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grocer, car dealer, wholesaler or
some other business that sells in high
volumes at a low profit margin, the
measure could be extremely painful.
Businesses say they will pass along
higher costs to their customers to the
extent they can. Some may have to
take more extreme steps to survive.

“If this measure passes, it will
bring our company to its knees,”
said Jill Harrison, Mid Columbia’s
chief financial officer. “There is zero
chance we can afford these kinds of
taxes.”

Corporate Oregon’s
declining contribution

The November ballot initiative
would be the largest tax hike in
Oregon history. It would be levied
only against companies organized
as C corporations, as opposed to
the more common limited liability
companies and S corporations. More
than 900 companies would pay the
new tax.

Proponents say large companies
— those with $100 million or more
in annual sales — will provide 85
percent of the Measure 97 money.
Moreover, backers argue Measure 97
would finally right a tax system that
has swung wildly out of balance. By
some measures, Oregon ranks last
or nearly last in the country in terms
of total tax revenue contributed by
business.

Chuck Sheketoff, a vocal critic
of what he calls Oregon’s tax
giveaways, points out that 40 years
ago, corporate Oregon contributed
18.5 percent of the state’s total
income tax collections. Individuals
paid the other 82.5 percent. By
2015-17, businesses’ share was
just 6.6 percent, a nearly two-thirds
reduction.

Sheketoff’s  numbers  were
confirmed by the nonpartisan
Oregon Legislative Revenue Office,
whose analysis has been cited by
both sides of the campaign.

Corporate  Oregon’s declining
contribution is due at least in part
to what Portland investment adviser
Bill Parish called “the explosion
of accounting gimmicks and tax
schemes devised by math Ph.Ds”
that corporations use to manipulate
their bottom lines and dodge taxes.

“Measure 97 is a beautiful tax
because by taxing gross sales above
$25 million it ensures taxes will be
collected,” Parish said.

Rick Miller, chairman of the
Avamere Group, a large chain of
retirement living and skilled nursing

homes based in Wilsonville, argues
members of the business community
should pay their “fair share.”

Miller has donated $50,000 to
the pro-Measure 97 campaign.
Both Avamere and Miller’s current
venture — Rogue Venture Partners
— are limited liability companies
and would not be subject to the new
tax, he said.

“No one wants to see business
harmed by this thing,” Miller said.
“But we need more revenue. In my
opinion, this represents the most fair
and balanced revenue measure that
Oregonians are likely to pass.”

An impact on high-
volume, low-margin
businesses

But the business community’s
counterattack has been fierce,
claiming the proposed tax is too
large, poorly designed and unfair.
Opponents dub Measure 97 a ““stealth
sales tax,” and claim business will
pass along as much of the additional
cost it can to their customers. In
some cases, they say, that would
include businesses farther down the
supply chain.

Economists Robert Whelan and
John Tapogna, both of ECONor-
thwest, used Oregon Department
of Revenue numbers to figure the
measure’s impact had it been in
place in 2013. They concluded that
the larger C corporations subject to
the tax would have paid $2.7 billion,
equal to nearly half their $5.5 billion
in total profits.

“That would have equaled 49.56
percent of their Oregon taxable
income — a rate that is more than
four times the highest state corporate
income tax rate in 2016,” Whelan
and Tapogna wrote. Currently,
Oregon’s top corporate income tax
rate is 7.6 percent.

The business community has
raised more than $17 million to
combat the tax measure, according
to state reports as of Oct. 5. The
three largest contributors as of Oct.
11 were all giant grocers, Costco,
Kroger/Fred Meyer and Albertson’s/
Safeway, at $900,000 apiece.

Like Mid Columbia, all are high-
volume, low-margin businesses of
the sort particularly hard hit by a
gross receipts tax.

John McKay, chief operating
officer of Costco’s northern divi-
sion, declined to divulge what the
company pays in Oregon taxes or
what it would pay under Measure
97. But if Costco’s 10 Oregon stores
meet the company average of $164

“No one wants to see business harmed by this
thing. But we need more revenue. In my opinion,
this represents the most fair and balanced revenue
measure that Oregonians are likely to pass.”

— Rick Miller, chairman of the Avamere Group

million in annual sales, the Costco
stores collectively would face a new
tax of $41 million a year.

“Our operating profit is right at
about 2.5 percent,” McKay said.
“Our Oregon operations would be
operating at a loss. We would have
to accept that or pass along the
increase to our customers, neither of
which we want to do.”

The grocery sector also illustrates
the tax’s selective nature. Costco and
Fred Meyer, for example, would pay
the new tax as both are C corpora-
tions. Safeway, New Seasons and
Winco are structured differently and
would not pay.

Founders of new businesses
can commonly incorporate their
new ventures as C corporations,
S corporations or limited liability
companies. Each is subject to
somewhat different tax treatment.
As of August, Oregon had more than
170,000 limited liability companies
and 78,498 business corporations
(both C and S), according to the
Oregon Secretary of State’s office.

Only 951 C corporations are
large enough, with more than $25
million in Oregon sales, to qualify
for the new tax.

