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Timber has been taxed in Douglas County of course for 2 good number
nfgresces

of years but it has only been in the more recent years that it has 7
played an important part as to values.

Following World War Two the demand for timber inoreased substantially
and the burden of taxes also inoréased in general which Mﬁ

a resl problem in the taxfation of timber. My experience with the timber
taxation in Douglas County starts about 1954 when I first came to the
County and became aware of the amount of timber. I know that 1954 the
sumary of the assessment roll showed that the amount of timber that

was being taxed in Douglas County was 13, 498, 232,000 Board feet.

This had an assessed value of $8,231,100. based on the ratio in khat
period this probably meant approximately $25 million dollars fullvalue.

I thought I might just give a oompardtive figure that we are using today
on this volume.

The 1965 summary of the assessment roll for Douglas County shows that we
have 9,222,008,000 Board Feet. The assessed value of the timber is now
$22,501,070 or on a 25¢ ratio olose to $100,000,000 of true value.

This is quite a change in the assessed value over the year 19%. and
shows to some extent the change in the value although timber in 1954
realistically may have had a greater value than appeared on the summary
roll, o8-S LI BeaT

Going back to 1954 to the beginning of 1961 I was a deputy under Morris Bow ker
who was the assessor at that time, and the matter of timber values beocame
somewhat oritical during those years because it was recognized that the
changing value of timber was not being reflected on the assessment rolls.
As a consequence in 1958 a 507 inorease in the value of timber was made on
the assessment roll. This was protested very hard by the Timber Industry
in general and as & oonsequence of that there were hearings held with the
Board of BEgualization, The State Tax Commission, The Circuit Court and
finally the Supreme Court which upheld the side of the Timber Owners,

and in effect put the timber value back to what it was the year before.
OGLE: QUESTION: What you are talking asbout is the Lane County and the Tax C

Commission meeting as & Board of Byualization & 7
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X Question ( cont) and them the suit that Booth Kelly brought to deter-
mine the ? Ans: No that is & separate issue, this hm concerned just

BN AL,

Douglas County and the suit was brought nepmeldly ‘by Roseburg Lumber vs

the State Tax Commission order ultimately snd the Circuit Court heard the
appeal from the State Tax Commission order and then d%=wwe ultimately it
was reviewed by the State Supreme Court.

Well in 1959, in spite of this hearing by the State Supreme Court, whioh wasn't
actually heard until 1960, the 1959 assessment roll refleoted the 50¢ inorease
in timber values and those remained on the roll for a period of several
years. During this period thers was legislation proposed and finally in 1962
with the State Tax Mhnimm" ;f::pmubh for the oruising and vale
vation of forest land and timber, and at this point ths assessor becaue
more or less a bookkeeper so far as the assessment proceedure involving
timber was concerned. This law also provided at least two signifioant changes
in that the reproduction or in other words timber that was less than 12
inches in dismeter would be exempt and also that timber that was on a slow
cutting rete different than that on a fast cutting rete and in addition to
that there wes to be, at the timb the timber was cut, an additional tax
levy. This additional tax amounts to approximately twe and one half times
the tax which was levied on the timber in the prior year or during the

year that they were cutting. In the matter of taxation of timber we find
that there was different elements involved and in Douglas County I

believe :nl::r of these elements showed up. The first thing, that prob-

ably entered into the taxatiog of timber as far as the timber owner was
ooncerned was 7 Does the tax make it prohibitive to own the timber? and
can the timber omner actu2lly buy timber and hold it and expeet te cut

it during a period of from one year up te maybe fifty years. It may be

that the tax that he would pay would be too great to support. From the
point of view of the pesople thet want the tax, in other words the taxing
distriets, we find that the taxing districots are dependent on an annual
amount of money frem the wealth of their taxing distriot, and this is
probably an dmpertent mmua_iwm property tax is

a tax on wealth, If timber is taxed according to its wealth we would have

i e
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one aspasct as compared te being taxed acoording teo whether or not they could
profitably hold for harvesting at some future date. This is one of the
biggest problems, I think, that enters inte the problam of tazation of
timber.

