air. It is unprocessed. It
requires a large taxable base of land and machinery to produce it.

Livestock, therefore, is very similar to other unprocessed agricultural
products, yet it is taxed at twice the rate. Why?

Compare livestock to inventory. | would say it's a very slow moving inventory
item as over three years go by before you can sell part of the cow as calf. The
value of the cow is arrived at by using operator sales price. Inventory value
is arrived at by using cost to the merchant.

By using brand inspections it is very easy for an assessor to come up with
almost 100% count on cattle. They are readily assessable.

I see little distinction between livestock and other inventory. In fact it



it 1s probably just the opposite. Yet cows are taxed at twice the rate.

If we spend a great deal of effort and money trying to equalize taxes,
shouldn't the inequity between livestock and the agricultural products be changed?
Certainly it's a large burden to the rancher.

Certain people object to lowering the tax rate on livestock not because it's
fair or unfair, but because they fear the loss of revenue.

I think we have almost broken the back of that old cow.

In the past, counties with large amounts of federal lands didn't receive much
in lieu. However, the grazing fees have been raised substantially. Large acreages
are leased for o0il or coal or other minerals. The federal government receives large
royalties and timber payments.

A part of all these moneys go to state or counties. Maybe counties could get
a greater share of these revenues much as the people in western Montana are asking
for a greater share of timber receipts. .

Our surrounding states have no tax on livestock. They have found ways to
replace it or never did have one.

Wyoming especially is very similar to Montana in that they have land patterns
and ownership---federal and private and counties like ours with the same problems.

Mr. Chairman, Members of the Committee, we ask that you take favorable action
on this bill.

Thank You.
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EXHIBIT B

CATTLE TAX EQUALIZATION

BY
JACK DUNN

Park County Stockgrowers
Park County Farm Bureau

Feb, 23 1981 __
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SATIZATICH

The present Cattle Inventory Tax system is very unfair & discriminatory in
both the rate ( cattle @ 8% ,business at 4%) and the method of market valuation,

Figure 1 shows the comparison between a cattle business and any other business.
A business pays inventory tax only on the inventory in the store at the time of inventory.
When during the year he sells that item and replaces it, there is no inventory tax on
subsequent saless. A business that turns inventory over twice a year would pay inventory
tax on only 4 the sales, This inventory level can be reduced even further by a
clearance or pre-inventory sale,

Buxiness inventory is also valued at "the cost to the person subject to the tax%;
that's dealer cost before any mark up, So all their operating expenses, wages and
return on their labor and investment is not subject to the inverntory tax. For many
types of business, cost would be 20-3G7 less than the retail price. The combination
of turnover and mark-up compensate each other, A business with a slow turnover would
have a higher mark-up and a grocery store with a higher turnover would have less mark=-ur.

This reduced inventory valuation is then multiplied by 4% (% the rate for cattle)
to arrive at taxable valuation.

CATTLE ARE TAXED AT TWICE THE RATE !

By comparison, cattlemen are to pay inventory tax on every animal and since it takes
9 months to gestate a calf and another 6-9 months to raise it to a marketable age, we
can't raise more than one calf per year, We don't benefit from inventory turnover
particularily when we have to pay inventory taxes on replacement heifers that wontt
have a calf until they are two years olde Then there are those cows that either won't
have or will lose their calf, Generally replacement heifers might be 10-20% of a herd
and only 90% of the cows complete the raising of a marketable calf, Ye also pay an
inventory tax on our bulls, These bulls are necessary but don!'t have calves themselves
and are sold for considerable less than what was paid for them, Yet their inventory
tax is based on their prime initial value and no depreciation is allowed,

3¢ the combination of these factors means that we pay inventory tax on 130% of our
rross sales, Then instead of being able to use our own costs or even our own retail
price, we are forced to use a hypethetical "market value" imposed by a FORMULA that
has some of our animals valued at twice what we paid for them, This inflated valuation
is then nultiplied by 8% ( twice rate of any other business) to arrive at a taxable
valuation. “ince this is a multiplier, it further exaggerates the differences in valuaiion,
So the real difference 1s more like a ten to one difference, In its present form, the

cattle tax is mere like a gross income tax with no allowance for any expenses or depreclaeti
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hs verification of thiés inecuity in invento valuation, consider the Taxable Talus’
4 v 9
of Park County in 1980, The Taxable Valuation for all our cattle is $1.565 million.
J N
By comparison, the taxable valuation of eyvery cther business inventory in the wvhole
county is only $297 thousandesel0% of the livestock total! Yet there are only about
250 families out of a pepulation of 12,000 making their livlihood out of ranchinge
D H S

Could we really sell 20% of our cows and buy out everyone else in town??

The railrosd is the largest employer in the county and employs over 1000 people
with a payroll of $21 millione TYet the taxable valuation of all the tracks, eguipment
land and buildings is only $le4 million or less than what 250 ranchers are paying

on just our cattle,

1980 TAXABLE VALUATION FOR PARK COUNTY

$1565

$1440

$727

Valuation in $ thousand

Cattle Business Farm Business BN

Inventory Machinery Fixtures
Railroad



EQUALITY IH VALUATIONW IS BASIC TO ANY TAX STRUCTURE

This present inventory tex is unfair and an undue hardship, Last year our inventory
tax was $10,20 per cow vhile I only received $9.19 per cow as my wages for taking care
of her and for my return on my invesiment for both her and the land to support her,

A dollar less than the govt took for just the inventory tax. Mot even minimum wage,

We recognize the need to support our schools and other govt functions, but its not

the cattle that use those facilitieSessits people, Only a small portion (15%) of our
property tax is used for expenses uniquely associated with living in the country ( road
&bridges, rural fire and sheriff).

VYhat we are really seeking is fairness in valuation., Its not a change in the tax
structure, There are many bills before this legislature dealing with tax reduction
or elimination, But it seems to me that even more fundemental has to be the eguality
in valuatione. All SB47 concerns itself with is to achieve equality with other business
inventory by using the same 4% to arrive at a taxable valuation, From there the mill
levies can be applied equally to raise the desired or approved taxese.

I see no difference between myself as a businessman who happens to be in the
cattle business and my neighbor who operates a welding shop to build wood stovess
Our inventory should be valued in a fair and equitable manner, Even in agricuiture
the present sysﬁem is not fair, My cousin uses his land entirely to raise grain and
pays 4% on his inventory, He doesn't like cattle and wouldn!t have one on the place,

I feel the same way about dirt farming and don't even own a grain drill, So my land

is used entirely for cattle and have to pay twice the inventory tax rate,

In 1977 the legislature voted to correct some of this inequity when they approved
a Cattle Tax Relief to lower the assessment rate from 33,3% to 20%, But the corresponding
change from an assessment system to a Market Value system resulted in an INCREASE of
Taxable Valuation rather than the anticipated decrease! In 1977 the taxable valuation
of a cow was $32, after passage of the relief the taxable valuation of a cow rose to
$41460 in 1980, Thirty per cent higher than it has ever been. Yet the prices we are
receiving for our calves is only one penny more than in 1973. The changes in the

valuation effectively nullified the last action of the legislature,

CATTLE VALUATION BY DEPT OF REVENUE
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NAME S, KriTH ANDERSON, PRESIDENT . BILL No. _ SB 47

appress P, 0, Box 4909 ~oare FEBrR. 23, 1981
MoNTANA TAXPAYERS ASSOCIATION

WHOM DO YOU REPRESENT

SUPPORT XX _OPPOSE

__AMEND

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY.
Comments:

THE MONTANA TAXPAYERS ASSOCIATION SUPPORTS SENATE BILL 47 TO REPLACE
THE CLASSIFICATION RATE OF LIVESTOCK FROM 3 PERCENT TO 4 PERCENT. THE
MAJORITY OF OUR MEMBERS FEEL THAT LIVESTOCK SHOULD BE CONSIDERED INVENTORY
AND SHOULD BE TAXED NO DIFFERENTLY THAN BUSINESS INVENTORY UP AND DOWN
THE STREET.

