
MINUTES OF THE MEETING 
TAXATION COMMITTEE 

MONTANA STATE 
HOUSE OF REPRESENTATIVES 

March 22, 1985 

The forty-seventh meeting of the Taxation Committee was 
called to order by Chairman Gerry Devlin at 8:08 a.m. in 
room 312-1 of the state capitol. 

ROLL CALL: All members were present with the exception 
of Representative Iverson, who was absent. Also present 
were Dave Bohyer, Researcher for the Legislative Council, 
and Alice Omang, secretary. 

CONSIDERATION OF HOUSE BILL 287: Representative Jack 
Moore, Great Falls, stated that in 1981, the legislature 
increased the business investment tax credit to 3% and 
in 1983, it was reduced to 1/2% and this bill proposes 
to increase the credit to 30% of the federal credit and 
raises the ceiling amount of credit that may be claimed. 
He contended that the provisions of this bill will help 
the business people of this state - those that have the 
incentive to expand and this creates primary and secon­
dary jobs. 

PROPONENTS: Janelle Fallon, representing the Montana 
Chamber of Commerce, distributed to the committee Exhibit 
1 and explained this to them. 

Joe Weggenrnan, representing the Helena Chamber of Commerce, 
said that they view this as an incentive to keep small 
business in business and they support the bill. 

Jeff Poitier, representing the Missoula Chamber of Com­
merce, commented that this is an excellent bill to help 
business to expand and urged a do pass. 

There were no further proponents. 

OPPONENTS: John LaFaver, representing the Department 
of Revenue, stated that they oppose this bill and he 
wondered what the reaction of appropriations would be 
if he brought down a $16.8 million spending item on top 
of everything else. 



Taxation Committee 
March 22, 1985 
Page Two 

Don Judge, representing the Montana AFL-CIO, indicated 
that they oppose this bill and the only place to make 
up this difference is with property taxes, income taxes 
or plugging loopholes. 

Louis Kunz, representing the Montana Low Income Coali­
tion, offered testimony in opposition to this bill. See 
Exhibit I-A. 

There were no further opponents. 

QUESTIONS ON HOUSE BILL 287: Representative Sands asked 
Mr. LaFaver what his views would be if the state did have 
enough money. 

Mr. LaFaver replied that based on the evidence they have 
had over the past three years of accelerated recovery of 
investment tax credit, the weight of evidence shows that 
it does not spur economic development in the way the pro­
ponents would have the committee believe. He continued 
that there is evidence that firms that received some of 
the major tax cuts in 1981 actually have decreased their 
investments. He feels that business invests because 
the markets are there. 

Representative Williams asked Ms. Fallon if she could corne 
up with some figures to tell them how many jobs have been 
created and the effect on the economy due to the invest­
ment tax credit. 

Ms. Fallon responded that she would be happy to work on 
some figures, but they have to realize that it is diffi­
cult to determine this one figure in a vacuum and the 
nation is recovering right now from a national recession 
and there are a lot of factors that have to be taken into 
account. 

Representative Patterson asked if they have not seen a 
lot of businesses in the last few years taking chapter 
11 and chapter 13. 

Ms. Fallon replied that she cannot give those respective 
figures, but there has been a lot of them. 

Representative Patterson asked if this was not a trend 
in Montana and a trend across the nation. 

Ms. Fallon answered that it is her opinion that things 
are rougher in Montana than in the nation. 
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Representative Raney asked what programs should be eliminated 
or how should taxes be increased to fund all the tax breaks 
that they have been advocating. 

Ms. Fallon said that most of the time she has appeared 
before this committee was to oppose tax increases and 
there indeed has been a good amount of growth in state 
government, but she could not specifically name programs. 

There were no further questions. 

Representative Moore stated that the negative attitude 
of some of the people in tpis state is what has caused 
some of the problems they are having today. He offered 
an amendment to this bill. See Exhibit 2. 

The hearing on this bill was closed. 

CONSIDERATION OF SENATE BILL 280: Senator Bob Williams, 
District 15, offered testimony in support of this bill. 
See Exhibit 3. 

PROPONENTS: Representative Ernst, District 29, testified 
that they have tried to get a bill through to get some 
revenue from this mine and they are asking that they tax 
a non-renewable resource that will be gone in years to 
come. He explained that their commissioners said that 
they have never received any taxes under the net proceeds 
tax. 

Don Hoffman, representing the Department of Revenue, 
advised the committee that they worked with them in de­
veloping this bill and they looked at several alterna­
tives. He explained how they came up with this bill and 
indicated that they are not trying to get the small miner 
or the weekend digger in this bill. 

Gary Langley, Executive Director of the Montana Mining 
Company, said that this simply transfers the tax on gem­
stones from a net proceeds tax to a gross proceeds tax. 
He acknowledged that they do not have any problem with 
it as long as it has the $40,000.00 exemption. He cautioned 
that this is a precedent-setting bill and if they attempted 
to place other producers of minerals from a net proceeds 
to a gross proceeds, they are going to have a fight on their 
hands because they would not tolerate that. 
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There were no further proponents. 

OPPONENTS: Harry Bullock, Chairman of Intergem, the com­
pany that owns and operates the yogo sapphire mine near 
Utica, offered testimony in opposition to this bill. See 
Exhibit 4. 

Mary Bielenberg, Hamilton, stated that she and her daughter 
own a sapphire mine in Granite County. She gave testimony 
in opposition to this bill. See Exhibit 5. She declared 
that she was terribly disappointed with the position of 
the man representing the Montana Mining Association and 
at the next election, she will see that he is voted out. 

Alan Hart, owner of the El Dorado Sapphire Mine, northeast 
of Helena, offered Exhibit 5-A in opposition to this bill. 

Lynn Seely, Great Falls, and representing Intergem, focused 
on the structure of this tax and how it would harm the 
producers and miners of this industry. He said that 
this would impose a tax on gross carats at the mining 
site and ignores value and it is not fair to tax worthless 
dust and worthless carats because of flaws. He advised 
that it also ignores the fact that it takes so much to 
turn a stone into a gemstone and he concluded by saying 
that this state is rich in resources, but is poor in 
capital tor investment. 

Cleatus Sypult, a small mine owner, gave a statement in 
opposition to this bill. See Exhibit 6. 

Dick Tablin, current owner of Gem Mountain in Phillips­
burg, stated that they were principally a tourist opera­
tion and attract approximately 20,000 people a year. He 
said that they were concerned because the cost would have 
to De absorbed and there is not much money in the sapphire 
business. 

Russ Thompson, from the Castles Sapphire Mine, gave a 
statement in opposition to this bill. See Exhibit 7. 



Taxation Committee 
March 22, 1985 
Page Five 

Leroy Battershell, Helena, stated that there was a mis­
understanding as to what is a gemstone and what is not. 
He held up an agate about the size of his fist and in­
formed the committee that this is a gemstone and weighs 
about 2,000 carats; and he contended that to tax an agate 
is a little ridiculous. He informed the committee that 
a gemstone is any stone that can be cut or polished and 
is normally worn for adornment. 

Willis Leaf, Helena, advised the committee that he was 
a rock hound and in his lifetime he will never take 
$40,000.00 in gemstones, but there are approximately 
57,000 tourist days of tourists that come to these areas 
and they have to buy gas, they all have to eat and they 
all have to have someplace to stay and there is much 
more revenue from the tourists than you could possibly 
get from the sapphires. 

Beverly Tyson, Helena, informed the committee that she 
runs a small business and cuts sapphires and she indicated 
that this bill would put a lot of them in a very bad 
position and would take business away from them. 

There were no further opponents. 

QUESTIONS ON SENATE BILL 280: Representative Zabrocki 
asked which would be move valuable - a sapphire of one 
carat or a diamond of one carat. 

Mr. Bullock replied that the value of precious stones 
go in the order of diamonds, emeralds, rubies and then 
sapphires are quite a ways down. 

Chairman Devlin entered into the record Exhibit 8, which 
is a mailgram from Robert Bogensberger, President of 
North American Mining Company. 

Representative Harp noted that George Bennet had testi­
fied in connection with HB 690 on the difference between 
gross and net proceeds and he asked him if they would be 
in conflict if they passed this bill. 

Mr. Bennett, a lobbyist for the W. R. Grace Company, 
replied that the metal mines have been on a gross pro­
ceeds since the 70s, but the nonmetallic mines have been 



Taxation Committee 
March 22, 1985 
Page Six 

on a net proceeds for several years. He continued that 
it was his understanding that because most of the metal 
mining was done in Silver Bow County, that this was a 
compromise to allieviate the fluctuation on these mines 
and he did not think there would be a conflict any more 
than there would be a conflict presently between the 
nonmetalic paying on net proceeds and the metalics paying 
on the gross proceeds. 

Representative Patterson asked Representative Ernst if 
this mine had not had some trouble in the past where 
it has been sold and been left vacant or has it been 
continually a thriving, productive business. 

Representative Ernst explained that it has been very 
intermittent; it was owned by an English corporation 
years ago and he did not know if anything was taken 
out at that time; it had been down for a number of 
years and he did not know the exact dates, but the last 
ten to twenty years the developers have purchased that 
site and tried to develop it off and on. He continued 
that he would give credit to Bullock for the last few 
years, he has tried to make it a viable operation - he 
has the mine there, a payroll and everything in the 
summer months and there is property on that - they do 
not deny that - it just is that this is a method of 
taxation on the gems themselves. He informed the 
committee that the county has watched this, the assessors 
have watched it and they were directed by them to go to 
the Department of Revenue to get this gross proceeds 
tax on them. He indicated that it has been the con­
cern of the county for years that there has been no net 
proceeds paid. 

Representative Patterson asked if they knew what a 
Montana agate was worth and should they be taxed. 

Representative Ernst responded that this was new to him 
and he was not aware of the agate being in there. 

Representative Keenan said to Gary Langley that she 
has heard him talk so much about marginal dollars on 
production and with this bill, they would be putting 
a lot of people in trouble and she asked him the logic 
of being a proponent. 
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Mr. Langley answered that he simply said that the Montana 
Mining Association would not be in objection to this 
bill; it is pretty hard for him to argue logic when 
the metal mines and the nonmetal mines are paying proceeds 
tax to the county and if he felt that this tax was un­
fair, he would be the first one in there to complain 
about it. He explained that he could not find a logical 
basis by which to object to this tax. He added that 
Senator Williams and he worked very hard on this bill 
to place an exclusion on it for folks who are marginal 
producers and there is the exemption of $40,000.00. 

Representative Asay referred to page 3, line 19 of the 
bill and asked if the mines would have to keep track of 
all the people and how much they got in order to keep 
track of the $40,000.00 exemption. 

Senator Williams responded that he would leave that up 
to the Department of Revenue. 

Mr. Hoffman explained that the person extracting the gem­
stones is the person who is going out there and sifting 
through the dirt and that would be the person who is 
extracting the mineral from the mine. He indicated 
that there was no way for them to police this but under 
present law, they would be required to file and they are 
not filing and he found it quite interesting to find that 
there are people here testifying today that he did not 
think they were getting returns on so he cannot see if 
it is just moving from a net proceeds to a gross proceeds 
how it is going to place a new tax on these people. 

Representative Asay asked if they would be excluding all 
these tourists. 

Mr. Hoffman responded, "Exactly. In order to police this, 
you would have to have someone sitting out there with a 
car with a 1::ook writing down license numbers or something." 

Representative Asay referred to page 5, line 10 and asked 
if this was a procedure to file this kind of a tax lien. 
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Mr. Hoffman answered that this was standard language in 
the oil and gas net proceeds act. 

Representative Asay asked him if he had an opportunity 
to look at the amendment. 

Mr. Hoffman pointed out that there is a net proceeds re­
turn in there and that return reports 123,014 carats 
being extracted and he finds it interesting that, all of 
a sudden, now those are not extracted carats any more 
and they no longer feel they should be reporting those. 
He said that he has not taken a look at the amendments 
for a while. 

Chairman Devlin asked how the department was going to 
determine the values of this material as it varies so 
much. 

Mr. Hoffman responded that it is going to be based upon 
an arms-length transaction - a transaction where these 
carats are being sold in a rough form and they were speaking 
to a miner the other day and he sells all of his stones 
in a rough form and he sells them for 10 cents a carat 
and in that instance, he would have to sell 400,000 carats 
to become taxable. He continued that in the information 
that Mr. Bullock handed out, he is reporting on $4.00 per 
carat and that was something that Mr. Bullock and one of 
my predecessors in the department worked out as a reasona­
ble value. 

Mr. Bullock said that is not so and he did not know where 
that came from. 

Mr. Hoffman said that it was his understanding that Mr. 
Bullock and someone from the Miscellaneous Tax Division 
had sat down and discussed the value of the rough sap­
phires as they came out of the mine and he will go back 
to that person and talk to him and find out what was done. 

Chairman Devlin replied that he would like that informa­
tion and he asked Mr. Bullock if he recalls how this 
figure was set at $4.00 per carat. 
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Mr. Bullock declared that he personally was never involved 
in establishing any $4.00 price and in 1980, ,the Depart­
ment of Revenue came to them and asked what is the basis 
that they feel they should be taxed on and he said that 
he did not know and a short time later, the Department 
of Revenue said they would base the net proceeds tax on 
$4.00 a carat. He stated that they had no objection to 
that if it were a net proceeds tax and by the time they 
get past the point where they are making any money, it 
would be alright. 

Representative Raney noted that in the metal mines, every 
bit of that ore is property, such as gold, silver or cop­
per mines, but, in this case, if they mine 100,000 carats, 
maybe only 15 to 20,000 of those carats are merchantable 
and he asked how this would compare with a metal miner. 

Senator Williams responded that as far as a lawsuit is 
concerned, he would have no idea, but it came out of 
senate taxation and there were several lawyers in there 
and there was a good discussion on this and a good dis­
cussion on the floor of the senate and that question was 
never brought up. He commented that he would seriously 
doubt it. 

Representative Sands asked, as a matter of tax policy, 
why are they taxing some on net proceeds and some on 
gross proceeds. 

Mr. Hoffman responded that back in about 1977, the legis­
lature took a look at the metal mines at that time and 
principally the only mines at that time in Montana were 
gold mines and the Anaconda Company in Silver Bow County, 
and there was a fluctuation up and down in the valua­
tion of the tax. He explained that in 1979, the net 
proceeds went below zero as there was a loss in mining 
operations and Silver Bow County was deprived of their 
tax base so they requested that they go to gross proceeds. 
He indicated that was his understanding of why metal 
mines were taken out of net proceeds. He said he could 
not answer why coal was put on net proceeds. 
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Representative Sands asked what deductions they are allowed 
under the net proceeds tax. 

Mr. Hoffman explained that because of the way the law was 
originally written back in the 20s, they always get into 
a discussion of what is deductible under the net proceeds 
law - what are direct mining costs - and that is one of 
the primary reasons the gross proceeds seems to be bene­
ficial to everyone as it establishes what the tax is going 
to be rather than a fluctuation. 

Representative Sands asked if he was saying that there is 
really no ratbnale for distinguishing between coal, metallic 
and gemstones and that we should go to a gross proceeds 
on all of them. 

Mr. Hoffman replied that he was not the one to set tax 
policy but from an administrative point of view,. gross 
proceeds tax is easier to administer. 

Representative Sands asked the same question of Mr. Lang­
ley, who responded that he would hope this bill was not 
precedent-setting and it should not be because nonmetallic 
producers prefer a net proceeds calculation tax. He ad­
vised that they had a bill in here that clarified produc­
tion on the net proceeds mine tax. 

Representative Sands said that he wanted to know the 
rationale between gemstones and nonmetallic mines - if 
it is appropriate for them, why not for the other. 

Mr. Langley responded that he was not saying it was ap­
propriate for gemstones and he contended that the basic 
problem is that his testimony is being misconstrued that 
he was a supporter of this bill and he wanted to make it 
clear - he is not a supporter of this bill - he does not 
like this bill - but the Montana Mining Association can­
not logically object to this bill. 

Representative Sands asked, if he were not objecting to 
this bill, why would he object to doing the same thing 
to other nonmetallic mines. 
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Mr. Langley replied that he may not - he would have to 
see the bill. 

Representative Williams said that he was out to the Castles 
Sapphire Mine and he bought a sack of gravel for $25.00 
and when they are selling gravel under those conditions, 
how do they establish the gross value of that gravel. 

Mr. Hoffman responded that there would not be any, be­
cause he was extracting the gravel and there is no way 
to police that. He noted from the purest point of view, 
he (Representative Williams) should be reporting that 
but there is no way for them to police that. 

Representative Williams said that his wife found a stone 
worth $1,000.00 and do they get the $40,000.00 exemp­
tion. 

Mr. Hoffmand replied that they would. 

There were no further questions. 

Senator Williams said that he was afraid that there is 
a misunderstanding as to who would be affected and he 
could not see what it is going to do with the tourist 
business in Montana as a mine has to mine $40,000.00 
worth of gross proceeds. He contended that for many 
years there has been no proceeds out of that sapphire 
mine and this is what they are trying to come up with 
is someway to end up with a little bit of value from 
this operation. He indicated that he appreciates what 
is going on at the mine there - it creates jobs and he 
thought there was one person there right now. He said 
a definition of gemstones was asked for and he would 
not know how to define gemstones any more than he would 
know how to define trees. He mentioned that Mr. Bullock 
said that the article in the Wall Street Journal was 
not accurate and he contended that he did not give the 
information to the Wall Street Journal - that came from 
Mr. Bullock's office. He noted that one of the proposals 
that was offered was that they pay so much a carat and 
the companies should be willing to pay a tax of $10.00 
on any stone over one carat, when it was sold. He con­
tinued that if you look further in some of the informa­
tion, you will find out that their inventory is there and 
they have six of those stones on hand and with the county's 
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share and the state's share, someday they should get 
$60.00. 

The hearing on this bill was closed; and the chairman 
called a recess at 10:04 a.m. 

The meeting reconvened at 10:14 a.m. 

CONSIDERATION OF SENATE BILL 400: Senator Yellowtail, 
Senate District 50, stated that the ethanol industry 
presents an exciting promise for Montana and this bill 
clarifies the existing statute and it enhances the 
marketability of ethanol. 

PROPONENTS: Steve Brown, representing PLM Financial 
Services, Inc., gave testimony in support of this bill. 
See Exhibit 9. 

Representative Rapp-Svrcek, District 51, offered some 
amendments to the bill. See Exhibit 10. He explained 
the amendments and said that the ethanol production in­
dustry uses renewable resources and has a great poten­
tial in this state. 

John Brunbeck, representing the existing producers of 
ethanol in the state, offered Exhibit 11 for the com­
mittee and gave some background information as to what 
has been done in the past. 