QGLE 7 Well isn't there also the faoct that & good many o these operators
don't own any timber but ars cutting govermment timber and don't have that
holding problem of holding timber for future use.

ANS. Yes I think that we are speaking of privately held timber and we do have
this big factor, eccnomio factor, in the harvest of timber in Douglas
County, in that we have approximately in round figures ten billion feet

of privately held timber, and that we have in round numbers appromimstely
35 billion feet of government owned timber and that there has been a trense
ition F;?H-‘A,.:; whore the logs are obtained,. Ten years age 2 large part of
the timber was obtained from privately owned land whereas now the shift

has bean to the government timber and the hclders of private timber are

‘f"‘ P

only logging those as it is necessary for sanitation, perhapsikill for one
reason or another, but basically thay are using government timber wherever
possible. There might be one big exception to this. Weysrhasuser Timber Co.
ouns spproximately fifty per cent of the privateiy held timber in Douglas
County and ths amount of timber that they hold is so great that to the
best of my knowlsdge they have nct been involved very hsavily in govern-
ment sales, at least in this county. However I think every other ma jor
producer of forest products is buying government timber and holding their
private held timber ss mere or less & check sgainst the time that the
government timber may not be available or such time that the price and

the bidding is too great for them te acarire. Then they can fall hack on
thoir/mvatn held timber.

Cruises in Douglas County have varied to some degrse in that probably
going back to the twenities & cruise was made of the merchantable timber
of the county and this wes updated in the period frem 1950 to 1954.
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Sinoe the State Tax Commission has beoome responsible for the orulsing of
tinber they are in the process of re-gruising diiferent pootions of the
county. Cruising is a very important element in the taxation of timber
because the taxes that are assessed against timber depend somewhat upon
the acoursey of the cruise and we get into & whole host of problems in
erulsing. One significant change in oruising that ocours during the years
uthom.mthoauortho‘-&:.mmm, there may be teday
more usable oontent in a log than there was tem years ago end I would be
certain that there was more usable content in the log ten Yeats ago than
there was in the preceeding twenty years. Our method of utilizing the log
such as plywood, particle board, paper production change this conocept of
how much there is in & tree.
Ogle: Ques: How much wxium bearing do you think this factor has on the
inoreased valuation. Valuation of timberland prior to that time may have
been on the basis of former utiliszation and when the Tax Commission made
their re-appraisal they took into agcount the value of peelers and the
use of oull logs for other uses and that sort of thing dont you think?
Well I think that every timb 2 cruise is made that it is updated to meet
the present use of the tree; however the fact that eruising is a very
time consuming job and the area invelved in Douglas County XIE for
example which has three and one quarter million acres, not all of whieh
is timber however it takes a great deal of time to make a reasonably
agourate oruise and because of the time involved we don't have an up
to date oruise every time there is a change in the use of a tree so
consequently a tree could increase in value out in the forest and this
value noi be refleoted on the assessment roll for many years which would
mean of course that if they were paying a smaller amount of tax on that
intervening probably otherwise
tree during that/period than it would/be taxed if it were oruised every
time there wes 2 change in utiliszation.
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Knowing how mueh timber there is to ho taxed, in other Wl‘dl)-lﬂ' inventory
of the timber is cne portion of developing the tax, The gecond problem
would be knowlng the value of that timber, and again we run into many ik
different pmwitimm conditions relating teo value, distance from market,
is probably one of the bigger factors,,ths cest of getting 2 tree logged,
we have the biddinz cn govermnment lands and the sales involved there,
to oampare with, and all in all develpping the market value of this
inventory is a real big job; however this can be updated more readily
than the inventory itself and I belleve at the present time, from a value
standpoint, that we are prebably oloser than we have ever bean.
OGLE: QUES: What effect do you think the decision in the Moore Mill and
Timber case would have on your cutting-e-wss Bhis the oase that invelved the
agsessment of down timber on governuent land 7 WO, Thats the South Tark
Lumber Co. Cass. No 7 ¥moordixkawexis Disoussion not recorded
I am not familiar with that case tut I can ges from our discussion that
3.‘&/'1:“:‘?0&&.
Note: The Moere Mill and Lumbor osse was one iu which the 30% of immediate
harvest value te be paid each year was based upon 2 oruise made by the
Tax Commission. When the timber wos cut it scaled out to be 144 xillien
feet instead of the 18} millien feet upen which the annual tax was based.
The Tex Commission contended that it was without power to reduce the tax
based upor the erroneous oruise and that MM & L would have to pay the
tax for the year in which the Limber was ocut sven though the amount had
been oorrected as to future ysars. It contended that failure of the
mill oompany to appeal to the beard of equalization when the annual
tax weas agsesced on the erroneous orulse exhausted thelr rma@.
I am not familisr with that ecsse but I can see frem our discussion that
the, it would be a sericus contention Af we had te redstermine the value
fulrovabbdythctout their timber who found mere or less timber on the
spot this would provide a chaos in our assessment field and I thiank frem
a practieal standpeint that our assccsments as they are made each yeer
have to remain certain unless thers is a greve bookkeeping error or some
thing of that nature. Once that value has been established for that year
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and has passed the Board of Hqualiszation, I do not believe that it sheould
come up for consideration again,

