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That he i3 not liable for taA es on por‘uions of logging hauls over Uadtcd
States Forest Service roads as he is contributing io maintensince oI
roads.

REPORT ON FACTS:

Petitioncer, . .ty and his bromncr, petitioner
are engaged in *the ousinws of hauling rcugh Timber Ifroz tho
cutting <o the lumber mille They own their o..“ Truck tract
trailers end contract \,i“th <he lo Sing compony To nawd Thg
beris of a f£iat rate per thousand Yo beard Leet of lumber, -




F‘ ) .

In the typical orring situation, a lunber company owning a mill, in this

ase, . .y Will buy cutting rights to a certain stand of

1mbcr, usually from the federal government. The cutting rights area is
" knowvm as a "sale", The lumber company will contract wit th a logzing con-
pony, in this case "y to fall, buck, skid, loed,

and haul the timbter. All of tnese coloriul terms refer to steps in the
process of geiting a standing tree to the lumber nill.

In the event that the logging company has no trucks or does not have
sufficient trucks to fulfill the haulingz portion of ths contraCU, they
will subcontract with persons such as the - - to do the. :
hauling. Such euhcontractors are known as “gypos" in the loggin? indug-

try.

Most of the sales are in remote arecas, not accessible by any existing
roads: Consequently, part ol the contract between the lumber company
and the United States Forest Scrvice, an agency of the
United States Department of Agriculture, provides for the construction
and nmailintenance of roads leading to the sale. O0f course, a hauler npay
utilize these newv roads, roads constructed-for previous operations,
county rcads, state highways, and United States h;ghwa"s in getting the
logs to the mill, *incally, the loggers contribute to the maintenance
" of pre-ecxisting roads, known as "forest service! roads. Other roads,
construcied and maintained by the loggers and closed to the public dur
ing logeging hours, exrce knovn as “speciel se”"4co" ”oaus. Portions of
the h ul on special service roads were excluded from the measure of tax
by the suditor, and only the porticn of the hau7 cver Iorest service )
roads are at issue. ;

Petitioner stated that the rate per thousand feet is deter-
mined by oral negotiation between the gypo and the logging company.

The gypo will ride over the route of the haul to detvernine his estimate
of a reasonable price. The grade up which the haul zust be made, tu- '
distance of the haul, and the kind of timber are all factors in arviv
ing at this eotlmaio. Different kinds of timber arec of diflerenie
density, end the weight per thousand feet varies accordingly.

According to s after the gypo arrives at his es mate of &
fair price, he submits the bid to the logger. Curpently, there is an
excessive supply of gyﬁos in relation to the demond;, and uovc logzing
conpanies nay not accept the gypo's olfer but willl set rates them-
solves and offer the Job +o the gypo on a take it or leave it basis,
Hoviever, in the normal price bargeining situation, stated,
there has alwaye been an oral L.ucr°*un~;h~ that a gypo must accedt a

reduction in the rate per thousand baard A oct gc that the gypo will
share in the cost of maintenance of the road. Traditionally, there has
not becn a written contract between the logger and the gypco es to ths
haLliny rate, and tho arvount of ths reduction for »road maintenancs heas
not beon govaratoly axatod. In the cas¢ in questicn, in making hauls
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. from the . Ly ‘and " pales, the price was $10

A

. mer thousand board i'eot, and this was 50¢ less than the haul was worth.

. stated that he is now asking all contractors to separately
state the amount of the contribution. _ :

The -+ presented a statement signed by -

bookkeeper for the ,, to the effect they ~
contributed 5 percent or the upkecy of the roads in guestion. This
statcncnt was secured from the bookkeeper aiter the auditor had ex-
plained the requirements for thes exemption.

The 3 stated that it was their impression that the issue
40 be .esorvea by the hearing was whether they were heuling over a for-
est sorvice road or over a county road, and not whether they were con-
tributing to the maintenance of the road. There is no question thavt
the logoing company contributed to the maintenance of the road through
their agrecement with

The auditor disollowed the clalmed exemption on the grounds there wver

no records to indicate that the ’ 3 hgd in fact coat“‘buueu
‘to the maintenance of the road. The aucitor rejected the statement Irex
“the bookkeeper for the logger on the grounds it mas self-sexrving and
made sfter the fact,

Further ;nveeiLgation by the hearing oificer Indicates that cu

. usage of practice in the logging industry is as ) . des
it in regard to payment to gypos end their participation in T
tenance of the rcads.

1 agreed that he was liable for Tax on his hauls for the
in Six Rivers WNaticnal Forest, as the haul in
question wuo over county roads.

There was sone discussion of the actual lengtb o

the hauls as computed
by the auditor. The auditor's ceomputations ss¢ e

onabdble,

The periods in question are October 1, 1667 +to Decenber 31, 1669 for
use fuol tax and July 1, 1667 to Docc““er 31, 165639 for notor v~qi:le
transportation license tax. The statutory amendnonts ;OV*d¢ﬂ¢ fo
exemption fron these taxes f{or operat‘ﬂws on Iorest sexvice roads *or
which the cperator contributes to the cost of :aint91 CL was eZfective
hov~1bc* 8, ¢;o7, Ruling 1408 and the azendments to Ruling 1316 relate

to record keeping to clain these QSQ:CV*O were e€ tive June 7,
1939 end p b’iuncd in pamphlet form in Septemder 1539,

Research into the Board's fiies rovealed a series of discussions with
Industry representatives in 1969 cencerning this pracstice, and the

proper treatment of gypos who contrivute to mainTtenance in this mamner,
The outcome was tho records PQQUL“em»nLS o Ruling 1408 and Ruling 1316,

' both effective June 7, 1S69. “
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....JNCLUSI ONS:

Petitioner contributed to the maintenance of the roads in question by
accepting a reduced per unit rate for hauling in accordance with the
accepted and established practices in the industry.

As Pulings 1408 and 1316 were incorporated into a pamphlet dated
September 1969, it is doubtful that petitioner could have received not-
ice of the requirements before October 1669, shortly before the close
of the period in question. There would have been uncertainty as to
record reaquircments at that time, let alone before. As no speciiic
record requirements were established prior to Junce 1969, petitioner can-
not be held to such requirements., Between June 1669 and September 1569,
the requirements were not published, and petitioner cannot be neld to
knowledge of them. After publication, a three~month period is not un-
reasonable to allow Iimplementation.

~

I conclude that taxpayer has met the requirements of sections $606.1
and 865301. R ‘s '

‘RECOMEINDATIONS

That the protested items be deleted from the measurs of tax and the do=
termination otherwlse be redetermined without adjustment. :

AGjustment To bse made by petition unit,.

Lavrence A. Augusta, hearing Oiiicer

REVIEVED:

Highvay Waxos Acminiscrator "~ Teve
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