
MINUTES 

MONTANA HOUSE OF REPRESENTATIVES 
51st LEGISLATURE - REGULAR SESSION 

COMMITTEE ON TAXATION 

Call to Order: By Chairman Harrington, on March 28, 1989, at 
8:00 a.m. 

ROLL CALL 

Members Present: All 

Members Excused: None 

Members Absent: None 

Staff Present: Greg Petesch, Legislative Council 

Announcements/Discussion: None. 

HEARING ON SENATE BILL 368 

Presentation and Opening Statement by Sponsor: 

Senator Tom Keating, District 44, stated SB 368 was a 
request for the continuation of a tax exemption. He 
submitted a document to the committee on stripper oil well 
production taxes. (Exhibit 1). He said stripper wells are 
any oil well producing up to ten barrels per day and the 
bill deals with these particular wells. He said the tax 
exemption sunsets April 1, 1989 and SB 368 extends this date 
for two years. Sen. Keating stated the majority of the 
wells in Montana are stripper wells and it is important they 
have the tax exemption since this will extend their 
production limits and retain present jobs. 

Testifying Proponents and Who They Represent: 

William Ballard, Balcron Oil Company 
Harold Ude, CENEX 
Janelle Fallon, Executive Director, Montana Petroleum 

Association 
Doug Abelin, Lobbyist, Montana Gas & Oil Association 

Proponent Testimony: 

William Ballard spoke in support of the bill. (Exhibit 2). 

Harold Ude stated his company is an oil and gas producer. 
He said their production will be extended by this bill. He 
urged support. 

Janelle Fallon submitted a document to the committee on the 
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local tax contributions of oil and gas net proceeds. 
(Exhibit 3). Ms. Fallon stated the severance tax is one of 
several paid on oil and gas. She said with severance tax 
relief, the wells can keep operating. She urged the 
committee's support. 

Doug Abelin stated since the original bill was passed 
granting the tax exemption, there has been a 20% increase in 
activity in the oil fields. Mr. Abelin said he believed the 
bill had a great deal to do with this expansion. He urged 
passage of the bill. 

Testifying Opponents and Who They Represent: 

Rock Ringling, Montana Alliance for Progressive Policy 

Opponent Testimony: 

Rock Ringling stated since 1981, there has been $185,000.00 
in tax breaks for oil companies. He said with the current 
state revenue shortage, he urged defeat of the bill. 

Questions From Committee Members: Rep. Hoffman asked Mr. Ballard 
if a stripper well was abandoned, would it be lost forever. 
Mr. Ballard replied it would since the expense to reopen the 
well would be prohibitive. Rep. Hoffman then asked if the 
rate of pumping on a well could be controlled by the 
producer. Mr. Ballard stated this could be done but no 
prudent operator would do this since they would lose 
profits. 

Closing by Sponsor: Sen. Keating said the international price of 
oil is a driving factor on production. He stated oil is 
currently $20.00 per barrel internationally and $17.00 to 
$18.00 in Montana due to transportation factors and the 
crude gravity which is lower than the optimum. Sen. Keating 
said the 2% exemption has aided production in the state and 
provided jobs. He stated in 1987, the oil producers paid 
over $44,000,000.00 in taxes to the counties and over 
$18,000,000.00 to the state and the industry is a viable 
part of the Montana economy. 

DISPOSITION OF SENATE BILL 368 

Motion: None. 

Discussion: None. 

Amendments, Discussion, and Votes: None. 

Recommendation and Vote: None. Action will be taken at a later 
date. 

HEARING ON SENATE BILL 379 
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Presentation and Opening Statement by Sponsor: 

Senator Hubert Abrams, District 12, stated SB 379 is a bill 
to change the taxation rate on one ton trucks to compare 
with three-quarter ton trucks. 

Testifying Proponents and Who They Represent: 

Ann Scott, Concerned Citizen, Simms 

Proponent Testimony: 

Ann Scott stated the original statute was enacted at a time 
when there was considerable difference between one ton and 
three-quarter trucks. She said they are currently very 
similar in size and a one ton truck is considered a light 
truck today. She urged support of the bill. 

Testifying Opponents and Who They Represent: 

None. 

Opponent Testimony: 

None. 

Questions From Committee Members: Chairman Harrington stated HB 
35 contains this same concept and the two bills could be 
coordinated. Sen. Abrams agreed. 

Rep. Elliott asked Sen. Abrams what the tax difference was 
between the one ton and three-fourths ton truck. Sen. 
Abrams replied the one tone was 13% and the three-fourths 
was 2%. 

Closing by Sponsor: Sen. Abrams stated the bill was simply an 
effort to make taxation on one ton vehicles more equitable. 

DISPOSITION OF SENATE BILL 379 

Motion: None. 

Discussion: None. 