I mentioned earlier that we had the interest of the timber owner and we

had the interest of the taxing district. We also have another interest which
is probably the public interest relating to timber and timber taxes which is
the conservation problem. The statement that the oconservation part of this
enters into the taxation of timber I believe is the concept that the
legislatyre has looked at considerably in that they hasve exempted the
reproduotion. This is definitely an incentive for planting these cut-over
ama& the timber would not be assessed for possibly thirty years as

this would be the average time for timber to get to taxable size, in

other words twelve inches or greater. I think a3ix also that the legis~
lature's recognition of the taxation problem regarding timber is

ultimately based upon the public interest whioh is largely conservation.
They did not want all of the private timber ocut at one time Lecauss of

a oonfiscatory tax and consequently they made provisions in their inter
pretation of the timber assessments that probably allow the Limber owmer

to hold timber over a fairly long period of time. If timber was assessed in
exactly the same mammer as other types of property, say a residentisal home
we would find that the tax would be probably four times what they are paye
ing now, but recognition by the legislature, of the problem has provided a
means of determining the immediate harvest nm)mumg a long holdw
ing perdied for the bulk of the thb.!}ﬂuyhl“Irrivodata tax which would
be approximately one fourth of the market value of the timber compared to
other classes of property. I think that probably the legislature in making

a distinotion between what we term a short temm ocutter and a long term
cutter has been somewht lost in the additional bookkeeping cost an I
personally dont believe that it was a good solution. I think the timber
should be txxmix assessed to the timber owner regardless of the lengih of
time they are going to hold. I think it should all be assessed the sane.



HISTORY OF FOREST TAXATION IN ORBGON
INTERVIEW: LELAND W. SVARERUD, MAY 16, 1966 € Roseburg ) (7)

This additionali tax provision kx is not & good soluticn, however it has
proved to be workabie and this was sometuing I was not sure about when it
first happened. It may have provided a little more squity Letwsen cuners
of timber but I really feel that the advantage of ii to the cwner hes
been lost through the mml/m davolved Ly the assessors
office.

Now there is another problem in the taxation of timber which we have
difficulty in working with and this is the problem that timbsr is taxed
at different rates in different taxing areas. We find timber that has
been taxesd in an area efhi;h,nhool oosts in a lot of instences will pay
twice the tax that they would be in ancther area where they have low school
costs. In other words perhaps an area with a few ohildren to educaie and
a lot of timber area. When we speak about whether cr not ths tax is
equitable it may be more equitable in one area than it is in another.