THE SUPPORT OF THIS LEGISLATION GOES MUCH DEEPER THAN THAT. THE
TAXATION OF INVENTORY ESSENTIALLY MEANS DOUBLE TAXATION, NOT ONLY IS THIS
INVENTORY TAXED BECAUSE IT IS SIMPLY ON THE RANGE, AND THERE IS NO
LOGICAL RATIONALE FOR THAT ARGUMENT, BUT IT IS TAXED THROUGH THE INCOME
TAX WHEN SOLD IN THE MARKET PLACE,

WE ALSO CONSIDER THE EQUITY QUESTION FROM THE VIEWPOINT OF TAX
REFORM, AND HERE WE ENCOUNTER THE ARGUMENT BY THOSE WHO OBJECT TO TAX
REFORM OR ALTERATION OF THE TAX STRUCTURE BECAUSE IT WILL ALLEGEDLY
DEPRIVE GOVERNMENT OF REVENUE. THERE ARE MANY THAT VIEW THE TAX STRUCTURE
AS SOLELY A VEHICLE TO RAISE MONEY FOR GOVERNMENT, NO MATTER WHERE IT
COMES FROM, RATHER THAN TO ACHIEVE EQUITY WITHIN THE TAX STRUCTURE.

THE SAME OBJECTIONS WERE POSED WHEN THE LEGISLATURE ELIMINATED
HOUSEHOLD GOODS AND SOLVENT CREDITS FROM PROPERTY TAXATION, LocAL
GOVERNMENTS OPPOSED THOSE BILLS BECAUSE "THE LEGISLATURE WAS CHIPPING

!

AWAY AT THE TAX STRUCTURE.” BUT WHAT REALLY HAPPENED WHEN THOSE TWO
TAXES WERE TAKEN OFF THE BOOKS AND WHAT WILL HAPPEN WHEN LIVESTOCK IS

REDUCED FROM 8 PERCENT TO 4 PERCENT? IN BOTH CASES, NOTHING REALLY



HAPPENED BECAUSE THE VALUATION INCREASES OF OTHER PROPERTY MORE THAN OFF-
SET ANY DECREASE IN VALUATIONS FROM HOUSEHOLD GOODS AND SOLVENT CREDITS.
[N THE CASE OF HOUSEHOLD GOODS THE VALUATION OF THE STATE INCREASED
NEARLY 14 PERCENT THE NEXT YEAR AND COUNTY OFFICIALS DIDN'T EVEN KNOW

IT WAS OFF THE BOOKS--EXCEPT THEY DIDN'T HAVE TO GO TO THE COST OF TRYING
TO COLLECT THE TAX,

IF THE VALUATION OF LIVESTOCK HAD BEEN REDUCED DOWN TO 4 PERCENT
FOR THE CURRENT FISCAL YEAR $41.9 MILLION IN TAXABLE VALUE WOULD HAVE
BEEN ELIMINATED FROM THE TAX STRUCTURE. [HE VALUE OF ALL PROPERTY IN
MONTANA INCREASED FROM $1.6 BILLION TO $1.8 BILION OR $224.1 MILLION
For 1931, So IF LIVESTOCK HAS BEEN ELIMINATED FOR 1981 PROPERTY
VALUATIONS WOULD STILL HAVE INCREASED $181.1 MILLION STATEWIDE WITH
PERCENTAGES VARYING FROM COUNTY TO COUNTY.

ANY TAX SHIFT WOULD HAVE BEEN LARGELY MINIMAL AND WHAT WE FORGET
I$ THAT THIS SO-CALLED TAX SHIFT WOULD LARGELY BE ASSIMILATED BY THE
VERY PEOPLE THAT ARE RUNNING LIVESTOCK TODAY. THE TAX WOULD BE PICKED
UP ON LAND, BUILDINGS, MACHINERY AND OTHER PROPERTY SO AGRICULTURE
WOULD STILL BE BEARING MUCH OF THE TAX BURDEN OF CATTLE BUT COLLECTED
ON OTHER PROPERTY--AND FROM A MORE STABLE TAX BASE,

| SHOULD MENTION ALSO THAT THE INCREASING VALUE OF LIVESTOCK IN
THIS INFLATIONARY ECONOMY WILL LIKEWISE SERVE TO OFFSET ANY DECREASE
IN THE TAXABLE VALUE.

UNFORTUNATELY OUR TAX STRUCTURE IS VIEWED BY MANY AS A VEHICLE TO
INCREASE TAXES FROM YEAR TO YEAR INSTEAD OF A VEHICLE TO BRING ABOUT
TAX EQUITY. LOCAL SPENDING WILL NOT BE AFFECTED UNDER THIS BILL.

LOCAL BUDGETS WILL BE ADOPTED AND MILL LEVIES EXTENDED AND THE TAXES
COLLECTED. VALUATION SHOULD NOT BE EQUATED WITH TAXES. VALUATION PER
SE DOESN’'T PRODUCE A SINGLE DIME UNTIL THE MILL LEVY IS ADOPTED BY
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COUNTY OFFICIALS AND IMPOSED AGAINST THAT VALUATION. | REJECT THE
ARGUMENT OF REPLACEMENT REVENUE BECAUSE YOU CAN'T MAINTAIN THE STATUS
QJUO AND HAVE TAX REFORM., [N FACT IF THE TAX ON LIVESTOCK IS UNFAIR
AND INEQUITABLE, AS | BELIEVE IT IS, IT HAS AMOUNTED TO WINDFALL
REVENUE FOR GOVERNMENTS OVER THE YEARS.,

WHAT WE ARE REALLY TALKING ABOUT WITH THIS LEGISLATION IS TAX
REFORM AND AN ATTEMPT TO GAIN A MEASURE OF TAX EQUITY. | REITERATE
THAT NEITHER WILL BE ACHIEVED IF WE ATTEMPT TO MAINTAIN THE STATUS
QUO. AND THAT'S WHY WE HAVE THE TAX STRUCTURE ON THE BOOKS THAT WE
DO TODAY,

| ENCOURAGE YOUR PASSAGE OF SENATE BILL 47 AS ONE STEP TOWARD

TAX REFORM IN OUR STATE.
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MONTANA CATTLIE I:'I‘JE!)EH. TOASEOTIATTION, INC.