Proponents of Measure 97
concentrate on the big, unpopular
national corporations that would pay
a hefty share of the tax. Think Wells
Fargo and Comcast. Oregon boasts
274 C corporations that generate
$100 million or more in annual state
revenue. Those mega-companies
would shoulder 66 percent of the
new tax obligation, according to the
Legislative Revenue Office.

The largest companies’ share of
total corporate taxes would jump
from 46 to 79 percent.

But it’s not just multinational
corporate giants on the hook. The
state Office of Economic Analysis
estimates that about 18 percent of
the new money would come from
Oregon companies, some of which
claim the new tax could put them out
of business.

Jan Yost heads DSU Peterbilt
& GMC, a heavy truck dealer with
dealerships stretching from Medford
to Kelso, Wash. It employs 232
people. Like executives at Mid
Columbia, Yost was willing to

WOLVES: Estimated annual cost of wolves
on a 400-cow operation totals $152,080

divulge his company’s key financial
numbers to better illustrate Measure
97’s impact.

DSU brought in $153.4 million
in sales in 2015, $128.4 million of
which would be subject to the new
tax. DSU paid $262,200 in income
taxes last year, leaving an after-tax
profit of $243,642.

By Yost’s reckoning, had the
gross receipts tax been in place,
DSU’s 2015 taxes would have
soared past $3.2 million, wiping out
his profits and pushing DSU far into
the red for the year.

Yost said he’s considered moving
the corporate headquarters to Wash-
ington. But he concluded it wouldn’t
do much good because most of
his sales would still take place in
Oregon.

He’s also considered changing
his corporate structure to become an
S corporation or a limited liability
company, which are not subject
to the tax. But that takes time and
money. Converting from a C corpo-
ration to an LLC comes with its own
tax hit. Both the IRS and the Oregon
Revenue Department consider an
LLC conversion a taxable event,
both at the corporate and shareholder
level.

“In some cases, the tax can be
more than half the value of the
company,” said Christopher Heuer,
a tax lawyer with Stoel Rives.

Raising prices to customers in
the highly competitive auto sales
business also would be difficult, he
said.

“This new tax would put us
instantly in the red,” Yost said. “My
dad founded this business in 1945
and we built it up to what it is. This
new tax will tear it right down. Those
232 people will be out of work.”

‘We are anything but a
big evil corporation’

Meanwhile, in faraway Moro,
Mid Columbia executives mull over
their options.

Ironically, the company wouldn’t
have a stake in the Measure 97
fight if it was just a grain co-op. Its
grain-related revenue is not subject
to the tax because it involves only
co-op members, said Jeff Kaser,
co-op general manager.
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But to lessen its exposure to the
volatile swings of the wheat busi-
ness, Mid Columbia diversified. It
opened three retail hardware stores
in nearby small towns, it operates a
seed plant that sells wheat seed to
farmers, and it purchased a chain
of gas stations from Goldendale,
Washington, south to Chemult.

The gas station business is
competitive and low-margin. But
it’s become Mid Columbia’s second
largest business behind grain,
generating $54.3 million in sales
in the company’s 2016 fiscal year.
Unlike wheat, the gas, seed and
retail revenue would be subject to
the gross receipts tax.

Instead of the $164,000 it paid
in 2016 state income taxes, Mid
Columbia would have paid more
than $1.1 million if Measure 97’s tax
were in place. The tax would have
eaten most of Mid Columbia’s $1.5
million in profit.

Had the tax been in place in
2015, Mid Columbia’s $100,000
state income tax would have been
replaced by a $1.8 million gross
receipts tax bill, an 18-fold increase
that would have pushed Mid
Columbia into the red for the year.

Like Yost and his truck dealer-
ship, Kaser can’t see an easy alter-
native. Moving across the Columbia
River wouldn’t appreciably reduce
the company’s tax bill. With 800
members, it has far too many owners
to convert to an S corporation.

Kaser argues that raising prices
isn’t a viable option. It will simply
drive customers to competing gas
stations. He hopes to avoid cutting
the company’s 62-person payroll.

One thing Mid Columbia has
done is to join the fight over Measure
97. The company came out against
the tax, as did the Sherman County
Board of Commissioners.

“We’re not political, this is the
first time we’ve gotten involved in
something like this,” Kaser said.
“We are anything but a big evil
corporation. We’re here for our
members. We’re all for good schools
and strong education. But this is
threatening our future.”

Miller, the pro-97 executive,
counters that businesses will be able
to adjust to the new reality.

“l understand their criticism.
We are talking about corporations
paying a good deal more,” he said.
“But contrary to a lot of the negative
rhetoric, Measure 97 really offers an
opportunity to make a generational
difference. If we do it the right way, I
think we can improve the investment
climate.”
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is required to look back at the plan every five
years to determine what is working, and what
could be changed to improve management —
all while maintaining a conservation focus.

Not surprisingly, Morgan said stakeholders
are divided about the 2016 update.

“Certainly, many of the comments we heard
at the meeting were divided along expected
lines,” Morgan said.