Gary Wicks, representing the Montana Highway Department, 
stated that they have been in opposition to all the other 
gasohol bills and the difference is that with this bill, 
they get some assurance of how much will come out of the 
earmarked funds. He indicated that they support the bill, 
but they do not support the amendments with the exception 
of the cap amendment. 

Don Allen, representing the Wood Products Association, 
said that they support this bill along with the amend­
ments provided by Representative Rapp-Svrcek. He ad­
vised that they think this is an excellent opportunity 
for development of a new market for a renewable resource 
industry. 
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Ron Johnson, a rancher and cattle feeder from Dillon, 
offered testimony in support of this bill. See Exhibit 
12. 

Lavina Lubinus, representing Women Involved in Farm 
Economics, gave a statement in support of this bill. 
See Exhibit 13. 

Representative Howe, District 99, said that she was 
appearing in favor of this bill and submitted a letter 
from Donald Stewart, Sr. of the Crow Tribal Council. 
See Exhibit 14. 

Woody Shore, representing the Hardin Chamber of Commerce, 
emphasized the benefits to the local area. See Exhibit 
14-A. 

Diana Scheidt, representing the Hardin Chamber of Com­
merce, advised the committee of the total barley produc­
tion. See Exhibit 15. 

Rodney Svee, representing the Hardin Public Schools, 
advised the committee of the benefits to the state of 
Montana. See Exhibit 16. 

Bill Hemminos, representing the City of Hardin, informed 
the committee of the muncipal services. See Exhibit 17. 

Larry Fox, Supervisor of the Big Horn Conservation Dis­
trict, presented Exhibit 18 to the committee. 

Marg Green, representing the Montana Farm Federation, 
stated that they were strongly in favor of this bill as 
it encourages the use of renewable resources and looks 
to the future. 

Representative Hanson rose as a proponent on this bill. 

Bruce Kania, President of A. E. Montana, Inc., Amsterdam, 
expressed their strong support for the amendments offered 
by Representative Rapp-Svrcek. 
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There were no further proponents. 

OPPONENTS: There were none. 

QUESTIONS ON SENATE BILL 400: Representative Raney asked 
about the subsidy. 

Senator Yellowtail replied that as he understood it, the 
subsidy would be paid quarterly, so based on the quarter­
ly production of each plant, they will receive a portion 
of that share. He indicated that he would have to resist 
any further compromise on a per-plant cap. 

Representative Raney asked what would happen if there 
were a lot more applications to divide up the $2.5 million 
than this would allow for and how would they decide who 
would get it. 

Norris Nichols, representing the Department of Revenue, 
replied that they would have to divide it by a rules pro­
cedure unless the legislature put something in this bill 
to divide it up. 

Representative Harp asked how long can they subsidize 
dollars until this industry can stand on its own two feet 
and his concern is that any industry can survive with 
these kinds of subsidies. 

Mr. Wicks replied that he is not an expert on the gasohol 
industry and his concern is on the highway earmarked 
account and in this they are looking at real clear caps 
and the subsidy program ends. 

Representative Asay asked if there was not a contract for 
electricity for Montana Power and Senator Yellowtail re­
plied that that is correct. 

Representative Asay asked if this outfit ln Hardin is 
comfort.able with the termination of this program. 

Senator Yellowtail said that is the understanding they 
are operating under - the program will terminate in 1989 
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and when PLM comes on the line, the subsidy will already 
have been reduced to 30 cents. 

Representative Williams asked what his reaction was to 
the proposed amendments. 

Senator Yellowtail replied that he had no problems with 
the amendments except the lowering of the cap and he 
thought that was unrealistic as they are talking about 
a substantial investment in Montana. 

Representative Ellison asked what is the maximum produc­
tion of that plant. 

Senator Yellowtail .answered that it would be 10 million 
gallons per year per plant. 

Representative Ellison asked if he would resist an amend­
ment to allocate the funds so that if claims were over 
$2.5 million, that they would be distributed evenly across 
the board. 

Senator Yellowtail responded not if they were tied to 
proportional production and that would be the same effect 
as had already been pointed out. 

Representative Williams asked Mr. Brown if he could give 
them the dollar-and-cents difference if they leave the 
law as it is right now and if they passed this bill with­
out the amendments. 

Mr. Brown explained that this bill only changes the law 
in allowing exported ethanol to be eligible for the tax 
break and if they had $3 million worth of production in 
Montana, there would be $1.5 million spent on the subsi­
dy, but it would have to be sold in Montana to be eligible 
for the subsidy under existing law, but there is a case 
in dispute right now where there are legitimate questions 
as to whether exported ethanol would be eligible for the 
subsidy. He said that they did not want to build a 
$60 million plant and not have that question answered. 



Taxation Committee 
March 22, 1985 
Page Sixteen 

Representative Patterson asked if this was not part of 
the "Build Montana" program. 

Senator Yellowtail responded that he thought they were 
applying for it. 

Mr. Brown said that they are applying for another program 
but they probably would not qualify and they can only 
loan up to $1 million and they have expressed no interest 
in it at all. 

There were no further questions. 

Senator Yellowtail said that they would like to have a 
much more ambitious subsidy, but they are trying to 
strike a realistic balance. He contended that the 
development of this industry is going to return far more 
to the state in terms of revenue and economic growth than 
what the tax is going to be. 

The hearing on this bill was closed. 

CONSIDERATION OF HOUSE BILL 937: Representative Fritz, 
testified that this bill would tax intangible property 
instead of tangible property and it would put a tax on 
stocks and bonds. He informed the commitee that this 
tax was taken off the tax rolls in 1973 and this bill 
wi11 put it back on the tax rolls. 

PROPONENTS: Don Judge, representing the Montana State 
AFL-CIO, indicated that taxation of tangible property 
is paid by the working people and if you have $10,000.00 
and invest it in a horne, you are taxed; but if you have 
$10,000.00 and invest it in stocks and bonds, you are 
not taxed. 

Senator Towe stated that this bill should be used to 
reduce property taxes on residential property as property 
taxes are going too high on homes. 

There were no further proponents. 



Taxation Committee 
March 22, 1985 
Page Seventeen 

OPPONENTS: George Bennett, representing the Montana 
Bankers' Association, gave testimony in opposition to 
this bill. See Exhibit 19. 

Beverly Soules, representing herself, offered Exhibit 
20 to the committee. 

Bruce MacKenzie, represening D. A. Davidson, gave a state­
ment in opposition to this bill. See Exhibit 21. 

Clark Pyfer, a C.P.A. and representing himself, said 
that this tax is discriminatory and he was around when 
they had this tax and only one person paid on it in 
Jefferson County. 

Mike DaSilvia, representing G. T. Murray Company, pointed 
out some things in the bill that would make it unworka­
ble and urged the committee to kill the bill. 

Janelle Fallon, representing the Montana Chamber of Com­
merce, wanted to be on record as opposing this bill. 

John Cadby, representing the Montana Bankers, said that 
the reason this bill will not work now and would not 
work then is that you can't move land and buildings, 
but you can move money allover and there is no mechanism 
for enforcement. 

Mike Zimmerman, representing the Montana Power Company, 
gave a statement in opposition to this bill. See Exhibit 
22. 

John Alke, representing the Montana-Dakota Utilities, 
stated that this tax would be utter nonsense and this 
would be the third tax on these intangibles and he con­
tended that you don't live in them and you don't farm 
them. 

There were no further opponents. 

QUESTIONS ON HOUSE BILL 937: Representative Raney noted 
that the biggest problem is that this will tax money 
that has already been taxed. 
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Representative Fritz replied that this happens all the 
time - it happens when you invest in a home. 

Representative Ellison noted that this would be deposited 
in the general fund and Mr. Judge alluded to property 
tax. 

Mr. Judge replied that he understands there are some 
amendments to distribute this back to the local areas. 

Representative Patterson gave an example of an older 
woman who sold her home, invested in stocks and bonds 
to take care of her in a rest home and in this bill, 
it says that if she fails to report that, they are 
going to come back and take her real estate, but she 
has already sold that so how is this woman going to pay 
for that. 

Representative Fritz responded that the bill does exempt 
official retirement plans and he thought the committee 
should consider exempting small amounts of stocks and 
bonds amounting to about $10 to $15,000.00. 

There were no further questions. 

Representative Fritz distributed to the committee some 
proposed amendments. See Exhibit 23. 

The hearing on this bill was closed. 

ADJOURNMENT: There being no further business, the meeting 
adjourned at 12:08 p.m. 

man 

Alice Omang, Sec:r:..etary 
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IMPORTANCE Qf. Sf-tALL BUSINESS TO liJONTANA 

The majority of new jobs come from the birth and 
expansion of independent corporations. 

Small firms contribute crucially to new job 
creation. 

Seventy-five per cent of private employment in 
Montana is in firms with fewer than 50 workers • 

More than 60 per cent of private employment growth 
from 1970-1976 in Montana came in small firms. 

The ability of small firms to add new jobs has 
increased, relative to large business. 

Nearly all industries were at one time the result of 
one individual's efforts. 

Ninety-two per cent of the businesses in Montana 
have fewer than 20 employees. 

Montana has the second highest number of small 
businesses per capita (Wyoming is higher).of any 
state in the nation. 
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Will Cuts in State Taxes Stimulate Montana's Economy? 

By Bruce L. Benson 

(Bens'on is an Associate Professor of Economics 
University and an associate with the Political 
Center.) 

at Montana State I 
Economy Research' 

With every legislative session, the debate over the 
impact of state taxes on economic activity resurfaces. 
Do taxes influence decisions to expand or contract 
business operations? Business people answer with a 
resounding "YES," offering as evidence the fact that 
high tax burden states such as New York and 
Massachusetts have lost large numbers of businesses and 
hundreds of thousands of jobs to low tax burden states 
like Texas. 

On the other hand, many studies by "experts" (mostly 
economists) disagree. These studies conclude that 
after all other factors which influence business 
location and expansion decisions are considered 
(differences in wages, unionization, and energy costs), 
interstate shifts in economic activity cannot be 
attributed to tax differentials. On this basis, 
"experts" advise state legislators not to be concerned 
about taxes when devising their development strategies. 
For example, a report from the Council of State 
Planning Agencies recommends the following: ".States 
should resist the temptation to cut business taxes in 
order to stimulate development. Reduced business taxes 
have little effect on location or investment 
decisions." 

Such studies, however, have one major flaw: they 
consider the impact of state taxes on economic activity 
in a given year. However, it obviously takes business 
people time to react to changes in relative tax 
levels. Rarely does a business simply close in one 
state and open i~ another following a tax change. 
Firms gradually phase out a relatively costly operation 
while simultaneously initiating or expanding production 
at a lower-cost site. 

To correctly assess the impact of state tax~s on a 
state's economy a colleague and I considered one year's 
economic activity in light of taxes in previous years. 
We accounted for interstate tax competition by 
considering each state's tax collections as a fraction 
of state personal income relative to competing states. 
Recognizing that a high tax state can experience 
similar or even greater levels of economic development 
if other location advantages exist, we controlled for 
many other interstate differences. 

I 
I 
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.. ' Our estimation procedure was designed to account for 
the lagged impact of taxes on economic development 
measured in terms of capital investment. As with 
previous studies, we found that the immediate impact of 
a change in a state's taxes relative to its 
competitors is slight. However, the lagged impact of 
previous years' relative taxes is highly significant 
with approximately half of a change in the relative tax 
position of a state felt more than two years later. 
For everyone per cent increase (decrease) in a typical 
state's tax relative to othe~ states, capital 
expenditures in that state fall (rise) by 1.02 per cent 
o~er the next six years. 

These results suggest two points legislators should 
consider. First, a brief tax incentive or a temporary 
rebate may send a very different signal to business 
than a permanent tax cut. 

Second, an alternative approach for building Montana is 
to cut or eliminate more taxes. Governor Schwinden's 
programs generally involve considerable spending by the 
state government paid with tax revenues, but these 
taxes are counter productive to the very goals that the 
"Build Montana" programs are intended to achieve. 
Reducing tax rates can increase economic activity over 
the next half dozen years and raise the tax base 
considerably. 

The bottom line is that taxes do make a difference. 
New York tried to support high levels of public 
services and found that high state taxes were driving 
away their tax base. They are now considering 
substantial tax reductions and very painful service 
cuts to try to prevent further losses. Any state whose 
taxes get too far out of line with those of its 
competitors can expect to face a similar dilemma. 
Montana may be in that situation. 

(This piece was taken, by the author, from a 40-page paper on the 
same subject. Minor editing has been done on th~s piece by the 

'Montana Chamber.) 
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SENATOR BOB WILLIAMS 

SENATE DISTRICT 15 

BOX 338 
HOBSON, MONTANA 59452 
PHON E: (406) 423·5418 

COMMITTEES: 

E'IJdJ.rr ..3 
~.B ':<;-0 

.342/F-S-
Sen. 8. W',II'41t..j 

AGRICULTURE, LIVESTOCK & IRRIGATION 
BUSINESS & INDUSTRY 
HIGHWAYS & TRANSPORTATION 

This bill came to be a~ the request of the Judith Basin County 

Cocrmissioners. One commissioner is n~v, one a veteran of ~vo terms, and 

the third has been in the office for over 20 years. The signifigance of 

this is that none of the Commissioners -- or any of the people in the Court 

House can remember of the county ever receiving a penny on the gemstones 

taken fron the Yogo Sapphire mine. The promises have always been, they 

would pay a real generous tax on the profit when and if that day should 

ever corne. It haver has and it never 'Ifill come to be under the present 

operation. That is why 'ire are asking for a nine/mouth tax per carat on the 

precious gems before they leave, :ontana. 

A f~'T facts------If my information can be counted on. They are 

the Great :?alls ~ribune, Hall Street Journal, a gem stone trade magazine 

and Intergem, Inc's own reports. 

Of the several sources I've studied I seem to have a problen 

understanding and following the reports given by Intergem, that are 

usually signed by a "Harry Bullock". 

I have reason to believe tl;,at SB 280 somehow caught his attention. 

Ee has been here at the Co. i tol at least -b;,-ice in the last lnonth. (1:e 

lives in Colorado) Some of my problems in understanding Ingergem's 

problems are: on Bulloclc' s testinony at a hearing before the 'faxation 

Committee on February 12th, he stated that this approx~~ately 50 cent 

per carat tax 1'{ould increase the cost of producing from %53.27 per carat 

to 875.90. I kinda had the idea he felt we 'weren't too swift at arithmatic 
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HOBSON, MONTANA 59452 
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AGRICULTURE, LIVESTOCK & IRRIGATION 
BUSINESS & INDUSTRY 
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and almost put it in the back of my mind until Iirr. Bullock came back to 

visit a couple of weeks ago and his guess-ti-mate this time (which "Tas on 

a handout he gave to Taxation Committee) was an increase of from ~~53.27 

up to "around ~~90,00 per carat. Uow, I don't believe tha-c even the most 

liberal, far out bureaucrat in the federal government would try to slip 

a 50 cent increase past us ;'Ti th an inflated price of ~)36. 23. Now this 

little differential caused me to really start digging and I came up with 

several pages of interesting information. I'm sure you would like to 

have me read it to you, word for word, but because of the lack of time 

I'll just hit a few high spots. 

#1 Hr. Bullock first appeared on the scene at the Yoga sapphire 

mine in 1969 and is still involved today and signs the reports as Chairman 

of Intergem, Inc. 

=1/:2 :'Iow, Intergem, Inc. was fanned on i.larch 25th, 1983, the 

resul t of a merger bev..veen ~Tawport Oil & Gas, Inc. J a 2Ievada copporation 

that organized way back in Jammry, 1981, and Intergem, ~, a Colorado 

partnership. 

4fo3 ['fow here I'm a bit confused and wish sbmahow I could contact 

a gemstone company geneologist, if there is such a person because I can't 

figure out where the LTD part joined the In~ergem part, but maybe that "lyas 

one of the 5 times in the past few years the name of -che company has 

chan~ed. lTow for you folks with a computer type mind and like to keep 
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3. 

things legal I just have to take a yainute to read a section from Intergem 

Inc., !Totes to Financial Statements 

READ "='ROIl PAPER 

~l:4 Intergem claims to be a development-stage minillg company 

for both financial statement and tax purposes, vihatever that means. 

Sapphires were l:uned and sold from this mine before the turn of the 

century. Only the good Lord could give a good estimate as to hovr many 

million carats of sapphires have come from this mine. ~i:ir. Bullock has 

been involved in one ""-fay or another for 15 years and Intergem (something 

or the other) has been sending in reports to the state of I,Iontana since 

1980 (and :.rr. Bullock involved that I know of, since 1969) so this could 

hardly be considered a new comer that can make it if ..... ie only give them 

a tax break. Intergen claimed in 1983 to have over 450 jewelers in 45 

states carrying their product, from S8...i<s Fifth Avenue to the Hay Conpanies 

50 of these dealers (chain stores) control over 3,000 stores. 

#5 Intergem estimated the Yogo mine had reserves of over a 

billion dollars value and that I can believe. ';rall street ll'ournal 

reported on August 29, 1984 that Inter6em planned to mine 3009000 

carats in 1984 and hoped to step up production to a million carat a year 

in the near future. 



SENATOR BOB WILLIAMS 

SENATE DISTRICT 15 

BOX 338 
HOBSON, MONTANA 59452 
PHONE: (406) 423·5418 

COMMITTEES: 

AGRICULTURE. LIVESTOCK & IRRIGATIOr 
BUSINESS & INDUSTRY 
HIGHWAYS & TRANSPORTATION 

=lr-Ifj We in Judith Basin C01l."lty have lcnovm for many years that 

the Yogo Sapphire VIas the only one like it in the world and it should have 

some value to it that vmuld produce a few dollars for the county and 

also for our state-'.'fide education program. VTe, nor the Department of 

Revenue have not had much luck at getting anY"There with any of the various 

companies. Seems that they always change their name before they even 

get close to a profit. ';[e feel the only ':ray possible for us to get 

anything is to tn..1{e this small tax on the precious gem right at the mine 

before the gen ever leaves the state. 

If you look on your fiscal note, you will see Intergem reported 

they mined 123,014 carat in 1983. Several knovTledgable people I've talked 

to would agree that that number was very likely the least they could 

report for the year. Using that figure at the rumnended rate of 45% and 

at today's mill levy in that district the total amount of taxes paid by 

Intergem allowable by this bill ',,,ould be $58,309 0 74. Or broken dmm it 

fiGures 47.4 centa per carat. This is not alot of' bucks but just the 

idea of' Getting something that has been long overdue might help ease the 

pain ·when the local people go in to pay their ever increasing taxes. 