Amendments, Discussion, and Votes: None. 

Recommendation and Vote: None. Action will be taken at a later 
date. 

HEARING ON SENATE BILL 339 

Presentation and Opening Statement by Sponsor: 

Senator Delwyn Gage, District 5, stated SB 339 would revise 
the income tax laws for the state of Montana. He referred 
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to page 7, lines 5 through 11. He said if a married couple 
file a joint federal return, by federal law they are allowed 
up to a $25,000.00 rental loss. He stated with this bill, 
if they file separately on their state return, they can each 
deduct $12,500.00 on the rental loss. Sen. Gage said this 
is a clarification of the federal law. He said lines 19 and 
20 covered the small business returns in regard to 
Subchapter S which allows the taxpayer to file a copy of 
their federal return with the state as their election to be 
taxed on Subchapter S. Sen. Gage said, if the taxpayer 
forgets to file the federal copy, the state will give them 
notice they did not receive it; the taxpayer then has sixty 
days to respond. Sen. Gage stated the bill is mainly a 
clarification of issues. 

Testifying Proponents and Who They Represent: 

None. 

Proponent Testimony: 

None. 

Testifying Opponents and Who They Represent: 

None. 

Opponent Testimony: 

None. 

Questions From Committee Members: Rep. Ellison asked Sen. Gage 
about Rep. Hannah's bill that deals with Subchapter S 
taxation. Sen. Gage stated the two could be coordinated. 

Rep. Driscoll asked Sen. Gage about the depreciation of 
rental property. Sen. Gage replied these are usually 
depreciated over 18 to 20 years according to the present 
depreciation schedule. 

Closing by Sponsor: Sen. Gage stated the bill was primarily a 
clarification of issues. He said he had no objection to 
coordinating the bill with Rep. Hannah's bill regarding 
Subchapter S. 

DISPOSITION OF SENATE BILL 339 

Motion: None. 

Discussion: None. 

Amendments, Discussion, and Votes: None. 

Recommendation and Vote: None. Action will be taken at a later 
date. 
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HEARING ON HOUSE BILL 790 

Presentation and Opening Statement by Sponsor: 

Rep. Ben Cohen, District 3, stated HB 790 is an act 
establishing a severance tax on cutting timber in Montana. 
He submitted a document to the committee describing forest 
taxation in the state. (Exhibit 4). He stated the tax rate 
is $.20 per 1,000 board feet of timber which would produce 
$1.00 for eve~y logging truck that comes into a mill. Rep. 
Cohen stated the tax would be paid quarterly and the form 
currently used for recording the volume of lumber coming 
from private lands would be used to report the tax. He said 
this form would include reporting the volume of lumber from 
federal and state lands as well as private. Rep. Cohen 
stated the tax would be used by the Department of Revenue 
only to promote and oversee the use of best management 
practices by persons involved in timber sale planning, 
associated road construction and reconstruction, associated 
timber harvesting, some preparation and related activities. 
He said the department indicated they would need $120,000.00 
to implement the tax. Rep. Cohen stated 1.2 billion board 
feet of lumber is harvested annually in Montana which would 
produce approximately $240,000.00 per year in revenue. He 
urged passage of the bill in order to provide protection for 
the state's forests and lands. 

Testifying Proponents and Who They Represent: 

Ken Wilson, Sierra Club 
Janet Ellis, Montana Audubon Legislative Fund 
Jim Jensen, Executive Director, Montana Environmental 

Information Center 

Proponent Testimony: 

Ken Wilson stated the Sierra Club supported the bill. He 
said this is a minimal tax and will be part of a supplement 
to implement HB 678. He suggested putting the tax proceeds 
into a trust fund similar to the coal severance tax trust 
fund. Mr. Wilson said timber is a renewable resource but 
there is no guarantee that the current level of jobs in the 
industry will be maintained since many jobs are being 
curtailed due to mechanization. He said the trust fund 
would be a source of cushioning for these economic losses. 
He urged support of the bill. 

Janet Ellis stated her organization supports the bill since 
they are interested in funding education and promotion of 
best management practices on timber land. She submitted a 
document to the committee regarding the industry's 
production and layoffs. (Exhibit 5). Ms. Ellis stated 
production has been at record highs but layoffs are also at 
record highs due to mechanization and industry changes. 
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Jim Jensen stated harvesting beyond sustained yield in the 
industry is destroying the forests and environment of the 
state. He said this bill is a small step toward collecting 
payment by the industry for their destructive practices. 