Two issues under review include whether
the state should create more local wolf
management zones with their own population
targets, and whether ODFW should allow
controlled hunting as a management tool in
certain situations.

Currently, the wolfplan divides the state into
just two broad management areas — eastern
Oregon, where ODFW removed wolves from
the state endangered species list last year, and
western Oregon, where the predators are still
protected by federal law.

Both the Wallowa County Board of
Commissioners and Union County Cattlemen
have submitted written comments in support
of local management zones, which they argue
will help alleviate the pressure on landowners
dealing with higher concentrations of wolves.

“Wallowa County is where the largest
amount of (livestock) depredations have
occurred,” county officials wrote. “The impact
of wolves to the community in general, and the
impact to livestock producers in particular, has
been a very serious problem now for over six
years.”

John Williams, associate professor for
Oregon State University Extension Service
in Wallowa County, estimates the annual
cost of wolves on a 400-cow operation totals
$152,080. That factors in actual livestock
losses, as well as increased labor costs and a
lower conception rate for the herd.

The Union County Cattlemen suggest
creating three different types of zones: the
“wolf safe” zone, in remote areas where
wolves receive the most protection; “wolf
harassment” zones, where wolves can be
harassed, chased and trapped; and private land,
cities and towns, where wolves can be fully
controlled by whatever means necessary to
protect life and property.

Cattlemen also want to see the state use
controlled hunts to manage wolves that
make a habit of preying on livestock, and to
protect game animal populations. That would
take effect when the wolf plan enters Phase
3, which ODFW expects will happen by the
end of 2016. Phase 3 is triggered when the
wolf population reaches a minimum of seven
breeding pairs for three consecutive years.

Environmental groups, however, argue it is
too early to consider additional wolf manage-
ment zones, and oppose creating any new
zones for the purpose of instituting population

caps or allowing hunting of wolves.

Defenders of Wildlife, an organization
based in Washington, D.C., wrote there is no
scientific justification for hunting or trapping
wolves — especially in lieu of effective
non-lethal measures to reduce conflict with
livestock.

“Oregon has been among the most progres-
sive in wolf conservation and management in
the United States,” the group wrote. “Today,
fewer wolves and fewer livestock have been
lost as a result of depredation conflicts than any
other wolf-occupied state in the nation.”

Conservationists also point to a recent
poll conducted by Mason Dixon Polling and
Research that indicates most Oregonians
oppose hunting wolves. According to the poll,
72 percent oppose trophy hunting of wolves,
67 percent oppose hunting wolves to maintain
deer and elk populations and 67 percent believe
wolves don’t pose an economic threat to the
cattle industry that necessitates lethal take.

In its staff report to the Fish and Wildlife
Commission, ODFW agrees it would be
premature at this point to establish new wolf
management zones. An analysis conducted last
year showed wolves run a higher risk of falling
back under seven breeding pairs if the popula-
tion is kept to fewer than 250 or 300 animals.

ODFW said the population won’t reach
300 wolves for another three to five years.
The department recommends maintaining the
east-west area concept, while revisiting local
management zones at a later date.

ODFW does recommend hunting and trap-
ping of wolves in Phase 3, but only by permit
and only under strict criteria. Morgan said there
are no plans to allow trophy hunting of wolves.

“It is a little disheartening to see so many
comments about that when it’s not even part of
the process,” he said.

Other issues under review in the wolf plan
concern redefining population objectives, and
whether a third party should conduct livestock
loss investigations.

In order to address continued social conflict
over wolves, ODFW also recommends creating
a state Wolf Advisory Group, where members
would collaborate on management solutions.
The original wolf plan itself was crafted with
extensive input from a 14-member advisory
group representing a variety of interests.

“Proponents of this concept believe that
the development of a WAG in Oregon would
help resolve long-term and deep-rooted social
conflicts related to the management of wolves,”
ODFW wrote in its staff report.

A first draft of the updated wolf plan is
expected to come before the Fish and Wildlife
Commission in December, Morgan said. Any
changes wouldn’t be adopted by the commis-
sion until 2017.

Contact George Plaven at gplaven@
eastoregonian.com or 541-966-0825.
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They’ve served our country with
courage and honor. They’ve left
behind loved ones to risk their lives
in protecting their country. They’ve
defended our freedoms and ideals.

They make us proud to be
Americans.
Join wus for Veterans Day

Wednesday, November 9 in the
Hermiston Herald and Friday,
November 11 in the East Oregonian,
as we honor the men and women of
the U.S. Military. Their courage,
hard work and sacrifice are the
backbone of our nation, protecting
freedom, liberty, justice and all we
hold dear.

Bring in a photo and message to
211 SE Byers Ave, Pendleton or 333
E Main, Hermiston; or email to
classifieds@eastoregonian.com.

DEADLINE
Thursday, November 3

For more information call the East
Oregonian at 1-800-962-2819 or the
Hermiston Herald at 541-564-4530.
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We are so
proud of you
for serving
your country.

Love Evelyn,
Joe and Cheryl
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JOSEPH SMITH

Thank you for
your service!

Love always
Marcy, Julie &
Emily