We try to resolve this in deoiding the rete of tax that all of the timber
oan afford to pay in order to be of sconomic adventage tc the owner
probably on what the average is hat/‘ﬂz‘:i:lm- does not neeessarily apply
to the favorable and unfavoruile aress. I think this is a sericus probleam
and a very diffioult one to reconcile., This is probably cne of the bigger
mm-.lr;ywopinion timber should be taxed on the Lasis of a2 severenge
tax such as we might have in sastern Uregon., I might add thai our westemn
Oregon tax is an entirely different thing than our eastern Orsgon tax.
Going back to that same problem though the severance tax, bed _IJ

at the time of severance may not provide any incems to the taxing
distriots for a long period of time. Then ai the time tae timber hajppens
to be cut in that partiocuiar distriot they may gei a windfall of censiderably
more money than they could possibly use during that one year; so 2 meihiod
would have to be arrived at wanich the severance tax would be apportioned
to the taxing distriot over the intervening years so as not to provide a
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droughty period end then a big windfall in any one year. School ocosts Sga
which are our ma jor tax cests are ammual affeirs and not on 2 fifty yvear
bagis.
in the taxation of timber we find another area and this is just how musch
taxes rhould timber pay and just ix what is their share of the tax burden.
Pagieally in Oregon the property tax is an advalorem tax which means that
all property is taxed accerding to value and that is the uniform tax rate
that we assess property en., This is truly & tax on wealth. Timber is wealth
and so &re ctukai,lB-bl'Tbmdo and stooks and bonds are exempted frem taxation
in Oregon and it may be that timber by ite very nature should be exempted £
from taxatien, and again it may not but the mein thing is in considering
the tax on timber should it share equally with other classes of property
in the preverty tax. It is of 2 semewhat different nmature than other types
of property.
Another facter in the taxation of timber im covered to some degree in the
valuation and the oruise of timber is the use. This transition in the use
will have furthwe reprecussions when we consider that wedmyethe tremendous
lnﬂlhtmtcm:::! in plants and machinery in the heart of the timber and
the payrolls that are developed at the production point and again I think
taxation has to oomsider whether or not it is going to ki)l the goose that
lays the golden egg; Af the timber is taxed in such 2 manner that it prevente
the good use of it we may be aitaaicimg affectins a whole lot larper, a lot
INVEATPA BT
of value that is net a timber value iiself in that the plant/in Douglas
County is very nxm:i_.u—--—-—l think that the $35 million peper mill
at Gardiner, On;onw;?vgkhﬂt twe or three ysars ago and is 2 good example
of how mueh plant investuent can bs based en thie vaw produet, that is
m.-mﬂmw. o |
Another factor is the timber, ,pcupl hold timber, maybe faged with
a problem they haven't been too congerned with up teo this peint in that
timber gets overripe. They may find themsslves having to log a lot mere
timber because of over ripeness than luight be te their advantage frem

i
' ! |
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& purely economic standpoint or at least from the market of the logs.
In Coos County and some of the reecruising of the Coos Bay Wagon Road
m-n)sz-mruﬁntmmmmbfntutmwm

the tree that was overripe had materially cut the value of the timber on

the Coos Bay Wagon Road lands and I think that this could be & major
mnmmmjpmmmmmtﬁ. taxation of this
timber in that this timber is overripe and does not have the same econe
omic value and the taxes are probebly going to be greater then what thm it is
economicaly possible for the owner to payj; the way #o solve this problem
perhaps is re~cruising but smxiomm as we noted earlier the re-cruising does
not oceur on an annual basis and it may be possible that a twenty year period
rnmmwhammmd&w-;mtoacmn-u
on the tax base. You have about three counties which are pretty well fixed
up with BL¥ and Forest Service money.

Ans: In the government owned timber we find we have a breakdown between
different departments of the government basically managed by the Forest
Service and the Bureau of Land Management and the County receivesls payments
in lieu of taxes based upon their cutting. In the case of the Forest Service
lands I believe the County receives 2 payment of 25f of the timber which is
sold from Forest Service lands. And the County receives 75 from 0 & C
lands gff which thePp are Oregon California revested Grent lands.

Ques: On Forest Service lands there is a limitation on distribution.

