
MINUTES 

MONTANA SENATE 
54th LEGISLATURE- REGULAR SESSION 

COMMITTEE ON TAXATION 

Call to Order: By CHAIRMAN GERRY DEVLIN, on January 24, 1995, at 
8:00 a.m. 

ROLL CALL 

Members Present: 
Sen. Gerry Devlin, Chairman (R) 
Sen. Mike Foster, Vice Chairman (R) 
Sen. Mack Cole (R) 
Sen. Delwyn Gage (R) 
Sen. Lorents Grosfield (R) 
Sen. John G. Harp (R) 
Sen. Dorothy Eck (D) 
Sen. Barry "Spook" Stang (D) 
Sen. Fred R. Van Valkenburg (D) 

Members Excused: None 

Members Absent: None 

Staff Present: Jeff Martin, Legislative Council 
Rene'e Podell, Committee Secretary 

Please Note: These are summary minutes. Testimony and 
discussion are paraphrased and condensed. 

Committee Business Summary: 
Hearing: SB 39, SB 107 

Executive Action: SB 139 (No Final Action) 

HEARING ON SB 39 

Opening Statement by Sponsor: 

SEN. MIKE HALLIGAN, Senate District 34, Missoula, explained that 
in the special session, an attempt was made to address the legal 
facts collected by the State of Montana concerning the Davis v. 
Michigan decision. He reported that settlement was reached with 
those who timely filed their returns. SEN. HALLIGAN affirmed 
that this bill attempts to address the federal retirees who, for 
one reason or another, did not file timely returns. He submitted 
letters from people who thought they were given erroneous advice 
by the Department of Revenue, or advice that led them to believe 
they should not file returns at any given time during the 
process. EXHIBITS 1 and 2 (See Exhibits 3 - 126). He 
commented that the bill is explained in the fiscal note. SEN. 
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HALLIGAN stated it is a matter of equity, noting these are 
bills that should be paid before any tax incentives or surplus lS 
given back. 

{Tape: 1; Side: A; Approx. Counter: 7.7.} 
Proponents' Testimony: 

Ed Sheehy, National Association of Retired Federal Employees, 
gave a brief history of what caused the problem for federal 
retirees. He reported that in May, 1994, the lawsuit Sheehy v. 
Department of Revenue, approving refunds for those retirees who 
filed timely claims, was approved in district court. Mr. Sheehy 
commented there has been over 50 years of discrimination against 
federal retirees. He asked for the committee's support of SB 39. 

Tom Harrison, Montana Society of Certified Public Accountants, 
commented that SB 39, is viewed as a fairness issue. He reported 
there were mixed messages for filing a request in a timely 
fashion occurring not only in the DOR booklets to individuals, 
but in the ranks of CPA's. 

Dennis Burr, Montana Taxpayers Association, reported this was a 
complicated process, even for CPA's, and requested support for SB 
39. 

Herman Wittman, State President of the National Association of 
Retired Employees, supports this legislation, but is concerned 
with administrative workload of the DOR (handling of accounts), 
and how to consider Montana retirees who now live outside of 
Montana. 

Rick Darvis, Certified Public Accountant, Plentywood, Montana, 
presented EXHIBITS 3 - 127 (Letters written by people who thought 
they were given erroneous advice by the DOR-letters in response 
to Mr. Darvis' ad). (Exhibits 3 - 126 were identical to those 
submitted by SEN. HALLIGAN earlier-See Exhibit 1 and 2). Mr. 
Darvis described the history of incorrect advice given to 
retirees, and the advice given to CPA's when they phoned the DOR. 
He stressed the notification process was very ineffective. 

Elmer Fauth, National Association of Retired Employees, and the 
Montana Senior Citizens Association, presented written testimony 
EXHIBIT 128. Mr. Fauth alleged there was a mistake made which 
needs to be corrected. 

Dick Hoy, Retired Federal Employee, detailed the log of events 
leading to what he described as the state treasury protecting 
itself, and not protecting the rights of citizens. Mr. Hoy asked 
that consideration be given to amending the Statute of 
Limitations as proposed in SB 39. 

Opponents' Testimony: 

None 
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Informational Testimony: 

None 

(Tape: 1; Side: A; Approx. Counter: 22.9.) 
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Questions From Committee Members and Responses: 

SEN. MIKE FOSTER questioned Mick Robinson regarding the testimony 
of Mr. Harrison, and Mr. Darvis. He asked Mr. Robinson if the 
DOR was sensitive to the fact that people had a hard time 
following the DOR's instructions and recommendations on this 
issue. Mr. Robinson responded that the DOR is concerned with 
whetter or not mixed messages were sent. He commented that the 
DOR heard comments regarding oral messages; however, no written 
documentation has been presented indicating that the DOR 
furnished mixed messages. Mr. Robinson submitted a handout 
prepared by the DOR, titled "Recap of Federal Retiree Lawsuit and 
Refund Process". EXHIBIT 129. He reported that the Statute of 
Limitations is not something that the DOR can override from an 
administrative viewpoint. Mr. Robinson explained that in the 
settlement discussions that were held, his first question to the 
federal retiree representatives was how should the DOR include 
the non-timely filed returns. He stated that the consensus of 
that particular group was that they shouldn't be included, 
because they were aware of their responsibility to file tax 
returns. Mr. Robinson acknowledged that based on that 
understanding the discussions proceeded. 

SEN. FOSTER stated that he could understand how some individual 
CPA's might not get the DOR's message; however, it is alarming 
that the Montana Society of CPA's has testified as a group that 
mixed messages were given from the DOR. He asked Mr. Robinson to 
respond. Mr. Robinson questioned if there was anything in 
writing that the DOR provided that is contrary to the press 
releases, etc., or was it a situation that was confused with a 
lot of oral communication. He insisted that the DOR gave a 
consistent message. 

SEN. MACK COLE questioned Mr. Robinson in regard to the press 
release which only granted a five day notice. Mr. Robinson said 
that the press release was dated April 10, 1989. He noted that 
the timing of the Davis decision, in terms of when it came out of 
the court system, was March 29, 1989. He admitted there was a 
short time horizon, acknowledging it wasn't the DOR's timing 
situation, it was the timing of the court hearings. 

SEN. JOHN HARP questioned Mr. Sheehy in regard to the settlement 
discussion that occurred in 1993. SEN. HARP asked Mr. Sheehy 
when the State of Montana will close its books on this issue. 
Mr. Sheehy said at the time of the discussions, on the basis of 
his lawsuit, he felt only those who filed timely returns could be 
included within the Statute of Limitations. He commented that 
whatever the legislature does here, will end here. SEN. HARP 
asked Mr. Sheehy if he did say only those who filed timely 
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returns should be included in the lawsuit settlement. Mr. Sheehy 
answered, "yes". 

SEN. LORENTS GROSFIELD asked Mr. Darvis in how many newspapers he 
put his ad in. Mr. Darvis reported that he placed the ad in 
about 60 newspapers. 

SEN. DELWYN GAGE questioned Mick Robinson in regard to proposed 
refunds for many years. He asked him if it would open those 
years for additional audits. Mr. Robinson said that this 
legislation would open the Statute of Limitations narrowly for 
this one issue. 

SEN. GAGE acknowledged that on Page 2, Lines 26-29, the language 
may be construed as including estate tax, and asked SEN. HALLIGAN 
if that was his intent. SEN. HALLIGAN said, "no". 

Closing by Sponsor: 

SEN. HALLIGAN commented that the notice provisions are a problem 
as indicated by the CPA's testimony. He stressed that it is 
important to pay our debts incurred in prior years before doing 
anything else. SEN. HALLIGAN urged support for SB 39. 

{Tape: 1; Side: A; Approx. Counter: 49.2.} 
HEARING ON SB 107 

Opening Statement by Sponsor: 

SEN. MIKE HALLIGAN, Senate District 34, Missoula, explained that 
during the special session an attempt was made to address the 
people's anger over increased property taxes. He reported that 
SB 107 is a simple bill, phasing in increases. SEN. HALLIGAN 
said this bill goes into effect in 1998. 

SEN. HALLIGAN notified the committee that he had to leave, and 
was unable to answer questions. SEN. DEVLIN said he had 
questions on the bill. SEN. HALLIGAN responded that he would be 
happy to come back on another day to answer questions. SEN. 
DEVLIN asked SEN. HALLIGAN if there was a chance for overlap when 
presenting the 1/3 cycle. SEN. HALLIGAN commented that there 
isn't an intentional overlap. 

Proponents' Testimony: 

None 

Opponents' Testimony: 

None 

Informational Testimony: 

Pat McKelvey, Chairman, State Tax Appeal Board, proclaimed not to 
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be a proponent or an opponent. He stated currently the 
ag~icultural values are being phased in, and it isn't a new idea. 
{Tape: 1; Side: A; Approx. Counter: 55.3; Comments: Speaker is hard to 
understand . . } 

Mick Robinson, Director, Department of Revenue, stressed he is 
neither an opponent nor a proponent. He commented that this 
particular bill phases in the increases, but puts the decreases 
into effect immediately. He said that the review of the DOR's 
legal staff brought up the question about the constitutionality 
of that particular issue in terms of equalization. Mr. Robinson 
voiced his concern in regards to new construction or 
improvements, which doesn't appear to be addressed by the bill. 

Questions From Committee Members and Responses: 

SEN. FRED VAN VALKENBURG directed a comment to Mr. Robinson 
stating that he reads the second technical note regarding the 
potential constitutional problem differently than Mr. Robinson 
dOeS.Tape: 1; Side: B; Approx.; Comments: Tape Turned to Side B.} 
Mr. Robinson asked SEN. VAN VALKENBURG if he was referring to 
Item #2, in the technical note. SEN. VAN VALKENBURG, said "yes". 
Mr. Robinson responded, "in that particular situation, you are 
saying we have a phase in if you put the decreases into effect 
right away, then, in fact, you have valued those properties that 
decreases at 100% of market value. The properties that have 
increases are not valued at 100% market value, their values are 
being phased in." SEN. VAN VALKENBURG, said "I want you to 
disregard the issue of decreases in value. I'm not talking about 
decreases in value. You can potentially fix that by phasing in. 
I'm talking about somebody whose value has not changed from the 
previous reappraisal cycle, but it is 100% of market value. You 
are comparing that with somebody whose value has been increased 
by virtue of reappraisal. Their increase is going to be phased 
in over a three year period. Isn't there a constitutional 
problem with the unequal treatment between someone who is being 
taxed at 100% of market value, and someone who is going to have 
this phase in over that three year period, without a change in 
the constitution?" Mr. Robinson responded, "I think if you have 
a situation where yes you have a property whose value is not 
phased in for some reason, and your example indicates that the 
property has the same value as it had in the last year's 
appraisal you then have that property at 100% of it's market 
value and you're phasing in the other." He stated, "from a 
practical standpoint, I don't know if you go to a three or seven 
year reappraisal you would ever come up with a piece of property 
that has the identical value, and does not change in value." 

SEN. DOROTHY ECK asked Mr. Robinson what happens to the 
agricultural class. Mr. Robinson stated that the legal opinion 
lS, if you are phasing in increases and decreases equally then 
you need the equalization requirement. 

SEN. ECK questioned Mr. Robinson in regard to the appeal process. 
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Mr. Robinson said values are being set. He stated that appeals 
should be filed possibly at the time the original value is set. 
Mr. MCKelvey discussed his opinion of the appeal process 
according to the Administrative Rules. 

SEN. MACK COLE stated it appears, when preference is given to one 
person, you discriminate against everybody else. He commented to 
Mr. Robinson that there may be a constitutional probJ.,em. Mr. 
Robinson said, lIif there is a situation where a taxpayer ends up 
being taxed at 100% of their market value, and others are not, 
then, I would agree you probably have a constitutional issue with 
that one piece of property". 

CHAIRMAN DEVLIN closed the hearing for SEN. HALLIGAN. 

EXECUTIVE ACTION ON SB 139 

Motion: SEN. GAGE MOVED AMENDMENTS prepared by the Department of 
Revenue. 

Discussion: CHAIRMAN DEVLIN asked Jeff Martin if he had reviewed 
the amendments. Mr. Martin stated that it was the first time he 
had seen them. CHAIRMAN DEVLIN requested that SEN. GAGE address 
the amendment further in regard to the K-1 schedule. 