*** 
~:Iention ;.Iontana Ianing Association's part in a;f~tni 

annnending dovm from 50 to 45;; and exempting first 40,000 dollars of 

production to exempt small gemstone mines. 
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March 20, 1985 

Mr. Jerry Devlin 
Chairman of the House Tax Committee 
House of Representatives 
Helena, Montana 

Mr. Chairman: 

My name is Harry Bullock, Chairman of Intergem, Inc., the 
company that owns and operates the Yogo sapphire mine near Utica, 
in Judith Basin County, and also the company to which Senate Bill 
280 is solely directed. 

We oppose Senate Bill 280 not because 
because it is an unjust, unfair and totally 
aimed directly at our company, despite Sen. 
statements to the contrary. This position is 
by Item 6 on the Fiscal Note. 

it is a tax but 
discriminatory tax 
Williams' previous 

certainly supported 

Senate Bill 280 implies, and Sen. Williams has attempted to 
convey to the cornrni ttee , that Intergem has paid no or li t tie 
taxes to either the county or the state of Montana. 

Such is not the case. In the packet of material in your 
possession, you will see the tabulation of the 1983 taxes paid by 
the company to the various agencies involved. 1984 will be 
similar. 

You will note that Intergem has filed or paid in every 
category of state or local tax applicable to our operation. 

Senate Bill 280 proposes to amend the "Assessment 0 f Net 
Proceeds Tax" by eliminating the mining, production, processing 
and marketing costs as a deduction to the gross proceeds before 
any tax in this category is applied. 

The Net Proceeds Tax, as currently in place, permits a 
developing company the opportunity to get into a profitable 
condition before any revenue in this area is subject to taxation. 
The present bill encourages companies like us to develop a busi­
ness and contribute to building the economy in somewhat under­
developed areas such as Judith Basin County. 
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The Amended Bill - Senate Bill 280 - does away with all of 
the production and marketing cost deductions and taxes the mine 
production on total carats of sapphire material produced with 
complete disregard to the fact that only about 9% of the total 
production is usable in any form. The balance of the material is 
sacked and stored or disappears as dust during cutting. Because 
we are trying to enhance the image of the Montana Sapphire, we 
deliberately keep the worthless material out of the public view. 
It has virtually no value and we would not be interested in 
selling it anyway, if there was a market, because it would 
detract from the quality of the product we sell. 

This material is not classified as sapphires, but as corun­
dum, the same as worthless rubies. 

Senate Bill 280 proposes to tax us on everything produced. 
The amended "Net Proceeds Tax" now becomes a "Gross Proceeds Tax" 
on 100% of the material when 91% is of no commercial value. 

To help acquaint you with our operation, I have prepared 
a table showing 1983 actual mine yield and how it equates to 
actual finished product, uti liz ing our most recent sorting and 
cutting retention statistics. All of the statistical data shown 
is audited by our certified auditors, Arthur Andersen & Co. 

(1) 1983 Rough Carats Mined (as reported 
to the State on 1983 Assessment of 
Net Proceeds of Mines Return) 

(2) 1983 Waste Corundum (based on actual 
sorting loss factor of 57.6%, this 
material is not gem quality and has 
no commercial value) 

(3) 1983 Gem Quality Sapphire 

(4) 1983 Cutting Loss (based on actual 
cutting loss factor of 78.5%) 

(5) 1983 Net Yield 

(6) 1983 Flat/Flawed Classifications 
(lowest classifications of cut 
gemstones, which have extremely 
limited commercial value) 

(7) 1983 Royal American and Fine 
Sapphire Classifications (sale­
able material) 

Carats 

123,014 

- 70,856 

52,158 

- 40,944 

11,214 

3,364 

7,850 



Mr. Jerry Devlin 
Chairman of the Housp. Tax Committee 
March 20, 1985 
Page 3 

However, actual sapphire sales for 
2,200 carats which came out of item (7) 
sales for fiscal year ending March 31, 
mately 3,200 carats. 

1983 amounted to only 
above. We expect that 

1985, will be approxi-

As was stated during our testimony at the hearing on 
February 12th, the Company's profit on the sapphire is less than 
4% of the total profit and, without the jewelry sales, there 
would be no market for the sapphires mined at Yogo Gulch because 
of the high mining and recovery costs. 

Our entire company's economy is based on the sale of Item 
(7) above. Someday, we hope to create a mass market for Item 
(6) • 

Senate Bill 280 is structured to tax us primarily on materi­
al of no value, either now or in the future. We could not pay 
the tax currently proposed without further increasing the cost of 
our jewelry, which is now already higher than our competition due 
to U.S. mining costs. What the reasoning is behind this type of 
a tax escapes us. Who else and what else is taxed on anything of 
no value? 

It is essential to recognize that Intergem is primarily a 
Jewelry Marketing Company. The bulk of our business and gross 
revenues corne from the sale of gold, diamonds, and jewelry design 
and manufacturing. 

As an example, I would like to offer two rings that are 
typical examples of our jewelry line. One features a .07 carat 
sapphire, the other features three (approximately .12 carat) 
sapphires. Please note that approximately 90% of our entire cut 
inventory falls in this size range. Only half of our inventory 
is our top quality, represented here. The rest are of less 
value. 

The smaller ring, item number SSF5835 has a 

total selling price of 

the .07 ct. sapphire sells for 
the cost of the sapphire 
the sapphire profit 

$ 99.00 

7.70 
3.85 

$ 3.85 

Of a total gross sale of $99, the profit on the sapphire 
represents less than 4%. 
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The larger ring, item number HRF508AS has a 

total selling price of 

the .37 ct. sapphire sells for 
the cost of the sapphire 
the sapphire profit 

$469.00 

40.70 
20.35 

$ 20.35 

Again, the profit on the sapphire represents less than 4% of 
the gross sale. 

In considering Intergem's gross sales, which in 1983 
amounted to $1.6 million, $1.4 million of which came from jewelry 
sales, only a tiny fraction was derived from actual sapphire 
sales. The bulk of the gross sales came from the sale of gold 
and diamonds, and, of course, Intergem also manufactures ruby, 
emerald, pearl and all-diamond jewelry that are part of our gross 
sales figures and have nothing to do with sapphires. 

- Royal American Sapphire jewelry, an important Montana 
product. 

Seventy-four retail jewelers, who employ hundreds of Montana 
citizens, depend on Royal American Sapphire jewelry for up to 27% 
of their business. Approximately $3,000,000 in retail sales were 
developed from the sale of our jewelry, $2,000,000 of which funds 
retailers' overhead employees, taxes and profits. The remaining 
million being cost-of-product paid to Intergem, which in turn is 
used to pay mostly for gold and diamonds, and includes our over­
head, mine employees in Montana and assorted other costs. 

We can't stand this tax at this time. Sen. Williams insists 
on oversimplifying a very complex problem. 

If t.his bill is passed as is and the Net Proceeds Tax is 
changed to the Gross Proceeds Tax, we will have to modify our 
recovery operations radically so that this worthless corundum is 
not recovered. As a result, the carats recovered will be drama­
tically reduced and we certainly shouldn't be taxed on cutting 
dust, and that won't leave very much. 

Sen. Williams has repeatedly said that this tax amounts to 
only 50¢/carat. If you want to put a tax of 50¢/carat on 
sapphire gemstones, that's fine with us. However, we have to 
distinguish what is a merchantable sapphire, as this bill refers 
to on numerous occasions, and what is just blue corundum. Any 
jeweler can tell you the difference. 
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In the packet each of you have is our comments on Senate 
Bill 280 on a line-item basis as to why we believe the bill is 
totally unworkable, even if it is passed. No one took the time 
or trouble to meet with us on this bill and we found out about it 
purely by accident. 

A wise man told me many years ago that there are no solu­
tions to problems, only intelligent choices. 

with that thought in mind, we would like to suggest what, 
hopefully, could be considered an intelligent choice. If this is 
not acceptable, maybe some modification of it would be. It is 
not original with us. It came from one of your own legislators, 
but we thought it had merit. 

Rather than being based on such an elusive number of 
"sapphires mined" and since we are a public company, registered 
under the 1934 Securities Act, and since we have a big eight 
auditing firm, Arthur Anderson & Co., it appears that an imputed 
tax of 2 %, based on total "sapphire revenues", would be very 
workable. 

We have computer programs that keep tack of every piece of 
jewelry sold and to whom and the amount of sapphire, gold, 
diamonds, etc. in each piece. We have gone over our total 
jewelry revenues with respect to the sapphire segment of these 
revenues and determined that for FY84 the percentage of sapphire 
revenue averaged 15.22%. 

However, the following scenario seems practical and would 
workd alonge the following lines: 

Example #1 

(1) Total estimated fiscal 1984 
revenues 

(2) Less estimated non-jewelry 
and other related gemstone 
sales (7.16%) 

(3) Total estimated sapphire­
related revenue including 
gold, diamonds, labor, etc. 

(4) Less % of value not related 
to sapphires (84.78%) 

(5) Total sapphire revenue 

% of gross = 14.13% 
Imputed tax of 2% of line (5) 

$2,800,000 

(200,480) 

$2,599,520 

(2,203,873) 

$ 395,647 
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Based on estimated 1984 revenues, the tax 
would have amounted to $7,913. 

In looking down the road at our projections for a new offer­
ing memorandum now in progress, we see the following possibili­
ties arising. 

(March 31st) 
FY86 FY87 FY88 FY89 

Total Revenues $5,500,000 $8,000,000 $12,000,000 $16,000,000 
- Non-Related 

Jewelry (Rubies, 
Emeralds, etc. ) 393,800 572,800 859,200 1,145,600 

- Value of Gold, 
Diamonds, etc. 4,329,036 6,296,780 9,445,170 12,593,560 

Total Sapphire 
Value $ 777,164 $1,130,420 $ 1,695,630 $ 2,260,840 

2% Montana Tax Defferred $ 22,608 $ 33,913 $ 45,217 

Projecting farther down the road with total revenues of $40 
million and $50 million, which is our target for the 1990's, and 
assuming the sapphire value remains at the same percentage of the 
of the total adjusted revenues, then the recovered tax to Montana 
would range between $140,000 to $200,000 annually. 

We understand the problems the municipalities and counties have 
wi th respect to revenue outside of property taxes. We want to 
cooperate and help, but not to the extent that it includes 
suicide. 

We also understand that the other producers in the state 
have problems different than ours and maybe the exemption solves 
their problem. Based on merchantable sapphires, the exemption 
solves ours also. 

Whether or not you would feel that some distribution take 
place between the state and the county, and at what point, would 
be a matter for you to decide. 

If the state feels that this method is also fair and equit­
able, then a bill to make this a reality could be forthcoming. 
We would be happy to provide any assistance that was requested in 
structuring the bill so that the appropriate time frames could be 
achieved. 
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Arthur Anderson & Co. would, of course, certify all numbers 
as to accuracy. We would appreciate the tax being deferred one 
fiscal year to take effect in FY87 to us. (This year actually 
ends March 31, 1987, not December). 

In addition, we feel all sapphire or other gemstone opera­
tions in the state should share a similar burden and any exemp­
tions should apply equally to all. 

Thank you for your time and consideration and we would 
appreciate being kept apprised of any new developments. 

HCB:mag 

Very truly yours, 

INTERGEM, INC. 

~t.~u~ 
Harry C. Bullock 
Chairman 



Taxes: 

Metal Mines License Tax 
Resource Indemnity Trust Tax 
Montana Property Taxes 
Mobile Homes Tax 
1984 Personal Property Taxes 
Annual Fee for Operating Permits 
Filing Fees (Misc.) 
Assessment of Net Proceeds of Mines 

Payroll: 

8 Employees 
Gross Payroll 
Fica (Employer Portion) 
State Withholding 
WClrkers' Compensation 
Un.employment 

Vendors: 

Montgomery Construction 
ABBCO 
Woods Oil 
Centana Communications 
Central Electric 
Montana Power 
Yogo :rnn 
Reese Tire & Fuel 
Miscellaneous 

Total: 

$ 3,361.14 
2,460.28 
4,860.08 -

72.10 
3,290.49 

50.00 
326.00 

-0-

$ 14,420.09 

$ 73,380.40 
5,136.63 
2,283.66 
6,329.72 
1,929.83 

$ 89,060.24 

$223,076.48 
16,705.09 

7,553.63 
1,145.57 
1,707.59 
2,565.26 
1,579.21 

870.84 
4,499.87 

$259,703.54 

$363,183.87 

In addition, we have a $60,000 reclamation bond with the 
State. We have already cleaned up a lot of disturbance by 
others, and, about May 1st, will start some additional reclama­
tion. No one before us ever did anything. 

- 2 -
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RI:AD INSTRUCTIONS 
ON BACK OF THIS 
SIIEET BEFORE 
PREPARING REPORT. 

Ii ST:ATE OF MONTANA' 
ASSESSMENT OF NET PROCEEDS OF MINES 

(Chapter 15 M.C.A.' 

I .... 
ruool wlU. U.e 0. ...... 
... t. of "'-VI •••• N.L1lI'u 
RMolllce &ltel Corpor.· 
\10D Tlz DI.,.hl08, 
H,le.I, MOD~', OD 01' 

bot ... Muda31. 

RETURN AND STATEMENT OF NET FROCEEDS 
For Yoar EAdla, D ... 31. U.S) ..... 

SOI.,e of 0 ....... o. Opo.eLo.. .., .In.tergero •. .In.c. " ........ , ........................................ Tolopbo.e,.t30.3l b.g 5" 8 7 

Meine.. .3025. South .. Parker .. Road •.. Su\te .. 209 .......... City .. Auror.a .... s ..... Color.ado Zip Cod •... 800.14. 

N .... of Min •.. .'~Y.ogo!' .. Sapphire. Mine ...................... LoulloD:.U.tica. Sec:llo •. 20;-.24. 'rwt> .. 13N .. R, •.. 11E .. 

CoUDt,. ... . ... . Judith. Basic ...................... School DIe .. No ............................................ .. 

Nama, Titl, aDd Addl ... of PlrtOD h.vlaC Act.ivi Chup of Mla..i.r.a: OperatioD. aad Bu.lD,"lD Montana •... F.::ed. Woods,. P'lant .. 

.. , .Sup.er"isor. .................................................................................................... . 

N ..... 'NUo Addr ... of Poroo. Hevin, Aell.eCho'I" ofTu Metw. \<I Mo ... ., •... Ly.cn. Seel.ey .•. SOZ .. StrAin Buil.ding •. 
Great Falls. MT 

TolAl number of Lens of or. mined or ut.ract.ed durina: yur IDded December 31,19 •.....••. 

Yield In con.t.ituloL. of coaunercial valu.: 

.....• • 01 • '" ............. per oz.. • .••••••••••••••••••• 

...... . Ib. . ............... per lb. J ................... . 

....•......• ~toQI ................ per too I ................... . 

'" .123.. 014 .. .dth., '" .$4 •. QO ...... per carat J .4.9.Z •. QS6 ......... . 

Tot&! 0.0 .. Value J. 49.?.QS6 ......... . 

T}'l>< of Product. 

DEDUCTIONS 
GROSS PROCEEDS 

ToL&! Gro .. Value Us dolla.re ud caau 
NOTE: The .. deduct.!onl ~Ult. be It.llmhed LD .econ1a.nee wit.h t.be tehedul 
OB t.b. ~c.k. of t.h1a report. 

Of .bo •• Produ." ...................... J .... 49.Z •. QS.Q ..... . I. eolt. of uuacUnr or m..ln1D, ore or depollt. •..•. 1 572 917 
2. Colt. of u&.nIpOrtlnr trUde or. or depoelt. 

from .tniM or d,pollt to r.ducUoB woru .•..... 1 -0-
S. Colt. of .. 1. of crud. ore or d'polit. ............ 1 -0-To'al DedueUo .......................... J.. .. 7 s.g •. ~ l.Q .... .. 
4. Coat. of r.dUCUoB of Cl"\lde ore or depo.it. .......• 0-
~. Coot .f markatlD, ."t&!.t and mloorala 

and ccavll.loo into mall',. ..................• 167.992 
e. Co.t. of CoIl.truCtJOD" rtpalr. aad bat.t.ermant.l 

of aUDI. durin, rur ....................... 1 -0-

N" P--.I ............................ J .. .<.U:>.7 •. 85.41 .... . 

1. Co.t. of rtpair. aDd rtpLaClOUClt.l of rtdUCUoCl 
works. mLlla. &Dd .aule.n durlD, 'fur . .......• 16.599 

8. O.praclatJoCi of redUCtiOD work •• mlJ.J. ~d 
.m.lt.ar •...........•.....................• 2,402 

Til E STA TEMf:NT MUST BE COMPLETED IN ITS ENTIRETY 

TOTAL DEDUCTIONS ........• __ 7 ... 5 ... 9 ..... 9 .. 1..,0"-_ 

D.Led at.. · ....•................. ·.·0 t.h •....•....... day of •.••.....•........•...•............•......• 19. 

STATE OF ... 
County of 

........... balD, fint. dul), .worCiaccordin, to law, OD oath. d.po ••• IDd I~ 

" ......................• t.hat. h. hal r.ad the forelolel return Ind know. the ContA: 

'h, .. of .• nd ,ho, 'he ".14men". end eU ,he.eof. eon .. \<Ied th ... ln ore tn ..... ~ tf...~ .. 

Sub.c.ribed and ..... orn to before m. thl •......... day of . ..........••.•••.••••••••.••••.•••.....•••••••.•• ..19. 

Not..ary PubUc ror SLate of . .•.... ..rllie 

.t ............. . 

ComnaJ .. loo '1pln •..... . .• 19. 



, 
AcT,NG 011£ 011 D£POSI'T':-- • 

. . ............. I .. lp.~,.o.n .. . 
• ,pU ... M ...... t.. Toot.. ••. • .••. . • • •••• • •• • •....• , .D.l Il ...• 

'11C1U.o.". .,. .•. .••••. • . . .••••••••••••••• • .•.•••• 7.Q7 •••• 
'uol Po ..... U.b.. .. . . . .. . . .. .. . . . .... .... • ... l.Q •. 'll7 ... . 
Roy.lti, •.. , ..... ,. .. . . . . ...... . . . .. ••••. $ ••.•••• :-.O~ ... . 

•.............. . 
I .............. . 

',hor £.pon ... .<.Mining. Subcontrac.!oI'SIIl .. 39.6 • .0.21 ... . 
I ....... ; ...... . 

............... . 
roul COlt. , .. 5.72, ,9.17 .... 

. or SALE or CRUOE ORE OR DEPOSIT. (3) ...... ....... 
......... .... 