Testifying Opponents and Who They Represent: 

Don Allen, Executive Director, Montana Wood Products 
Association 

Mark Simonich, F.H. Stoltze Land & Lumber, Columbia Falls 
Gerald Parker, Pyramid Mountain Lumber 
Keith Olson, Executive Director, Montana Logging Association 
Jack Mahon, Operations Manager, Sequoia Forest Industries 
Rep. Bob Gilbert, House District 20 

Opponent Testimony: 

Don Allen stated $100,000.00 has been added to HB 100 to 
fund implementation of HB 678. He said this was sufficient 
and he supported this funding. He stated the industry 
deserves the chance to implement a voluntary program for two 
years to report any planned activities on the land. He said 
this bill would be taxation on mills that do not own timber 
land and double taxation on those that do. He stated the 
administrative costs would be further expense and would 
encourage reduction of 25% monies that are currently 
returned to the timber harvesting counties. He urged defeat 
of the bill. 

Mark Simonich stated Rep. Cohen had called his company to 
discuss the bill. He said his employer was not opposed to 
the severance tax but would have to see the bill before he 
could promise support. Mr. Simonich said they could not 
support the bill as written. He said the bill assumes the 
forest management education would be done by the Department 
of State Lands. Mr. Simonich stated this was not the case 
since the mills are doing this currently. He urged defeat 
of the bill. 

Gerald Parker stated his business was heavily dependent upon 
forest service and state timber. He said they did not own 
any timber land. He said the severance tax would not be 
appropriate and funding for the best management practices 
education should come from the general fund. 

Keith Olson stated his organization opposed the bill for the 
same reasons stated by the previous opponents. 

Jack Mahon stated his company did not own timber lands but 
their operations were a significant part of the timber 
industry in Montana. He said they were committed to good 
land management practices. He recommended the state work to 
improve the business climate in general. 
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Rep. Bob Gilbert stated no further funding was necessary in 
regard to the timber industry. He said many meetings were 
held with members of the industry and environmental people 
as well as legislators to develop a good, logical best 
management practices program that would be used on a 
voluntary basis. He said this is designed to benefit the 
people of the state of Montana and funding should come from 
the general fund. He urged the committee to defeat the 
bill. 

Questions From Committee Members: Rep. O'Keefe asked Mr. Allen 
if he could tell him the average cost per thousand for the 
timber taken from state lands. Mr. Allen stated he could 
not answer. Mr. Parker responded between $70.00 and $80.00. 
Rep. O'Keefe then asked Mr. Allen if all of the neighboring 
states had this type of severance tax. Mr. Allen replied 
there are some states that do, but it is usually not for the 
same purposes. He said this bill is adding another tax upon 
an existing tax. 

Closing by Sponsor: Rep. Cohen stated this was not a tax on the 
landowner or the logger but is a tax to the person who buys 
the timber. He said they are paying $70.00 to $80.00 per 
1,000 board feet and the tax is only $.20 per 1,000 board 
feet. Rep. Cohen stated HB 100 was not sufficiently funded 
and the general fund is already overloaded. He said there 
is a severance tax on oil and coal on federal as well as 
private lands and there is no reason why there should not be 
one on timber. He said hillsides logged fifteen to thirty 
years ago have had no natural reproduction take place. He 
stated it takes many years for trees to reach maturity so 
the industry claims of timber coming back are inaccurate. 
Rep. Cohen said forest destruction changes the climate of 
the land and it becomes a desert. He urged the committee to 
seriously consider the bill. 

DISPOSITION OF HOUSE BILL 790 

Motion: DO PASS by Rep. Cohen. 

Discussion: None. 

Amendments, Discussion, and Votes: None. 

Recommendation and Vote: Motion FAILED by an 11 to 7 roll call 
vote. The vote was reversed by a unanimous voice vote. 

EXECUTIVE SESSION 

DISPOSITION OF HOUSE BILL 764 HEARD ON MARCH 16: 

MOTION: DO PASS by Rep. Raney. He proposed and moved an 
amendment to the bill. 
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DISCUSSION: Rep. Raney stated the bill effects both corporate 
and individual income tax. He said the 6% alternative minimum 
tax is not equitable with the federal alternative minimum tax, 
therefore he proposed to amend the bill reducing the percentage 
from 5% to 4%, on page 55, lines 2 and 6 of the bill. 

Rep. Ream stated he supported the bill and the amendment. 
said this was the best income tax reform bill before the 
committee. Rep. O'Keefe asked what the changes would be in 
fiscal note with the percentage change. Rep. Raney replied 
was not certain but he thought it would be about one-third. 
Ream said he thought it would be one-half. 

He 

the 
he 

Rep. 

The motion to DO PASS on the amendment CARRIED by a unanimous 
voice vote. 