SEN. GAGE explained that a K-1 schedule is required by entities 
that have reportable income from partnerships, corporations, 
limited liability companies, and to people who own interest in 
those entities, showing their distribution of the income of these 
entities. He commented that those entities don't pay income tax 
on their income. 

CHAIRMAN DEVLIN asked that the DOR put amendments through Jeff 
Martin. 

SEN. GAGE stated that he will withdraw his motion ln order to 
give Mr. Martin time to review the amendments. 

ADJOURNMENT 

Adjournment: 9:31 a.m. 

GERR 

GD/rp 
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ROLL CALL 

I NAME 

MACK COLE 

DELWYN GAGE 

LORENTS GROSFIELD 

JOHN HARP 

DOROTHY ECK 

BARRY "SPOOK" STANG 

FRED VAN VALKENBURG 

MONTANA SENATE 
1995 LEGISLATURE 

TAXATION COMMITTEE 

DATE anD4~0i'~ /995 
~ , 

I PRESENT I ABSENT I EXCUSED 1 

/ 
V 
V" 
V' 

V 
/' 

V 
MIKE FOSTER, VICE CHAIRMAN V" 
GERRY DEVLIN, 

SEN:1995 
wp.rollcall.man 
CS-09 

CHAIRMAN ~ 



SENATE STANDING COMMITTEE REPORT 

Page 1 of 1 
January 26, 1995 

MR. PRESIDENT: 
We, your committee on Taxation having had under consideration 

SB 56 (second reading copy -- yellow), respectfully report that 
SB 56 be amended, as follows and as so amended do pass. 

S i g ned :L....>..,+I...-.'-J-+-r~-I.(-,~~=!--'-"~"--"'--J.--'=''--'''-+--,
ir 

That such amendments read: 

1. Title, lines 5 through 7. 
Strike: "SHORTENING" on line 5 through "EXTENSIONi" on line 7 

2. Title, lines 8 and 9. 
Strike: "PROVIDING" on line 8 through IICIRCUTv1STANCESi" on line 9 

3. Page 1, line 26. 
Strike: "4-month" 
Insert: "6 -month" 

4. Page 1, lines 28 and 29. 
Strike: "-=--.J.E" on line 28 through "FORMS." on line 29 
Insert: "i and" 

5. Page 2, lines 3 through 6. 
Strike: subsection (3) in its entirety 

-END-

0/ Amd. 
"9L Sec. 

Coord. 
of Senate 221231SC.SPV 



SENATE STANDING COMMITTEE REPORT 

Page 1 of ? 
January 26, 1995 

MR. PRESIDENT: 
We, your committee on Taxation having had under consideration 

HB 171 (third r~ading copy -- blue), respectfully reP9rt that HB 
171 be concurred in. 

,..., ____ ....::1 



CHms, P.C. 
CERTIFIED PUBLIC ACCOUNTANTS 

December 30, 1994 

RE: Federal Retirees Pension Exclusion 

Dear Montana Legislator: 

~~:~LnE TAXflflON 

D,;iE _fk~ c:01'i J995p.o. Box 1239 

E
\/ 'D -r:~ 41 South First West 
dLcll 1,0. Malta, Montana 59538 

BILL NO. se .39 406-654-1575 
FAX 406-654-2689 

800-767-246 7 

This letter is written in support of any legislation which might be presented to the Legislature 
during the 1995 session which pertains to the refunding of taxes previously collected by the 
State on federal retirement income. As you are probably aware, many federal retirees were not 
allowed the entire refund they would have otherwise been entitled to as a result of the State 
imposing the Statute of Limitations on those years where claims were not timely filed. 

As a tax preparer, it bothers me that the State is using the Statute of Limitations in denying 
these refunds. I know of a number of taxpayers who initially filed amended returns but, after 
long delays and continued refusal by the State to pay, did not continue to file for later years. 
From our standpoint it was difficult to prepare amended returns for all of the years in question 
and charge the taxpayer for doing so when there was a delay in resolving the overall issue. 
In one particular case we had failed to file an amended return for one of the later years for a 
client and were obligated to refund that tax to them out of our own pocket. Since the delays 
were not the result of the taxpayers but rather a result of State action it does not seem prudent 
to impose the Statute against them. 

Your consideration and support of this issue is appreciated. 

Sincerely, 

1e!!':1 G ;tIc: 
Robert A. Maxie, CPA 
C H M S, P.c. 
Certified Public Accountants 

OFFICES IN GLASGOW, MALTA. SIDNEY AND WOLF POINT==============='J 



Dear Mr. Halligan: 

Rick Darvis, CPA 
121 North Main Street 

Plentywood, Mt. 59254 
(406) 765-2030 

/- YcJ~- /~;;--,;2d3/ 

LiLL r~o. ~~ ~9 

I do tax retums for apporximately nventy federal retirees. In April of 1989 I was 
made aware that these retirees may have been illegally taxed by the State of 
Montana. I proceeded to amend my clients tax retums for the years 1983-88. 
To insure that I was doing the correct things I called the MT Dept of Revenue 
on AprIl 11. 1989 (attached is copy of my phone bill). They instructed me to just 
send in the 1983 amended tax retum. They said that when the lawsuit was settled 
they would deal with the rest of the years in question. However, when the state 
settled the Sheehy lawsuit my clients were excluded because they had not timely 
filed their amended tax retums. I was very upset by this action so I called a few 
other accountants in my area. Those who called the Dept of Revenue recall being 
told the same tIling as I was told (only file the 1983 amended retullls). I feel that 
we were severely penalized because we relied on information given to us by the 
Dept of Revenue. 

I feel that the State of Montana should correct this situation. The Dept of Revenue 
is saying that we can't refund this illegally collected tax because we would be 
violating the statute of limitations law. It's ironic that they are saying it is illegal 
to refund an illegally collected tax. In private business if people are illegally 
overcharged they are made to refund the overcharge and may possibly be charged 
for illegal activities (eg. Presidcnt Clinton's lawyer friend of recent notoriety). 

Please help us keep the trust in our govemment. DO THE RIGHT THING II 

Respcctfully, 

;/;£ 
Rick Darvis, CPA 
Dec 16, 1994 



---~:. ~:"AT&T --- RICK DARVIS 
408 E LASATER 
BILL DATE: MAY 07, 1989 
ACCOUNT NUMBER: 406-765-2030-695B 

AT&T PAGE 1 

MOVING? ADDING LOCATIONS? NEED ADVICE ON LONG DISTANCE SERVICE? 
CALL AT&T ON 1-800-222-0400. 1M 

ACCOUNT DETAIL 

ITEMIZED CALLS 48.45 -TAXES 1.45 
AT&T TOTAL $49.90 

ITEMIZED CALLS 
ll\n;' 

NO. DATE T I r-iE TO PLACE TO AREA NUMBER TYPE MINUTES AMOUNT 

1 APR 10 7:34P OGDEN UT 801 625-6273 E 2 .32 -2 APR 10 7:38P MISSOULA HT 406 543-0157 E 1 .30 
3 ~EB 11 9i16A HELENA MT 406 444-2837 D 3 1.13 
4 APR 11 9:21A PORTLAND OR 503 245-9199 D 2 .49 
5 APR 11 9:39P DEERING ND 701 728-6716 E 15 2.31 
6 APR 12 2:41P MINOT ND 701 839-3726 D 3 .70 ~,-

7 APR 13 11:31A SEATTLE WA 206 622-7365 D 12 2.89 
8 APR 13 1:23P DEER I NG ND 701 728-6716 D 5 1.16 
9 APR 13 1:52P MINOT ND 701 857-5136 D 13 3.00 

10 APR 14 7:40P ALAMO ND 701 528-4302 E 10 1.48 -11 APR 17 9:04A CHOTEAU MT 406 466-2291 D 1 .47 
12 APR 17 9:05A CHOTEAU MT 406 466-2484 D 5 1. 79 
13 APR 17 9:12A CHOTEAU MT 406 466-2291 D 1 .47 
14 APR 17 9: 13A CHOTEAU MT 406 466-2484 D 5 1. 79 
15 APR 17 9:29A CHOTEAU MT 406 466-2484 D 1 .47 'IQ; 

16 APR 18 3:57P DEERING ND 701 728-6716 D 8 1. 85 
1i APR 20 9:20P PHOENIX AZ 602 468-9816 E 2 .34 
18 APR 20 9:22P PHOENIX AZ 602 957-7265 E 1 .17 
19 APR 20 9:23P PHOENIX AZ 602 265-4999 E 16 2.68 """ 20 APR 21 9:05A HELENA MT 406 442-7301 D 1 .47 
21 APR 21 9:15A HELENA MT 406 442-7301 D 2 .80 
22 APR 21 9:17A GRANDFORKS ND 701 777-3869 D 1 .24 
23 APR 23 7:24P PHOENIX AZ 602 957-7265 E 4 .67 
24 APR 23 7:28P PHOENIX AZ 602 468-9816 E 7 1. 17 :t~ 

25 APR 23 7:35P STSIMONSIS GA 912 638-6482 E 11 1. 84 
26 APR 24 9:23A EASTWESTBY ND 701 985-2413 D 7 1.55 
27 APR 24 11:37A HELENA MT 406 444-6438 D 1 .47 
28 APR 25 8:43A HELENA MT 406 444-2837 D 3 1.13 ,"", 
29 APR 25 3:48P WILLISTON ND 701 572-2307 D 2 .46 
30 APR 27 10:44A LIBBY MT 406 293-7548 D 25 8.39 
31 MAY 02 1O:32A HELENA MT 406 444-6490 D 7 2.45 
32 MAY 02 2:30P DEERING ND 701 728-6716 D 9 2.08 
33 MAY 08 9: 15A KAL I SPEL L MT 406 752-6562 D 7 2.45 iIIIlI' 

34 MAY 08 2:51P MINOT ND 701 852-4401 D 2 .47 
AT&T SUBTOTAL OF ITEMIZED CALLS $~8.~5 

" .. ", 

-
------------------------------------------------------------------------~~-

BILLING INQUIRIES CALL 1 800 325-0138 
TO PLACE AN ORDER CALL 1 800 222-0400 



~ I~. II \/\t"'l I I U I~ 

OATE ~c:<~ 1995 
EXHiBlf No.-"d~ ___ _ 
BILL NO. ~G3.3J 

Dl'(lr Governor Racicot: 

1 ;nn asking your help on behalf of the many federal retirees who either did not receive any refund 
(lr only a partial refund on their illegally collected income taxes. I understand from talking to 
S(11)e of the retirees involved in the prior lawsuit that without your help none of them would have 
rCl'ci\'ed refunds. Therefore, I am asking your help on our project to see that all of the money 
is rct urned to the federal retirees. 

1 ha\'C placed advertisements in most of the newspapers in the state. I asked for letters from the 
reI irees and their accountants on this matter. I received letters from across Montana on this 
Illilller. Following are some of the comments contained in these letters: 

-\ did my own taxes and didn't know how to file for the refund. 
-I l11o\'ed out of I he state and didn't hear about the refund. 
-l\ ly accountant advised me not file an amended return because there was little chance of 
receiving a refund. 

-[ :-;Iopped filing amended returns when the Montana Supreme Court ruled against the refund. 
-l\ ly accountant was told over the phone by the Mt Department of Revenue to only file the 1983 
Clillended tax return and to send the rest of amended returns in when the legal action was finished. 

-I quit sending in the amended returns because my accounting bill was mounting and there was 
not much hope of collecting the refund. 

-I did not file amended returns because the CCH State Tax Reporter informed me that the State 
or i\;fontana does not recognize their responsibility to refund the money. Nothing from the State 
or i\fontana indicated anything else until it was too late to file. 

-\\' e contacted the Department of Revenue each year and were advised that the only thing we 
\\crc allowed was the $3,600 exclusion. Nothing was said about amended returns. 

-The State of Montana should treat all retirees the same way. Why should some get the full 
rellllld when others do not'] 

-I feel that we should be given a second chance to file the amended returns. The amount of 
confusion surrounding this situation warrants a second chance. 