-•. --.-.. _-: . .oc-~-.. -

or ~IARKETISG ASD CONVERSION INTO MONEY: 

'ieght and Elpr,,, ......... , ........ -.0:"' ... . 
-!ling Ch~rgu or ComnUuion. I .... 81,.63 O ... , 
):r.el" Pl"oduc.t . Relaled. Marketing I ... 86 • .362 ... 
otol COil. .. ................... 1.67 •. 992 ... 

or REPAIRS AND REPLACEMENTS TO REDUCTION 
:5: 

pair. to Buildior ..................... , .• ......... -. .0" .. .. 
"..ir. t.o MaclUnery and Equipment .....••.. , .... 16 •. 599 .. .. 
w DuUding. lor Repl.lcemlnU ............ . I ........ ,.o~ .. .. 
'AI M.chinery tor R.epl.lcemeat Purpo ....... . I ........ ,.o~ ... . 

1 .... 16 •. 599 .. 

!~ction wOI'ks located near ore body. 
Ji"ge costs reported in item 1(£), Other 
)cnses. 

!~ction costs are not segregated in Com­
y records. and are included in items 
.b and d). 

"ough s"pphire sold in 1983. 

-""'!~~~m,~o~~~. , 
II' HluliD, ....••.•.•.•....••.••••••••••• : ....•. :.:.:::.::: .... : . 

.Ib' F.Il&b, Cbu"l. . . . . . . . .. • . . . . .. . • • . . . . . .. I .............. . 
Ie' ....................................................... . 

Tol&I C<>., ....................... .. .. . .. • ........ , .0" •... 

•• COST OF REDUCTION OR MILLING: ( 2) I.' Lobo ............ " ............... '" . . .. I .............. . 

Ib, SuppU ... M .... lolo. Toolo ...... .. . . ..... ... • .............. . 

Ie' Full Pow.,. LI,bI ........................ I .............. . 

Id' ....................................................... . 
(e) Other Ezpe",... . . . . . . . . . . . . . . . . . . . . . . . . .. I. 

I . 

S . 

Totol C<>., ............................... . .... -. .o~ 

6. COST OF CONSTRUCTION. REPAIRS AND BETTERMENTS TO 
MINE: I., ........................................ I. 

Ib' I ............. .. 

lei ...................................... .. ............... . 
Id' s .............. .. I.' ........................................ _1_. _-'-......,...:....:..:. 

Totol C<>.. . . .. .. .. .. .. .. .. .. .. .. . . .. .. .. I ....... :: .0" .... 

•• DEPRECIATION OF REDUCTION WORKS: 
,.) Total Dumber 01 toD' 01 or. mlllad or tr .. ted 

from miD, rOt which th1t ntuna Lt mad •••..••• 
(bl TotAl Dumb4r 01 toD' 01 or. mJlled or tn.ated 

Irom oth.r miD .. worked or operated by the 
penoD workll1r or operatll1r the miDe lor 
wblcb thb ntUl"D 11 mad •.................. 

fc) Toul Dumber 01 ton. 01 cu.tom are milled or 
tr ... ted ..•..•.•.......•.•....•..•....... 

fd) TotAl number 01 Lon. or on mi.I.led or tt ... t.ed 
• t mill. .melter or rtductioa worb ......... , . 

f.) PerceatA,.. 01 d.pncl.atJoD to b4 eotered 1.0 
Schedul. II. btill, ,ho, par' 01 'h, 101&1 
depreciation wblch on milled from min. (or 
which thi. "turD it made bean Lo the total or. 

B k. milled (I d1vded by d, ................... .. 
OOm-"""'~"14 valu.tion or m.i.U, .melter or reducUoD 

work., Cal.ndar 1ur U ...... , ............ . 
(r) TotAl depr.d.tlon duriDC yilt et 6~, ....... . 
Ih' D.p.ecIoUoo 10 bt IO...,ed In Sechedulo II I, 

multipUed by.) ......................... . 

.. ... 2.0, . .0.00 ... 

. ..... ~.o~ .. .. 
..... ,.o~ .. . 

.... 20 •. 0.00 . 

. .... 1.00 po. ceot 

s.. .. 4.0, . .041 
I ..... 2 • .4.02 .. 

s ..... 2 • .402 

GENERAL INSTRUCTIONS 
!ry person engaged in mining, extracting. or producing from any quartz vein, or lode. placer 
m. dump or tailing. or other place or source whatever precious stones or gems, vermiculite. 
tonite. or other valuable mineral, except coal and metals, must on or before March 31 each 
r. make and file a return and statement on this form. 

,e return and statement must be made and filed with the Department of Revenue, Natural 
Jurce and Corporation Tax Division, at Helena. Montana. not later than March 31 in each 

:nonies expended for improvements, repairs, and betterments necessary in and about the 
:ing of the mine shall be allowed as a deduction at the rate of 10% per annum for a period of 10 
ccutive yenrs beginning with the year of expenditure. 

,r sholl include all monies expended for actual costs of necessary labor in the extracting of the 
rnl deposit. 

ics of engineers. geologists. and other technical personnel are a deductible item only to the 
,t that such personnel are employed exclusively in the mine operation. 

~intendents shall be meant to include only persons or officers actually engaged directly in the 
,ng of the mine or superintending the management thereof (at the mine .lte or In the vicinity 
00. This deduction is not meant to include any personnel In a corporate or headquarters of· 
Iho have no part in the actual operations of the mine. 

Iyments for taxes on production, license taxes, corporation, income, sales, real estate, per· 
property. and excise taxes may be used as B deduction. 

• 

• 



CUTTING RETENTION 

CUMULATIVE TOTAL - 1 NOVEMBER. 1984 

Rough Finished Percent 
Carats Carats Retention 

Choice 1.250.0 358.2 28.7 

Select Regular 12.182.5 3,272.2 26.9 

Select Irregular 6,462.4 1,485.3 23.0 

Flat Regular 21,884.1 4,747.2 21. 7 

Fla t Irregular 16,613.7 3,143.5 18.9 

Extra Flat 16,559.3 2,852.7 17.2 

74,952.0 15,859. 1 21. 2 
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COMMENTS TO SENATE I3ILL 280 

1. Line 4. Page 2 - The annual gross procees of gemstone mines. 

a. Does not address the issue of value upon which any tax should 
be based. 

2. Lines 12 & 13. Page 2 - Property described in subsection led) is taxed 
at 50% of its annual gross proceeds. 

a. See lea) - above. 

3. Lines 20 - 23. Page 2 - (3) "Gross proceeds II or "gross yield" means 
the revenues realized from the extraction of gemstones. determined by 
multiplying the quantity produced by merchantable value. 

a. The term revenue implies dollars or profits received by the sale of 
any goods or merchandise sold through a distribution or sales net­
work to the ultimate consumer. Revenue. as we interpret it in 
this instance. is moneys received for the goods through an "arms 
length transaction II • 

b. The word "quantity" in this section obviously applies to goods of 
merchan table value. 

c. Merchantable value obviously means goods that are marketable in 
a competitive market. The value of these type of goods (gemstones) 
varies significantly due to size range and color quality. An across 
the board value in dollars per carat would not only be arbitrary 
but would place the tax on real value in an untenable position from 
the standpoint of continued operations or would so limit the pro­
duction of gemstones to the point that the tax would be of no 
significance to the state. 

4. Line I - 3. Page 3 - (5) "Merchantable value" means the average mar­
ket value of all gemstones produced or extracted in a county over a 
12-mon th period. 

a. What does "average market value of all gemstones" mean? Is this 
the value at the mine in a rough state; after cutting in loose form; 
value when set in jewelry at a cost level; value in jewelry at a 
wholesale level; value at a retail level; value used in off-pricing 
promotions; value used for banking or borrowing purposes; or 
value used by accountants, on a discounted basis, for audit reports? 

5. Line 4 - 11. Page 3 - New Section. Section 4. Gemstone mines .... ad 
valorem taxation ......... etc. 

a. In a normal mining season for In tergem, the rough stones mined 
during the operating season are not finished being graded and 
sorted until June or July each year. This section places a burden 
on the producer that is not possible to meet physically. 



Comments to Senate Bill 280 - cont. 
Page 2 

6. Line 19, Page 3(d) - The name and location of each purchaser .... 

a. This places Intergem in the unfavorable position of being required 
to disclose their customer base, which would have serious and 
adverse effects to the company as all competitors would now be 
aware of our sales base. 

b. Line 22 of the same section (e) once again raises the question of 
what "value" means. 

7. Line 3, Page 4 - (3) - Any sampling. testing, or weighing made neces­
sary to comply ..... etc. 

a. Only a preliminary total weight can be determined at this time. This 
includes potential gemstones, waste dirt and coatings. Security of 
plant personnel would be <;:ompromised and the facilities for sorting 
and grading are not present. 

8. Line 8 - 16, Page 4 - New Section. Section 5. Valuation ..... 

a. Question of value still not clarified. Deduction of property tax is 
proper. 

9. Line 17. Page 4 - New Section. Section 6. Taxation .•... 

a. Dates established and time frames suggested are not compatible when 
information will be available. 

10. Line 1 - 8, Page 5 - New Section. Section 7. Imputed value ..... 

a. Since Intergem only operates through distributors not related in a 
business sense to Intergem, the issue of arms length transaction 
to us is moot. However. if there is no sale of gemstones, it would 
be reasonable to assume that none were produced and that being 
the case there is no value, and what "imputed" tax calculation on 
what escapes us. 

11. Line 9 - 14, Page 5 - New Section. Section 8. Lien of Tax ..... 

a. This section radically conflicts with present banking collateral now 
in place and could cause an immediate cessation to our Montana 
operations. In addition, it places in jeopardy the original "contract 
for sale" under which the mine is being currently purchased. 

There are several other sections that need to be noted, such as Line 2 -
19, Page 9, and Lines 1 - 4, Page 9. However, these items are all part 
of the greater issue. 



Comments to Senate Bill 280 - cont. 
Page 3 

Conclusion: 

We believe Senate Bill 280 is not a workable bill in the sense that 
it is directed primarily at gemstone mining with very little thought 
given to a fair and equitable treatment of the subject matter, 
namely: taxation. 

In addition, no investigation was done prior to the bill's being sub­
mitted as to just what real value comes out of the Y ogo mine on an 
annual basis. No attempt has been made to recognize that only a 
ver':( small percentage of these stones have ever been marketable 
or ever will be, yet the bill ignores this fact entirely. . 

Due to lack of communication between the bill's sponsor and Intergem, 
time frames for mining, processing, sorting and grading and final 
compilation of records and other data were not taken into considera­
tion. 

As a result, some of the dates specified for compliance of the statute 
are neither reasonable nor able to be complied with. 

It is: our recommendation that this bill be permanently tabled and that 
an entirely new· approach be made to the issue along the lines pre­
viously suggested. 
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~o."''1 :8,c,!.."be ... 
IMPACT OF SB 280 ON MONTANA'S SMALL SAPPHIRE ~lnlES ./ 

1. It is ill advised to give the same tax treatment to 
gemstones that we give to other minerals. There are no 
set prices on sapphires; the value of each must be determined 
individually, In a lot of (say) 7,500 carats of gemstones, 
there may be one single stone of marketable quality. 

2. Most of r-Iontana's sapphire operations are small company 
or family operations. Since other Hineral Statutes make 
distinctions between large and small operations, perhaps 
the same sort of distinction should apply here. (Large and 
small coal mines for tax purposes, large and small mines 
for reclamation purposes, etc.). 

3. In many cases sapphire operations consist of opportunities: 
for visiting rockhounds to pay a flat rate for a quantity of 
dirt. Are you going to tax the mine on the income from the 
rockhounds, or are you going to tax the rockhound for the 
value of the gemstones they find? 

4. How will this statute be enforced so that honest taxpayers 
can be assured that all miners are paying the same rate? The 
problems of enforcement include: 

a. Determination of the actual value of gemstones requires 
Unusual expertise in both gemology and current world markets. 

b. The combination of expertise is rare and quite expensive, 
c. To get expertise into the field will be expensive; will 

the expense outweigh the income to the state? 

5. Most gem mines operate only about six months in each year. 
The fixed costs associated with the mine must be considered 
along side of the gross income in considering the fairness of 
this tax. A forty five percent tax rate on top of year around 
fixed expenses could very likely close many operations. 

6. The Montana Sapphire, including the Yogo, has only recently 
been recognized by international markets. Only three or four 
colors, the Yogo Blue, the Golden, the Ruby, and the Padparaj~a 
experience demand in the international market. A good Ruby is 
found (perhaps) in 10,OOO_carats_raw_sapphires, Most carats 
that are min~ are marketable only as curiosities, and have no 
real market value. 

7. This statute is very burdensome to the small operator; it 
indicates a lack of understanding of gemstone operations. For. 
example, in new section 4 paragraph d, the law asks a report 
of the name and location of each purchaser to whom gemstones have 
been shipped or sold. Does the state require jewl~y stores to 
keep the same kind of records? 

8. In years when the gemstone miner chooses to hold his or 
her production in reserve, rather than sell it on a flooded 
market, does the operation have to pay this tax? Does 
a wheat farmer with grain in storage pay on the gross value 
of actual production each year? Is value established in the 
year the stone is mined, or in the year that it is sold? 

9. What is to keep the more devious operdtor froffi selling 
the product of his operation to a phony purchasing company 
that purposefully keeps the price below actual value? If the 
burden of proving the true value is with the contesting party, 
litigation from either side will be endless due to the highly 
varying and unique nature of the product. 

10. The Montana Sapphire may one day be the best in the world. 
Princess Diana wears a Yoga. Now is the time to develop 
the markets for this potentially valuable product, and to 
let the various min.i ng enterprises gain strength. Perhaps 
later, after more time is spent understanding the whole (s~ 
industry in Montana better reasons can be developed for taxing 
sapphire mines in a way other than normal businesses in Montana 
are alreadv beinq taxed. 
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STATEMENT IN OPPOSITION 

TO 

SB 280 
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WE, THE OWNERS OF THE EL DORADO SAPPHIRE MINE, ARE IN OPPOSITION TO 

. SENATE BILL 280. THE EL DORADO SAPPHIRE MINE IS OWNED BY EL DORADO, INC., OF 
III 

WHICH I, ALAN M. HART, AM A STOCKHOLDER, DIRECTOR, AND SECRETARY/TREASURER. 
, 

.1 AM A CERTIFIED PUBLIC ACCOUNTANT, BY PROFESSION, AND RESIDE IN MISSOULA, MT 

THE EL DORADO SAPPHIRE MINE IS LOCATED APPROXIMATELY 35 MILES NORTH 

WEST OF HELENA. MONTANA. THE PRIMARY SOURCE OF INCOME FOR THE MINE IS FROM ., 
DIGGING FEES PAID BY TOURISTS AND RocKHOUNDS. THE MAJORITY OF THESE PEOPLE 

'S-

-ARE FROM OUTSIDE MONTANA. THE PEOPLE COME FROM THROUGHOUT THE UNITED STATES 

AND MANY FROM COUNTRIES IN EUROPE, ASIA, AFRICA, AUSTRALIA, ETC. MOST OF 
lit 

THESE PEOPLE DIG FOR SAPPHIRES AS ENTERTAINMENT OR AS A HOBBY. VERY FEW OF 

.. ,HE DIGGERS ARE THERE TO PROVIDE MATERIAL FOR BUSINESS USES • .. 
THE FEES WHICH WE CHARGED FOR DIGGERS IN 1984 WERE: 

ONE PERSON/PER DAY .20.00 

TWO PEOPLE/PER DAY "30.00 

j THESE FEES WERE SLIGHTLY HIGHER THAN 1983 FEES. THE 1984 FEES RESULTED IN ... 
SOME OPPOSITION FROM DIGGERS AS THEY BELIEVED WE WERE GETTING SOMEWHAT EXPEN-

-.,3IVE' BUT BY PROVIDING GOOD SERVI CE AND TREATING THE PEOPLE PROPERI_Y THEY 

GENERALLY WENT HOME HAPPY. BECAUSE OF THE RESISTANCE TO THE FEES IN 1984, WE 

~RE VERY HESITANT IN CONSIDERING FEE INCREASES IN 198~ • 

.. 
BY CHARGING THE ABOVE FEES IN 1984, EL DORADO, INC., EXPERIENCED A 

~ _OSS FROM OPERATIONS, BEFORE DEBT SERVICE, OF OVER $28,000. THE COMPANY IS 

~R.\ING ON TRYING TO INCREASE BUSINESS BY ADVERTISING AND It1PROVING THE 

WACILITIES AT THE MINE. THIS IS NECESSARY FOR THE COMPANY TO SURVIVE SINCE 

)URS IS A BUSINESS THAT HAS BEEN HIT VERY HARD BY THE RECESSION. 



•. r lot, 

IF THE STATE OF MONTANA IMPOSES ANY TYPE OF GROSS PROCEEDS TAX ON 

THE MINING OF SAPPHIRES. I HAVE NO DOUBT THAT WE WILL CLOSE THE MINE AND WILL 

POSSIBLY END UP IN DEFAULT ON OUR PURCHASE AGREEMENT. I BELIEVE THIS WILL 

HAPPEN BECAUSE WE WOULD HAVE TO ADD ANY TAX TO THE AMOUNT OF FEES WE CHARGE 

THE DIGGERS AND OUR EXPERIENCE INDICATES THAT THIS WOULD REDUCE THE AMOUNT 

OF REVENUE GENERATED RATHER THAN INCREASE IT, WHICH WE NEED TO SURVIVE. 

THIS WOULD RESULT IN A GREATER LOSS TO THE STATE OF MONTANA THAN 

JUST FOREGOING SOME TAX REVENUE. AS I STATED EARLIER, MOST OF THE SAPPHIRE 

MINE CUSTOMERS ARE FROM OUT OF STATE. MANY OF THESE PEOPLE COME TO MONTANA 

SPECIFICALLY TO VISIT THE SAPPHIRE MINES AND DIG FOR SAPPHIRF-S. MONTANA 

IS ONE OF THE FEW PLACES IN THE WORLD WHERE THE GENERAL PUBLIC CAN DIG FOR 

SAPPHIRES. THE REVENUE BROUGHT INTO THE STATE BY THESE PEOPLE IS MUCH LARGER 

THAN JUST THE FEES PAID AT THE MINES. IF A TAX IS IMPOSED AND THE DIGGING 

FEES ARE RAISED, I BELIEVE THAT MOST OF THESE PEOPLE WOULD NOT COME TO 

MONTANA AT ALL AS THEY COME HERE SPECIFICALLY FOR THE SAPPHIRES. IF MONTANA'S' 

GOVERNMENT IS TRULY SERIOUS ABOUT THE "BUILD MONTANA" PROGRAM, THEN THIS TYPE 

OF A TAX IS ONE WHICH SHOULD NOT BE PASSED BY THE LEGISLATURE. 