PLO. BON 30736, BiLLIen, MONTANA 59107
January 16, 1981

Chairman,
Senate Taxation Committee

Montana 47th Legislature

Dear Mr. Chairman and members,

The Montana Cattle Feeders Association strongly supports the
passage of Senate Bill number 47, introduced by Senator Severson.

Our members accept the responsibility of equitable taxation,
reject the tyranny of double taxation and oppose the continuation
of the unfair tax trecatment to which they arc now subjected.

The present tax rules force us to compete against out-of-state
commercial feeders who advertise, in Montana publications, that
they have-no livestock tax to pay in their states.

) Montana has lost over 50% of its feedlot cattle population
from over i60,000 head to less than 70,000 head on feed at one time.
At the same time, we have seen losses of meat packing plants in the
State and, with them, many jobs.

The cattle-feeding business brings cattle into the state to be
fed and keeps raised cattle from leaving; it creates a labor market;
it creates a grain market; by strengthening meat processing businesses,
it helps reduce and stabilize Montana trucking industry.

The raising and feeding of cattle is a Business venture. 1In
Montana, it is Big Business. There is absolutely no justification

fors the inventory of this Business to be taxed at a higher rate than

that of other Montana Business.

'
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We insist that we are entitled to equal treatment under the tax laws.
Passage of this bill and the resultant categorizing of our inventories as

“class six property" will be a welcome step in the right direction.

Sincerely Yours,

,ﬂls?/

Montana Cattle Feedérs Assn., inc.



Montana Cattle Feeders, Inc.
P.O. Box 30736
Billings, Montana 59107
Phone 406-962-3248

Ray G.em‘nga February 23, 1981
President
Mike Davey Chairman ,
1st Vice President
House Taxation Committee
Stan Brown
2nd Vice President Montana 47th Legislature
Jack Asay Dear Mr, Chairman and members,

Executive Vice President

Dennis Fick The Montana Cattle Feeders Association strongly supports
Secretary/Treasurer the passage of Senate Bill number 47.
Our members accept the responsibiliiy of eqy;yggl;

taxation, reject the tyranny of double taxation and opvose the continﬁ:;ion of
the unfair tax treatment to which they are now subjected.,

The present tax rules force us to compete against out-of-state commercial
feed=rs who advertise, in Montana publications, that they have no livestock tax
in their states.

Montana has lost over 50% of its feedlot cattle population - from over
160,000 head to less than 70,000 head on feed at one time., At the same time,
we have seen losses of meat packing plants in the State and, with them, many jobs.

The cattle-feeding business brings cattle into the state to be fed and keeps
raised cattle from leaving; it creates a labor market; it creates a grain market;
by strengthening meat processing businesses, it helps reduce and stabilize Momtanma
retail meat prices; ifﬁéauses increased vigor in the Montana trucking industry,

The raising and feeding of cattle is a Business venture, In Montana, 1t s
Big Business. There is absolutely mo jJustification for the inventory of this
Business to be taxed at a higher rate than that of other Montana Business.

We insist that we are entitled tO_EEEi} treatment under the tax laws.

Passage of this bill and the resultant categorizing of our inventories as "class

#ix property” will be 2 welcome step in . he right direetioa.

Sincerely Yours,

Jack Asay,Executive Vice President
Montana Cattle Feeders Assn., inc,
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Testimony Supporting Senate Bill 47
Fresented by
Yvonne B. Snider
Gilt Edge Route
Lewistown, Montana 59457
Beef Commodity Chairman
for

Women Involved In Farm Economics (W.I.F.E.)
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f : | hay ranch in Fergus County. I am the Beef Commodity Chairman for Women

i gﬂé G lomen deolved 0 Farm Ceonomic

o
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My name is Yvonne Snider. Ny husband Lon and 1 have a cattle and

- —

Involved in Farm lconomics (W.1.F.E.) and in that capacity I represenf ap-~

proximately 500 members, most of whom have either cattle; sheep, hogs, or

~ poultry in addition to other crops. Montana WIFE strongly supports and urges

passage of JensteBill 47 which would be a major step toﬁard elininating the

unjust and discriminatory methods presently used to tax Montana's major

industry. ]
Livestock and poultry producers are presently being taxed at twice

the rate of any other business. This inequitable tax rate, in addition

to other tax practices, put livestock producers at a financial disadvan- ?
tage.

Other businesses are allowed to set their own prices for tax purposes.
They make the decision as to what price item they will carry and the tax-
able valuation is based on that wholesale price, whereas the Department
of Revenue sets the price on our product, as if we are not to be trusted.
The price that they set is unrealistically high, based on selected sales
and an arbitrary formula. This is analogous to taxing every clothing !
item in a department store on the retail (rather than wholesale) price of
a Christién Dior original.

One of the excuses often used for the present practice of setting our

cattle evaluation for us is that ranchers don't keep accurate records of

their purchases and sales. That is a ridiculous charge--if our records
are good enough for the IRS they should certainly be good enough for county
tax purposes. We are businessmen and we have to keep records like any

other business.

e Ll Bis me fury like 2 wom: a scornad” .. . s




A retail merchant can turn his profit many times a year but he is
taxed just once a year, We are taxed once a year even though we can
turn that inventory only once, or less.

Pre-inventory sales or allowing inventory to deplete are common -
practices used by other businesses to prevent piyment of.their full
share of inventory tax. Host livestock or poultry producers can not
" take advantage of this obvious tax dodge as it is not feasible or
possible for a cow-calf operator,

Lven though they are taxed as such, cows arnd bulls are not inven-
tory--they are a manufacturing production unit that depreciates in
value as any other manufacturing equipment does. They should be taxed
on their depreciated value or their salvage price.

We have expenses to our "inventory" which no retail merchant ever
has, sickness and death loss, medications and feed every single day,
whether they're making a profit or not.

Livestock producers are often accused of giving an unfair account
of the cattle they carry on “inventory". As a group, I firmly believe
that }ivestock producers are as homest as .any other segment of.the
population aAd that if there are discrepancies id %he in&entory of cattle
there are similar discrepancies in store inventories, which woﬁld be
much easier to hide. How often are the inventory records of other busin-
esses coﬁpared with actual inventory? Present brand inspectlbn laws

make it very possible for county assessors to k=2ep an accurate check
on cattle inventory.

A retail merchant adds on his costs, including taxes, when he
prices his proiuct. The customer »nays the tax when *hey buy the pro-
duct. A livestock producer is subject to the rarket trends and has

no way to pass the cost of his taxes on to anyone, which is proven this

2.



year by the fact that livestock taxes doubled despite the fact that cattle
prices were down as nuch as 25x.

The preceeding information should make you realize that livestock
producers are subject to obvious tax disadvantages that do not effect?
other businessmen, yet we are not asking for preferential tax treatment,
We are asking only for fair and equal tax rates,

The only opposition that we have heard to the reduction of cattle
taxes is coming from the commissioners in some of the sparsely pop-
ulated counties that only have cattle or land for a tax base. I would
like to point out though, that these sparsely populated counties like
Garfield, Petroleum and Carter, have fewer services to provide and there-
fore do not require the revenue per capita that more populated count-
ies do. For example, they have fewer schools and school districts,
fewer roads and bridges to maintain, less law enforecement required,
fewer cdunty employees, and less welfare needed.