-The State of Montana should refund an illegally collected tax before it gives part of the State's 
:-;lIrplus back to other taxpayers. Part of this surplus comes from this illegally collected tax. 

The above list of comments is not all inclusive but it does show that there was considerable 
confusion concerning the refund issue. We feel that it is not just a legal issue but it is also a moral 
iS~lIc. Please help us keep the trust in government. Please contact me about this situation. 

Rl'\I~cctfully, 

12J J~ 
Ril'k Darvis, CPA 
i'-\wcmber 17, 1994 



November 18, 1994 

Rick Darvis, CPA 
121 N. Main St. 
Plentywood, MT 59254 

Dear Mr. Darvis: 

SEN:;TE0AXill~ 
U. ,i E ~-"Q]=-L-:f;,...1_2 ... -tfS 

txiLl3i T NO. i .. 
SILL NO. ~ 31 

I saw the enclosed ad in The Missoulian a while back. My 
father is a retired federal employee (age 83 years). He was 
not one of the retirees who was named as a plaintiff in the 
lawsuit. After the Supreme Court ruling, last year I filed 
amended returns for him to the State for the years 1987 and 1988. 
The State paid him, with interest, for 1988 - but said they 
could not go back past 5 years for amended returns - so they 
in effect owe him for the years 1983 thru 1987. He did not 
keep copies of his returns for more than 5 years; the State tells 
me they only keep copies for 5 years. There must be a lot of 
retirees in this position. Do you know of any remedy for them? 

I could get his income information for those years from the 
IRS & so could prepare amended returns - but if the State won't 
honor them it would be a waste of time. 

Wouldn't the State Legislature have to appropriate money to 
pay these retirees, who were not joined in the lawsuit? 

Any info you can share with me would be appreciated. 

Marilyn . Sewell 
601 Cherry St. 
Missoula, MT 59802 
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DEAR MR. DARVIS 

SEN.AT~-________ . 

C ',E ~ cRi 11.1.5 
l,'.[;,l3i INn. 7 ..... 
BILL NO. &B37-__ ___ 

STEVENSVILLE, MT. 
Nove.mbe.JI.. 10, 1994 

THE ENCLOSED IS OUR EXPERIENCE WITH THE FEDERAL RETIRED TAX 
REFUND. I CONSIDER MYSELF TO HAVE BEEN SCREWED OVER THOROUGHLY. 
PARDON THE JARGON; BUT, THAT IS HOW I SEE IT. 

ANYWAY, I WILL ASSIST IN ANY MANNER I CAN. THANK YOU FOR 
YOUR EFFORTS. 

INCERELY 

PEACE RAVALLI COUNTY 



State of Montana 

Mick Robinson, Director 

June 20, 1994 _ 
-.-----: 

EDW ARD G. SPERRY 
5775 EASTSIDE HWY. 
STEVENSVILLE MT 59870 

M arc Racico~ Governor 

RE: Amended Return(s) Received For Year(s) 
1983"'; 1985 1987 
1984 1986 

Dear Federal Retiree: 

Income and 

Jeff Miller, Administrator 

In reviewing the amended claims med because of the "Davis vs. Michigan" decision, I fmd you 
have not replied to our previous request for completed amended returns. 

Under federal law, a claim for refund can be protected if a taxpayer submits a claim for 
unknown amount of refund which keeps the ~tatute of limitations open for an extended period 
of time. This concept is known as a "protective claim". However, there is no similar Montana 
law that allows a "protective claim". Refunds can only be issued when an amended return is 
completely filled out. 

Therefore, please use the enclosed fonus to complete your amended return for those tax years 
checked above and return to us by July 6th, 1994. Unless we receive the completed amended 
returns by July 6th, we cannot process you claim since you did not request any refund. 

If you have any questions, please call 444-3550 or write to me at the above address. 

'l '~\C ~)Af \~r\. r(yy\\6h 
Brenda Thomas, Tax Examiner IT 
Income & Miscellaneous Tax Division 
Office Audit Section 
P.O. Box 5805 
Helena, MT 59604-5805 
406/444-3550 or 444-0291 

Enc: 2X fOnTIS 



J e.-6 6 M.-LU e.'l 
MT De.p.t.. .. o~ Re.Ve.ruLe. Income. Ta.x. D'{'v.<A.{.on 
P. O. Box. 5805 
H~e.na., MT 59604 

3 AlLglJ...-6.t.. 1 994 

S omuh-lng haA gone. a.wJtY. We. ne.e.d y OlVl a...6-6-w.ta.nce. .t..o coJtJte.c..t.. 
.t..he. -6.:t1Lt.-U..-6 06 OlLJt F e.dvr.a..t Jte...t.-Vt.e.d .{.ncome. .ta.x.. 

WQ~ co~blL.t..e.d .t..o .t..he. o«g.{.na..-t -6u.-{.;t on a..t.. .te.a.-6.t.. 2 
OCc.a...6.{.On-6. We. pJtov'{'de.d da..ta. .{.n Jte.-6POn-6e. .t..o S.t..a..t..e. .ta.x. 06-6.{.~ 
whlUte.v Vi'~ a...6ke.d -6 oJt. 

In ;the. pa...6-t -6e.w mot'l.-tM ;the. Gove.JtnoJt'-6 de.c..w-i-on .t..o ma.ke. a. 
Jte.-6lLnQ PJte.u p ~e.d a. .t e.;t.t..Q.Jt -6 Jt 0 m y 0 lLJt 0 -6 -6.{.Ce.-6 Jtvi lLe.-6~ 9 am e.nd e.d 
-6oJtm-6 60Jt y~ 83, 84, 85 86, a.nd 87. We. -6e.n;t ;th0-6e. w-i-.t..h-i-n 10 
da.y-6 06 ;the. Jte.qlLe.-6.t... 

S u.. b -6 e.q lLlUt-t.t y me. s;ta.;te. 0 n :thJf.-e.e. 0 Cc.a...6.{. 0 n-6 Jte.q /Le.-6-te.d :th e. 
1983 Jte~. The. S.ta-t.e. .te.;t.t..Q.Jt Wa...6 c.t~y che.cke.d on on.ty ;the. 
1 9 8 3 da..t..e. • We. ita.. v e. a.:t.ta.che.d a. co p y 06 yo lLJt .t e.;t.t..Q.Jt c.t~y 
-6h.ow-i-ng why we. on.ty pa.-i-d a.;t:t~on:to 1983. We. PJto v'{'de.d ;the. 
ame.nd e.d JtUu.Jtn e.a.ch :t-i-me.. T he. ~-t :t-i-m e. we. -6 e.n;t -i-.t.. Jte.g -w:tQ.Jte.d 
m~. 

We. ita..ve. be.e.tt. .{.n,.-6oJtme.d by phone. by yOlLJt pQ.Jt-6on.n..e..t (ScoU) 
;tha..:t y O/L ha. v e. 3 cop.{.e.-6 06 0 lL.t.. 8 3 6 0 JU7I • T h-<A -6lLJt e..t Y -i-nd-i-ca..t..e.-6 
-60 m e..th-i.ng ~ am-w-6. We. ha..d no JtQ.a...6 0 n :to -6/Lb m-i-.t.. a. 8 3 Jte.:ttvut. a.g a.-i-n 
a.nd a.ga.-i-n e.x.ce.p:t :tha..:t ;the.y wQ.Jte. Jte.q/LQ.-6:te.d. I-6:t..h.U Wa.-6 ;the. ca....6e. 
d 0 Q.-6 -i-.t.. no:t -6:tand :to JtQ.a...6 0 n.. ;th.a.;t ;the. o;th Q.Jt -6 0 Jtm-6 6 0 Jt ;the. 0 ;th Q.Jt 
Y ~ a.Jte. .t y -i-ng -60 m e.whQ.Jte. -i-n ;the. b lVlea.u.CJta.C y • 

We. a...6-6u..me.d ~ a..iong :tha..t. :the. .If..~ -60.1[. ;the. 0:thQ.Jt yQ.O.A.J;, 
W Q.Jt e. -i-n 0 Jtd Q.'l a...6 8 3 Wa...6 W ha.;t ;the. -6;ta.:t e. Jt e. p e.a.;te.d.t y Jt e.q lL e.-6-t e.d • 

S~, p.te.a...6e. g.{.ve. :th-W -6ome. obje.c:t.{.ve. :thO/Lgh.;t we. ha.ve. done. a...6 
~-tJtu.c..t..e.d 6Jtom da.y one.. We. ha.ve. a..iwa.Y-6 pud OlLJt .ta.x.e.-6. T~ 
a.-6 -6 ~ ha..-6 lL-6 d e.e. p.t y d.<A-tu.Jt b e.d • We. u.nd Q.'l-6:ta.nd ho w ;th.-i-n 9 -6 c.a.n 9 0 
am.<A -6 -i-n .ta..If.. 9 e. 0 -6 6 .{. cQ.-6 h. 0 W e. v Q.'l U .<A :t-i-m e. -6 0 Jt -6 0 m e. 0 n e. .{.n 
a.lL.t..h.o~y :to g.{.ve. lL-6 a. ha.nd. 

We. v Q.'l y -6-i-nc Q.'l~ y ;th.a.n..h, yo /L -6 0 Jt Ij 0 lVl a.;t:t~o n . 

EdWa.Jf.-d G SpQ.'lJty 
JlL-6UCe. 06 me. Pe.a.ce. Ra.v~ Cou.n-ty 
5163 Ea...6:t S'{'de. Hwy. 
S.t..e.ve.n-6V~e., MT 59870 



State of Montana EXHIBIT /0 
Marc Racicot, Governor 

Department of Revenue 
Mick IWbintlon, Director 

August 17, 1994 

EDWARD G AND BETIY R SPERRY 
5775 EASTSIDE HWY 
STEVENSVILLE MT 59870 

-"~' ... 
DATE. I - ? 4- -9 5 

ll- SB31 

Income and 
Miscellaneous Tax Division 

Jeff Miller, Administrutor 

RE: Your August 3, 1994 letter - Federal Retiree Amended Returns 

Dear Mr. and Mrs. Sperry: 

The original 1983 amended return was received in our office on April 12, 1989. The 
1983 amended return appears to be the only one timely filed. That amended return 
was incomplete. It showed only the figures as originally filed. 

During the course of completing the project of issuing the refunds due to this lawsuit, 
the Department gave those taxpayers that had sent incomplete amended returns the 
opportunity to submit a completed form. 

Please note in the letter dated April 14, 1994, only the 1983 i$ checked in the 
caption. Since that was the only year for which an amended return was on record, 
that was the only year that you could complete. 

The Statute of Limitations is explicit related to the filing of amended returns. Each 
year on April 15th, a tax year falls outside of statute. For example, the 1983 
amended return had to be received in our office on or before April 15, 1989, the 1984 
should have been received on or before April 15, 1990, and so on. In an effort to 
advise taxpayers of this situation during the time the case was in court, the 
Department issued Public Service Announcements on radio, TV and in all major local 
newspapers. 

n A.. Rn" ?0270 1 (406) 444·2337 Helena, MOIILln.! ~ql;20·271)1 
"'" n Rlluul OpportUl\i ty Employer" 



Edward G. and Betty Sperry 
August 17, 1994 
Page 2 

Since the 1983 is the only timely filed amended, that is the only year that can be 
refunded. 

I hope I've answered your questions satisfactorily, but if you need further assistance 
or have other questions, feel free to contact me. 

Sincerely, 

~j~ 
Jeff M41er ~Administrator 
Income an Miscellaneous Tax Division 
406-444-2842 



EXHIBIT /0 
DATE. 1-;;- !f - 95 

L S'B 31 

2386 Highway 93 . P.O. Box 608· Victor, MT 59875-0608 . Phone: (406) 642-6647, (406) 642-3792 

Income and Miscellaneous Tax Division 
Attn: Jeff Miller, Administrator 
P.o. Box 202701 
Helena, Montana 59620-2701 

September 12, 1994 

RE: Edward G. and Betty R. Sperry: Federal Retiree Amended 
Returns 

Dear Mr. Miller: 

Mr. and Mrs. Sperry are friends of mine and I have agreed to 
correspond with you on their problem. Their problem is that your 
Division has refused to refund taxes paid under protest by the 
Sperrys; Mr. Sperry is a retired Air Force officer and falls 
within "Davis v. Michigan". I was in Helena the 8th and 9th of 
this month and called your office, but you were not available 
when I called. 