Ans, Yes 75% of the amount goes for roads and 25§ for Schoolsx

The Oregon California revested grent lands money which is sduinistered

by the Buresu of Land Management we get 756 of those funds and some of

those are earmarked for roads. Douglas County shares very hesvily in the

O4C money. Approximately 25f of noney resedwed is Douglss County Money
and this money is used as an offset against taxes in our county. If we
didn’t have these receipts from the National Foreste and the Buresu of

Land Managememt then we would have to inerease our levies to make up the

difference. This would in turn reflect in the taxes on privately held timber.
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The 0 & C money,as it is wmffm commonly referred to in Douglas County,
and the Forest Service money is put into the road fund so for those tax
years all of those moiptalg: :::.t:h h:.!‘;d.;ol:.:cr roads in Douglas
County.This in turn makes for & better harvest of timber because the roads
reach into areas that they can bring this timbsr out of and it is sort of
2 oircle, build better roads to get more timber out to get more receipts
to bdild better roads; however if we did not have these receipts privately
owned timber would have to be making up their share of the tax, and I might
say that privately held timber in Douglas County is paying approximately
14% of the tax load so that anything which inereases the tax burden you
can figure that the people who oun timber are going to have to pay 144

of it.

Quucp;:: this factor give timber owners in Douglas County a little
advantage over the timber owners in some other counties 7

Ans. Yes I am sure this would be reflected in lower tax costs to timber
owners in Douglas County and in some other counties, however again we get
back to the taxing distriots and from distriot to distriot this levy varies,
oonsequently you may have one owner really benefitting from 2 low taxing
distriot and maybe & whole lot of other owners paying & very high taxx.
It is very diffiocult to relate the tax on timber, how much it is to timber
in general; you can determine it by individual tax ky as to its loocation.
We also have ancther category of government owned lands which we eall
Coos Bay Wagon Road lands and these lands are also revested grant lands
and they are located in Douglas and Coos Countysmd fhe government pags

& tax on those lands Just as if they were privately owmed. They are not
on the assessment roll but a tax is computed just the same as if it was
on the assessment roll and a bill is sent to the government and they
remit the money for those Wagon Road lands.

Ques: In other words the milage is applied to those lands just the same
as it is to privately owned lands.

Ans: The milage is applied to them just the same and the meney distributed

to each school distriot in the County. However this only amounts to about
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$50,000 in taxes so that it is not & big item but it a I4¥®le rather
unique tax.on government owned property which is normally exempt from
the property tax.

One of the more long range problems which we are always concerned with

is that timber is aluays competitive with other types of building materdal
such as mm type materials, aluminum and steel and we find that it is
a matter of concern that people will want timber 25 years from now; there
may be such inovations that the demand for timber will fall msguksiiyx
drastically Al prior experience @GNt tinber is used less in &
house than it used to be and other materials have taken its place;,on

the other hand there may be another transition to the use of particle
beard, prefinished flooring, prefinished panneling snd we may continue to
bb in & very competitive position with other types of materials. This is
of course & big factor for if timber can't be competitive, in the market,
then any tax on it is going to be canfiscatory.

Ogle : The matter of competition frou other parts of the continent?

Yes, I know thet some of the plywood producers for example have looked
very closely to the South's entry into the pine plywood production and when
we see people carrying logs imkmckim in to be pesled as compared to the
machinery we are using here to prepare logs we begin to wonder whether we
will be able to comp ete or not. However I think that this trensition 8
coniinmaltiewsitionr-he, in the use of materials will keep the northwest
ocumpetitive with any other area in the United States. We have had some
wonderful inventions; infaot just this weekend I bought some prefinished
panneling and the design on the panneling was photographed on and it was
so natural, in faot it was natural because it was photographed on and it is
a prelatively inexpensive wamy to cover & wall, Things like this have kept
timber competive with another product. Roseburg Lumber Company is the
distributor in this area but I am not sure that they are alone in the
produstion of this plywood panel. This floor panel, I think is going to
replace flooring throughout the country to 2 large degree, this is about