IN SUMMARY, I AM OPPOSED TO S8280 BECAUSE IT WOULD 00 GREAT HARM 

TO OUR COMPANY, EL DORADO, INC.; I BELIEVE IT WOULD ALSO DO GREAT HARM TO ALL 

OTHER SAPPHIRE MINES; I BELIEVE IT WOULD REDUCE REVENUE FOR OTHER AREAS OF 

THE MONTANA ECONOMY, AND, THEREFORE, IT WOULD RESULT IN AN ACTUAL REDUCTION 

OF TAX REVENUE FOR THE STATE IN THE LONG RUN. 

THANK YOU, FOR CONSIDERING MY VIEWS. 

RESPECTFULLY SUBMITTED, 

EL DORADO, INC. 

UL-;q;;JJ-
ALAN M. HART, CPA 
SECRETARY/TREASURER 



OPPOSE S8 280 

March 22,1985 

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE: 

Ef 6,iJ,-!- f, 
sB~i'O 

..3/;1-'-#> 
(21 ~~ttt ( 

SYI'Itf't-

I Cleatus Sypult, a Mining Claim Owner, OPPOSE SB 280 as an ungovernable 
,.; 

proposal. The bill would cost more to regulate thaJ what it would bring 

in and would chase a very large number of tourists out of the State 
t $y . 

(and 1983 was down drastIcally already). 

As the Bill is worded IIGem stones ll include t~ontana Agate, our State 

Gem Stone. How can you regulate tourists who pick them up on the shores 

of the Yellowstone River and other rivers and tributaries by the ton 

each year? These people come to the State of Montana just for that 

reason! The same thing goes for the fee diggers of sapphires! The State 

would lose ten times as much money as the tax would bring in on gasoline 

alone. 

For these reasons and others, I OPPOSE SENATE BILL 280 and ask that 

you DO NOT PASS this bill. 

Thank you 



OPPOSE SENATE BIll 280 

Met rch 22, 1985 

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE: 

My namE' is Russell M. Thompson, from CASTLES SAPPHIRE MINE. I am originally 

from a mining town of Anaconda. I moved to Helena to fullfill a dream 

of mining for gem stones. Senate Bill 280 will destroy my dreams as 

well as others. If this bill is passed the tourist trade will diminish 

totally. At the present time the mines around Helena are just barely 

making it. If Bill 280 passes the mining will cease. 

Governor Schwinden's BUILD MONTANA PROGRAM will be destroyed and gemstone 

mining will be past history. 

I am asking that you DO NOT PASS Senate Bill 280. 

'1 
I 
I 
I 

I 
I 
I 
I 
I 

J 
I 
I 



OPPOSE SB 280 

March 22, 1985 

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE: 

I am Deborah Thompson, from CASTLES SAPPHIRE MINE near Helena. We OPPOSE 
Senate Bill 280. Our business brings a heavy tourist business into 
the state of Montana. This brings needed revenue to many different 
businesses, motels, restaurants, and stores. 

DO NOT PASS Senate .Bill 280. This will be the immediate death of mining 
and the end of the tourist flow. This will cause extra expense to the 
state of Montana. This bill, if passed, will return next session and 
again be an issue. Mining is an important part of Montana. Montana 
is famous worldwide for our Gemstone Mines. It is a special and unique 
to this State. 

Senate Bill 280 is UNFAIR. It is ridiculous to tax 45-50% of gross 
proceeds. It is also ridiculous to assume that Intergem is the only 
gemstone mining company in Montana. There are numerous gemstone-mTnes, 
and hundreds of claims that are also affected. 

How can the Department of Revenue decide the rate of $4.00 per carat 
valuation. Gemstone value are not steady. They change rapidly. They 
cannot be tied to a Consumer Price Index since there is no determined 
value. The value is matter of opinion. 

I feel there was a personal reason behind the drafting of Senate Bill 
280 by the Representative who originated this. This bill stems from 
a personal conflict between this individual and the Intergem Company. 
I feel this bill was created for all the wrong reasons and this is 
not right. 

The number of carats mined per year DOES NOT remain constant. We hit 
IIDry Holes ll constantly and the production of gems is not a sure thing. 
As the old miners axiom goes "You can be an inch from a million dollars, 
or a million inches from a dollar.1I 

Mining Gems is very unsteady. Even the mine in Utica can be depleted 
in a short period of time. Gemstones are a rarity. 

The Department of Revenue will be sole controller of the gemstone business, 
of which they know nothing. They will need to hire experts to determine 
the values. (Maybe I can go over to the other side and apply for a 
job) 

Members of the Taxation Committee, you must look elsewhere for your 
taxation, As We, in the mining business,-WILL NOT SUPPORT THIS BILL. 
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Senator Bill Yellowtail 
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FACT SHEET CONCERNING SENT ATE BILL 400 

1. S.B. 400 does not increase the existing maximum 
amount of money avai lable for alcohol tax incenti ve payment s 
under Section 15-70-522, MCA. In fact, S.B. 400 imposes a 
maximum annual dollar cap of $2.5 million in addition to the 
"percentage of production" maximums in existing law. 

2. S.B. 400 is the product of 4 months of negotiaton 
between PLM Financial Services, Inc. and the Schwinden 
Administration concerning alcohol tax incentive payments. S.B. 
400 is supported by the Department of Revenue, the Department 
of Highways and PLM. 

3. S.B. 400 makes the following changes in the 
the allocation of alcohol tax 

percentage and dollar caps: 
incenti ve payments wi thin 

(A) Exported alcohol will be eligible 
payments subject to the "percentage 
15-70-522(3) and the absolute "dollar cap" 
Section 15-70-522(4). 

for tax incentive 
cap" in Section 
of $ 2 . 5 mill i on in 

(B) The tax incentive payments made to the alcohol 
producer under Section 15-70-522 (2), MCA, will be paid in full 
and there will be no fifteen cent (l5~) deduction for the gas 
tax on nonaviation fuels under 15-70-204, MCA. Instead, the 
Department of Revenue wi 11 collect the gas tax on alcohol sold 
in Montana from the distributor at the time of sale. 

(C) The 50 cent per gallon tax 
alcohol will be extended from April I, 
Thi s change corrects an error in 
originally codified. 

incentive payment for 
1986 to April I, 1987. 
Section 15-70-522 as 

(D) Only alcohol that has been blended wi th gasoli ne to 
produce gasohol as defined in Section 15-70-201(8) will be 
eligible for tax incentive payments. This provision clarifies 
exi sting law and addresses enforcement concerns of the 
Department of Revenue. 

4. The percentage cap on tax incentive payments for 
alcohol blended with gasoline to produce gasohol works as 
follows under S.B. 400. }\ssuming 450 million gallons of total 
gasoline and gasohol sold in MOntana and exported alcohol 
eli g i ble for the tax i ncent i ve payment s, the appl i cable 
"percentage caps" under Section 15-70-222(3), MCA, are: 

-1-



(A) 'I'ax i ncent i ve payment s wi 11 be reduced from 50¢ to 
30¢ per gallon of alcohol when the amount of gasoline and 
gasohol sold in Montana and exported alcohol eligible for tax 
incentive payments comprises 11% or more of production. Eleven 
percent of 450 mi Ilion gallons equals 49.5 mi Ilion gallons of 
gasohol. Tax incentive payments of 50¢ per gallon on 4.95 
million gallons of alcohol would total $2.475 million. 

(B) Tax incentive payments will be 30¢ per gallon of 
alcohol if the total gasoli ne and gasohol sold in Montana and 
exported alcohol eligible for tax incentive payments is 11% or 
more but less than 18% of total production. Eighteen percent 
of 450 mi Ilion gallons equals 81 mi Ilion gallons of gasohol. 
Tax incentive payments of 30¢ per gallon on 8.1 million gallons 
of alcohol would total $2.43 million. 

(c) Tax incentive payments for alcohol expire .l\pril 1, 
1989 and could terminate sooner if the amount of gasoline and 
gasohol sold in Montana and exported alcohol eligible for tax 
incentive payments comprises 18% or more of total production 
for 2 consecutive quarters. 

5. Senate Bill 400 has been amended by the Senate 
Taxation Committee to limit payments to any single alcohol 
producer to $1.3 annually. This amendment was added to address 
the concerns of Montana's existing producers that a single 
large plant would recei ve all of the avai lable tax incent i ve 
payments. 



Employment: 

Payroll: 

Sta te Coa 1 
Severance Tax: 

State Personal 
Income Tax: 

State Bus; ness 
Income Tax: 

State 
Ad-Valorem Tax: 

Industrial 
Facil i ty Taxes: 

Other Benefits: 

Tota 1 Montana 
State Financial 
Benefits: 

BENEFITS TO MONTANA STATE 

60 to 65 full-time employees 
Average 90 construction employees; peak 115. 

Annual payroll including fringes, $1.4 million. 
Construction payroll, over two years, $5.5 million. 

$550,000 per annum on 150,000 tons coal 

Includes multiplier of 2.32 (estimate provided by 
Montana Department of Administration) - $340,000 in the 
first year end esca lates by 6% per year for full time 
employees (assume the taxpayer is in the 10% bracket). 

Construction multiplier is 1.75 - $500,000 per year for 
two year construction time. 

Taxes will be paid by all suppliers of additional materials 
(including coal). Additional tax will be paid by farmers 
and growers for increased profits due to lower transportation 
costs of barley. 

2/10 of a mill per kilowatthour generated, or $210,000. 

$560,000 ($70,000 for fi rs t th ree yea rs). 

Usage of 5.25 million bushels of barley, or close to 
10% of annual crop. 

Use of alcohol instead of lead as an octane enhancer 
will be a non-pollutant from automobile engines • . 

From Coal Severence: 
From Personal Income Taxes: 
From Ad-Yalorem Taxes: 
From Facility Taxes: 

$16,500,000 
26,500,000 

6,300,000 
15)300,000 

Total Over 30 Years $64,600,000 
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PROJECT DESCRIPTION 

Project Name: Bighorn Energy Partners 

Project location: Hardin, Montana 

Products: - 10 million gallons per year anhydrous ethyl alcohol 

- 50,000 tons per year Distillers Dried Grains and 
Solubles (DOGS), a high-protein livestock feed 

- 10,000 tons per year raw carbon dioxide gas 

- 15,000 kilowatts electricity 

Feedstocks: 5.25 million bu.shels barley 
150,000 tons coal 
Chemicals and water 

Markets: Ethanol - Nontana, Wyoming, Colorado, Washington 
DOGS - ~lontana, Wyoming, Washington, Japan 
Carbon Dioxide - Montana 

Capi tal 
Inves'tr.lent: $55 million 

Employment: 60 to 65 full-time employees 
Average 90 construction employees; peak 115 

Construction Time: Two years 

-4-



AMENDMENT EXPLANATION -- SB-400 

E'IJ,J~ f /0 
..s.e Y' 07) 

Jp~/cF..s-
RAP/' - S v". e-eJc: 

Amendment #1: This change clarifies the definition of Gasohol to stipulate 
ethanol must be produced within Montana. 

Amendment #2: This amends the definition of Gasohol to include wood or wood 
products within agricultural products designation to be used 
to make ethanol in Montana. 

Amendment #3: This amendment clarifies that ethanol production, to qualify 
for the incentive, must be produced in Montana. 

Amendment #4: This clarifies the inclusion of wood or wood products for the 
purpose of ethanol production feedstock and the purposes of 
this "Act". 

Amendment #5: This amendment deletes a redundent July 1, 1983 incentive com­
mencement date. 

Amendment #6: This amendment deletes the 50 cent figure on the April 1, 1985 
incentive date schedule and inserts a 70 cent figure. 

Amendment #7: This amendment deletes the 30 cent figure on the April 1, 1987 
incentive date schedule and inserts a 50 cent figure. 

Amendment #8: This amendment places a per-plant cap of $1,000,000 and a total­
amount cap of $2,500,000 on the over-all incentive program. 

Amendment #9: This amendment makes the incentive program retroactive to April 
1, 1985 to coincide with the current incentive reduction schedule 
15-70-522 (2) (b). 
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AMENDMENTS -- SB-400 

3 
25 
" 
" 

4 
4 

... and sold 

... produced 
in ... II 
in ... II 

" Including wood or wood products. 1I after the word products ... , 

5 
18 
" ... in th iss ta te . II 
Period after distribution 

5 
22 
II ••• i nc1 udi ng wood or wood products," after the word products 

6 
10 
" (a) beginning Ju 1 y 1, 1983, 70 cents per gallon;" 
NOTE: renumber appropriate following sections. 

6 
11, fo 11 owi ng " ... 1985, " 
"70". 

6 
12, following " ... 1987 , II 
II .. ,,30 ... II 

" .. ,,50 ... " 

8 
12, 13, 14 and 15, following the sub-paragraph number "(4)11 
IIRe9ardless of the alcohol tax incentive provided in subsection (2) 
or (3), the total payments made for the incentive undel' this part may 
not exceed $2,500,000 in any consecutive l2-month period beginning 
April 1, 1985." 
"Regrard1ess of the tax incentive provided in subsection (2) or (3), 
in any calendar year: (a) no distillation operation may receive 
in excess of $1,000,000 in alcohol tax incentive; and (b) the total 
amount paid in alcohol tax incentive for all distillation operations 
may not exceed $2,500,000 beginning April 1, 1985. 11 

10 
3, 4, 5 and 6, following the word "effective ... " 
" ... July 1, 1985. Section 5 and this section are effective on passage 
and approval, but no rules adopted under section 5 may be made effective 
before July 1, 1985." 
"Retroactively to April 1, 1985. 11 



March 21, 1985 

MEMORANDUM 

TO: Norris Nichols, Administrator 
Motor Fuels Tax Division 

FROM: Paul Van Tricht, Tax Counsel 
Legal Bureau 

RE: Proposed Amendments to Senate Bill 400 
Very Brief Comments 

First Proposed Amendment 

EvA,J~ r- II 

s/3 l/ 0 0 

J~:1/;r 
-:r . .8~411f" J eedC 

This amendment presents a problem because it will or might limit 
the payment of the tax incentive to alcohol which is blended with 
gasoline to produce gasohol only in Montana. That is, the only 
gasohol which is "gasohol" as defined in the Act is gasohol produced 
in Montana. The intent of these amendments to the Act is to allow the 
tax incentive for all alcohol which is produced in Montana from 
Montana agricultural products whether the alcohol was blended with 
gasoline to produce gasohol inside Montana or outside Montana. 

This amendment would cause some confusion. 

Second Proposed Amendment 

This proposed amendment presents no problems. Our current rules 
include wood products as an "agricultural product". 

Third Proposed Amendment 

This amendment should present no real problem. I'm not sure why 
it is being proposed. 

Fourth Proposed Amendment 

Again, this proposed amendment presents no problem. Wood or wood 
products are included under the present Department's rule. 



Fifth, Sixth, and Seventh Proposed Amendments 

theSE! amendments would increase the tax incentive for each gallon 
of alcohol after April 1, 1985. 

Eighth Proposed Amendment 

Proposed amendment 118 conflicts with sub-paragraph "(5)". There 
is no definition of "distillation operation". The term "alcohol dis­
tributors" should be substituted for "distillation operation." It 
changes period for judging the total amount of the tax incentive from 
a "12 month period beginning April 1, 1985" to "any calendar year". 
This presents a problem as I'm not sure what the term "in any calendar 
year" modifies. I think it modifies sub-paragraph (a). It may modify 
sub-paragraph (b). The language is very confusing. It is very poorly 
worded. 

Ninth Proposed Amendment 

This amendment is necessary if the 5th, 6th and 7th amendments are adopted. 



AMENDMENT SENATE BILL NO. 400 

Proposed Amendment: 

1. Page 9. line 13: 
Following: alcohol 
Delete: sold 
Insert: blended 

Comments: 

This amendment is to eliminate a possible source of confusion. 

The tax incentive is paid for alcohol that was blended with gasoline 

to produce gasohol. Therefore. the critical information on the cer-

tificate is the amount of alcohol that was blended to produce gasohol 

and not the amount of alcohol that was sold to the gasohol dealer. 

The gasohol dealer may use some of the alcohol for some purpose other 

than producing gasohol. 
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AMENDMENTS -- 58-400 

; n ••• II . 11/ .' 1(' 
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; n ••• II 

II Including wood or wood products. 1I after the word products ... , 
5 
18 
1I ••• 1n this state. 1I 
Period after distribution 

5 
22 
1I ••• inc1uding wood 

6 
10 

or wood products,1I after the word products 

"(a) beginning July 1,1983,70 cents per gallon;" 
NOTE: renumber appropriate following sections. 

6 
11, foll ow; n9 II ..• 1985, II 
"70 11

• 

6 
12, follow; ng II ••• 1987 , II 
1/ .. . 30 ... II 
II .. . 50 ... II 

8 
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12, 13, 14 and 15, following the sub-paragraph number "(4)" 
"Regardless of the alcohol tax incentive provided in subsection (2) 
or (3), the total payments made for the incentive under this part may 
not exceed $2,500,000 in any consecutive 12-month period beginning 
April 1,1985. 11 

IIRegardless of the tax incentive provided in subsection (2) or (3), J '/ ' . 
in any calendar year: (a) n~.cU·S-tj.ll91.ion operationJ\ay receive 
in excess of $1,000,000 in alcohol tax incentive; and (b) the total 
amount p~id in alcohol tax incentive for all distillation operations 
may not exceed $2,500,000 beginning April 1, 1985. 11 

10 
3, 4, 5 and 6, following the word lIeffective ... " 
II ••• July 1, 1985. Section 5 and this section are effective on passage :" '-( 
and approval, but no rules adopted under section 5 may be made effective 
before July 1,1985. 11 

IIRetroactively to April 1, 1985. 11 
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LAND & CATTLt MANAGEMtNT, INC. 
JOHNSON ntALTY CO. 

310 East Sebree P.O. Box 791 Dillon, Montana 59725 
Ottice (408) 893-8113 Residence (4C8) 883-2992 

TO: House Taxation Committee 
Helena, Montana 

March 22, 1985 

Good Morning Ladies and Gentlemen: 

My name is Ron Johnson. I am a rancher and a cattle feeder from 
Dillon, Montana. I appreciate this opportunity to give you my views on 
Senate Bill 400 and ask that you consider the amendments that we have 
offered here this morning. 

In 1984, after much research and encouragement by the livestock 
sector of the Montana economy, I decided to approach the Department 
of Natural Resources for a loan in the amount of $330,000 to help 
build an alcohol plant in conjunction with our 6000 head cattle 
feeding operation in Dillon, Montana. We prepared the application and 
were granted the loan for $330,000. With the additional funds from our 
own company in the amount of approximately $200,000, we are in the 
process of completion of the first alcohol and feed plant in conjunction 
with a cattle feeding operation in Montana. The benefits of the wet 
distillers grain have been known for many years to be very valuable 
for the feeding of livestock. I am sure that most of you know the 
problems that the livestock industry is having in our state today and 
would certainly welcome the opportunity to improve agriculture's 
financial statement. 