The Sperry's sent to your Division their Federal Retiree 
Amended Returns for the years 1983 through 1987, inclusive, in a 
timely fashion. They have provided to your office copies of the 
Amended Returns when the Division said that they had no record of 
such filings, except for the year 1983. It is my position that 
if your Division denies that it received the Sperrys' Amended 
Returns for 1984 through 1987 that in the event of trial the 
trier of fact will have to decide who is accurate - the Sperrys 
or your Department. In other words, the Division's assertion is 
not dispositive of the issue of whether or not the Amended 
returns were sent in the proper time frame. 

Please give me your position in regard to the evidence the 
Sperrys have provided to your Division, that is their copies of 
the Amended Returns for 1984 through 1987 as proof of the 
submission of those documents in a timely fashion? Also, please 
advise me if there have been any law suits filed by persons who 
disagree with your Division's record keeping in regard to whether 
or not Amended Returns were filed by retired service members? 

cc: Mr. & Mrs. Sperry 



State of Montana 

Department of Revenue 
Mkk Ilu!'ill~OIl, Uireclor 

September 28, 1994 

J G SHOCKLEY 
POBOX 608 
VICTOR MT 59875-0608 

Man; Ilackol, (;"v",,,or 

RE: Edward G. and Betty R. Sperry 
Federal Retiree Amended Returns 

Dear Mr. Shockley; 

J nco me am] 
Miscellaneous Tax Oivisioll 

,Idr MiIIN, AJ,"illisl'iI,ut 

I have again researched the Sperry's file and found the information shown in the letter of 
August 17, 1994 to be accurate. 

When the Department became aware of the Davis vs. Michigan case and started receiving 
telephone calls from taxpayers involved in the issue, Ihe persons answering the phones 
informed the taxpayers what they needed to do. 

The first step was to file the 1983 amended return as soon as possible, since the 1983 was 
in danger of going out of Statute. Within 6 months. when the case was not yet settled, the 
Department sent denial letters to the taxpayers that had filed the amended returns. The 
taxpayers were advised of their right to appeal and a special appeal form was sent. In order 
to protect their appeal. the form had to be returned to our office within 10 days. 

Each time an amended return was received, denial letters and appeal forms were sent, 
again with a time limit for returning them to our office. 

The Sperrys submitted a 1983 amended return, signed April 9, 1989. It was received in our 
office on April 12, 1989. The return was incomplete, but the Department held it pending the 
finalization of the case. 

When a settlement was reached, the amended returns on file were sorted and reviewed. 
Taxpayers like the Sperrys who had sent in incomplete amended returns, were given the 
opportunity to complete the return and send it back to our office. The Sperrys returned the 
1983 amended return to us, still incomplete. One of our examiners completed the math and 
allowed the requested refund. 
J G. Shockley 

P.O. Box 20270 I (4n(;~11.1.2R37_~_..,.,. __ ~H=,,=I'~=lIi.:.L.l, !>101~.'..'.~~"!)(!:~O·27() I 
:...:.:.::...:....:.c::..::....::.:.:..::..:..:.:-:..·-------"";7,,-,,7.E-.I'-,,,-t-';-1 ()I'I'" .. lllll lly ElIIpl<,yur" 



J. G. Shockley 
RE: Edward G. and Betty Sperry 
Septen;ber 28, 1994 
Page 2 

EXHIBIT_ ...... /t..,;:O~ 
DA T_E._",-I -->:J)-'-.-tf...l..--1-L::5=:::-

1 .... L _...:;;5;...;;B~3....1..9_ 

Consistent with the single amended return on record, the Department has only one appeal 
form for the Sperrys. The amended returns for tax years 1984 through 1987 were not 
received in our office until well past the Statute of Limitations. 

It is unlikely that the amended returns would have been separated at the time of receipt. 
It is the Department policy to keep documents that are received at the same time together 
Since we have record of the 1983 having been received in 1989, if other returns were sent 
with it, they would remain in tact with the file. 

If the Sperrys have documentation that all of the returns were sent at the same time; a 
certified mail receipt, or other documentation, please provide a copy and the returns will 
again be reviewed and refunds processed if appropriate. 

Until then, I have no choice but to disallow the refund claims since it appears the returns 
were not filed timely. 

At this time, no lawsuits have been filed by other retirees who have had the amended 
returns denied because of not filing timely. 

I hope that I have answered your questions satisfactorily, but if you need further assistance, 
feel free to call or write. 

Sincerely, 
(i .. , 
\ I \ ~ \ I j 

~eJ\~;;ler, Administrator 
Income and Miscellaneous Tax Division 
406-444-2842 

CC: Edward G. and Betty R. Sperry 



qade Jlccountinq 
AX,~TION 

'yf!!I/.~~-cili, 11?~ 
. II _____ ~ _____ (_406) 487·2888 

:16 .39 487·2m 
Darrel Tade, CPA 

MEMBER: 
Montana s.>ciety of CPA's 
American institute of CPA's 

Ce'Lt/ied Public cAccountal1ts BILL UJ. 

RE: Taxation of Federal Retiree Income 

To Whom It May Concern: 

Please be aware that I contacted the Montana Department of 
Revenue with regards to filing requirements necessary to 
preserve federal retirees excludable income for state income 
tax purposes. Although I did not document the date and time, 
I clearly recall being told that I need not file amended 
returns because the state would waive the statute of 
limitations regarding excludable federal retirement income. 

Based upon what I was told, I did not file anything in 
anticipation of a clearly defined "game plan" to be issued by 
the Department of Revenue. I was surprised and disturbed to 
find that the Department later applied the statute of 
limitations in denying the retirement income exclusion. 

If there are any questions regarding this statement, please do 
not hesitate to contact me at the above address. 

Sincerely 

~~d~ 
December 19, 1994 

-124 Main street 
P.O. Box 689 
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SEN:HE TAXATION 

D/'TE~ciI~ 171.:r 
E;,ii.uli rn~ _____ _ 

Box 316 
BILL NO, ~~.:1i ----

Rick Darvis, CPA 
121 N. Main Street 
Plentywood, Montana 59254 

RE: Tax Refund for Retirees 

TO WHOM IT MAY CONCERN: 

Hardin, Montana 59034 

This letter is to protest the manner in which the State of Montana 
handled the refund due to the Federal Retirees. The U.S. Supreme 
Court ruled the State of Montana incorrectly taxed our retirement and 
we were due a refund. 

I received a partial refund and I feel I an entitled to the full 
amount. 

rely, 

redJ'~~ o/tlWL 
Capt. USMC 
49l-38-6748 



SEN,HE TAXATION 

DIJ[~·«iIU.5 
EXHIG~ rw.~ = . 

/BILL )JO. :--s.uw:..'!}...i£"I3!~_ 
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Mr. Rick Darvis. CPA 
121 N. Main St. 
Plentywood. MT 59254 

Dear Mr. Darvis: 

0" : ... ,,~~ 

~"I['_~ ~* 199.5 
EXH i b i I i'lv.-+/.;--~.L------
BILL NO. dl.3 31 

1034 Terry Avenue 
Billings. MT 59102-5440 
September 26. 1994 

Referring to your ad in the Billings Gazette yesterday, September 25th. I am one of the 
federal retirees who did not receive a full refund on taxes incorrectly collected by 
the State of Montana. 

Although I did receive a refund for 1988, I was told I did not file an amended tax re
turn in time for the other years. 

I retired from the Billings rost Office in 1973 as a Rural Mail Carrier. My Social 
Security No. is 701-12-5238. I would appreciate hearing from you. 

Yours truly, 

Thomas B. Martin 





JERRY D. HANSEN 
Certified Public Accountant 
Masters of Business Administration 

October 14, 1994 

Rick Darvis, CPA 
121 North Main Street 
Plentywood, MT 59254 

Dear Rick: 

TW One, Suite 214 
404 North 31st Street 

P. O. Box 293 
Billings, MT 59103 
Office: (406) 255-7461 
Home: (406) 652-0479 

I agree with your position that any taxes collected by the State of Montana 
from Federal retirees should be fully refunded immediately. When the State 
assesses for back taxes, it adds interest and penalties. The State should 
follow it's own example: refund the taxes, along with interest and penalty. 
To take any other position is un-supportable. If the State cannot make prompt 
refunds it should declare bankruptcy. 

This is only one example of why the State's current financing system is out of 
step with reality. The Old Fund Liability Tax unfairly assesses today workers 
and business owners to pay for past liabilities. And now we read that the 
State Capitol needs extensive repairs because preventative maintenance was not 
performed. These examples illustrate why the State's short-term "cash basis" 
financing system is out of step with the realities of the 1990s. When there 
is a cash "surplus" the State spends it. When a cash "short-fall" exists in 
the current year the system simply delays payments and shifts the "short-fall" 
to the next year. In other words, the State shifts mistakes of the past to 
current and future taxpayers. The State's position on delaying refunds is 
that these taxes were spent in the year collected and no money is available 
for refunds. The fact is that the State failed to balance the budget in the 
years it collected the taxes. 

The only way the State can resolve these problems is to adopt operating 
procedures that respond to the realities of the 1990s and create a financing 
environment that takes a long-term perspective. 

Thank you for spear heading this issue. 



1\'S~1 ~~~r.~~~,:.,STANNEBEIN & BATESON 
CERTIFIED PUBLIC ACCOUNTANTS 

Oct 24, 1994 

Rick Darvis, CPA 
121 North Main Street 
Plentywood, MT 59254 

Dear Mr. Darvis: 

S El'tu nXAT1 ON _______ _ 

[) ,1E~Y~ cXi ti.95 
" , ", 'Il /1'1 
L ,j I, j it..., .+-:. :''7---=-----

-.,,, S-l3.3~ 
L220 WE5LLA.\1:-'1E-P_QSDX.l295 

BOZEMAN. MO!';T ANA 59771-1965 
PHO!';E 406'587-1277 

FAX 406-587-8794 

I totally agree wi th you. What the State has done is a grave 
injustice. In regards to Federal Retirees, we were filing the 
amended returns on a year to year basis, awaiting the outcome. 
After the case was lost in the Montana Supreme Court, we 
discontinued filing amended returns, as our firm does not believe 
in creating unnecessary accounting fees. 

Our cl ien ts are receiving part ial refunds, but not the en tire 
amount they should be entitled to receive. If we had filed 
additional claims, our clients would complain about work being done 
on an issue that was, at best, remote. Now our clients are saying, 
"Why didn't you do your job and file those claims?" 

In addition, we had some clients that came to us, after the fact, 
without having filed claims. They are in the position of not 
receiving any refunds. Yet, their situation is no different than 
those who did file claims. 

We strongly feel that if the State were going to concede this issue 
after winning it in the Supreme Court, the State should treat all 
Federal Retirees equally and allow them to receive their refunds. 

Please contact me if there is any additional information you need 
from us. We appreciate your efforts in this endeavor and offer our 
support. 

Sincerely Yours, 

W~'rk~ 
Harry F. Stannebein 
Certified Public Accountant 



c'r'l .... ~-rV',TlnN ,'. _ \ I ~ It,? I U 

[} ,I E __ ~/4'!'1f! c7~ /9 95 
E" JI"lf NO ,/~9£-__ _ },tlltl .- , 

BILL NO. 4631 

S 0- R ENS 0 N & HANSON 
CERTIFIED PUBLIC ACCOUNTANTS 

FAX (406) 755-6661 126 FIRST AVENUE WEST. P.O. BOX 1776. KAUSPELl. MT 59903-1776 

October 13, 1994 

Rick Darvis, CPA 
121 North Main Street 
Plentywood, MT 59254 

Dear Rick: 

PHONE (406) 75S-6655 

A Federal Retiree gave me your letter about Montana Federal 
Retirees and the Davis case. 

Please be advised this firm does a few federal retirees that 
Montana has illegally collected taxes from. I have enclosed a 
pencil worksheet of six of these taxpayers. I am also photocopying 
for your records some letters I have already written pertaining to 
this same thing. 