We have checked with friends of ours in Petroleum and Garfield
Counties to‘compare our taxes., We know 'that vehicle licenses in
Petroleum County are always cheaper. In our district, which 1s cer-
tainly not the highest in Fergus County, it cost us $14.00 per cow
for taxes this year. Our neighbors in Garfield County only paid $10.00
per cow, 'and in Petroleum County the taxes cost Jjust $7.00‘per COW,

Our friends in Petroleum County did not feel that the reduction of
the cattle tax would be harmful to the operation of their county
government or to them personally, since levying of additional mills
is both possible and reasonable. In support of the above statements

I have brought along letters from the County Commissioners of Fergus



and Petroleum Counties in which they state their support for Senate
Bill 47.

We understand the concerns of those County Administrators who
are speaking in opposition to Senate Bill 47, but I woulk like to remind
you that the few very sparsely populated counties are not represntative
. of our state. It would be very unfair to penalize the livestock pro-
ducers of the entire state in order to provide a tax basé for those
few counties that have no other business or industry. Our state leaders
have found a way to equalize taxes for the benefit of the heavily popula-
ted counties like Yellowstone and Cascade. It seems reasonable to
expect them also to provide an equalization plan that will make it poss-
ible for those less populated counties like Garfield, Carter, and Petrol-
eum to continue to operate,

Senate Bill 47 would be a majorVStep in giving livestock produéers
the equal tax status with o*her businesses which they deserve and need.
We urge you to support the passage of Senate Bill 47,

Thankyou for allowing me the time to present these statements,



FERGUS COUNTY
STATE OF MONTANA

Lewistown, Montana 59457

January 19, 1981

To Whom it may Concern:

The Board of Fergus County Commissioners whole-heartedly support
Senate Bill # 47, changing the Tivestock tax from 8% to 4 %.

This would bring Tivestock taxation to an equal basis with other
business inventory. We feel it is only fair as livestock should
be considered as inventory of the stockmen.

Very truly yours,
BOARD OF COUNTY COMMISSIONERS
FERGUS COUNTY

Commissioners

OQ/mb



@OUNTY OF E’ETROLEUM

WINNETT, MONTANA 59087 Kenpsth Jelter, Comm.

PATRICIA WEINGART, COMMISSIONER
BRENDAN J. MURPHY, COMMISSIONER
Chairman

January 19, 1981

To Whom It May Concern:

With regard to SB 47, the Petroleum
County Commissioners would like to
add their support and recommend its
passage. Certainly it will affect
our budgeting, but we feel the tax
rate on livestock is too high when
compared to other items and should

be lower.

Sincerely,

Boodan J 7é“?%€;/

Brendan J. Murphy, Chairman
e o o middle agd
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TESTIMONY FOR S .B. #47, FEBRUARY <3, 1981, HELENA, MONTANA

Members of the Committee, Ladies and uentlemen:

I am George Vogt,a rancher in the BitterRoot Valley and appreciate the

opportunity to give my reasons for supporting Senate Bill #47, which will reduce

the tax on livestock from 8% to 4% which is presently levied on other businesses.

I am not seeking to escane the livestock producers fair share of the tax

payments, but to present some facts that may not have been considered in the past.

1.

le

4.

5.

6.

Inventory taxes on livestock %:ifwicg as high as that on invcntories of
other businesses. '

The tax on business inventories is based on wholesale prices, while the taxes on
livestock inventories are based on prices received by the nroducer when he-
sold his nroduct. Otherwise wholesale price for the businesses and sglling
price for the livcstock grower. -

Some businesses havce g_g}d turnovers for their product and can, by inventory
sales, reduce inventories to a minimum, Not so for the beef producer who
pays taxes on a cow during her entire lifetime often ovcr ten years and
receives no income from her for the first 2 or 3 years of her life until

her first calf is sold.

In times past livestock owners were accused of reporting fewer animals

than were owned. This can no longer be a valid claim., The assessor in

our county renorted that E££ brand insnection slips are sent to each
assessor in the state to provide information for cattle numbers., Insnections
are required to ship cattle out of the county, and to slaughter houses in
the county,. ——.

Many neople including some livestock growers and legislators are not

aware of a heavy special tax paid by owners of livestock for sunnort of

the Montana Livestock Commission which they and they alone pay. This year
1/8 of all the counties in Montana naid fewer mills to fund their entire
county budget than livestock producers paid in this special tax, Which

was 33 mills in 1980 and 35 mills in 1978-79,

(ur neighboring states of Idaho, N.D., S.D. 1levy no such tax, but
evidently supply the same services for which Montana stockmen pay fe
and which in many instances directly or indirectly affect or nrotect
every Montanan. I am not asking that the tax be removed but that it be
remembered when the tax on livestock is consxdered for the special levy
is not 11ght.

I have attachea to my written testimony a4 record of the funas each county
received from the feueral government last year. Thcse are the two kinds:
A. Federal Revenue Sharing, and -
B, Payments in Lieu of Taxes or P.I.L.T. moneys.
These funds are often confused or lumped together.
PILT money is determined by the amount of federal land in a county, less
the amount of money the county has reccived for the tlmbcr sales, grazing
fees and othcr incomes, ?

The nurnose of this fund was to decrease nroperty taxes on individual«
owners, but in the past, it has been used by some counties for special
projects even for C.D.'s,

Taxpayers in Ravalli County have insisted that PILT monev go into the
county's genegal fund, resulting in a decidedly lower millage.
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I feel these funds should be considered for actual county needs and certainly
could fill any loss that may be caused by an equitable tax on livcstock.

7. Finally the cattle industry , a very imnortant one in Montana is in trouble,
Here are ome of the indicators:
A. Cattle numbers are down 19,47% in Montana over the five years preceding
1980 according to figures given me by the Montana Crop and Livestock
Reporting Service, The 1% increase in 1980 which has been recently
renported is not all that encouraging.
B. Producers have management nroblems beyond their control.

1, wWidely fluctuating prices. So much so herc that even nustralians
have cut their supply to the United States,
4. Price on our steer calves this last fall was down 25% over 1979,
3. High Interest rates. ‘
4, Highly inflated nrices on what we buy and deflatea prices for our produ
5. And this yesr High taxes based on last yearthigh valuations.

The beef industry has been one of the few agricultural industries receiving
ng support nrices, no subsidies. I would like to keep it that way and believe
wC can wecather the storm if our present efforts are allowed to develop, among
which is our request to pass Senate Bill #47., 1 resnectfully ask your support
for this bill,

THANK YOU!!!



PILT PAYMENTS TOTAL $8,078,067

Montana's counties will receive some $8 million for FY 1980 payments-
. S T e
in-Ji tajes from the Department of Interior, Bureau OF Land Management.