I was an agricultural banker for 16 years and I know the financial 
problems that are confronting the cattle feeders and the ranchers and 
farmers in the state of Montana. The alcohol plant in conjunction with 
our feedlot gives us an opportunity to use Montana grain to produce 
!>lontana alcohol, feed Montana cattle, and produce finished products 
from our raw agricultural products. 

One of the amendments that I am most concerned with is the 
individual cap on each alcohol plant. I feel that there must be a cap 
because without it one large alcohol plant could come into the state 
of Montana and virtually dry up all of the state money that was set 
aside to help support the fledgling alcohol industry in Montana. So 
many times I have seen large out-of-state corporations come into 
!>lontana and virtually wipe out the funds that were primarily set up 
to promote small business and industry in Montana. I feel that the 
$800,000 cap is certainly sufficient for anyone producer in anyone 
operating year. I also feel that Montana-produced alcohol should be 
saleable on the open market as Montana certainly needs the cash flow 
into the state itself. 

I would, of course, like to see the incentive raised to 70¢ a 
gallon as the costs of producing a gallon of alcohol in our plant will 
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be approximately $2.12 a gallon. It is my understanding that t:he 
market price for alcohol at the present time is $1.35 a gallon, and 
it doesn't take a very smart banker to see that this ratio of income 
to expense can make you a very poor man very quickly. We feel that in 
our plant our salvation will be the added benefit of the wet distillers 
grain that 'we will use in our cattle feeding operation. We ant.icipate 
the wet distillers grain to decrease our cost of gain on the cattle by 
approximately 12%; therefore, I would ask you to consider the amendments 
that we have proposed and help us build a more viable economy for the 
agricultural sector of Montana. 

It makes more sense to me to help the small producers that are 
involved in livestock and alcohol production by spreading the production 
of alcohol and wet distillers grain over the entire state of Montana 
than concen·trating the financial backing of the state of Montana on one 
or two large producers in the state that require depreciation and 
investment credit to show a positive financial picture. 

To swmnarize my remarks, I would like to think that this committee 
would consider the overall good of all of the state of Montana, for it 
is my belief that five or six or ten small alcohol plants better serve 
the state of Montana by providing employment throughout the state of 
Montana and by promoting the use of locally grown grain and locally 
grown lives1:ock for the betterment of each of these individual communities. 
I am enclosing our projected operating income and expenses for our plant 
in Dillon, Hontana, and you can see that if the plant was operated just 
as an alcohol plant alone it would be a losing proposition. 

Thank you. 
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CROW TRIBAL COUNCIL 

February 15,1985 

Crow Country 

To: Senator Bill Yellowtail 
Repr-~sentative Ramona !lowe 
Representative Mar-ion Hanson 

and 
Sen a tor Tom Tow e, C h air- m a" n, Sen d t e or.) X;l t ion COin In itt e e 
Members of the Taxation Committee 

Reference: Extension of legislation related to Alcohol Produ~tion 
Incentives 

This letter is to confirm thdt the Crow Trihal Admi.nistration 
is in full support of the continuance of ,.ilcohol production 
tax incentives to commercial facilities that convert grain products 
into alcohol. Specifically, we support the construction of the 
proposed Alcohol Plant near Hardin. 

As you may be aware, unemployment on the Cr-ow Roservation l~st 

year was certified at 68.8% and more than 7(il~ of our f<lmili(~s 

earn less than $5,000 per year. We feel the proposed Alcohol 
Plant will not only generate needed jobs, but also contributa 
to the stability of agriculture in our are~. In ~ddition, we 
support the project because it offers a very effective use of 
renewable resources and provides the kind of enorgy independence 
consistent with tribal, state and national goals. And, of course, 
the d i v e r s i f i cat ion 0 fin d u s try d n d d e v I~ lop men t 0 f sec 0 n (l dry 
jobs and markets lends addition,)l credell(~(~ to the rroject. 

Thank you for considecing our position. lv(~ hope the r10nt.~n'1 
Legislature shares our concecns and authorizes appropciate leqi3-
1 a t ion tom a k e the H a r din Ale 0 h 0 1 Pro joe t ,} n dot her sin tho 
State more feasible. 
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BENEFITS TO LOCAL AREA 

1. CONSTRUCTION PHASE 
• 90 Employes Average * 115 Peak Employment 
• Payroll * $5.5 Million 

2. EMPLOYMENT 
• 60 to 65 Permanent Employees * 85% Drawn From Local Labor Pool * $1.4 Million Annual Payroll, 

including benefits 

·3. COAL 
• Proiected Usage * 150,000 Tons Annually 

* 4 Mines Currently Producing ill Area 

, 4. ,BARLEY , 
I '. 5,.25 Million Bushel Requirement 

Proiected 

JI" 

* 875,700 Bushels Produced in Big HOllin 
County - 1983 

/-\ 
/ / '{J 
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TOT AL BARLEY PRODUCTION 

South·Central Montana 

SOUTH-CENTRAL 
COUNTIES 

TOT AL PRODUCTION . 
IN BUSHELS 

Big Horn .............. ~ 875,700 
Carbon ................ 706,700 
Park ................... 656,700 
Stillwater .............. 856,900 
S\Neet Grass . . . . . . . . . . . . 187,000 ' 
Treasure ............... 158,200 
Yello\Nstone .......... 1,371,600 
TOT A~ PRODUCED •..... 4,812,800 

Proiected Requirements. 5,250,000 
1983 Production . .. . .. 4,812,800 

11 437,200 

Statistics: 1984 Montana Agricultural Statistics ~ 
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BENEFITS TO ~~:;; 
STATE OF MONTANA 

1. Taxes 
-Coal Severance Tax * $550,000 Per Annum * 150,000 Tons of Coal 
• Personal Income Tax * Construction Phase 

$500,000 Per Year 
* Permanent Employees 

$340,000 Per Year 
• Business Income Tax * All Suppliers Will Be Taxed 
- Ad-Valorem Tax 

*$210,000 Per Annum 
Tax on Co-Generation 

-Industrial Facility Taxes 
*$560.000 

$70.000 First Three Years 

2,. 30 Year Life Expectency 
, . 

-$16,500,000: Coal Severance 
- $26.500.000: Personal Income 

--- - -

- $6,300,000: Ad Valorem 
- $15,300.000: Facility (!~~\ 
-Total Tax Bene'fit: $64,600.000 ~) 
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BIG HORN CONSERVATION DISTRIO 

.. '. • • \" ' , '" ..,'.' , ,I, ~ • ." .' ': .' I. , .' • I ( . . ' , . 

HARDIN. MONTANA 59034- PHONE 4-06-665-344( 

Senat or wi lliam P. Ye llowtail, Jr. 
Capitol Station 
He lena, HT 59620 

Dear Senator Yellowta~l: 

February 15, 1985 

At our regular February meeting, the supervisors of the Big Horn • 

Conservation District discussed the proposed ethanol plant to be constructed 

near Hardin. It is the opinion of the board that this is a vitally needed 

financial shot in the arm for Big Horn County and especially for the lagging 

farm economy here. 

We feel that it ~s necessary that we as farmers, businessmen and citizens 

of Big Horn County take every opportunity to promote an industry that has 

the potential to involve all persons of the area. 

This proposed ethanol plan has our support, and we are requesting that 

you include our support with the others from this area in working toward 

securing the necessary assistance for the plant. 

r _____ --.1.: __ . __ -': __ 
/ 
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TESTIMONY OF GEORGE T. BENNETT 

COUNSEL FOR MONTANA BANKERS ASSOCIATION 

IN OPPOSITION TO HOUSE BILL 937 

* * * * * 
House Bill 937 imposes a tax only upon Montana residents who 

own corporate stocks and bonds listed on national exchanges. It 

is a grossly unfair tax since it is a tax upon savings, thus dis-

couraging investment and saving through corporate obligations. It 

does not tax shares owned in other businesses or obligations 

issued by corporations other than bonds and obligations issued by 

other businesses. Thus it discriminates between investment obli-

gations by applying only to listed corporate stocks and bonds. 

It is an unfair tax because it is not based on ability to 

pay, such as an income tax, since it is a flat rate upon market 

value and market value may have nothing to do with the earnings; 

nor does it relate to the income bracket of the owner. 

As a tax it will be difficult to administer since it will be 

difficult to determine which obligations are from time to time 

listed on stock exchanges. There is no definition of a "bond" and 

many obligations bear some, but not all, of the characteristics of 

a "bond." The tax administrators and taxpayers will have to 

determine "residence" and "domicile." 

It is also an unfair tax since it can be evaded. Investors 

can shift out of corporate stocks and bonds on January 1st, and 

then back into such investments. This was one of the principal 

problems with the inventory tax and other similar taxes. 

'1 
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I 
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Also, the proposed act is unnecessarily harsh in its imposi­

tion of a lien upon real property of the taxpayer. This will un­

necessarily create title problems since no other tax, with the 

exception of real and personal property taxes, constitute a lien 

against real property in the absence of the action of the Depart­

ment of Revenue as to a specific deficiency whereby they have 

created a lien. 

The whole intent of the bill seems to be to penalize those 

Montana residents who have seen ·fit to invest in the specified 

corporate stocks and bonds. If the theory is that only rich 

people invest in corporations, this is also a myth. Many persons, 

particularly self-employed people, have seen fit to put their life 

savings or the income they intend to retire upon, which is not 

covered by an exempt retirement, pension or profit-sharing plan, 

into corporate stocks and bonds. 

-2-



March 19, 1985 
r'll' s. \Val'll .J. Soules 
1'85 Horseshoe Bend I 
Helena, HT 59601 

TO: Members of the House Taxation Committee 
Forty-ninth Legislature - Montana 

RE: House Bill 937: Imposing tax on stocks and bonds held by citizens 
of Montana. 

After reading and studying this bill, I have one question to ask of 
Senator Towe and Representative Fritz. 

HOW MANY TIMES MUST WE PAY TAXES ON THE SAME DOLLAR? 

During the past 30 years, our family sacrificed so that we could put a 
moderate amount into stocks and bonds to take care of my husband and me 
during our retirement years. 

The money was not given to us, but earned. We have already paid social 
security taxes, federal income taxes and state income taxes on the amount 
of money which was used to purchase stocks. 

Now these two gentlemen want us to pay another tax on this amount, with 
severe penalties to be imposed if for some reason we would not be able to 
pay this tax. 

I 

i 
I The idea that the State of Montana could put a lien on our property each 

year til this tax is paid is repugnant and reeks of police state mentalit Y.

I
. 

For a ten dollar tax, or even lower, Montana could take our property????! . 
This bill says that in no uncertain terms. 

We have heard nothing else in this session from the Department of Revenue 
except that they are overworked, understaffed and to hear them tell it, 
on the brink of poverty in that department. Now Fritz and Towe would 
put an additional burden on this department. Not only would the depart­
ment be given additional duties (and the authority that goes with them) 
but the corporations and companies who issue the stocks and bonds would 
have to report who in the state holds their certificates. A cross check, 
I suppose, to make sure that everyone does their "duty" and pays this 
very unfair tax, or reaps the penalties and perhaps loses their horne. 

Aside from my belief that this bill is a terrible burden to all ,vllo ',\·otTlcl 
have to pay this tax, I have a distinct bad taste in my mouth at the 
thought of our (or anyone's) stock holdings being made public by giving 
a list of those holdings to the State of Montana, where anyone and every­
one could probably request a list from the Department of Revenue aJld 
receive it. 

Please vote "Do Not Pass" on this very bad legislation. Thank YOll very 
much. 

Signature~~~~~{~~~ I?~ 
Soules (Beverley) 

I 
I 

I 
i 
I 
I , ... 
I 
I 



An Investment firm you like 
to tell your friends about. 

March 21, 1935 
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Incorporated 

Davidson Building 
P.O. Box 5015 

Representative Jerry Devlin 
Chairman, House Taxation Committee 

Great Falls, Montana 
59403 

TO: 

FROM: 

(406) 727·4200 

Offices: Billings, 
Bozeman, Butte, Bruce A. MacKenzie 

General Counsel 
D. A. Davidson & Co. 

House Bill 937 - Summary of Testimony in Opposition 

Havre, Helena, Kalispell, 
Missoula, Montana; 
Williston, North Dakota; 
Moscow, Idaho 

RE: 

House Bill 937 is manifestly unfair to Montana investors, imposes 
on corporations natiomvide unduly burdensome expenses and burdens 
the brokerage industry with the same expenses while at the same time 
exposing brokerage firms to liability for the tax itself. 

The tax to be imposed by this Bill would create a disincentive for 
any investor when determining Hhere to place his or her investment 
funds. The tax results in a t of 1% annual charge on the individual's 
invested assets thereby reducing any potential investment return 

Corporate Office: 
Davidson Building 
Great Falls, 
Montana 59401 

Members: 
Midwest Stock 

Exchange Inc. 
Pacific Stock 

Exchange Inc. 
Securities Investor 

Protection Corp. 

accordingly. \fuen faced with the choice of making an investment in taxable corporate 
stocks or bonds compared to a non-taxable investment, the investor is given a clear 
incentive toward the latter. The disincentive to invest in taxable securities has a 
twofold impact. First, the investment choices of Montanans are Significantly reduced; 
and second, the tax creates an inhibiting effect upon business investments at a time 
when the State is attempting to promote such investment. 

Even if Montanans were inclined to bear the tax for the opportunity to invest, the 
requirements imposed by the legislation for corporations to engage in reporting would 
make new corporations disinclined to offer their securities within the State. This 
again would reduce the investment opportunities for Montanans. 

~.fuile all of these create concern to D.A. Davidson & Co., our major concern is ,-lith 
the Bill's impact on the brokerage industry. There is no question that the imposition 
of such a tax and the disincentive in corporate investments it creates would have a 
major negative effect upon the amount of business conducted by brokerage firms located 
within the State. Further, the fact that the brokerage firms registered to do business 
in the State are required to report to the Department of Revenue the holdings of all 
its customers Hould result in significantly added financial costs. D.A. Davidson & Co. 
estimates the cost of this requirement in its own operations to be in excess of $50,000 
per year. 

In addition to the increased burden of cost, the brokerage firms which hold taxable 
securities in nominee name for the beneficial ownership of a Montana resident are lia­
ble for the tax under Section 2 of the Bill. There are no provisions Hithin this legis­
lation authorizing withholding of proceeds, prohibition of transfer of securities, or 
withholding of securities from any customer in order to meet the tax liability. The 
brokerage industry is left totally exposed to the liability without means for col­
lection. 

'"'l i 



This Bill is fraught with problems. There are problems of an administrative nature 
that are not addressed, the Bill exposes those in the brokerage industry to increased 
costs as the State's reporting agent, increased liability as the State's collection 
agency and declining business because of its disincentive to invest in corporate 
securities. 

'~e respectfully request this Bill to be tabled and never be allowed out of the door 
of this Committee Room. 

With best regards. 

Sincerely, 

h.-4/Ji~· 
~ NaCKem\ie \U 

BAN:lkh 
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House Bill 937 - Tax on Corporate Stock 

As of January 8, 1985, 13,047 Montana citizens owned 

1,765,524 shares of MPC common stock. If on January 1, 1985, 

this stock were valued at $22.25, the rate of tax on their common 

stock would have been 11.125 cents per share resulting in the 

collection of $196,415. 

If the sponsors of this bill are assuming that only 

capitalists with large stock holdings will be affected, they are 

mistaken. Montana Power offers stock to its customers through 

the Customer Stock Ownership Plan. As a result of this plan, 

6,422 customers own 351,754 shares - an average of 54.7 shares 

per customer. Further, our information shows that 

- 16.87% of all of MPC's stock is held by 
persons owning fewer than 15 shares 
(7,810 of 46,295 shareholders); 

- 33.25% of all of MPC's stock is held by 
persons owning fewer than 50 shares 
(15,39~ of 46,295 shareholders; and 

6).r;:;6Po 
~ of all of MPC's stock is held by 
persons owning fewer than 100 shares 
(20,166 of 46,295 shareholders) 
O>..q,)~5-

Thus, persons with small stock holdings, will be affected. 

Many persons who are retired or are about to retire have 

acquired utility stock because the dividend has been deemed 

reliable so that it may be depended upon to supplement retirement 

income. This tax, then, will also have an impact on the retired 

person. 

The revenue to be collected under this bill may not justify 

the resulting administrative expense. Consider an example of a 



person who owns MPC common stock. Assuming a market value of 

$22.25 per share, a person owning 15 shares would pay $1.69; 50 

shares would pay $5.63; and 100 shares would pay $11.25. It 

appears, then, that if Montana citizens own shares similar to the 
Q.8~ 

percentages of our total ownership, then for 43.56% of these 

shareholders, the administrative costs may not be justified by 

the tax that would be collected. 

The rate of tax is "50 cents on every $100 of the actual 

market value •.• " as of January 1 of each year. This rate is 

totally arbitrary and is subject to the vagaries of the market. 

In 1984, for example, the value of MPC's common stock fluctuated 

between a low of $16.63 per share and a high of $30.38 per share. 

Circumstances beyond the taxpayer's control could have resulted 

in a tax ranging from 8 cents to 15 cents per share. 

HB 937 improperly taxes property and income that is already 

subject to tax. A share of stock equals ownership of a portion 

of a company's assets. These assets are taxed to the Company. 

The income earned through these assets is taxed. The subsequent 

dividend distribution of income to shareholders is taxed. 

Finally the gain, if any, resulting from the sale of the share of 

stock is taxed. There is no value, therefore, that has not 

otherwise been taxed. 

Finally, there is no rational basis for the distinction 

between stock that is traded on public exchanges and other stock 

that is not traded on public exchanges. A share of a closely 

held corporation cannot be distinguished from a publicly traded 

share because each represents ownership of corporate assets. If 

2 



ownership of one is not taxed, then ownership of the other ought 

not to be taxed. 