Rep. Driscoll moved on page 7, line 8, to being the indexing as 
of June, 1989. Rep. Raney responded if the reindexing begins 
with 1989 rather than indexing back to 1980 as the bill currently 
states, then the revenue would be $19,000,000.00 rather than 
$34,000,000.00. He stated he would prefer to leave this as the 
bill is written. Rep. Driscoll agreed to withdraw his motion. 
He asked Rep. Raney about the personal exemption. Rep. Raney 
responded the personal exemption is $2,000.00 per person. Rep. 
Gilbert asked Rep. Raney to explain section 25, page 53. Rep. 
Raney replied this eliminates 243 and 245 which taxes corporate 
dividends going from a subsidiary to the parent company and 
inserts the alternative minimum tax. Rep. Gilbert said this was 
double taxation on corporate dividends. Rep. Raney replied this 
was true in a way but it depended upon where the holding company 
was located since dividends going out of the state were not taxed 
by Montana. Rep. Gilbert stated Montana corporations and banks 
have holding companies and they would also be effected. 

The motion to DO PASS AS AMENDED CARRIED by a 10 to 8 roll call 
vote. 

DISPOSITION OF HOUSE BILL 475 HEARD ON MARCH 10: 

MOTION: DO PASS by Rep. Cohen. He also proposed and moved 
amendments to the bill. 

DISCUSSION: Rep. Cohen submitted a document on the bill to the 
committee. (Exhibit 6). He stated his amendments included 
striking the homeowner exemption from the bill for the present 
and requested that the committee move the bill as a 
reclassification bill only. Rep. Cohen said he would amend the 
bill to reinstate the homeowner exemption on the House floor. 
Rep. Cohen stated in class 6, he proposed that the rate of 
corporations over 11% be reduced to 11%, otherwise the tax rates 
remain the same. Rep. Good asked what the impact would be on 
local government. Rep. Cohen stated the class 6 property that 
involved a tax levy change would be a $1.5 million impact. Rep. 
Good stated she did not think local governments could afford this 
revenue loss. Rep. Driscoll asked if Rep. Cohen had looked at 
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the fiscal impact of reducing everything to 8% except what is 
currently below 8%. Rep. Cohen replied he could do this on his 
computer and suggested Rep. Driscoll propose this as an amendment 
on the House floor. 

The motion to DO PASS on the amendments CARRIED by a 17 to 1 
voice vote with Rep. Gilbert voting no. 

The motion to DO PASS AS AMENDED CARRIED by a 10 to 8 voice vote 
with Reps. Gilbert, Hoffman, Rehberg, Good, Hanson, Patterson, 
Elliott, and Giacometto voting no. 

DISPOSITION OF HOUSE BILL 125 HEARD ON JANUARY 20 AND TABLED ON 
MARCH 10: 

MOTION: TO RECONSIDER by Rep. Ream. He moved to amend the bill 
to exclude everything but the first two lines on page 7 which 
states that levies would be allowed for economic development 
under 1105. 

The motion to RECONSIDER CARRIED by a 13 to 5 voice vote with 
Reps. Patterson, Rehberg, Giacometto, Ellison and Gilbert voting 
no. 

MOTION: DO PASS on the bill by Rep. Ream. He also moved his 
amendment to the bill. 

DISCUSSION: Rep. Gilbert asked if the mill levy was permissive. 
Rep. Ream replied it was since it was up to the local government. 
Rep. Giacometto stated he agreed this was a good thing that 
should happen but it was the opposite of the intent of 1105. 
Rep. Patterson stated Rep. Addy's bill which would be heard deals 
with a local option tax and if this goes to a vote of the people, 
it will bring in additional revenue for the general fund. He 
said this bill would be an additional mill levy which would be 
taking advantage of both issues. Rep. Ream replied this is a 
specific mill levy for a specific purpose and it does require a 
vote of the people so he did not see this as a problem. 

The motion to DO PASS on the amendments CARRIED by a 17 to 1 
voice vote with Rep. Gilbert voting no. On the motion to DO PASS 
AS AMENDED, the motion CARRIED by an 11 to 7 roll call vote. 

ADJOURNMENT 

Adjournment At: 10:00 a.m. 

DH/lj 
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DAILY ROLL CALL 

TAXATION 

51st LEGISLATIVE SESSION 

COMMITTEE 

1989 

Date March 28, 1989 
---- - ---

------------------------------- -----~ -- -----------------------
NAME PRE NT ABSENT EXCUSED 
Harrington, Dan, Chairman 

Ream, Bob, Vice Chairman V 
'Cohen, Ben / 
Driscoll, Jerry ,/ , 

Eliott, Jim ;/ 

Koehnke, Francis y-
O'Keefe, Mark /, 
Raney, Bob if 
Schye, Ted V 
Stang, Barry V' 
Ellison, Orval V 
Giacometto, Leo ~ 
Gilbert, Bob V, 
Good, Susan V'/ 

, . . V Hanson, Marian 

Hoffman, Robert / 
Patterson, John V/,· 
Rehberg, Dennis V' 
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ST~DING COMMITTEE REPORT 