The payments, by county, are as follows:

Anaconda-Deer Lodge $113,227 Madison $212,436
Beaverhead 224,471 McCone 131,196
Big Horn 24,911 Meagher 95,420
Blaine 251,461 Mineral 63,354
Broadwater 156,332 Missoula 226,388
Butte-Silver Bow 137,164 Musselshell 34,870
Carbon- 304,529 Park 366,003
Carter 78,701 Petroleum 32,210
Cascade 149,817 Phillips 145,702
Chouteau 108,889 . Pondera 75,320
Custer _ 232,366 powder "River 100,529
Daniels ' 148 rowell 109,493
Dawson 49,808 Prairie 42,612
Fallon 73,514 Ravalli 411,864
Fergus 341,382 Richland 34,087
Flathead 250,589 Roosevelt 3,052
Gallatin 467,629 Rosebud 232,439
Garfield 82,625, Sanders 89,427
Glacier 293,851 Sheridan 974
Golden Valley 22,510 Stillwater 132,356
Granite 69,891 . Sweet Grass 140,846
Hill 33,972 Teton 186,134
Jefferson 215,517 Toole : 31,783
Judith Basin 130,801 Treasure 8,145
Lake - 32,589 Valley 309,287
Lewis and Clark 703,452 Wheatland 47,504
Liberty 21,992 Wibaux 17,146
Lincoln - 175,835 Yellowstone 49,517

Source: Montana Association of Counties
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- General Federal Bevenue Sharin
Entitlement Period 1 - 1, Jan. 1, 1972 -mogo

Beaverrsaz County )(
Dillo~
Lima

Big Hora County
. Rardin
Lodge 3rass
Crow “ribal Council
Nortrern Cheyenre

Y

Blaine Caunty
Chincse
Harle=
Fort Selkaap Council

N

Broadwazzr County
Townszng

Carbon County
8earcresk
Bridgz-
Frorters;
Jolie
Red Locze

Carter Zounty X
"Exalava

Cascage lounty
Belt
Cascace
Great Falls
Neihars<

Choutea. County
Big Sandy
Fort 2enton
Geralcine
Chippewa Cree Council

Custer County
Ismay
Miles City

Daniels County
Flaxville
Scabey
Fort Peck Triba) Board

Dawson County
Glencive
Richey

Deer Locge Lounty
Anacanca

fallon County
Baker
Plev-e

Fergus County
Jenton
Grass Range
Lewiszoan
Hacre
Winifraz

Flatneaz County
Coturnia Falls
Kalisgell
wWhitafisn
Flatrezd Tribal Council

Gallatin County
Belgrace
Boze~zn
Mannatian
Three Forks
West Yellowstone

Garfield County ..
Jordan '

Glatier County
Brawning
Cut Bani,
Blackfeer Tribal Council

Golden Valley County
Laving
Ryegate

E. P,

S

110"

1,236,562

243,302
17,338

1,168,140
196,933
73,980
737,541
620,012

1,160,082
140,704
95,666
326,939

505,185
156,549

1,380,507
4,332
69,783
13,303
32,711
200,813

421,572
25,375

6,148,688
81,870
55,392

5,848,819
11,065

815,724
34,066
95,303
21,671

199,753

1,599,642
778,120

535,926
12,70)
86,797

805,071

1,123,750
478,467
24,521

1,932,135
1,505,662

842,983
139,336

10,307

4,723,038
371.40%
1,195,322
310,213
636,

662

2,764,729
125,332

1,276,008
138,623
198,233

1,282,122
199,115

7,25!
10,173

e.p.
S . 141,478
42,133
1,290

179,554
24,394 «
7,663
118,673
98,136

156,124
22,776
15,369
54,062

57.74)
17,107

214,882
121
14,961
4,853

857,924
10,372
7,525
776,057
2,039

100,351

173,192
73¢
136,223

129,230

147,438
80,303
3,297

406,395

120,362
15,070
1,089

228,421
6,074
976
119,768
2,720
4,054

893,090
49,929
216,994
75,969
100,331

425,336
30,812
300,728
6,736
10,862
30,613

(59,963
7:623
129,973
14,391

27,258
218,702

22,572
883
1,59

£
$

<P Y -TY
1,378,036

-290,340
18,628

1,347,694
221,232
81,643
856,214
718,148

1,316,206
163,480
111,535
381,001

562.926
173,656

- 1,595,389
4,459
84,744
18,667
37,938
239,626

481,389
29,064

7,006,612
92,342
62,917

6,624,876
13,104

916,175
38,425
110,776
23,398
230,193

1,772,834
734
914,343

605,524

14,551
103,393
934,301

1,271,188
558,770
27,818

1,932,185
1,912,558

963,850
154,876
1,078

1,930,360
41,576
7,293
759,416

14,361

6,616,12€
421,335
1,412,474
585,328
747,337

3,190,%35
156,146
1,831,323
115,453
78,557
95.0228

490,739
20,197

1,493i336

221,590
8,119
1,789

Granite Cqunty
Druranond
Phiiipsburg

Hill County
Havre
Hingham

Jefferson County
Boulder
Whitenall

Judith Basin County
Hobson
Stanfaord

Lake County
Polson
Ronan
St. Ignatius

Lewis 3 Clark County
€ast Helena
He'lena

Liberty County
Chester

Lincaln County
Eureka
Libby
Troy
Rexford

McCone County
Circle

X

X

Madison County
Sheridan
Twin Bridges
Virginia City
Ennis

Meagher County

White Sulphur Springs

Mineral County
Alterton '’
Superior

Missoula County
Missoula

Husselsnell County

Melstone
Rounduz

Park County
Clyde Park
Livingston

Petraleur County
Winnett

Prillips County
Dodson
Halta

- Saco

Ponders County
Conrag
Valier

Powder River Count

Broadus

Powell County
Deer Lodge

Prairie County
Terry

Ravalli County
Darby
Hamiltan
Stevensville

Richland County
Fairview
Sidney

X

g

E.
J

- Montana

()
{P. n E.P.

P. 1-10 T-1
515,256 $ 65,218 S 580,378
26,965 3,815 30,730
85,788 10,617 96,105

1,661,852 227,966 1,883.818
852,548 120,724 973,272
10,474 1,081 n,515

t
950,585 130,199 * 1,080,334
126,927 16,618 143,385
66,181 20,597 86,778
607,356 88,282 695,633
10,352 1,59 11,943
43,832 8,451 52,283

2,634,526 376,569 3,011,095
300,578 5,207 355.785
196,357 31,646 228,073
69,060 9,320 , 781"