For: The Montana Power Company 

By: Michael E. Zimmerman 

3 
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H.B. 937 (Amend introduced copy) 

]J 

"r -.. -

Page 2, line 4. 
Following: "amended" 
Insert: ~to any stock or bond exempt from taxation under 15-6-204 or 

15-31-703, or to any stock of a corporation operating entirely 
within the state. Stocks of corporationsJderiving income within 
and without the state are taxable on a prJrata basis according 
to the percent of such corporation's net income derived outside 
the state. Parent and subsidiary corporations are considered 
as separate and distinct legal entities)and the fact that a sub­
sidiary corporation pays state franchise, property, or income 
taxes does not affect the taxability of shares of stock of the 
parent corporation" 

21 Page 4, line 4. 
Following: "shall" 
Strike: remainder of line 4 through line 6 
Insert: "transmit to the county treasurer of the county in which the tax­

payer is located revenue collected under this act<~ The revenue 
trar.smitted must be allocated to each taxing jurisdiction within 
the county in the proportion that its mill levy for that fiscal 
year bears to the total mill levy of the taxing authorities of 
the district in which the taxpayer is located. 
(3) "Taxing jurisdictions" means, for the purpose of this sec­
tion, all taxing authorities within a county permitted under 
state law to levy mills against the taxable value of property 
in the taxing district in which the taxpayer is located. ,I 

~3) Page 2, line 1. 
before: "United States" 
insert: "a)" 

-4) Page 2, line 1. 
following "United States bonds" 
delete: "or--to" 
insert: ", b) debts of a State or political subdivision 

exempt from taxation under the Internal Revenue 
Code, as amended, c)" 
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RESEARCH, INC. 

EXPRESS ftlAIL 

Mr. Gerry Devlin, Chairman 
House Taxation Committee 
Montana Legislature 
Room 312-1, Capitol Building 
Capitol Station 
Helena, MT 59620 

Dear Mr. Devlin: 

March 20, 1985 

p.o. Box 1409 
HAM/LTON, MONTANA 

59840 USA 
(406) 363-6214 

We are a NASDAQ-listed Company located and headquartered in 
Hamilton, Montana. One hundred percent of our operations are 
based in Montana. 

We are writing to express our strong opposition to House 
Bill No. 937 entitled "An act imposing a tax on certain corporate 
stocks and bonds ••• " This bill, imposing an annual tax of $.50 
per $100 of actual market value of corporate stocks and bonds 
owned by Montana residents, is totally unconscionable. 

First, the Bill would discourage investment by Montana 
residents in all companies' stocks and bonds and is a hindrance 
to the backbone of our country's economy - its businesses. 
Secondly, administering the provisions of the Bill by every 
public company throughout the country would probably be much more 
costly than the amount of tax that would be collected by the 
State. The Bill would impose a great hardship and incredible 
burden on all companies, particularly Montana-based companies in 
which many Montana residents invest heavily. 

This Bill would also increase the perceived anti-business 
stature of this State, which we are all working to change for the 
betterment of our economy. 

We object to the Bill not only from a company standpoint, 
but from the standpoint of our employees who own stock in our 
company. They would be highly discouraged from investing in 
their own workplace if they would be taxed for simply owning and 
holding this stock. 

Appreciated value of stocks and bonds held by Montana 
residents is already taxed (both by the Federal government and by 
Montana) when the stocks and bonds are sold. Also, dividends on 
stock and interest paid on bonds is also subject to Federal and 
State income tax. 



Mr. Gerry Devlin 
Page 2 
March 20, 1985 

For these reasons, we sincerely hope that you will see the 
tremendous inequities and kill this Bill in Committee. 

We have enclosed 25 copies of this letter and ask that they 
be distributed to each member of the House Taxation Committee. 

Very tr~ly yours, 

(~~I-~ 
Nils A. Ribi, 
Chief Executive Officer 

NAR/mm 

cc: Ted Schwinden, Governor 
Keith Colbo, Department of Commerce 
Elmer Severson, Senator-District No. 32 
Bernie Swift, Representative-District No. 64 
Bob Thoft, Representative-District No. 63 



Tayption Committee 

Mont~n~ House Of Represent~tives 

Gentlemen and Ladies, 

I wish to support SB 400. I have lives and worked in BH~ Horn County 39 

years ani have seen many come and go. This Ethanol plant is the type of industry 

we want in Big Horn County. First and formost it is ecologically safe, It win 

not polute our air, water or be dangerous to workers and people livinp; ne::>rby. 

Secondly, it will use the ,grains grown by Montana farmers, p segment of our 

community that needs help. Thirdly, it will provide needed jobs for Epstern 

MontpM. With EpA banning lead ::>dditives to gpsoline, the product should hpve 

an eycellent mprket. 

Hardin and its citizens are eager to support this endeavor as~you can see 

by those present from Hardin. I ask for your support for this bill which will 

make possible the building of the plant in Hardin. It 's complet~on will be FIn 

important addition to the economy of all of Montana. 

Thank you, 

DorcRs M. Halverson 

Hardin Business ~nrl Professional Women 
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DEPARTMENT OF REVENUE 

TED SCHWINDEN, GOVERNOR MITCHELL BUILDING 

- STATE OF MONTANA-----
HELENA, MONTANA 59620 

March 26, 1985 

MEMORANDUM 

TO: 

FROM: 

SUBJECT: 

Representative Devlin, Chairman 
House Taxation Committee 

Don Hoffman, Chief J1~. 
Natural Resources ~~eau 
Department of Revenue 

How the proposed $4.00/carat was arrived at in estimating 
the impact of SB 280. 

During the committee hearing on SB 280 you requested information as to 
how the $4.00/carat was arrived at in estimating the value for sap­
phires in the fiscal note for the bill. The value/carat was based 
upon the value used in filing the net proceeds return for Intergem, 
Inc. for production year 1983. This was the only return filed for a 
gemstone operation in Montana for 1983, or any other year for which we 
have records. 

Additionally, you requested how the $4.00 was arrived at. As you can 
see from the attached memo from Mr. Bob McGee, Assistant Administra­
tion of the Miscellaneous Tax Division it was determined as I have 
testified to. Mr. Bullock, Mr. Brown and representatives of the 
Department sat down and discussed a mutually agreeable value for all 
raw uncut sapphires. 

This value has been used by Mr. Bullock in filing returns since 1980 
as you can see from the attached copies of the returns. 

Attachments 

DH/kl 
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DEPARTMENT OF REVENUE 

TED SCHWINDEN, GOVERNOR MITCHELL BUILDIN~ 

~NEOFMON~NA---------
HELENA, MONTANA 59620 

March 22, 1985 

MEMORANDUM 

TO: Don Hoffman 

FROM: Bob McGee ~ 
SUBJECT: Yogo Sapphire Evaluation 

Since the original documentation has not been located, and due to the 
urgency involved, I will try to reconstruct the events as we, James 
Madison, Bob Conway & myself remember them. 

In 1980 we received a request from former Senator Harold Dover to conduct 
an investigation, and do an audit on the Yogo Sapphire Mines Inc. The 
investigation took several months and this led to an audit in early 1981, 
which resulted in quite a substantial assessment which was paid. 

In early 1982 Mr. Harry Bullock and Delmar Brown, his geologist, carne 
into our office and we attempted to arrive at a fair market value of the 
sapphires coming out of the mine. The previous value we considered too 
low (approximately 35¢ per carat). 

They had samples of the sapphires, some as large as 5 carats, and a lot 
of small ones which they said had little or no value. 

Mr. Brown had a sheet of statistics which was compiled on other mining 
properties of a similar nature. The value we mutually agreed on was as 
I remember it, set at $4.00 per carat for everything coming out of the mine. 

The 1980 returns were amended to reflect this 
were filed at the same time on April 2, 1982. 
of $4.00 per carat on all production. 

value, and the 1981 returns 
They also reflected the value 

Later that year the severence taxes were all transferred to Corporation 
License & Natural Resource Tax Division and we have not had any contact 
since that time. 

AN EOUAL OPPORTUNITY EMPLOYER 
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READ INSTRUCTIONS 

/0'" BACK OF TIllS 
SHEET BEFORE 
PREPARING REPORT. 

STATE OF MONTANA 
ASSESSMENT OF NET PROCEEDS OF MINES 

(Chapter 15 M.C.A.' 
RETURN AND STATEMENT OF NET PROCEEDS 

For Year EodiDg Dec. 31,19.83. ... 

.. -. n 

.j'>e' ·NOTICE: 
ThIa etatemeDt mu. be 

med witb the 0. ...... 
meDt of ReveDue, Natural 
Reeoorce ... d Corpora­
tiOD Ta:z DivbioD. 
Hele.... MODtaaa. oa 01' 

. before Marcia 31. oj ~) "" 

Name of Owner or Operetor ... :'" .Io.t.ergero •.. In.c •.. :...... . .............• T.lephone,{303} 6.95c8777 

Addreee .... 3025. South .. Parker .. Road, .. Suite .. 209 ........ ,. City .. Aurora .... Stete.Golorado Zip Cod •.. .800.14. 

:::f~~~ .... :~.y;:~~~s;~:ir.e. ~:~.~,~'.'.'",. '.:.':',',: ~~:D~:::,ion:~~.a, Secti.o,~:.~~:~2:~t·~ .. ~~,~." ,~.~: :~~:'~',: .~..' 
,. 

Name. Title end Addre .. of Person having Activ. Charge of Mining Operations and Busin ... in Monteno .... F-:ed . Woods, . Plan t . , . , ~~ 

•.• ' ........... Sup.er;-is~ ~ ... -.-;;;~ ... '.',-.: .. ", :',-: -.~7.:~':~~-;'~~'-.. ~-;-" .-.~- '-,~,~~~-..... ......... . ...... . . ! ,"--:r' ~ ..................... '-.:::' :, .... -..;; .. . 
Name. Title Addres. of Person Having Activ. Charge of Tu Matters in Montona .. Lyon. See1.e-y:., . 5.Q2 .. Strain Buildin.g.,. ", .-'--:~. ' 

,Great Falls, MT . ,~n,:<': 
.;:..>""t&,.1 ....... • .. '".::.~.::1 {~" .• , -

j . 

Total number of tons of ore mined or extracted during year ended December 31. 19 ......... ~ .. __ ~_. __ ,. ,-/.,,-:;;~j~)~. ~::'l,~.:t·~"l~_~~;10 ~l: .~:.;,.~~{f~ 

. j. . .... !ki:' l.a.:.{f .~: \ 
Yield in constituents of commercial value: 

'" Total Gross Value 

" f < , ,,' GROSS PROCEEDS 
. '- - - ~ _.. \,.r' DEDUCTIONS - -:.:;., " __ ~'-_--::t;.,~!.~:;;~i~:::\ 
NOTE: These deductions must be itemized in accordance with the schedules • 

Tote1GroooValueiDdou..: .... dcoats :.;~~~~,', _OD.the back ofthis ,,:port, , . ,- . ':""'\i20~~~:7.~:~~~,l:c:',.-j~": 
Of above Product. .. ~ .:~ .. r~·.' .':-!"! .'~;.":. ~ :-:. s .... 49.2,.05.6·.... '31. Cost ofextracting or miningol'!'Ul' deposit .. :~.' ___ ,,_u_,,-+-,_,-,,-_,-_--:, 

.', J." ' './ 2. Cost of transporting crude ore or deposit . 
, . ':"';""".~'".J'"'' '"759 9lQ ,/' frommin.ordepo.ittoreductionworks .. ' ..... ____ --;O,,-__ _ 

Total Deductioa8 ... ',':-,;'': '~'.:": .:: .••.. '.' S.... .,. ........ 3. Cost of sale of crude ore or deposit ....... .'.: ..• --__ -...;00--__ _ 
'. . ..... ' .. \;".,- 0 - . '4. COstofreductionofcrudeoreordepo8it ..... ~ .• ===-=-':'O"'-'::-:-:==-= 

Net Proeeect. ... "; •. -: •• ~-: :.:. .... -.-. ~ -; ~:";;'.~.-.: S ... ~ .-;;- 6. Cost of marketing metals and minerals -:-;--:::--
-... ; ~ - .:,.""",:,~--:; andconv:ersionintomoney ................. _. 167.992 

-"" ,_ ... ;; -',. :6. Cost of construction, repairs and betterments :. 0-

. .• ~:.G ~ ~~j~ ::~. f(~'.1: ~~~S:=lIg ~-:f~~~e'e~~~i~ ~f ~~~ti~~; .• -----''----
.>,. .: -I'" ' .• ; Jo..' A -.:., works. ~, and smelt:ers during year .........••. _:-"1"'6","'5"'9'-9'--__ 

. 8. Deprec18tlOn of reduction works, mills and 
, omeltero. ,'",. , .. " .. , c'.: ,:,1,:.''-, ''''''';;'d"_,-,-""-2"",,4,,,0,,,2,,-__ 

THESTATEMENTMUSTBECOMPLETED1NITSEN.~~R~".~j ,';0 Jt" ..... :.:. . • i-, \"". ""T,:.",- '"' sill D1L175'9 '~10";Y' 
TOTAL DEDUCTIONS .. "., ..• _-'_'--_'-"_"-"_'-'_"'_'--__ 

Dated at. 

,:!::C.~' .. ..!. S.··.':· .. ,:'.:oi·::.,.:·~ .. ,:~::t.~.t--3;~i.?-~!;~.~?:.T ... , .. ~.:. .. :_n·\2.:~.:.::-· _.'_ ~ 
County of ........... ~ .......... _ ........................ . • •••••••••••••••• - ••••• ~ ~ • ~ 01.. ••• 

. <.: .. ::.: .......................... ' ............ : 
. . . . . . . . . . . . : i . : .. .' : .'~ .............................. . 

.... .. _ .. 
. that he has read the foregoing return and knows the contents 

thereof, and that the statements, and all thereof. contained therein are true. 

Subscribed and sworn to before me thi •.... ' ..... day of . ." .. ,.' .. ';7' ...... , .. ' ... 19., ... 

. ;,: .. :. Notary Public for St&teof. . . ..... :.':'::).: ..... :.residing 

at. 

Commission expires. .. ... ,19. 
,'1:-< 

"J._, 

-"'<11 



(iCtlrp()ratIt1l11a~U~ i\SSeSSmt:llL VI J"t::L .1V""'C;C;;\'&~ ..., ............. __ 
, '" hd" .. \la'r~:.TATE-OEPARTMENT "" 
l"a," OR~tatement for Year Ended DeCi!mber 31. 193.qt." coll4 

.f Oper"tor .... ~.'!II'?<;.\< ... J;;;,:.p..\9.r.a.tiQ.n .•.. ln~ .•.............................................. Address .. .3.Q2S .. So .•.. .P.ar.ker ... Rd •.•.. .JI2.U9.··1ra. 

lnd Address of Owner of the Mine if Other Than the Person Making This Return.lD.t.e.r.g.em .. ~Arnerican ... y"'ga. . .s....,-
of Mine ......... X'?g'? .............. Area .......................... Acres. Location :.. . ....... Sec .. 2Q~.2.4 ........ Twp .... 13N .......... Rge.l.lE ...... P hir· 

District No ............................... lnside or Outside City Limits ...... .Q).!J~.i9.e ... ~WC;!" ....................... County Of .... .J.l<.c;m!:t. .. s.a~il'. 
Title and Address of Person Having Active Charge of Mining Operations and Business in Montana .................................. t· 

.................... .fr.!l9. .. l.~'?.9g.~., ... p..1i\D.t .. S.l<p..~r.y.i~o.t .................................................................... ·······.······ ........... ······ .. ·Pll:l1s·;· .. MT ... 

Title and Address of Person Having Charge of T~ Matters in Montana.L'Inn .. Seeley .•... 5D2. .. S.train. .. B1dg ... _ .. Gr=t 

Total number of tons of ore mined or extracted during year ended December 31. 13 ... S.?.... . ......... J?! .. ?~.? .. I·~!.'."' ... I 
Yield in constituents of commercial value: II 

................... oz. of gold @ ...................... per oz. $...................... . ................ oz. of silver @ ...................... per oz. ~ .... : ..... , ............ . 

......... : .. : .. ::: .. ::::::::: :: :;;: : .. : .... :: .. : ....... :::: .... :: .... ::: ::: !: ... ::::::::::::::::::: .::::::::::::::OZ.~fCO~~~~ ::.::::::::::::::::::::::,'~:. ::::::':;::~~~i~' 
..................................... @ ...................... per ...... $...................... B.O .•. 8.1B ... C.ara.ts ... 9.f. .. @ .... ..<1 .. 0D ........ per ...... S3Z3 .•. tiZ.;. 

GROSS PROCEEDS Sapp lres DEDUCTlONS " '\" 

OTE. True market value must be given even though 
:ts were sold below such value, or have not been sold 
time of making the return. 

;ross yield or value in dollars and cents 
,f products above specified ........................ $ . .3.23. •. 2.72 .•. 0.Q 

Total Deductions .................................. $ .. 34.7 .•. 000.~O 

ret Proceeds ............................................... $ ....... ~.Q= ......... .. 

OST OF EXTRACTING ORE OR DEPOSIT: 

(a) Labor ..... _ ......................................... $ .. 
(b) Supplies. Materials. Tools ....... .... . ..... $ .. 

(e) Machinery ............................................ $ ... . 
(d) Fuel, Power. Li"ht .. .. ................. . 
(e) Bo)'alUn .. __ ._ .................. _._ $ .... __ . __ _ , ... _::.:._ .. -

NOTE. These deductions must be itemized in aewl 
with the schedules below. 