March 28, 1989 

Page 1 of 1 

Mr. Speaker: We, the committee on Taxation report that HOUSE 

BILL 790 (first reading copy -- white) do NOT pass • 

691238SC.HBV 



STANDING COMMITTEE REPORT 

March 28, 198'9 

Page 1 of 1 

~J. Speaker: We, the committee on Taxation report that HOUSE 

BILL 764 (first reading copy -- white) do pass as amended • 

/ jl/I ,'/ 

Si d 
'/ .-L/', ,{/ ~ 

gne : __ ~=-_r~/~r __ ~:'~/~'_-~,'~:~(~/ __ ~'~--__ __ 

And, that such amendments read: 

1. Page 55, line 2. 
Strike: "6,19 
Insert: "n" 
2. Page 55, line 6. 
Strike: 196%" 
Insert: 194%" 

Dan Harrfngton, 9hairman 

691234SC.HBV 

.. ---" 
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Mr. Speaker: We, the committee on Taxation report that House 

Bill 475 (first reading copy -- white) do pass as amended • 

Si9ned: ____ ~~~--~'-·~!~·.~'~!-·~·~'~~---
Dan Harrington, Chairman 

And, that such amendments read: 

1. Title, lines 6 through 15. 
Strike: lines 6 through 15 in their entirety 

2. Title, lin~s 16 through 20. 
Following: "SECTIONS" on line 16 
Strike: remainder of line 16 through "7-34-2131,· on line 20 

3. Title, line 21 • 
Following: "15-6-201" 
Strike: "15-6-207, 15-8-111, 15-8-201,· 
Following: "15-8-205,· 
Strike: "15-8-405,· 

4. Title, line 22. 
Following: line 21 
Strike: "15-8-706," 
Following: "15-10-402," 
Strike: "15-10-412," 

'5. Title, line 23. 
Strike: "15-24-301, 15-24-302, 15-24-921, 15-24-925,· 
Following: "15-24-1102," 
Insert: "Ar.."D W 

6. Title, page 1, line 24 through page 2, line 1. 
Following: "15-24-1103," 
Strike: remainder of line 24 through "85-7-2001," on line 1 

7. Title, page 2, lines 3 through 5. 
Following: line 2' 
Insert: "AND" 
Following: "15-6-146," 
Strike: remainder of line 3 through "81-7-118," on line 5 

8. Title, page 2, line 6. 
Followini: "AND" 
Insert: AN" 

691454SC.HRT /' I 
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9. Title, page 2, line 7. 
Strike: "DATES" 
Insert: "DATE-

10. Page 2, line 10 through page 19, line 20. 
Strike: sections 1 through 21 in their entirety 
Renumber: subsequent sections 

11. Page 39, lines 22 through 25. 
Strike: subsection (r) in its entirety 
Renumber: subsequent subsections 

12. Page 41, line 5 through page 46 line 4. 
Strike: sections 29 through 31 in their entirety 
Renu~~er: subsequent sections 

13. Page 46, line 11 through page 47, line 10. 
Strike: sections 33 and 34 in their entirety 
Renumber: subsequent sections 

14. Page 48, line 9 through page 53, line 9. 
Strike: section 36 in its entirety 

15. Page 55, line 2 through page 60, line 10. 
Strike: sections 39 through 44 in their entirety 
Renumber: .subsequent sections 

16. Page 61, line 13 through page 78, line 3. 
Strike: sections 47 through 60 in their entirety 
Renumber: subsequent sections 

17. Page 78, lines 5 through 8. 
Following: 815-6-144,· 
Insert: "AND" 
Following: "15-6-146," 

l-1arch 28, 1989 
Page 2 of J 

Strike: remainder of line 5 through "81-7-118," on line 8 

18. Page 78, lines 9 through 13. 
Strike: section 62 in its entirety 
Renumber: subsequent sections 

19. Page 79, lines 15 and 16. 
Strike: "dates" 
Insert: "date h 

Following: "." 
Strike: remainder of line 15 through "this" on line 16 
Insert: "[This" 

691454SC.HRT K" I 
I 
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20. Page 79, lines 18 through 20 •. 
Strike: subsection (2) in its entirety 

March 28, 1989 
Page 3 of J 
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Mr. Speaker: We, the committee on Taxation report that HOUSE 

BILL 125 (first reading copy -- white) do pass as amended • 

And, that such amendments read: 

1. Title, lines 5 through 8. 
Following: "FREEZE" on line 5 
Strike: remainder of line 5 through "YEAR" on line 8 

2. Title, lines 10 through 13. 
Following: "DEVELOPMENT" on line 10 
Strike: remainder of line 10 through "LIMITATION" on line 13 