2,619,883 417,780 3,237,682
190,440 27,209 217,639

1,697,402 252,558 1,929,380
486,859 77.628 564,487
76,022 12,418 89,223

1,073,420 220,864 1,294,282
82,805 11,619 94,424
307,264 56,544 363,808

49,399 10,193 60,092
3,086 635 3,681
477,833 85,377 563.210
67,777 7,025 74,802
851,406 178,800 1,030,206
26,634 3,332 29.966
48,413 5,777 54,150
10,499 2,466 12,965
28,949 5,470 34,420
-
457,783 63,217 522,000
78,711 13,126 91,837
474,007 61,881 535,888
©31,024. 3,748 34.768
88,960 11,236 * 100,196
4,817,098 758, £,576,045
3,018,615 506,6 3,525,227
706,188 84,80 790,996
22,923 |./§*v 24,361
22,824 - a4 287,433
1,199,701 188,558 1,388,259
1,627 1,867 13,492
764,718 17,05/ 881,775
138,166 18,471 155,62~
17,702 3250 2
996,285 152,450 1,149,335
13,314 2,283 15,397
213,575 45,109 258,684
24,637 2,803 27,433
1,287,567 176 099 1,463,666
230,721 33,315 262,536
9,276 3,685 67,961
604,956 80,377 695,333
37,184 3,684 40,338
774,333 100.262 874,600
190,317 41,324 232.201
333,318 54,653 447,976
54,650 9,210 63,86C
2,433,782 302,907 2.742,76%
53,813 9.408 63,22°
351,969 55,243 407.21.
106,207 14,773 121,53
1,926,056 303,036 2.229,14
103,197 13,594 = ‘15:79
293,073 36,999 330,07
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Roosevelt County
Bainville
Brockton

. Culbertson
Froid
Poplar
Wolf Point

Rosebud County
Farsyth

Sanders County
Hot Springs
Plains
Thompson Falls

Sheridan County
Medicine Lake
Outlook
Plentywood
Westby

Silver Bow County
Butte
Walkervilie

Stillwater County
Columbus

Swret Grass County
Big Timber

Teton County
Choteau
Dutton
Fairfield

Toole County
Kevin
Shelby
Sunburst

Treasure County
Hysham -

Valley County
Glasgow
Nashug
Opheim
Wheatland County
Harlowton
Judith Gap

Wibaux County
Wibaux

Yellowstone County
Billings
Broadview
Laurel

Total

ring -, Montana
kF/” “ tota)
E.P.1.10 e beetrem
$1,212,787 $177,434 $1,390,221
10,525 1,307 11,832
16,974 3,509 ¢ 20,523
66,534 7,323 74,357 !
29,9116 5,108 35,001
n4.,026 13,380 97,406
242,766 27,90 270,697
1,187,186 236,692 1,820,2/8
123,64} 26,093 149,734
1,295,617 200,064 1,496,481
40,182 6.210 46,392
121,291 23,357 114,648
74,900 17,150 92,050
690,541 67,792 758,333
31,203 3,176 34,379
5,270 599 5.609
129,533 11,016 140,549
20,709 1,545 22,334 )
5,303,176 --- 5,303,176
2,766,978 987,569 3,754,507
58,609 7,39 66,087 H
£08,094 140,527 956,621 || 0o socgmpop 0y -
128,235 23.06 152,101 gggﬁgzgﬁaﬁgaiggggm
| aP2o8gnlieaasoEssid
602,256 59,292 661,548 | 533653 G3,5F SEJOZES
109,832 20,816 130,648 ! aggmgmmg",ngamégﬂ
.ggn&ugnzgaggaaﬁggooﬂ
1,156,107 165,924 1,322,031 ‘ E;E&‘n 0£3783% _ago85¢2
£0,970 12,183 By I F2EgEEFRwESROOR SR BT
27,063 1,43) 28,499 ::u!ﬂ:“u‘;nﬁé’ﬁgaggj:é—-
80,349 8,697 83,006 | FEmp83BFEa<d-aadc=d
{moRook2sl VoEmoehaly
1,175,384 159,479 1,334,863 '} CPLRREPDEIEFp2cgERF L
24,053 929 more f 3oL TpR505sas=dapn
193,246 27,31 220605 { B TR EER LoggmEatE s 25
19,945 2,780 22,765 . ogo,,g_.f,;;??,gogggngogg !
{5 BoTgl=zor 254 2n £
196,520 26,404 s NBEFRIBgpIRTEEL 53552
40,610 6,027 46,637 rTe00sonYea
1,589,915 220,641 1055 | SEBEBSEFERSE FEI3cme BRGC
426,294 87,403 511.607 ; B O agscr;a;anggf.,—,--aﬁge
19,397 8045 a7,413 m;’,amgagc.cngg-ng 355 o
14,942 3,56) 22,505 ag.ﬁgpg_g'g‘ggag,:aaggn!égs
: oL~ = TP —bor
500,167 68.994 569,161 3:ags“;;89353§a;xgg;
100,467 13,317 13,784 » 3 0%§255502dm659335
6,209 1,270 rar | BOEIBELlogsigsg T g
n o o . hanr SR -4 >
319,532 46,669 366,201 g@ggaasgg SF.Z5% ggg
25,041 3,3 28,422 S5Qx 28RS s ~agS53%c V2E
ZEA 8o nl DESELE LM
6,362,622 909,579 7,352,201 g:ugg'g-ggg ©5ec2°%8 SEE
6,605,609 905,213 7,510,822 op2anBcEn ©OFN RS o50
10,596 911 11,507 3 0FEgY 853 _3 2F7
414,914 71,1350 486,264 SEegecies woElgsy Y-
" SR SocpbB a@
$123,221,422  $18,165,781  $141,387,203 ——Sm"' Eafva woog E‘-g “ €9
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.. * GEstimated - Current fiscal data not reported.
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Opfice of Keooweer Sharing, Depavtmeat of the Treasury.

S

L

State, Local Entities in Montana Will Get
Another $27 Million Under Revenue Sharing

State and local governments in
Montana are slued to receive
another $27.2 million in [ederal
revenue sharing according (o the
Ireasury Department. Of the total,
S8.9 million will be received at the
state level and S18.3 million will
bee doled out to countics and
municipalities. This will be the
linal payments totalling $212.1
million being received by the State
of Montana since the inception of
the federal revenue sharing pro-
f'ram authorized by the 1972 Con-
vress. The 1972 Congress
appropriated  $30.2 billion over
live years and the 1976 Congress
cxtended revenue sharing
through 1980 with another $25.4
billion dollars,

In Scptember, 1980 the final
payments under Entitlement
Veriod ST will he made T the

$65.7 billion interest price tag, but

meantime pressure groups and
politicians representing cities,
countics and stites thil want to
keep on enjoying the “free” money
which flows from Washingtlon
under the revenue sharing plan
will be busy lobbying for yet
another extension,

State taxpayers associations
have generally opposed the federal
revenue sharing plan on the basis
that the federal government has
nothing to share. At their 1979
Annual Mceting in Kalispell, Mon-
tana, the Western States Taxpay-
ers Conference adopted a
Resolution opposing the exten-
sion of federal revenue sharing as
being detrimental to sound stale,
local and federal fiscal policy. The
program has not only skyrockeired
the Nitional debt now approach-
gt 4729 Hhitlion dalas wlth on

is @ major conuibutor to the
brealtdown of the federal system
by croding the ability of the local
clectoride o reasonably hiold its
public officials accountable for
their actions,

The association exccutives
noted that stite govermments uce
generally canrying large surpluses
that in turn hive been cansed, at
least in part, by federal handomts
to the states. Likewise, this has
causcd state governiments as well
as local governments to establish
new prograuns and spending levels
that have not been approved and,
probably would not have been
approved, by the general
clectorale,

The Resolution urgfes Congtiess
allaw  the peneral federad
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Scnatc Bil1l 47 Hearing
Ken Mesares~Feothills Livesteck Assec.