Also Lawrence Allen has had numerous calls from other CPA's and has 
referred the calls to myself as if I were an expert on this case, 
of which I am not. I am just concerned that my taxpayers are 
getting taken to the cleaners by the State of Montana. 

Two CPA's that have called me and left me their number said to call 
them with any other information or questions. Their names are as 
follows: 

Curt Ingold 
Missoula, Montana 
728-3134 

Joe Ivanich 
Butte, Montana 
723-5454 ext 72128 

Ivanich is a CPA in Butte, I believe that he works at Montana Power 
and does tax returns on the side. 

If I could be of any help to you, please let me know. 

Very truly yours, 

KARL E. SORENSON 
Sorenson & Hanson 
Certified Public Accountants 



\X:ard F. Junkcrmier, CPA \X';dtn J. Kno CI';\ 
George L Campanella, CPA Jerry L LehmJll, CPA 
RIck A, Frost, CPA Daniel J, Konen. CPA 
Robert E. Nebel, CPA James \'. Galipeau, CPA 
Joseph F. ShC\lin, CPA Robcn E. C',s, CPA 
Ronald A. Taylor, CPA Dan'"l j, [Igem>n, CPA J unkermier . Clark 

Campanella· Stevens· P.C. 
rC~e~rt~ifi~le~d~pP.u~b~l~ic~AA.c~c:o~u~n~ta~n~t~s----------------------------------~Tj~~~~~~~~.~~ 

Kent A, Borglum, CPASEfi(\ TE,xNff-dNm",n, Cl'\ 
Terry L Alborn, CPA 

October 18, 1994 

Rick Darvis, CPA 
408 Lasater - Box 291 
Plentywood, MT 59254 

Dear Rick, 

Thank you for your recent letter with regards to federal retirees. 
As you indicated in your letter we will be sending a copy of your 
letter to some of our clients who in 1991 and 1992 decided not to 
file claims for the tax years 1986 and 1987. If you remember back 
at that time the Montana Supreme Court decided on the issue of 
federal retirees that they were not entitled to federal refunds on 
a retroactive basis. As a result of that ruling we advised our 
clients that the decision was up to them whether to keep filing 
claims for a refund on retroactive tax years. Some of our clients 
did and some didn't. 

One of our clients is concerned about this situation and rightfully 
so. The concern about this situation has to do with the governor's 
out of court settlement with the class action lawsuit. The 
resulting position by the Montana Department of Revenue is not to 
honor any claims not timely filed. As you know allegations have 
been made about information the Department of Revenue issued in 
regards to filing claims. We have spoke with other CPA's and the 
Department of Revenue's position at one time was to not file claims 
as they were waiting for some legal decisions to be made before 
they would process any claims. Any such contentions in a court of 
law would be a question of our word versus the Department of 
Revenue's word in such a situation. Therefore any class action 
would be controversial and difficult. However I agree that if the 
Governor was going to pay refunds to those federal retirees who had 
filed claims and had been part of the class action lawsuit, then 
all such taxpayers should be treated equally. 

145 \\'est Front SUL'et, #3 • PO, Box 8929 • Missoula, Montana 59807 • (406) C,49-4148 • FAX (.:jOC,) 549-J,()(),) 



Page 2 
Rick Darvis 
October 18, 1994 

We will be glad to lend help and assistance that we can in your 
efforts. 

Best Regards, 

JUNKERMIER, CLARK, CAMPANELLA, STEVENS, PC 
Certified Public Accountants 

?!:1!:J.1:; CPA 
Shareholder 

WJK/ld 
cc: JCCS Tax Committee 

Montana Society of CPA's 



11/17/94 

DALLAS A. ROOTS 
CERTIFIED PUBLIC ACCOUNTANT 

127 McLeod Street 
Telephone: 932-5322 

BIG TIMBER, MONTANA 59011 

SEflnE TAXATION -_ 

;, [~U4~02~ /91:s 
: '" J ': 0 --_'? "7 ~ ,,1~1 h' .~L_ 

[dL [':0, 66 39 

Rick Darvis, CPA 
Darvis Accounting PC 
PO Box 291 
Plentywood, MT 59254 In Re: Federal Retiree Refunds 

1983 to 1988 

Dear Rick: 

Thank you for your efforts to get the ball rolling to request the 
Montana Legislature to authorize refund of taxes erroneously paid to 
the State of Montana for the years 1983 to 1988. 

Per Bob Turner of the Dept. of Revenue at the Montana State Tax Conference 
held on 11/16/94, there are still approximately 1,500 federal retirees 
who could claim approximately 7.8 million dollars of overpaid taxes. 
The Dept. has already paid 5,600 federal retirees 8.7 million for 1983 
to 1987 plus interest 2 million, and another 4 million for 1988 refunds. 

There was a lot of confusion as to whether claims would be allowed since 
it was accepted and required procedure to exclude only $3,600 of Federal 
civil service pensions, and to exclude all of state, county, and local 
pensions. I did test one amended return in April 1989 for 1983 to see 
if the state would allow refunds. The amended return claim was denied 
with instructions to appeal standard language. As the claim was for only 
$50, the client did not wish to appeal as the time to appeal would eat 
up the $50, and still no guarantee of a refund. I got the message that 
the state would not honor refund claims on this retiree question without 
an appeal and did not pursue further refund claims. Now 'that the state 
agreed to pay the erroneous taxes collected, I am requesting that the 
same treatment be accorded to all federal retirees who paid state taxes 
in error. The instructions for 1989 Montana state that civil service and 
military pensions will be 100% excludable; however for prior years, no 
refunds of taxes will be made until a decision is rendered by Montana 
courts. It states that an amended return may be filed but refunds will 
be held until the decison by the court. The 1990 instructions state 
nearly the same with the addition that District Judge Sherlock had 
sustained the Department's position that no refunds would be made and that 
the matter had been appealed to the Montana Supreme Court. 

Since noone knew how refund claims would be treated until the Montana 
Supreme Court ruled in 1993 that they were allowable, it requires 
retroactive tax returns preparation. This is much like retroactive 
tax increases which should be illegal but happened in August 1993 when 
the federal tax increase was made retroactive back to the first of the 
1993. 

Asa matter of}l'fairness to the federal retirees who could not know the 
results of the Supreme Court decision until after it was made in 1993, 

request they be allowed additional time to claim the refund of erroneous 



Rick Darvis, CPA 
121 North Main Street 
Plentywood, Hontana 59254 

Dear Mr. Darvis: 

James E. Bell 
(f/ulijid .Cj~/'lrr .r0,,,,,n/a,.l 

P.O. Box 1955 

Kalispell, Montana 59901 

(r -I " ~_ ';' '11 'IN 

.....• '.~.' .'.~ ___ ,.:J~ /9.15 
~ '-,r-..'~~ L\111DI i ',J. 

BIll HO. ~6!J 9 

Telephone 40&-755-5009 

October 17, 1994 

I could not agree with you more concerning Montana Department 
Revenue 1 s inept handling of the refunding of retirement income 
incorrectly taxed on the income tax returns of the federal 
retirees. 

Only those retirees that filed timely "amended returns" were 
elgible to receive the refunds. All of the retirees that did 
not file the "amended returns" timely because of not having 
been properly informed are being told by the Montana Department 
of Revenue their attempts at applying for refunds will be for 
naught. 

I am a subscriber to the CCH Montana State Tax Reporter and 
when this was being published by Bender 1 s one of their updates 
informed us that Montana does recognize their responsibility 
to refund the federal retirees the state could not afford it 
and they would have to go to the taxpayers for the money so 
therefore they would not refund the money. This kind of negative 
assurances, in my situation, caused me not to file "amended 
returns" because of the exercise in futility. Nothing that I 
received from the state indicated anything else until it was to 
late to file "timely amended returns". 

Thank you for your interest in this matter. 

Sincerely, 

JEB/bm 

MEMBER AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
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Lt'" j,L,j 

Bill 

'\ove~ ~, ~ 994 

TO WHOM IT MAY CONCERN: 

I an a tax Dreparer in Libby, Montana and have done the tax 
returns for James V. Racicot, 6766 Pi~e Creek Rr. ,Li~by, Monta~a, 
SS~ 517 36 4773 for several years. 

He has a military retirement pension and each year we questioned 
the exclusion on the Montana State return. We contacted the 
state office each year and we ~ere advised that the years 1985 
through 1988 we ~ere only allowed the $~600.00 exclusion, and 
nothing could be done about it until it was decided by the 
courts. Due to this information received, we oid not file an 
amended return for these years. Now we find that an amended 
one could have been filed, but now it is over the limit of being 
timely filed. I feel this is very wrong. If I hadn't checked 
with the state it might have been our fault, but according to 
them this was not an option. 

At this Doint in time I do feel that he should be entitled to 
file amended returns for these years. 

Irene Loveless, Tax Preoarer 
P.O.Box 44 
Libby, ~t. 59923 

406 293 9091 



ck Oarvis CPA 
.1 North Main Street 

lentywood, MT 59254 

ar Sir: 

SENIITE TAXATION 

Cl[~,,~~ ... ,;] W15 
[.),',' I Ii i ...., 1t"... __ 01_ 

Robert A. Schnfildt;o. ~ a-i--- ---
Nita J. Schmidt -----
P.O. Box 941 
Hamilton, MT 59840 

November 28, 1994 

- are writing you in regards to the Civil Service Taxation 
r years 1982 - 1987. 

- think it is the duty of the State of Montana to pay us 
refund for those years. 

'e to a misunderstanding, the amended papers were not filed. 
feel it should not make any difference if they were filed 

I time or not. The State still owes the money illegally 
"'xed. 

5urs truly, 

,~~~)/ tfeJ,11)1:C:'lf 
bert A. Schmidt 

~Z 1-- ;t:=flnu -L/ 
t/ 

ita J. Schmidt 



nie!\: Larvls 
-121 N. Ze in St. 
r 1 en t .;r"': 8 0 C, iVa 5:: 2 ~ 4 

Dear lr..r. D<jfvls: 

The Eutjeet of incorre teX refun6s 
fer i~ontBna federe1E:?t1reEE -.. :ho 
fn11e6 to "t1rr;ely file ll &!rer.:ec 
-tax retur'ns-vl8B dlEcuEEeel'~ondE:y 
t y t h 2 Eo z e m & n NA.t:u' E e t 0 I>:' e r • 

Ihe ct&pter voted to EUprort y~ur 
effD~t ~o attain 2uch fefun6E, 
elttoufh no forT waE 'fivcn to the 
tJ~e_af_Eupport. ---

The S~ptemter, Octoter en~ Ncvemter 
iSSUES of tte notional NA~FE ~acezlne, 
"Ret1rerrent LifE,~rfive in,the 'State __ 
Stets ll section a SUT.lTar y of rene in£, 

_act~ons, 1:;y st8tes,ttBt first ref USEe 
to TE:~e refunes Bnc then E2t up 
"tl!Iely filinF" or slrr.llaf rOBctlocks 
to 'fu.ll 'p8yu;-ente. 

''---'If ""';'u--t.-:;-;:::"-c ---1i~-ec-''''·,:",....c: ,...~"'nc""~·r.D 
__ ) v l.l ~ "~. ...: u. '- v .1. v .. ~ '- ..... ' .. ) LJ \..,. - J. !J ..... _J ( 

f- ~ r !Il'- n ,,' f:. '" -;;' .. I Q ~ 0 + ~ 0 n Q U" ..... v'lc:<" "'~""1""'~""C.~" .... ..... , yo cc:n 
cont8c~ ths tEeBEurer, Fr8n~ J~lv1n, 
3J2 N. 16th, bozcrr&~ 5;715 (~E7-3562). 

::lncerely, 



Eidi,Di r no. 0.1 

BILL NO. ~ 31-

Kr. Rick Darvis, CPA 

Dear Sir: 

As a Tax Practitioner, I feel that the State ;ofl(ontana 

should pay the refund of tax paid on the Civil Service 

retirement for the past years. 
Even tho the amended returns were not filed. 