4. Cost of extracting or mining ore or 
deposit ......................................................... $ ... ?9.§>..7.1: 

5. Cost of transporting crude ore or deposit I 1 
from mine or deposit to reduction works .. $ ......... ::.~ ... : .. 

6. Cost of sale of crude ore or deposit .......... $ ............ ~.9.::.cl~ .. 
7. Cost of reduction of crude ore or deposit. $ ... 13.9 ... 16Q .• · 
8. Cost of marketing metals and minerals 

and conversion into money ........................ $ ............ ~.Q- .. 
9. Cost of construction. repairs and better- ,}1 

ments of mines during year ........................ $ ...... JD.d .... I~ 
10. Cost of repairs and replacements of re­

duction works. mills and smelters dur-
ing year ...................................................... $ ........... ~.Q:: .... , 

~;Sr:~:l~~ o~.r.e~.~~t.i~~ .. ~.~.r~~: .. llIi~l.s .... $ ............ ::Q.~ .. I 
Total Deductions .................................. $ ... 3.4.7 ••. 9DD ••• " 

11. 

s 9. 

~~~?~~:-' ·_·1 
• I 

-~~;;.:'o:"u-:~~~:: I 
~n ... WI1P"~: 

(b) 

(c) 

(d) 
.............................................................. $ ................... .. 

.......................................................... $ ................ c··c· .. • .. :!, 
(e) ................. . 

Total Cost ............. . 

10. COST OF REPAIRS AND KEP:[.A(::El!E~ITS 
DUCTION WORKS: 
. <a) Repairs to " ... 

(b) Repairs t; M~chi~ery ~nd 
Equipment .............................. . 

TIILtJ Ce.1 
....... $ .......... :.9.:: ....... . 

(e) New Buildings for Replacements .... , ........ :t; .. L:::.:.~;.~ 
(d) New Machinery for Replacement '.' " DEP:.:~:;~~:~:;~f.~~~~~ 

Ca) Total number of toIlS of ore milled or • 

"OSTor REDUCTION OR MILLING: 
'" I":":'r 
',) SUPpli~ •• If.~ri.~. Tool! $ ....................... . 

';: Futl. Po •• r. Ugbt ... _ ...... '.::::,,:':.:"':::: ::::::::~::::::::::::::: 
...... ~ .. - ............................................... _ S ...... , 

(b) ;:~ed~::~~;~;.~:~~;;~~~~~~~ '''" !.3;.~1~ .. : •. ~' ~ 
tr"eadtebd from other mines worked. or oP:' ' , '. 
a e y th@ penon worki."g or t" 
the mine for Which thu return i.a0~.r: Ul4 -0-

Ce) Total number of toru of custom ore ~l~ ... _ ... -_ .. _ .......... _-

(d) ;:~ea~~~~·;··~f··;~~··~~··~·;.;·_~~·;;·-;,; --__ ~~ 
~ . ~ated at m1.ll. smelter or r~uctioD worb .---~::.9.::.....11 



, .\.~ 
;~~ 

be f~'led 'th the STATE OF MONTANA NOTICE: Read iDstrq~. 
tment 0 evenue, f N d f M" -tlons on back of thia 
cty Division, Assessment 0 et Procee s 0 lneS sheet belore preparina: 
before March 31 in 81 report. , :. .• \ . 'ear. Return and Statement for Year Ended De~mber 31, 19... .... . -. , 

of Operator ....... ~~~!!?,,!< ... ~.~P.!~!.!!:!.i?~., .. .I.~.~., ............................... _ ............ .Address .. ~g.~~ .. !?· ... !'.'.":r.~~r..)~.,!.,.!.:.!~Q.?I_.~Y!.2!a.' 
and Address of Owner of the Mine if Other Than the Person 'Making This ReturnA=xjl:a.n..YQ.go ... Sap.P.h.ir.e~~.Lid. ~ 
of Mine ....... .x!?g~ ................ Area ......................... .Acres. Location : .................... Sec ..... ~Q.:.?~ ..... Twp .... )}i:'! .... _~...Rge ... J.g;;._ ~ 

I District No ....... .2.? ...... : .......... .Inside or Outside City Limits .............. g.~.t~.~~.e ..... g.t.i~": .......... _COunty oL}~_~~.~.~ .. !?~~.~ •. ~ 
• Title and Address of Person Having Active Charge of Mining Operations and Business in Montana._ ...... __ ._..::.~:.~~ .. ~:: 

Fred Woods, Plant Supervisor : .... ,: t; 

: .. ;;.~;:.~~~ .. ~~~~:~ .. :~ .. ~:~~.~.~.~~~~.~~ .. ~~:~~~ .. ~~··;;·;.;:~~~:t·~~~~~~;~h~~~~~.~·~iff::~:.g.·;~;~.\i;::.~:;~~_~·;;.;.~.·.w.·~~~er~1 
. T~tal ~umber.of tons of ore min.ed or extracted during year ended December 31, 19 .. S.L ..•. _: ...... ??.' ... J .. ~.L ...... ...:...:.: .. ;:....~ .• ·' 

YIeld m constItuents of commercIal value: . .' .•. . ..... ,' .".'.".~t '.: 
................... oz. of gold @ ...................... per oz. $...................... . ................ oz. of silver @ ................... __ per oz. $ ................ ...::.. '-. 

:.~~=~-~:::~ :-:=~:~-::~ L:: :;;,,;;;:~:;:: :::i.=:; ~;i~:;i;~ ,1 
GROSS PROCEEDS Sapphtres DEDUCTIO!'OS ",,"", \~',:) ti """" J 

~ ,\(4, •• "" ('" I" , 

·OTE. True market value must be given even though ,NOTE. These deductions must be itemi):€d' in acCOrd811C2 . 
:ts were sold below suCh value, or have not been sold with the schedules below. . .i' fl,y '\?, /, i{.'j .• "".\ ~. \ 
, time of making the return. . I . 

4. Cost of extracting or mining ore Qr '-t ,,,;:. '<", .·.l i: 
;ross yield or value in dollars and cent·; 11t1~ 
'f products above .pecified ................... ;.... $ ..... ,:11.7 ........••.. 

Total Deductions ............. .,2.$.Yr~$ ...... ::te:: ........ . 
1 ·' ~ l{}!."J ..e-o--

let Proceeds ;:.c; .• ;:; .. ::;.......... . ...•••....••••• $ ........... : ........... . 

)ST OF EXTRACTING ORE OR DEPOSIT: 

'a) Labor ..... _ ......................................... _. $ ....................... . 

b) Supplies. Materials, Tools .................. $ ....... ....... .. .. 

c) Machinery ............................................ $ ..... .. 

:d) Fuel, Power, Light .............................. $ ....................... . 

'e) Royalties .............................................. $ ....................... . 

$ ....................... . 

$ ....................... . 

f) Other Expenses .................................... $ ....................... . 

$ ...................... .. 

Subcontract 
$ ........ .. 

Total Cost ... $l5.,.QQ .. " ... ~.?Jf.? ... I ... $ .. }~~.!.8}Q ..... . 

:OST OF TRANSPORTING CRUDE ORE OR DEPOSIT 
'0 MILL. SMELTER OR REDUCTION WORKS: 

a) Hauling ................................................ $ ............ , .......... . 
b) Freight Charges .................................. $ ................ . 

0) ............................................................... "'$.","::':;'''",.=="",-, 

Total Cost ... -'lnd •.. ,in .. '1L ........... ,' ~ .. . 

deposit ............................................... ~;:.~.:.::'.'.$;~¥. • .\~~:~;~ t' l 
5. Cost of. transportin~ crude ore. or dep?sit; "" Inci':-,I''',/' 

from mme or depOSit to reductIon wor"~/i: .. ~; ... ,[,. .. :~,,~ , 
6. Cost of sale of crude ore or deposit ....... :.~"$.:."'.;:'O.7.'.:.': __ 
7. Cost of reduction 6terude ore or deposit .. $.2Z3.~220_._ 

8. Cost of marketing metals and minerals 

and conversion into money ._ .. ~ .... ~: ............. $ ..... ::2.:.._ .... _ 
9. Cost of co~struction, repairs and better. lncl 

ments of mmes durmg year ........................ $._ ........... : ...... _ 
10. Cost of repairs and replacements of re­

duction works, mills and smelters dur-
ing year ...................................................... _ $._:.9::_ ......... _ 

11. Depreciation of reduction works, mil15 -0-' .. 
and smelters ................................................ $ ....................... . 

Total Deductions ........... : ... _................. $.5.5.&.05.0 ..... _ 

8. COST OF MARKETING AND CONVERSION INTO 
. MONEY: 

(a) Freight and Express ......... : .. :::.~' .. : .... $ ............... : .... ~._ 

(b) Selling Charges or Commission ....... $ ...................... _ 

(c) ............................................................ $ ....................... . 

Total Cost ........................................... $ .... ::O.~ ............ . 

9. COST OF CONSTRUCTION, REPAIRS AND BETTER­
MENTS TO MINE: 

(a) ........................................................ _ $ ....................... . 

(b) ...................................... $ .................... _ 

(c) .............................................. $ ....................... . 

(d) ................................................................ $ ..................... _ 

(e) ............................................................... $ ...................... _ 

Total Cost .... H!lcI., ... ir1 ... ~L ........... $ ............... _ .... _ 

10. COST OF REPAIRS AND REPLACEMENTS TO RE­
DUCTION WORKS: 

(a) Repairs to Building ......................... _. $ .. _ ........ _ ... _ 
(b) Repairs to Machinery and 

Equipment.......................... .. ........ $ ....................... . 



I 
==t 

Assessment 01 !, c... . ; oc;e::::l. .... v. ~.~.;.. __ neel Detore prep&l1n~ 

......... !3.tll!.O.~.~~~;£O;;~i.O~~I~;t .. ~.O.~ ... i.~~' ... ~.~d.: ... ~.e.~:::re::· .. ;O~~~.? .. ?ark:~;~.:.!\.~;.?~0'~:.:.8.i~. 
Address of Owner of the Mine if Other Than the Person Making This Return .. A.I))g.r.i>;il." ... :Y.Rg() ... ;;aI?J!hi"!~.I ... ),..!.' 

of Mine ...... X.()g9 ................. Area ........... ~9... ......... Acres. Location : ................. sec ... ~0.~.24 ....... TWp .... J}0 .......... Rge· .. JllF; .. .. 
• . ., 2" l'd O'd . .' Ou ·ct f Judith 83 n ""I DIstrIct NO ............. L .............. nSI. e or ~tSI e City Llm~ts .................. J."L.<; ............ : ......... : ....... County a ....................... , .. .. 

:ne. Title and Address of Person Havmg Active Charge of MmIDg OperatIOns and BUsmess m Montana............................ .. .. 

Ole. Title and Address of Person Having Charge of Ta,x Matters in Montana· .... · ...... · .. · .... · ...... · .. · ............................ · .... · ...... J7 . 
I. Total number of tons of are mined or extracted during year ended December 31. 13.8.0....... ...?,.1Q!) ... T.9'O~ ......... ,~ ._. 
2. Yield in constituents of commercial value: . 

..................... oz. of gold @ ...................... per oz. $...................... .. ............... oz. of silver @ ...................... per oz. $ ................... .. 

.................... .lb. of lead @ ...................... per lb. $...................... .. ............... oz. of copper @ ...................... per lb. s ........... , ... 

... ~ ......... .-...... .-............ .-... ~~:.~~.~~~~. ::: :::::::::::::::::::::: .. ~~.: ~:: :::::::::::::'.:'.'.'.'.: :::: :~~:::~.;~:: ~:~~.~.;.~:::::: :::: ::4:: QQ:::::::::::: :;.;:: ::i:~:9.::ii.~~ ... :~· 
GROSS PROCEEDS ___ ._ ot Sapphires DEDUCTIONS 

NOTE. True market value must be given even though 
ducts were sold below such value. or have not been sold 
the time of making the return. 

Gross yield or value in dollars and cent·. 
of products above specified ........................ $ ..... ::9.:-........... .. 

Total Deductions .................................. $ ...... 0.0.:: ........... . 

Net Proceeds ................................................ $ ...... 7.0" ........... . 

. COST OF EXTRACI'ING ORE OR DEPOSIT: 
(a) Labor ..... _ ............................................ $ .. ..I.".cl.: .......... . 

(b) Supplies. Materials. Tools... . ........ $ .. 

(e) Machinery .......................................... $ ...... .. 

(d) Fuel. Power. Li&ht .............................. $ ...................... .. 

(e) Royalties .................... . .. ........ S 

$ .................... - .. 

$ ...................... .. 

(f) Other Expenaes ..................................... $ ....................... . 

$ ....................... . 

Subcontract 
$ ....................... . 

Total Cost .,$J?,.QQ .. )f ... ? •. ~Q.Q .. .I ....... S.?f .... ?9.Q... ....... 

'. COST OF TRANSPORTING CRUDE ORE OR DEPOSIT 
TO MILL. SMELTER OR REDUCTION WORKS: 

(a)&ullu. ~-=.; .... :.:.:;: .......... ~ .. $ .... : ................. .. 
(b) Freight Charges .......................... ~ ... ~:.~. $ ..... : ................ .. 

(c) ................................................................ ~ ...................... .. 

Total Cost ........ UIl.Gl. .. jD .. :U ........ _ $ ....................... . 

COST OF SALE OF CRUDE ORE OR DEPOSIT: 

(a) ............................................................... $ ....................... . 

(b) ................................................................ $ ... : ................... . 

(c) ................................................................ $ ....................... . 

Total Cost ............................................ $ ....... ~.Q:: .......... . 

COST OF' REDUCI'ION OR MILLING: 

(a) Labor ................................................. _ $ ...................... .. 

(b) Supplies. Materiaia, Toole .................. $ ....................... . 

with the schedules below. . 
NOTE. These deductions must be itemized in accoJ' Co 

4. Cost of extracting or mining ore or 
deposit .......................................................... $.S.~ .• .5.QQ ......... . 

6. Cost of transporting crude ore or deposit I 1 
from mine or deposit to reduction works .. $'"''''~''':'I''' ... 

6. Cost of sale of crude are or deposit .......... $ ..... ::Q::.. _ 
7. Cost of reduction of erode are or deposit. $5.5 .•. 0.0.0 ...... _. 
8. Cost of marketing metals and minerals 

and conversion into money ........................ $ ..... ~.,jf .. . 
9. Cost of construction. repairs and better. iI 

ments of mines during year ........................ $ ..... :.~::. .......... . 
10. Cost of repairs and replacements of reo 

~uction works. mills and smelters dur- -0- ~I 

~:p;e::t;~~··~~·;~~~~~·;~~·~~;~::··;;;~ .... $ ....... ~ .... .. 
and smelters ................................................ S ..... ~ ... : ......... .. 

11. 

Total Deductions .................................. $.~}.!,)g.9 ..... .. 

8. COST OF MARKETING AND CONVERSION f' , 
MONEY: 

(a) Freight and Express .......................... $ .................... .. 

(b) Selling Charges or Commission ........ $ ... 

(C) ;~t~; .. ~~~·; .. :: ........ ··· ...... ·::.:::::::::::::::~ .. ::::::::~Q~t 
9. COST OF CONSTRUCTION. REPAIRS AND BETTEr 

MENTS TO MINE: 

::~ ::::::.::::::::::::::.::.::::.::::::::::=:::::::::::::::::::=: ::::::::::::·1:: .. 
(c) ............................................. _ ................. $ .......... _ ....... .. 

. -~:; ;:~;:~~::::::::.~::::::~::::~:~~:::::::~:~=~ 
10. 

~.~~~:=~":~:=::::, 
(b) Repairs to Machinery and 

EqUipment ............................................ $ ........... _ ....... . 

,,) ."~ B,nd; ... f~ """'= ..... _ ...... -l.' ...... . 
(d) ~ew Machinery for Replacement .. ' .. 

UTposes ................. m ........................... $......... . .. 

Total Cost ............................................ $........ .. . 



VISITOR'S REGISTER 

HOUSE ________ T_A_X_A_T_IO_N__________ COMMITTEE 

BILL HB 287 DATE March 22, 1985 

SPONSOR REPRESENTATIVE JACK MOORE 

NAME RESIDENCL REPRESENTING SUP- OP-
PORT POSE 

~(-\ ~A (fEOC-
-,..., .i0> ~ 
~-,-cP"-- _ I r 't:.t) R- K. 

ICkl " i /.Ad fL \ ,1 ~ ~'- IjL~ 12/1- (ltft--I{ ~ Y 
Uot /WetfCiMt11A.J I-kUAlA dtJ 0/1 Cj1"tk~ &t. {;!#tA X 

k?:/L £. J,~, fi~~~~_'LA ~~ , ,-&" 
p/dJ~' O~ nLM~~ mr s7/lT£ IIr.J..-c:aJ ~-

/" I(~ e 
v: ' 

'< I{UI'IL ('-it: \1"'.( a. m"'lN~tt"'C( /"''''UL''''A1(, (C«;':.f,;~ 

" ~ '-J'ru-rtb...~ 6.v-c:t"U--~n;0 
X (';if;;~ (, t<"L,(,..J.. d {~_c'c:...tt.:{.'-'YV 

{J!~,v' ~lMkrv' /J(L\-(i/ l'Yhf. /~kfll-~f-c~t1 X 
GiJ 

( ) 

/ t1'J,AMR~ X 1; 'd_Ulrl. J11,~,4(rt ~L. 
V'-" 

IF YOU CARE TO WRITE COr~ENTS, ASK SECRETARY FOR LONGER FORM. 

WHEN TESTIFYING PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 

FORM CS-



VISITOR'S REGISTER 

HOUSE TAXATION COMMITTEE --------------------------
BILL HB 847 DATE March 22, 1985 

SPONSOR REPRESENTATIVE JACK MOORE 

NAME RESIDENCE REPRESENTING SUP-
PORT 

boN R fiF't\ I~ Ii rJc.. 
M~ t~ i5?1 ') I? "Y> 'f ....., fir Ll-o/~ "'" AL,,~,.;2q_l1,. L---

!,() C/ ~'-£ lTI/ !t~?-, ,v I' 
)1-; 7 /t/ u) //1/ !? {J /~/ ? «(37 1 )-/ s,/<£ /?' g-

l il ;;",0.. \ '\::)'ill\.5 ~I'\'Q n c,- Lu-=r fJ:= f.--/' 

-

IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR LONGER FORM. 

WHEN TESTIFYING PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 

FOro! CS-33 

i 
'1 

I 

, 

OP- I 
POSE j 

V- I 
I 

, ---" J..-- 11 

J 
I 

- --,-

1 
~ 
J 

'II 
] 
; 
~ 
I 

J 
I 

11 

I 
JI 

I 
:' 

I 
I 



VISITOR'S REGISTER 

HOUSE TAXATION COMMITTEE ------------------------
BILL SENATE BILL 280 DATE March 22, 1985 

SPONSOR SENATOR B. WILLIAMS 

FORM 

NAME RESIDENCL REPRESENTING SUP- OP­
PORT POSE 

IF YOU CARE TO WRITE COr4MENTS, ASK SECRETARY FOR LONGER FORM. 

WHEN TESTIFYING PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 



• 

VISITOR'S REGISTER 

HOUSE ________ T_A_X_A_T_I_O_N____________ COMMITTEE 

BILL SB 400 
--------~~~--------------

DATE Harch 22, 1985 

SPONSOR SENATOR YELLOWTAIL --------------------------
-i 

~========~============~==========~~~~. 
NAME RESIDENCi:: REPRESENTING sup- OP-I 

PORT POSE 1 

I 

~------~--------~------~~II 

IF YOU CARE TO WRITE COHMENTS, ASK SECRETARY FOR :LONGER FORM. 

WHEN TESTIFYING PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 

FORM CS-33 
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I 
I 



VISITORS' REGISTER 

TAXATION COMMITTEE ----------------------------

BILL NO. HB 937 DATE ____ M_a_r_c_h __ 2_2~,_1_9_8_5 __________ ___ 

SPONSOR REPRESENTATIVE FRITZ 

-----------------------------~------------------------r----------------
NAME (plea;;e pri!lt) RESI9J?NCE SUPPORT OPPOSE 

/ kJ.--- C1 (/--e'L"vvv.A L,;., __ / L_ r:--.. 

// 
(/ 

, 

r1t{."j'!}--o'1ci/-, c /V~1t\ /...;-, 

x 

x 

... x ... 
y 

> 

X 

IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR WITNESS STATEHENT FORM. 

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 

CS-33 