(74 fiber
a 5/8 wood pmwsk pressed together
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We have some altemative methods of taxation of timber one of theee altermatives
is the Forest Fee & Yield Tax which was originally passed in 1929 and

there were quite & nmumber of sores put under this Forest Fee & Yield Tax.
Primarily it is a severance tax ; the lands that were meant to go under

theory of it is that
this tax were the lands whioh had been cutover, and the/lands which, under (e

mbp&ynmtfnofnmhmuro,thhhinmltom(}rogmisnww
10¢ per aore, and whenever there is any harvest of a forest product then
they would pay 12§ ¢ of the value of this forest product. During recent years
there has actually been & decline in the acreage in the acreage put under
the Forest Fee & Yield Tax. I think primerily, one of the biggest reasons
that there has been a deoline is that being taxed in this manners

provides some strings attached to the property,; the person who has property
subject to the tax does not have clear fee to the property, that is he would
oun the property but it would be subjeot to the laws and regulatiens which
apply to this type of memmmeky tax. Coneievably this type of tax could be
more economiocal than the ad valorem tax., Getting back to the fee, I think
that this is the reason; at luatlit:. m;o::g m%:- been no

new appliocations for several years to put lands under this Forest Fee &
Tield Tax and our acoreage is more or less statio in that regard.

In 1961 the legislature also pessed 2 small woodland type optional tax

in which the land could be valued at a higher rate but the timber would not
be assessed as such. I belisve the law provides that the timber would not
be assessed until it was 90 years or older So this is another fom of
optional tax., This is limited however to ownerships of less than 1000 acres
80 that the larger témber owners would not be able to utilize this form

of timber taxation.

The last two legislatures have extended the time for filing applications

to oome under this tax ( present deadline Aug. 9, 1966 ) we in Douglas
County have had I believe only two applications since the law was passed.
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I do not know if it is popular in other parts of the state but it certainly
not in Douglas County. I think that people that oun land went to oun the
land without sny strings attached to it. I think that this prevents them
from entering into some of these special agreements.

Ogle: Don't the faot that there are severel different methods of taxing
timber in western Oregon result in some confusion in making up the taxrolls?
Forest Fee & Yield tax, Small Guner timber tax, Western Oregon Ad Valorem
tax ete.

Ans: Yes, there is some confusion to it to Lthis extent: that the Forest
Fee & yield Tax is on an acreage basis and not on an ad valorem bssis,

s0 that means that this partiocular group of properiy has to be kept
separate and it has to be handied in a upsuh manner. The additional

tax which is assessed in the year of umat,!mm-a in a different manner
than the ad valorem u:ﬂhutobodcmnoroorhubyhmdumhanm
way of feeding this information into the machines which turn other taxes
out more as & machine ;wmiskmm produot and people who are involved in the
administration of offices are generally concsrned when they have to do
something by hnng‘/ﬂ{m they oan de it by machine as it gets considerably
nore expensive. So this has made an additional problem and we also

have under this Western Oregon timber law, diferentiating between

the slow cutters and the fast outters. This provides another seggregation
of property. All of these things add up te expense when it comes to
administration, compared to what it would be if we just had one straight i
value for timber and that was it.

In Douglas County we have what we call fire patrol charges for fire proteotion
and this is headed up by the Btate Forester who determines an annual
oharge to be made against timber and timberlands as well as some grazing
lands. In some instances this fire patrol charge is greater than the ad
valorem tax.And therefor I think that it is something whioch should not

be overlooked uhen they are figuring the occonomies of taxxing timber,

for when the fire patrol tax is greater than the ad valorem tax it should
at least be an equal problem in developing timber taxes, This fire patrol
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mumummm-mmcrt@omwm.
There has been & lot of thought givem to a charge in generel through the
state becetuse the fires that ocour are put out in the public interest.

The cost of protection is shared by only a few people but the benefits

are received by all of the state and it may be an unfalr burden to tax ihm
only the timber owners for this type of protection, although they do
receive the direot bemefit of the fire protection. Certainly putting the
fire ocut is in the public interest.

One other problem that western Oregon is facing is the taxation of forest
land which hes to be available in order to raise the timber. So consequently
the timber oumer is going to be paying taxes on forest land. One of the
problems on forest land taxation has been that the people are coming in to
Oregon who want thess forest lands for other uses and these other uses

are more valushle than the use for forest land so that we find different
values on some forest land wvhen compared to others and this is causing greve
concern among the timber owners and taxing authorities. I shouldn't be
surprised if the legislature wouldn®t have to consider this sgain.