Yours Truly, 

- - /1 /) 
.1 '(~)~;~/ /}1~ 

Bpna!d Worm 
,,0 JV' 



Director 

Montana Dept of Revenue 
125 North Roberts 

Helena, MT 59604-5805 

Dear Sir, 

riC! c::? 
, \, . --~"- --~.----~-.-----

POBox 1 ~5J :n. ~a9 __________ _ . 
Monarch, MT 59463 

December 1, 1994 

The State Federation of NARFE has r~cently advised Us 

that those retirees who did not file amended returns in time 

to meet the statute of limitations for (in our case) the years 
1984,85,86 and 87 should write to you explaining "our circum

stances". The following is our attempt to do that. 

Since we live on a ranch in the Little Belts, we must 
drive 10 miles for the mail, we can not get a daily newspaper 

and we have not attended local NARFE Chapter meetings. 
We attended the May 4, 1994 hearing in Helena and we strongly 

disagree -with the statement made by the State Federation Rep. 

for NARFE that "If retirees did not know about filing amended 
returns by reading the newspapers or thru their tax consultant 

that was their tough luck". 

The only information we received on "Federal Refund Claims" 

for the years 83 - 87 incl. was the 9/29/89 letter from your 

office. In the first paragraph you said that "Earlier this 

year you filed a claim for refund(s)"---"and we deny your 

claim for refund." In the sixth paragraph you said that if 

we disagree with the denial we should file an appeal within 

30 days of the date of your letter. The appeal would be held 
awaiting the outcome of the Sheehy case. We filed the appeal 
you provided on October 1, 1989. 



2 

- R~sed on the above, would'nt you agree that, from our 
standpoint, we took the necessary steps to get the refunds 
depending on the Court's final decision? 

We received refunds for the years 1983 and 1988 apd we 

thank you for those. You are still holding $2621.00 of our 

money for the years 1984 thru 1987. 

Encl. Dept of Revenue 9/29/89 

Sincerely, 

/;;;;/.;;;Jf J!4~ 
Robert W. Miller 
POBox 125 
Monarch MT 59463 
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State of Montana 

Department of Revenue 
Mick Rohinson, Director 

April 6, 1994 

MYRON C HAKER 
POBOX 1 
STANFORD MT 59479 

Marc Racicot, Governor 

RE: Amended Return(s) Receive<l_F~~~ear(s) 1986 1987 . 

Dear Federal Retiree: 

Income and 
Miscellaneous Tax Division 

Jeff Miller, Administrator 

In a recent review of the amended claims fIled because of the "Davis vs. Michigan" decision, 
it came to our attention that your above amended return(s) were received after the statute of 
limitations for that year and cannot be accepted as timely fIled. 

Under Montana law, an amended refund can be fIled five years after the original due date of the 
return. The statute of limitations for th" '-:test year, 1987, was April 15, 1993 which is five 
years after the due date of April 15, 1988. All the other years, 1983 through 1986, expired five 
years after their due date which was prior to April 15, 1993. Therefore, the above amended 
return(s) are disallowed since it was not . .:ceived within the statute of limitations. 

If you have any questions, please call 444-2686 or write to the above address. 

Sincerely, 

(·\t~ 
~ __ .1 

Jeff Miller, Administrator 
Income & Miscellaneous Tax Division 
P. O. Box 5805 
Helena, MT 59604-5805 
(406) 444-2686 

P.O. Box 202701 
"An Equal Opportunity Employer" 

Helena, Montana 59620-2701 
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SEr~r\TE){m 

DI~TE_~92~ 11tS 

EXHI81T Nlfr 
MONTANA REA--~¥S83~ 

PERSONALIZES YOUR NEEDS - LOCAUNATION WIDE 

BIG SKY COUNTRY 

PHONE (406) 453-2454 
FAX (406) 453-2456 

Mr. llick. Darvis, CPA 
121 N. Main Street 
Plentywood, MT, 59254 

Dear Mr. Danis: 

P.O. BOX GOBB 
GREAT FALLS, MONTANA 59406 

MEMBER MULTIPLE LISTING SERVICE 
2321 -10TH AVE. SOUTH 

NOT ember 8, 1994 

The State of Montana rejected my refund of year 1987 because I 
filed too late, March 7, 1994. ~ount due without interest is 
$1,660.00. 

Pleale infora me as to the information or material TOU ~ need to 
p8reue the refundin&. 

Sincerely TOurs, 

,~ 
Broker/Owner 

- - ----...... ,."\.I'r"'\ • A "U"', "'I IV 0 C'r"I' ''''/ITU DOllnl=tJr~" 
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19 October 1994 
William M. Raynes 
1609-3rd. Ave. North 
Great Falls, Mt. 59401 

Mr. Rick Darvis 
408 Lasater Box 291 
Plentywood, Mt. 59254 

Mr. Darvis, 

SEN\TE TAMTION 

I received a copy of your letter addressed to my accountant, Peterson 
& Assoc. of Great Falls, in regards to the incorrect taxing of 
Montana Federal retirees. 

I retired from the Montana National Guard in September of 1985. In 
watching the Great Falls Tribune and the local T.V. stations, I have 
received a minimum of information as to any return that I am entitled 
to by the decision of the court system. In seeing or hearing of any 
information by the news media, I have contacted my accountant 
requesting additional info and their office has had to look into the 
matter as they have not had the correct info at hand. 

I wish to have refunded to me any over charging that the State of 
Montana has done to me on my Federal Retirement as soon as possible. 
I am sixty eight years of age and am living on about 450.00 Social 
Security and about 500.00 from my Guard Retirement. My wife receives 
about 470.00 from Social Security also. 

If I owed any monies to the State of Montana for taxes, the State 
would go to any means to collect those monies. The time element 
would not be as long as it has been in the State delaying paying the 
monies owed to the Federal Retiree. 

If I can be of any further service in this matter please feel free to 
call or write me. 

Respectfully, 

I{/h(/~~ ______ _ 

William M. Raynes 
406-454-2986 

Copies 1- Mr. Darvis 
1- File 



October 18. 1994 

Mr. Rick Darvis. CPA 
121 North Main Street 
Plentywood. Mt 59254 

Dear Mr. Darvis: 

I have been unfairly discriminated against by the State of Montana. They 
illegally taxed my federal retirement income. I applied for a refund and 
was told that because of the statute of limitations I can not recieve 
payment. 

Please see what you can do to make the State honor the full amount of my 
refund. 

As a retiree now on a fixed income I greatly appreciate your efforts. 

Sincerely. 

a~) 
Alan T. Jpc on 
545-42-6f,7 
1413 Map Drive 
Bozeman. Montana 
59715 
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Rick Darvis, CPA 
121 North Main Street 
Plentywood, HI 59254 

Dear Mr. Darvis: 

Kalispell, Montana 
Oct. 26, 1994 

I am a Federal Retiree. I received word from James E. Bell, CPA, that you 
desired inforrnation fro m me and others like me concerning our views on the 
income tax refunds owed us by the State of Montana. 

I received all of the refunds due me, with the exception of that due for 
1985. For this year I failed to file a request for refund within the time limit 
set by the State. As a result I received nothing for 1985. For this year I 
paid state income taxes in the amount of $1802.61. 

Even though I made the mistake of not filing on time, that doesn't alter 
the fact that the state actually still owes me the above amount for the year 1985. 
The courts have made it clear that the state owes refunds for the years 1983 
to 1988. In all fairness it should assume that obligation and make the refunds. 
I suggest that the State of Montana, after adequate publicity or direct contact, 
give the retirees one more opportunity to file requests for the refunds due 
them. 

Sincerely, 0/1 
~ozr( bfg ;70 ~'U-71~_ 

Byron A. Armstrong 
PO Box 8434 
Kalispell, Montana 59904 
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Rick Darvis, ePA 
121 N. Ma inS t • 
Plentywood, MT 59254 

Dear Sir: 

rJJ.~--f-__ ~~ 

Bill NO. S8 89 

7 October 1994 

I reply to your notice in the Great Falls Tribune on the 2nd 
of October 1994, I am a Navy retiree, having retired after 
20 years of service in 1978. 

When the Federal retirement controversy over Montana state 
taxes came up, I filed an amended tax return for 1983. Since 
I didn't receive any refund, I did not file any more amended 
returns until the Governor said he would refund for 1988. 
I received that refund and the one for 1983. I did not 
receive refunds for 1984, 1985, 1986, or 1987. 

Thank you. 

F.~~ 
Awe USN/RET 
249-68-0598 



.!fo: Rick Darvis CPA 

Plentyw::>vd, Mt. 

F'l.'::>m: John Habeger 

1751 rariposa In. 

Billings, Mt. 59102 
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SENAT~ TAXATION 

DflTE ~cn.n~ s>lt, 11J5 
EXH I BIr NO. __ 5.;"-'=5:?'=---__ _ 

1 ~1,LL1 ~~4 SC3 a If 

Re: Return of incorectly taxed ~'etirement il.'.)m the State of Montana: 

Dear Rick, 

I saw your ad in the Billings Gazette and am writing to see if you 

have any new informati.)n in this regcu·ds. 

I am Hetired l ,,::>th from the Federal C:J\'e~'''1ent and the \'ilHrtry. 

I ol'il<;i1Jally filed ammended returns fo~' t~e years 1983, 1984 &00 1985, 

asking for the ~'etul'n .)f my taxes on Fedel'al Retirements. I.later filed 

amended RetUltns for the Yeal'S 1986, 1987 and 1988. 

I l'ecieved rebates on the Taxes for the Yea~'s 1983, 1984, 1985 and 

1988 , but was told that my last filing was to late for the years 1986 and 

1987. The 1986 should have had a $1799.00 reb3.te and the 1987 should 

have had a $1553.00 rebate. 

It appears to me that all years should have been due for a rebate 

in lieu of the fact that I had earlier protested on 83 -85 and did 

recieve those rebates.plus the 1988 rebate. 

Is there still a chance that this can be JJl-'otested, o~' taken t::> c.);.u:t. 

Sincedy. 0 ~ d.J~~ 
J.:>hn Had:::'" I 
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Dear Sir; 

I have at hand your bmock ad in the Billin~s Gazette. 

In my particular case the State paid the 88, ,then 83, 84, 

85 and said ~ I failed to file amended returns for 86,and 87. 

I talked to Jeff Miller the head of the department and he auth-

orized payment of one but not the other.= 

I would appreciate full details and approximate ~OST 

of your liti~ation. 

Thanx. 

Zehn P. Culbertson 
7215 Church Road 
She2herd, Montana 

~9-?~ 
~ /~'vJ , v0fo' 

.j 





Oct. 5, 1994 

Rick Darvis, CPA 
121 N. Main St. 
Plentywood, Hr 59254 

I read your ad in the Billings Gazette and would be 
interested to hear what you have in mind. 

I am a Federal retiree since 1984. I received a 
refund for taxes paid in 1988, but was told I could not 
get a refund for previous years because I had failed to 
file timelyammended returns for those years. 

Can you help me? 

JL:;I~7 ' I 

J John W. Reamy 
236 S. Santa Fe. Dr. 
Billings, MT 59102 



HIC~: DA?V:;-S, CPA 
408 L2Sater - Box 291 
Plentywood, ~:cnt.ana 59254 

I am a Federal retire as of June, 1~78. 

BJLL In "86.2? .... 

I filed amended }lontana Incor,je Tax returns for the 5 years 1983 through 1987. 

1983 and 1904 amendments were filed within the 5 year statute of l~~tations 
and I was refunded for these two years, on July 29, 1994. Amendments for 1965, 1986 
and 1987 were all filed on August 22, 1993. I was later advised that I was not el
igible to receive refunds for these years as I had not filed within a statute of 
Limi tations period. 

I was never officially advised by Montana that I had to file amendments with
in 5 years of the filing due date for these returns to be eligible for refunds. I 
know Se\Tal people that were not aware of the 5 year period and never filed at all. 
Had I, and had they been aware of such a requirement it is obvious we would have 
appropriately filed. 

The U. S. Supreme Court ruled that Montana incorrectly taxed Federal retirees. 
The court made no provision that claims for corrections had to be filed within a 
specific period. 

I was not in any way involved in the past settlement litigation. That group 
was not speaking or negotating for me. I have not accepted their agreement with the 
State as final. 