Ken Mesares, Ramcher frem Cascade, Secretary of the Executive Bemrd of the
DA

10,000 head of cattle.

Now that cattle nreductien cests are risimg much mere raridly tham

cattle nrices, we as cattlemen have beem narticularly hard hit;

Therefore; We of the Feothills Livesteck Assec. strongly sunpert Senate Bill 47,
A reductien in the tax assessment will certainly help nrevide fer co-finuity

of the family farm and ranch oneratiems.

May it stand em recexrd the the Poeothills Livesteck Assec. supperts this b1ill,

Res~ectfully submitted,

Kenneth 1, Mesares
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COW-CALF OPERATION:
INVENTORY EVALUATION=- , |

For the purpose of analysing these two business opautiéns let's
use a cow=-calf operation of 110 coWs, which willvcroaﬁo a dattlo in-
ventory valus of $70,000,00 as determined by the Montana Department
of Reverme on the assessed market value, The inventory broakdam will
be as follows:s

110 cows at $520,00
2. 20 replacement heifers at $350,00 per heifer
3., 5 bulls at $1160,00 sach

ANNUAL DOLLAR INCOME: |
Allowing fo¥ cows that do not calve and calves that die at birth,
from disease or other causes, let's hope for a 90% survival rate whiéh

would yield 99 live calves., Let us assume t.hat t.hora will bo 50 ltnr o

calves which will grow to a market weight of 500 1bs, and‘lﬂ h-itor
calves, which will weigh 400 1bs, at market time, Let's use last yoars
parket prices which were ,80¢ for steers and ,72¢ for heifers, The
calculation of gross income from calves is a followss B

50 steer calves (x) 500 1bs, (x) .80¢ per lb,-.= $20,000,00

49 heifer calves (x) 400 1lbs, (x) ,?0¢ per 1b, = $14,000,00

Total income from calves $34,112,00

INVENTROY TAX EVALUATION “

Eight percent of the Montana Department of Rovanue ,’usossﬁd urkct
value of cattle inventory is the taxable value, In this mo.*ﬂo 000,00
inventory would yield a taxable inventory of $5,600,00 is 16$ at the
total gross income ($31&,112 00) generated before any opamtion axponn
such as wages, equipment depreciation and feed or gra.in. Feed ;rﬁ gmﬂ.ﬂ o
is an' expense that should be considered a cost of goods, a aosAt to produce



the finished product {a marketable calf), This would further lower

the gross operation income before other expenses are considered,

$5,600,00 taxable value & $34,112,00 Total income = 16,4%

BUSINESS INVENTORY OPERATION:

INVENTORY EVALUATION-
The inventory value of a business is determined on a last in-first

out (LiFo) or a first in-first out {FiFo) basis as is determined by

actual invoice receipts,

BUSINESS ANNUAL‘DQLLﬁR TNCOME=

Lot us assume that a $70,000,00 business inventory will turnover
two times {most businesses turn their inventory -many more times than
this), this will generate a cost of goods sold of $1hd,000.00;. It
the business generates a gross profit margin of 25%, then $140,000,00
worth of goods will have sold for a total of $187,000,00, This leaves
the business with a gross profit margin or gross income before any expen-

ses,of $47,000,00,

INVENTORY 74X EVALUATION:

Businesses are imposed a tax of 4% on the inventory value, -In
this case, 4% of $70,000.00 is $2,800,00 taxable inventory. The
percentage of taxable value to gross income is 5,9%,

$2,800,00 taxable value & $47,000,00 Total income = 5.9%



SUMMARY:

BUSINESS | CATTLE
Ingm"mvmonr DIFFERENCE
TAXABLE INV. & GROSS INCOMS 5.9 16,5 2.8 Times
TAXABLE INV. 2 GROSS SALES 1.5 16.4 10.9 Times
TAXABLE INV, & COST OF INV. 4.0
TAXABLE INV, & MARKET VALUE 10,0 2.5 Times
TAXABLE INV. & ASSESSES VALUE 8.0 | 2,0 Times

The inventory tax comparison between these two businesses is totally:.
inequitable, The rancher with a cow-calf operation pays 16,4% of his
sales in inventory tax, the inventoried business pays 1.5%. The rancher
pays 16.4% of his total gross income while the business pays 5.9%. The
Rancher is unable to pay inventory tax on the true cost of his product
as the inventoried business does, but has to pay twice the rate (8%)
on an assessed value which is established by the Montana Department of

Revenue.
The assessed value is supposed to be a market v;lue but in faet is
greater than the market value, -

The rancher in the past has been more than willing to contribute
their fair share but this is a gross injustice, Inventoried businesses
are able to pass tax inereases through their price structure on to the
consumer, but the rancher has to accept the market price at the tinie he
goes to market. He is the least able to pay tax levies, I feel, as I
hope the rest of the business community would, that this injustice needs
rectification, v ‘

The ranching industry is very important to Montana's economy, We
can not afford to choke it to death by contimually assessing it more and
more of the tax burden.

Please pass Senate Bill #47,
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My name 1s onerry rillds., [y husbdand, Le€e, has a cow-calil operafTBﬁ‘ﬁBfTﬁ;;:jjjfff“—'

east of Lewistown in Central Montana, I own a commercial cow herd which EZ)y s
is financed seperately. EVA72 77
g

I urge you to pass Senate Bill 47 to alleviate the unfair tax burden car-
ried by the cattlemen of Montana. Not only do we pay a large share of the
property tax. becazuse of thé inflated value of land, but our cattle are
apparently considered a superior type of inventory. They are taxed higher
than business inventory despite the fact that, unlike business inventory,

we do not sell our product at a profit several times a year.

Our inventory needs a continual input to keep it producing while business-
men have their initlal cost, hold their invetory until it is sold, then
restock and sell again, With cattle you must add grass, water, salt and

bulls, At no time do those cows stop eating. And they only produce once

a year.

The businessman pays his taxes on hls inventory as it comes to him from the
manufacturer, at that cost, The cattleman pays hls taxes on an arbit-
rary formula determined by the Department of Revenue, based on no easily

understood, known or basic formula.

One of the arguements recently advanced against SB 47 is that in some
counties with large amounts of BLM-.land those who run on BLM land do not

pay as much taxes as those who have deeded land. OUpponents of SB 47 there-
fore maintain that all cattlemen should pay more taxes to make up for those

taxes lost on the BLM land.

I do not see why I should have to pay a larger share of taxes than a bus-
iness man simply because someone else in my industry does not run on deedéd

land. It would make as much sense to assess a double tax on inventory

1b



owned by a businessman who rents his building,

Politicians and the press in Montana are fond of emphasizing the impor-
tance of agriculture in this state, and to the state., Your supposrt of

SB 47 i1s an opportunity to pay more than lip service to agriculture.

T would like to thank the members of this committee for allowing me this

opportunity to speak for myself, my family and my industry.