3. Page 1, line 19"throuqh page 2, line 18. 
Strike: section 1 in its entirety 
Renumber: subsequent sections 

4. Page 5, lines 23 and 24. 
Strike: ": 

- (a)" 

5. Page 6, line 3. 
Following: »~" 
Insert: "in no case may" 
Following: "the" 
Strike: "number" 

6. Page 6, line 4. 
Strike: "of" 
Following:-" levied" 
Strike: remainder of line 4 

7. Page 6, lines 7 through 10. 
Strike: subsection (b) in its entirety 

8. Page 6, line 12. 
Strike: ", budget category," 

691228SC.HBV 
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9.Paqe 6, line 25. 
Followinq: "," 
Insert: "andY 

March 28, 1989 
Paqe2 of 2 

10. Paqe 7, lines 2 throuqh 5. 
Following: "90-5-112" 
Strike:' remainder of line. 2 through "control" on line 5 

11. Page 7, line 6. 
Strike: "(a)" 

12. Page 7, lines 8 through 15. 
Following: "liability" on line 8 
Strike: remainder of line 8 through "held" on line 15 

13. Page 7, li~e 18. 
Strike: "(1)" 
Insert: "liT" 
Renumber: subsequent subsections 

691228SC.HBV 
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BALCRON 
OIL COMPANY 
P.O. Box 21017 
1801 Lewis Avenue Building 
Billings, MT 69104 
(406) 269-7860 

House Taxation committee 
State Capitol 
Helena, MT 59620 

Dear Committee Members: 

March 15, 1989 

Re: Senate Bill 368 

Stripper wells are an important part of Montana I soil 
and gas industry; approximately 58% of this state's producing 
wells fall into this classification. The 1987 legislature 
provided significant tax relief for these low productive, 
high cost wells due to the devastating drop in oil prices 
and the need to keep this significant part of our net 
proceeds and income tax base providing revenue. 

Tax relief for wells producing between 5 and 10 barrels 
per day is due to sunset on March 31, 1989 unless SB368 is 
passed. It is important that the lower tax rate be continued 
for two more years because the world price situation is as 
unstable now as it was in 1987, and we must do everything 
possible to keep stripper wells producing. 

Many Montana producers have their entire livelihood tied 
to stripper production and they will remain in economic 
jeopardy as long as oil is less than $20 per barrel. Table 1 
and graph 1 are based on Balcron oil Company wells in the 
eastern half of the state. These illustrations vividly show 
the relationship between production costs, producing rates 
and profitability. Note that in general, the lower the 
productivity (barrels per day), the higher the cost per 
barrel). In other words, as productivity declines over the 
life of a well operating costs stay the same and costs per 
barrel go up. The graph shows that at $15 per barrel, wells 
making less than 15 barrels per day are losing money. A 
well making 7 barrels per day (well A on graph) breaks even 
at $19.70 per barrel, a price which has not existed since 
1985. 



House Taxation committee 
March 15, 1989 
Page 2 

Graph 2 shows the number of stripper \'lells producing in 
the state from 1977 to the beginning of 1989 and the number 
of stripper well abandonments from 1983 through 1988. Note 
that the number of strippers has been increasing each year 
since 1977 and that since 1982 the rate of increase 
accelerated. Also, note that the number of abandonments 
dropped dramatically in 1987 and 1988 as compared to 1985 and 
1986, . no doubt due to the lower tax rate implemented in 
1987. 

Balcron believes that oil prices will improve in the 
decade ahead, and for that reason we are attempting to keep 
our stripper wells producing so the reserves in these wells 
will not be lost. It is to the state's advantage also to 
preserve these reserves as they represent millions of dollars 
in future revenue to the State in both production and income 
taxes. As a producer we are researching ways of cutting 
costs and Senate Bill 368 will help in this respect. I urge 
you to pass this bill and join us in this effort to save a 
significant asset. 

WWB:acf 

Very truly yours, 

W. W. Ballard 
President 
Balcron Oil Company 
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P.O. Box 139B 
Billings. Montana 59103 

, (406) 252-3871 ' 

LOCAL TAX CONTRIBUTIONS OF'OIL ,AND GAS NET PROCEEDS 

50 Barrels of oil per aay@ $16.25 per'barrel or comparable value 
of gas 

ANNUAL TAX 

50 x 365 x $16.25 = Gross value 
I Net proceeas ~ax on oil @ 1~ 

Ne~ proceeas tax on gas @ 12% 

I ANNUAL TAX @ 200 MILLS 

3 year 010 stock cows - $343.00 x 4~ x 200 mills 
Average grazing lana - $3.12 x 30~ x 200 mills 
Average cultlvatea aryland -