Montana violated a Federal Law. The State acknowledged this by the settle
ment (incomplete) this year. A questionalble technacility (Statute of Lirr~tations) 
that a great many people did not know aboutshould not exempt Eontana from correct
ing their mistake fully. 

I do not believe the Supreme Court intended that the error should only be part
ially corrected. 

Sincerely, 

Q£t.,-L)~ 
(j JOhl~ E. DUFFY ''\ \ 



October 5, 1994 

Mr. Rick Dan'is CPA 
121 N. Main st. 
Plentywood, MT 59254 

Dear Sir. 

I am responding to your ad in the Great Falls Tribune. 

I contacted the Montana income tax division office in September 1993 and was 
advised to file an amended return for 1988 and wait for a court ruling before filing 
for the remaining years. I did that and received a refund for 1988. In March 1994 
I filed amended returns for 1983 through 1987. In April 1994 I received notice 
from the state that my amended returns were disallowed since they were not 
received within the statute of limitations of five years. 

If some action is being anticipated, I would greatly appreciate being notified. 

~lY, 

ROberti f.Yhung 
2412 4~ A~ S.w. 
Great Falls, MT 59404 
Phone 406 761-8277 
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ISSUED 07/29/19~4 NUMBER 005874549 AMOUNT SS~~~kRN~b 
YR ." TAX INTEREST SUBTOTAL. LEGAL ·FEE. ··:P.AYMEMTllTE NET / AMT 
83 402.00 .113.39 515.39·· -14.44 500:tiS ~ 
84 256.00 65.63 321.63':: -9.01 ·.'.312.i6:ClIBIT NO ~~ 
85 0.00 . 0.00 0.00 0.00' 0:0'0' .--""-=:..-.-_-
86 ·····Q.'OO 0.00 0.00 0.00 o.~o NO ~3Cf 
87 0.00 0.00 0.00 0.00 0:"0'0" .-=>Io"'--"'C..-L...--__ _ 

TOTS: 658.00 179.02 837.02 -23.45 813.57 813.57 

AGENCY 5801 
DEPARTMENT OF REVENUE 
406-444-3438 

CLAIM 9519012 

i PAYEE 527288577 
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Dear Sir" 

I hve just reG_d your noticein the Great Falls paper. lam 

very interested in what to do. 

Ididn't get all tha~ i think I'am entitled to 

I did recieve part of my return for 1988. The amount was a 

little over $600.00. But as the last time around I didn't 

hear from them or recieve any amount from them 

Thank You' 

Thomas P. Lund 

So. St. Rte. Box 265 

Nashua, Mt. 

59248 
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SENAT~n 

DATE ~1f! «I-, 111.S 
EXHIBlf NO.:"':Z_(3 ___ _ 
Bill NO. ~ 39 .. 

EI RICK; 

FIRST I '.·.OULL LEE -:'-1) S/...Y TEA:\KS~. rI~LIA'~ FC'R 3:tINGI!.G 

T:-:IS TEING:S UP NO"':. vrHfl·~ Tt:IS '.,~r.OLE Tr;:Il:::; ST.~.RT:::D, IT SOUNDED 

LIKE A GO'~D D:-.t..L~ BUT AS IT \-.'SNT ALONG, THI1~GS CHAlJGED SO OFTE~~ 

IT \o:AS RUL FLUSTRATING. h";,EN I FIRST HEA:t[: . .'l5m:T IT I DID HAVE 

EY COPY'S OF 1983, THE YEAR I EETIRED SO I EAJ HIE LOOK AT IT, 

TEAT IS A C.P.A. HE TOLD 1<E TO S'2ND THAT m AT Ti-;.!;,T TH'E, BUT 

Tl1AT '"JAS RIITHT A30UT THE TIEE TEEY hEP..E SAYlE:], NO IT IS ~:OT 

GOIFG TO BS ?.EFL1m:2:D, SO I KJ::FT IT FOR A v;~IIE N·T HE LID NOT 

H"LAR AJ'lY TEINGD;::FFE~lENT SO I JUST LET IT GC. TEIS '.-,1'£:-;T ON FOR 

~:JITE h. W'rlILE, THEN ALL THE SUDDEN THEY TELL US ThAT TEEY ARE 

GOI":} A?:J::JJ) AED FAY TEIS. EJ THE EEAN Tll:E, I 1,:AS RUl,;':nJG OUT 

OF ROC!i TO STOR.E THESE EXTRA STUFF SO I WAS 'LEA:\l::G O'~T S0EE 

STUFF:i.~;D I HAD B:<::EN SAVlrG ONLY TnE TAX COFY' S For TERE' YEARS 

so I TOSSlTED THE OLD FaRES A1;,'AY TO ¥'AKE ROCl)' FG? SCWE ~:ORE. I 

FIND NOH THAT I H.4.D ICNE \':RONJ SUT ITS IS TO V.TE. IS TPE?cE 

A--YTEP1J I CAN [0 TO CC-P.?ECT T~lIS? 

THAIJK S IN ADV A],CE 

FRED E. LITTELL 
615 SO. TAYLOR 

GLE1JDIVS ¥.T. 59330 



Robert L. Tillery 
410 B Eagle Ave 
Miles City, MT 59301 
September 14, 1994 

Rick Darvis, CPA 
121 North Main 
Plentywood, MT 59254 

Dear Mr. Darvis: 

SENATE TAXATION 

DATE ~,u-tzld.2?i 199$. 
EXHIBIT NO. 7fL , .. - - --

BILL NO. de 3~~=_==-

Read your Classified in the Miles City Star tuesday September 13th 
and am one of tile Federal Retirees that was passed over when it 
came to receiving all of my tax refunds. 

I received my tax refund for 1988, but did not receive notice 
fran the state as to when and how to file for the years 1985, 
1986 and 1987. (I retired in May of 1983 and did not have to pay 
tax on my incane for 1983 and 1984 because my retirement that 
was withheld was tax free for the first two years.). 

I would be very interested in getting my taxes paid to the state 
back for the years that I have caning. 

ey ~~ 

tX:'~~ 
rt L. Ti llery 6' 



Rick: 

SENATE AXATION 

DATE-:r~~~~~ 

Box 2202 
OJt BaJ1k, HT 59427 
September 15, 1994 

Saw your ad' in the Cut Bank Pioneer Press. I received refunds 
for 18), 184 and 188 but was denied 185, 186 aJ1d 187. li have no 
proof, but after we filed the amended '84 form we were notified .~ 
someone not to file anymore forms because the case was in litigation. 
wnen the court ruled the refund was to to be made I assumed that was 
the time to file for '85, '86 and '87, which I did in Y~ch of this 
year. I was denied those years because of the time li~it. The tax 
was collected unfairly ~~d the bottom line is the court ruled it has 
to be refunded. I feel all that should have been required was a 
statement of our name, address aJ1d social security number aJ1d a request 
that a refund be made. If an amended form was required a waiver of 
the time limit should have been allowed. The governor attempted to have 
a bill passed to waive the time limit but is was defeated. 

Sincerely, ~ 

fJt(/Jk-v'-ji 



September 14, 1994 

Mr. Rick Davis, c.P.A. 
Plentywood, Montana 

Dear Mr. Davis: 

Big Sky Country 
Miles City, Montana 

SENATE TAXATION 

DATE~!utf-d ~i 19Z5 
EXHIBIT NO._8~~ _____ _ 

BILL NO. ~(3 39 

This is in response to your advertisment in the Statewide Classified section of the Miles City Star 

newspaper issue of September 13, 1994. 

Unhappily I am a Federal retiree that somehow missed qualifying for the annuity tax refund. I 
failed to submit the required ammended tax returns. I retired in 1983 and requested my tax 
preparer, H. R. Block, to prepare the ammended document. We went south that winter and upon 

returning I didn't check with them until tax time the following year. They assured me that they 
would prepare the ammended tax returns. Unwisely I did not follow through because I changed 

our tax preparer. And of course Block did not follow through either. 

I am encouraged that you are perhaps in the process of contacting others like me in order to find 

out what might result if the State legislature were approached once again. Having spoken to Mr. 

Zook and Mr. Devlin, both of them members of the legislature, we were informed that sufficient 

funds were reserved specifically for annuitents' tax refund, and that those funds still are in escrow 
for that purpose only. 

I blame myself completely for missing out on the refund. However, I also feel that there was 

insufficient warning and instruction material provided by the state Department of Revenue. 

If you think it worthwhile I hereby volunteer to assist you in this quest in whatever capability I 
am able to. Please place me on your informational listings if you offer such. 

Yours truly, 

~d4J!k Jf: 
Frank J. S~~~lz ..--? 



Mr. Rick Darvis, CPA 
121 North Main 
Plentywood, MT 59254 

Dear Mr. Darvis: 

P.O. Box 1168 
Forsyth, MT 59327 

september 18, 1994 

S£NAbXATION 
DATE 

EXHiBI NO . .2/'- .... ~ . 
BILLNO.~~ 

- .~.----

In this weeks Independent Enterprise in Forsyth, I noticed 
your advertisement. I have never received any of the income tax 
which I paid the state of Montana. Apparently the group in Great 
Falls or Helena where the suit took place, kept it a deep dark 
secret until it was too late to apply. 

I retired from the Navy on September 30, 1974 and started to 
work at Billings Senior High School on October 8, that same year. 
I have paid state income tax on that retirement except in 1986 and 
1987, when I was out of state. 

Any information you may have will be deeply appreciated by 
several Federal retirees in or around Forsyth. My address 1S 

listed above or you can contact me by telephone at 356-7803. 
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_ September 21, 1994 

Mark Racicot J Governor, State of Montana 
State Capital Building 
Helena, Montana 50670-0801 

Dear Sir; 

SEN Afi!X:.T1 ON 
DATE~"'0Y"'.:J.1; 1115 
EXHIBIJ NO.-<.@ ...... l?""'-___ _ 

BILL NO. -'>,:'f> ............ d..L,91--__ _ 

I am writing_regarding a tax refund which the state 
illegally taxed me on a Federal buyout. 

In 1987, I took a buyout from the Burlington Northern 
Railroad. The state taxed me approximately $5,000.00 from 
the buyout. I immediately obtained copies of the tax laws 
and in turn contacted the State Department of Revenue. I 
sent copies of the tax laws to the Department of Revenue. 
I was contacted in 1988 and was advised that the matter would 
be addressed and I would be advised. I was referred to the 
Department of Revenue Attorneys, who advised me, when a 
decision was reached I would be contacted. 

I was in contact with the DEparrment of Revenue and their 
attorneys for the next four ~4}.y~ars. 

In 1993, When the Legislature voted to return this tax I 
again contacted the Department of Revenue. This time! was 
told I would not receive the refund because I did not file 
an amended tax return to claim the refund. 

I asked why after all the phone calls, I wasn't told to do 
this. The department head told me it wasn't their responsibility 
to advise me and that they advertised in local newspapers 
and I should have responded. 

I can't believe the response, "Yes we took your money illegally 
but we are not going to give it back". 

I would appreciate any help you can do in this matter. 

Thank you. 

Sincerely, 

-I! (YI. 
i~uis M 

Livingston, Montana 59437 
Telephone 222-3928 



.----------

SENATE TAXATION -". " 

DATE~c2t /9'/5,'

EX HI B I r NO. ZI .. 
Bl LL NO. $I3~--.u,...,.3'-4-9 ___ _ 



Rick Darvis, CPA 
121 N. ~ain Street 
Plentywood, MT 59254 

SENATYfXATION 

DATE y-uS!) «I, l:l~$ 
EXH: B I r NO.---I<-=.J.---

BILL NO. ~l3 82 
2240 Monad Rd., #2 
Billings, 11,T 59102 

27 Septerrber 1994 

I smoJ' your notice in the Sunday Gazette, 25 September regarding refunds 
of the tax for Federal netires. My CPA I feel was not forthe refund and 
did not advise me to file a amended form on previous paid taxes. I did 
file for the 1988 tax refund and recived the refund. 

Follov.ring is a list of taxes paid: 

1988 I received $ 1071072 which included interest of $ 304.72. 

1987 Tax paid - $ 531.00 

1986 II 11 559.99 

1985 II II 416.00 

1984 II fI 560.00 

1983 II 11 647.00 

I WaS informed by the Tax Dept. in Helena that I could r-ot receive a 
refmld on the above as the time to file had elasped. 

l':y social security number is 564-09-6404. 