CERARIEBIT N

February 23, 1981

Distinguished Representatives of the Taxation Committee:

I'm grateful for the opportunity to address you, I only feel bad in that.
there are many livestock operators across the State that you will not hear
from because of lack of knowledge of the issue that you are working with or
distances and time involved, Some of these operatars you will not hear
from because of the feelings that no matter what they say and think, the

politicians and bureaucrats will call the shots any how,

My name is Gene Chapel., I operate -and am trying to pay for a cow-calf

operation in the foothills of the Snowy Mountains about 8 miles south of

Lewistown,

The Livestock Tax is a very important item in my operation as well as the
whole livestock industry, Senate Bill 47 that we are addressing today is a
step in the right direction towards alleviating some of our burdens,

We are not éo naive that we believe that we shouldn't share in the burden
of taxes but we know that we are carrying a very disapportionate share of
the tax load, As a taxation committee you should take a good look at the

method that our taxes are arrived at,

Legislature gave us some relief in last session and then turned around and
came in the back door on how the valuation of our livestock is determined '

and guess who came out losers? TYou're right, the cattle operators,

Tleire 2 )ez) 8

/77



Remember we only get to sell once a year, and that is only our production
that we sell, Our inventory is always present and only have the opportunity
to turn it once, unlike other businesses that turn their inventory many
times throughout the year, I guess what I'm trying to say is that we need
Senate Bill 47 but please don't roll the loss of revenue back on the

livestock industry in some other manner,

I thank you for allowing me this time and you people by virtue of your
office have the power to help us or the power to throw an already dis-
tressed industry further backwards,

Respectfully submitted,

L C

Gene Chapel , V.ce —PresicenT
Rt. 1, Box 1858 Favm Burepa
Lewistown, Montana 59457

14



We the undersipgned resicents and livestock producers of

worth Central lontana 2o herely asx ani eacourage the memusrs L)

*“e Zouse Texation Committee to support the passage of Senate Bill 47,
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We the undersigned residents and livestock producers of
North Central Montanz do hereby ask and encourage the members of

the Fouse Taxation Commiitee to support the passage of senate Bill 47,
n
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Montana Cattlemens Associktion _

As many of you know Senate Bill 47 is one of the most widely supported of
all the proposed Senate Bills, with thirty seven co-signers it proves to be
both equitable and necessary.

This reduction will also make Montanamore competative in attracting outside
herds into the state from Canada and other surrounding states for feeding and
slaughter. Again increasing the amount of tax money and increasing job opportunity.

This Legislature is attempting, in other deliberations to create an economic
climate in which agriculture may continue and yet enable the young or beginning
farmer to compete and survive.

Not only is Senate Bill 47 an equitable request but its consideration and
passage will give a beginning rancher a better chance of survival through tax
equity rather than increased loan funds and interest burden.

There have been projections that this measure will cause a loss of 7 to 8
million dollars in revenue. However, this is shortsighted in that the reduction
will inevitably lead to increased numbers of cattle on farms and ranches and in
feedlots. ‘ﬁhe shift in tax burden will fall on both the livestock producer's
pasture as well as other agricultural lands. And within a short time should
agaih stabi%ize at nearly the same levels per individual producer and per county

due to recapture of cattle population.
We urge favorable action and a "do Pass" for this bill and for the cattle

industry which provides so much to the economy of Montana.




P. 0. Box 827
Livingston, Montsena

21 Pebrusry 1981

Seanator Pat goodover
Chairmea, Texntion Committee
Montans Stete Sennte
Helens, Montana
Dear Sir:

Just want to let you know thet I am fully supporting the chonges
in livestock texmtion proposed under Seamte EFill No. 47. I hope you will
let the hHouse Committee on Taxantion know thet every rencher I heve telked
to is in support of the proposed tex reductiom, end furthermore, it 1is
desired thet the power to levy texes and set tax values ghould be removed
from the Strte Depsrtment of revenue, Tegzislation should delineate the

the taxes to be levied end the values to be levied unon.



= ez
NAME @V’UWVU(&/—E L Tl Bill No. (,)r/f‘f)s// /

ADDRESS bu’/L* [t paTE__2/23/k
WHOM DO YOU REPRESENT ) (T [ e A /. 17 g;j o L
J
SUPPORT % OPPOSE AMEND
~N

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY.

Comments:

atticd

7 9



I

National Farmers Organization

Mr. Chairﬁan, Members of the Committee

As noted Senate Bill 47 is one of the most widely supported pieces of legislation
in this session. Thirty seven co-signers are procof that it is an equitable and
necessary bill.

Nineteen organizations including the farm groups, the Montana Chamber of
Commerce and the Montana Taxpayers Association have urged its passage.

~——  The Livestock producer faces a drop in prices of up to 30% and this in the
face of a 15% inflation factor which reflects a 45% drop in real income to the
producer.

There should be no doubt that a cow in a feed lot is business inventory, there
should be no doubt that a cow retained on the ranch to "manufacture" additional

MJ? Gon arcel
inventory is a business expense-for most of her life.

The reduction from class 7 to class 6 will cause a relignment of tax payments
within a county for a short while but the impact may be less than expected.

The shift from a cow to land is likely to be in the neighborhood of 14¢ per
acre and this burden will fall upon the livestock producer as we41 as the grain
producer.

North Dakota, South Dakota, Wyoming and Idaho surround Montana. None of these
states have a property tax levied upon cattle.

This fact allows for unfair competition by "outside" packers and feeders who

"raid" the Montana economy by advertising their area as one in which no tax is paid.

In the past 2 to 3 years this has been a major factor in the decline of cattle
nembers in Montana both on feed and on the ranch.

The State of Montana has lost the tax revenue on nearly 200,000 head of cattle
which are gone from the state in the last several years. This inequitable and
punitive tax has been a major contributing factor in this loss. Simply stated
"fewer cattle, less tax money."

Perhaps you may think that this bill would also mean "less tax, less money"



but in‘fact the oppositr-may be true. By lowering the tax, producers will be more
inclined to rebuild their herds, even in the face of high interest rates, in order
to make more economical use of their "in place" facilities, pasture and feed.

This in turn will regenerate tax revenue to offset the projected loss within

a short period of time. More cattle, more tax money--but at a lower rate.




STANDING COMMITTEE REPORT
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We, your committee on

having had UNder CONSIAEIATION .u.vviuieeeeieeiieeieseeereeseesirsseesnsersreseseesssesssssessssenessssaasessed LIPOEE E el A Bill No....47.......

A BILL POR AN ACT ENTIYTLID: “A'[ ACT T3 RTMOVI LIVIS?OCEH,
POULTRY, AND THIL UNPROCESSED PROLUITS OF BOTH FROM CLASS
SLVEN AND PLACE TuI¥ IN CLASS SIY POR PURPOSIS OF PRIPIRTY
TAXATION; 55D _BROVIDING N APPLICLEILITY AND IMAEDIATE
LEZLCTIVE _DATS: AMUUDING EECTIONS 15-6-126 AND 13-6~-137,
E‘.".C:ioy

Respectfully report as follows: That

BE CONCURRID I
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Rep. Ken Rordtvedt, Chairman.

STATE PUB. CO.
Hetlena, Mont.