$30.00 x 30~ x 200 mills 
Average cultiva~ea irrigated-

$50.00 x30~ ,x 200 mills 

$296.562.00 
20.159.00 
35.581.00 

$2.14 
.23 

1.80 

3.00 

In order to generate the same revenue for local government ana 
schools. that the above oil ana gas taxes will raise. it will 
take the following: 

Stock cows vs oil 
Stock cows vs gas 
Grazlnglana vs oil 
Grazlng land vs gas 
Cul~lvatea arylana vs oil 
Cultlvatea arylana vs gas 
Cultivatea irrlgatea vs 011 

Cutllvatea lrrlgatea vs gas 

1.516 cows 
12.988 cows 
90,251 acres 

154,126 acres 
11,533 acres 
19,710 acres 
6,920 acres 

11,862 acres 

This comparison is not to impy that agriculture aoes not pay its 
share of the tax loaa, but to illustrate how the adaitlon of oil 
ana gas to the tax rolls compares wlth other taxaole property. 

Slnce lana cannot be aaaea, the o~~y. way to increase revenue from 
it is to improve lt so that it flts a different class, or raise 
the taxes. 

" . 
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FOREST TAXATION IN MONTANA 

A STUDY OF MONTANA'S CURRENT FOREST 
AD VALOREM SYSTEM, THE PRODUCTIVITY TAX, 

THE SEVERANCE TAX AND THE YIELD TAX 

December 1987 

Randy Piearson 
Staff Forester 
Department of Revenue 
Property Assessment Division 
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Montana Timber Industry: 
Record Production/Record Layoffs 

lIIons of Board Feet 
.. of limber 

3000~------------------------------------------------------------~ 

c 

Il.. 2000 

.. 

Lumber Production 
1966 - 1986 

Layoffs 
1979 - 1986 
= 2,000 Jobs 

Source (Lumber Production): Western Wood Products Association. 
'Statistical Yearbook of the Western Lumber Industry' (Portland. OR 1966-1985) 

Source (Labor): Montana Bureau of Business and Economic Research. 
'Montana Business Quaterly' Winter. 1987 
Charles E. Keegan III and Paul E. Polzln 
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... .1 

What Explains the Loss of Timber Jobs In Montana? 
(Is Wilderness the Problem?) 

liThe industry i1'l the Northwest is shifting from large-diameter, old-growth tillli'er 
to smaller diameter, YOlmger timber." 
"Major changes in employment and labor income came about primarily from 1necJla­
nization and structural changes in the industry." 

Three Basic Changes In the Timber Industry From 1979-1986 
1) Manufacturing Costs 

Average cost lumber 
A verage cost lumber 

1979 = S136/MBF> 
1986 = $ 97/MBF DOWN 29% 

tFactors: Capital investment, changing raw material specifications, market conditions, quantities 
produced, lower 'wages, and increased efficiency.) . 

2) Wages 
Average labor cost 
Average labor cost 

1979 = $79 MBF> 
1986 =$38 MBF DOWN 52% 

Average salary, wood product worker 

3) Output Per Worker 
Average 
Average 

1979 = $24,774/year> 
1986 = $21,730/year DOWN 13% 

1979 = 315,000 board feet of production per worker> ) ('; 
1986 = 570,000 board feet of production per worker . UI 80 k· 

"TIll: cfltmgrs dn not ~i:?"nl at! end to the wood products industry, amt ill fnct, /Ilay 
improve its ability to cOlllpete il1 tllc long nl7'i. But the very changes tllnt enslIre 
survival also will hape a negative influence on the eCOl'lOmy of the Pacific Northwest." 

Source: "Trends in the Wood and Papt'r Products Industry and Their Impact on the Economy ll\ the I'.Kiiic N(lrth\\L'st," 
rh"rl/\1.! 1= Kf'I'IT;m III and Palll E. P(llzin, "Montana Business Quarterly," Winter 1987 (University oi Montana Bureau of 
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VISITORS' REGISTER 

HOUSE TAXATION COMMITTEE 
----~~~---------------

DILL NO. DATE --------------------------
March 28, 1989 

Sen. Tom Keating SPONSOR _____________ _ 

-----------------------------~------------------------~ -------- -------
NAME (please print) RESIDENCE SUPPORT OPPOSE 

£buG- !l /;~ L I /1./ 
~o >- ~ ~c{; ,.(/{,I-. '5/~ V I r' u r- g ~ JI/ ;;;-'. f11f .--

t' JA-J/ELI e fiL LA.A/ /1 cLE A/4- L---

/ j 'cJ ,c;~1c L1 de t' ~ Y/) F- '" V 

~~0'V\ MOY\T~X ~ 

tl}. (II' Jqd}/a/l J.. 13 eLI r A-/t')~ X 
-v 

l--

IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR WITNESS STATEMENT FORM. 

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 

CS-33 



VISITORS' REGISTER 

HOUSE TAXATION COMMITTEE 
------~~~~--------------

DATE March 28, 1989 

SPONSOR Sen. Hubert Abrams 

-----------------------------~------------------------r--------
NAME (please print) RESIDENCE SUPPORT OPPOSE 

J U 

IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR WITNESS STATE~1ENT FORM. 

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 

CS-33 



--

l-

. -.... 

VISITORS' REGISTER 

HOUSE TAXATION COMMITTEE 
------~~~~--------------

DATE March 28, 1989 

SPONSOR 
Sen. Delwyn Gage 

-----------------------------~------------------------ ~-------- -------
NAME (please print) RESIDENCE SUPPORT OPPOSE 

.-

. , . 
, 

.-

IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR WITNESS STATEMENT FORM. 

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY . 

CS-33 



VISITORS' REGISTER 

HOUSE TAXATION ---------------------------
NO rHB.790' SILL . 

S PONSOR _R_e~p_._B_en_C_O_h_e_n __ _ 

-----------------------------
NAME (please print) 

DATE 

RESIDENCE 

COMMITTEE 

March 28, 1989 
---------------------------

SUPPORT OPPOSE 

x 

x 

IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR WITNESS STATEMENT FORM. 

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 

CS-JJ 



( 

ROLL CALL VOTE 

_______ T_A_XA_T_I_O_N ___________ CO'l1UTTEE 

DATE March 28, 1989 BILL NO. HB 790 N~ER. --------------- ----------

NAME AYEb NAY 
Cohen, Ben J/L.. 
Driscoll. Jerrv .". ~ 

Elliott L Jim 
-],7 _ 

Ellison Orval V./ 
Giacometto, Leo V.-
Gilbert. Bob V L 

Good, Susan VA 
Hanson. Marian V~ 
Ho f fman .~oberJ~ Vi 

Jgehnke. Francis ~ V 
O'Keefe, Mark ~ --Patterson, John ;' V 
Raney, Bob v ., 
Ream, Bob V " Rehberg, Dennis /L V 
Schye, Ted V .J 

Stang. Barry "Spook" 6- V 
Harrinqton, Dan, Chairman j{ 

TALLY _-'1 /1/ 

a~ 411a F'T AA~ '.- 'a~,,,,~ 
Secreta 

MOTION: 
DO PASS. 

Form CS-31 
Rev. 1985 

Chairman , 
FAILED. VOTE REVERSRD. 

-



ROLL CALL VOTE 

TAXATION CO'1HITTEE ----------------------------------------------
DATE March 28, 1989 BILL NO. HB 764 NU~BE~ ----------

NAME AYlj! NAY 
Cohen, Ben V; 
Drisco~l Jerrv y/ 
Elliott, Jim ~ j 

Ellison. Orval VA" 
Giacometto, Leo ~/ 
Gilbert, Bob V., 
Good, Susan V~ 
Hanson. Marian V" 
Hoffman, ~ober_t L V 

~ehnke, Francis ~J;. 
O'Keefe, Mark V .., 
Patterson, John 

1.> V 
Raney, Bob JL 
Ream, Bob ~ /' 
Rehberq, Dennis ~ V 
Schye, Ted ~£ 
Stanq, Barry "Spook" V'h 
Harrington1 DanJ Chairman ~ 

~ 

TALLY A itk ~ 
:f~~)4--- ~ 

SecretarY 

MOTION: DO PASS AS AHENDED. CARRIED. 

Form CS-31 
Rev. 1985 

Chairfnan , 



( 

( 

ROLL CALL VOTE 

TAXATION CO~1UITTEE ---------------------------------------------
DATE March 28, 1989 BILL NO. __ H_B __ 1_2_S _______ NU~BER __________ __ 

NAME 
Cohen, Ben 
Driscoll Jerrv 
Elliott, Jim 
Ellison. Orval 
Giacometto--,- Leo 
Gilbert Bob -

Good, Susan 
Hanson, Marian 
Ho f fman ,~oberJ~ 

~ehnke, Francis 
O'Keefe, Mark 
Patterson, John 
Raney, Bob 
Ream, Bob 
Rehberg, Dennis 
Schye, Ted 
Stang, Barrv "Spook" 
Harrinqton, Dan, Chairman 

TALLY 

:; / / ... '," 

~ 
Secreta· 

MOTION: DO PASS AS AMENDED. CARRIED. 

Form CS-31 
Rev. 1985 

A¥E./" NAY 
Y ...-
K~ 
V ./ 

V./ 
V 

,.,- ~ 
y 

'" V 
r 

.J V' 
V -

L V 
V~ 

V --~ I/"" 
y~ 

V/ 
~ 

d 11 #l . iL H' 

_'LL4UA.,f~ 
Chairman IJ 