My phone number is 652-30850 

I will be looking for'VlOrd to hearing from you as I would make decision 
on vlhat action to take after I hear from you. 

Sincerely; 

4~{:/~ 
Eb\Tood A. Orr 
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Mr. Rick Darvis. CPA 
121 N. Main St. 
Plentywood. MT 59254 

Dear Mr. Darvis: 

1034 Terry Avenue 
Billings. MT 59102-5440 
September 26. 1994 

Referring to your ad in the Billings Gazette yesterday, September 25th. I am one of the 
federal retirees who did not receive a full refund on taxes incorrectly collected by 
the State of Montana. 

Although I did receive a refund for 1988. I was told I did not file an amended tax re
turn in time for the other years. 

I retired from the Billings rost Office in 1973 as a Rural Mail Carrier. My Social 
Security No. is 701-12-5238. I would appreciate hearing from you. 

Yours truly, 

Thomas B. Martin 





hr dick uarvis, CPA 
121 1,. hain ~t. 
~lentywooo, ~ontana 

lJear hr. varvis: 

59254 

1 am one of the Yeoeral ~,etirees 

thpt has not received my State 

lncome ~ax for 1935-36 ~ 37. 

A clip with your name and 2ddress 

was in the nillings Gazette. 

1 have been in contact via letter 

and teleDhone DU~ fot no where. 

Ihis clio gave ~e ? oit of en-

COiJrnrer;;en"'::, ',LO \<i11 be most 



f-' 1 ': r ;..1 c. r V 1 SO. ' . r H 

1':::1 N. r"1ain=t. 

(ECIEVed my Income t2~ refund as a 
t r, E: \,- E a r- S 1 ':-.:?,;; c; r ; C 1 '::: 2.,::': • 

I d1d not f11e an amenceJ (E~Urn for ~~e yecrs bet~een. 
U 0 '~. I:. d t h 1 r-I k t II c';-'" E:- C ~ c· S S 1 ell : t:..,. t II :.- t ' .... ..It:1 U 1 d c· t= E: 1 1:J i ~.I 1 e 
tor a refund those ye[rs even iT 
retUt"n. 

SlnCe'fEl'l YOUy<.:;:· .. 

~U--C?~ 
~12ano( v. rE~ersen 

F'.G. E,,:,~,; 431 
Ha(low~on. Mt. ~S03S 
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Rick D~vis, CPA 
121 No. ~ain st. 
Plentywood, 1·T 59254 

Dear 1:r. Davis: 

SENANAXATION 

Dj\1E~-l.+Mt/ r:d; 1915 

EXHIBIT NO. / I -
BII L NO ;5631 

124 CrJs~al Drive 
Lel':istoW:l, kT 59457 
October 3, 1994 

Re: Your notice in the G. F. Trib~De of 10-2-94 regarding 
state income tax refunds to Federal employees. 

Enclosed are copies of letters (1) from the state income tax 
division dated 4-6-94, and (2) my letter of 9-27-94 to them 
requesting re-consideration 0: their rejection of the refund 
for 1987. 

I strongly believe that the statute of limitations of 5 years 
applies to ordinary and usual situations for tax refunds. 
This case of fderal retirement income refunds is unusual and 
special, and should receive extra consideration. 

Refunds for the years 1983-84-85-86 and 1988 years were re
ceived. I should receive ~1,523, plus interest, for the 1987 
year. 

I filed my 1987 amended return on A,)gust 17, 1993 which was 
the d~te of my 1988 amended return. These were filed as a 
result of the Kontana News Release of August 13, 1993, a copy 
of which is enclosed. I had not filed earlier as explained 
in my letter to the Tax division of 9-27-94. 

I would be interested to know hoi'; many replies you received, 
and if there are others who have not received refunds. Several 
people have mentioned to me that they did not even file. 

Any assistance or infornl8.tion you can rrovide in this rr.etter 
will be ~ppreciated. 

Sincerely, 

-8// J! 
/ / ~ 

'ohn E. Reeve 

,-Ij} 
:::-,c I. ,tc:") 

Uso "-.c]o,eo is co,",y 0:' l'3tter fr;":~j Sf" i..o3 
c r ··ort. 70 ret rees, (Jr, 'ed Aug. 25, 1993 

Uy mailing address after 
October 17th ~~ll be: 

Desert Sun Condo # 713 
3270 So. Goldfield Rd. 
.~.~-'~:.cLe Ju~c:ion, P __ Z [5219 
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1 J 1 ""-'. "\~dln St. •• 
1/lentyw(:·l:(f.Hl i)11l'j4 

Sit. 

Saw YCIlI" ad In the Mlssoulli:Ul t1lu1 tlH:uuht I w()llld (:clltact YOU in 
letcn~nc(~ t() n~th'elnent pa~'. II'ctlH~(1 hmn fhe 1).\. /'\,.1'11'"" In f(lI1. 
Since I ha,'e been Illeaalh' lax(~cl dll(. net f1h(~n the C;PI)cl1uni(y I 0 
U"(tllt'st iHIY l'cfunr1 due tc lack ()f tntcnnat icn 01' ulnnllullf.dtfUI1 I dill 

ho.lnt.! that I ean eel some Infonnatiel1 fuml YCII. ~nY IlllcJnniUicn will 
h(~ helpful. 

I tli(1 U)nCaLt the flniuu:e I){~()J)I(~ fca' UH~ stilt." hut tlH~y Silld 
h(~{,ollse I did not file I anI not eliulhle f< 'I' a retune) .. [iut the way I S(~(~ tt I 
hin/e been I II eI! ally tax. That's the bVUmn Iliw. 11<~el they owe HIe a 
n~fun() hut nlY hands tll'e fleet at tills lirne. 

tluphl!.! ,'uu can help .-ewh'e this pro(}lcln. 

Ihanks f(;r ., (;lR (hue. 

Sir ,~I' Y. 

~~UY~/4 
~S[: r: (~.( I( I, ...... S 

'l()7 ~,~~Cy I (:lJ [JI)I'£ 
H!SS()I ,1LA.. ,H.fNl'A~.t. ljg,S()l 

-? 2- ~- ~S-(·3 



Busby, Montana 59016 
November 23, 1994 

Rick Darvis, C.P.A. 
408 Lasater - Box 291 
Plentywood, Montana 59254 

RE: Federal Retirees 

Dear Mr. Darvis: 

I am well aware of the situation about the Federal 
Retirement. I think we are entitled to the whole amount what 
we have earned during the years we worked. 

We believe that the tax system is wrong to tax our 
retirement again. These past years they have been taking another 
thousand dollars from our retirement to pay to the state, also 
the newspaper notice on u.s. Supreme Court has ruled that the State 
of Montana incorrectly taxed the retirement income of Federal 
Retirees and they should release the whole amount owed to all 
Federal Retirees. 

We are part of this movement and take any action in legal 
status, your help is needed on the matter. Please respond. 

Respectfully Submitted, 

P.O. Box 283 
Busby, Montana 59016 

406-592-3693 
(Unlisted) 



Rick Davis, CPA 
121 N. Main St:. 
Plentywood, MT 59254 

Dear Mr. Davis, 

SENr~1E TAXATION 

D,~lE ~/!Mt/ .;>i 1'J'lS' 

EXHI Sir NO.-L/o~/7-[L--
BILL NO, ~6 3q 
November 18, 1994 

I am one of the federal retirees who did not receive a refund on my 

retirement income for the years 1985 and 1987. Will you please let 

me know what your advertisement is about? 

Sincerely yours, 

C:/~~_M~~/ 
Ladene M. Hughes 
2621 Garland Drive 
Missoula, MT 59803 
Tel. 406-251-3648 
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Governor Marc Racicot 
Capital Station 
Helena, MT 59620 

November 17, 1994 

Honorable Marc Racicot: 

NO.LO -=----
Bill NO. SlQ Qq 

I am very disappointed with the final outcome of the Federal Retirees 
Refunds. 

I was infonned not to file amended returns after I filed for 1983 and 1984 
because the Department of Revenue would be overwhelmed with anlended 
returns. 

I was infonned once the U.S. Supreme Court and the Montana Supreme 
Court made a defmite decision, we would be infomled when and how to file 
an amended return. When I learned that the refunds were going to be paid 
and Edmund F. Sheehe, Jr. was representing the retirees, I called his law 
office to be infonned that since I had received the notice of Class 
Certification and Settlement, everything was in order and I would receive my 
full refund. When I received only 1983 and 1984 refunds, I called Mr. Jeff 
Miller, Administrator, Montana Department of Revenue and was informed 
that because I failed to file timely amended returns for the years 1985, 1986 
and 1987, that I was only entitled to those years I was refunded and that I 
could not file for the other years because the Statute of Limitations have 
expired and only through legislation could I receive my full refund. 

I am requesting that your office submit the legislation necessary that would 
enable over two thousand Federal retirees to collect the estimated $12 Million 
dollars the State of Montana owes them. 

Sincerely, 

OW 
J~l~e~ \t. Racicot 
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SENAT/1AW~~ 

DATE ~ Ot~ "9S 
EXHI BI r NO./c ____ ~+_.1 __ _ 
BILL NO. ~ BCf 

DESE~ER 17,1994 

To T~hom it may concern; 

~~en we first read in our Great Falls Tribune, that the State of Montana was 

finally owning up to the fact that the State of Montana had illegally taxed the 

Federal retirees, and were about to make ammends, we were delighted. 

Then we find out, upon recieving our first check ( with interest), that if we had 

failed to protest those years in question-----well tough luck------, you are just 

out the money due you. The State has stolen the money and" picked up all the 

marbles" , too bad, you lose!! 

I go out in my garage to work, turn on the music, and try to forget about things 

I feel I cannot change. 

I retired in 1980, and put in for the refund when finding out about it. I got paid 

for 1982 in the amount of $335.00 including interest. I do believe I should have 

been paid for 1981 1989 • 

One year my gross income was $33,000.00. Most years it was $23,000.00, $24,000.00, 

and the earlier year~ around $20,000.00. This was including savings, or it would 

have been less. 

I sure wish there was some way our Govt. Officials could do their job right, and not 

cheat us out of what we are entiteled to. 

I will join forces with anyone that thinks we have a chance to receive what is right-

fully our. Thanks for listening to me. 

Sincerely, 

Paul M. Haggart 
3457-8th.- Ave. N. 

Great Falls, ~ontana 59401 

Ph; 406-453-6178 
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October 5, 1994 

Retired Carriers: 

SENAT AXATION 

DATE ~~~-¥d-~..L1' ( 1S 
EXHIBI r NO. // ____.-1'-----
BIll NO. S(? 3'l 

The U.S. Supreme Court ruled th of M t . estate 
on ana lncorrectly taxed . your retlrement. 

Did you receive your full ref~nd? If not 
contact your fellow ~ ired carr'er at once!' 

. y~" 
148 Lodahl/S"treet 
Dagma~, M~ 59219 
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James L Ethridge 
Box 327 

Cascade,MT 59421 
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o TElETYPE o al MAil 
TO 
at to E. Jensen DAT A48"ioo.ah1 St, Dagr:lar ,r.t59219 

SUBJECT 
Nt retire~ent taxes 

DATE 
Nov. 28, 1994 

Regardir.g the income taX them for 1983 thru 1988. 

I have applied fer refunds for 1991, 1992, and 1993, because the State of Ht. 

replaced the State employees yearly income the amoU;Jt their income tax would 

have been, had they been treated the same as Federal workers--therefore, 

circumventing the Supreme Court ruling of equal treatr:lent for all Federal 

and State employees. This Was denied. 

Th~~k you for your interest in this. Sorry I didn't answer sooner. 

~=iEOiFORMl® 

4S 461 

Belt, Fit. 59=t12 
/f 

POlLY PAK (50 SETS) 
4P461 

" PLEASE "REPl·trC)' ; " , . " SIGNED 

Wednesday, May 29,1991 

Law changes t~xing 
ofretire~enthlconle 

HELENA (AP)- Gov. Stan'Ste - S L~' 
hens has signed into law a bill th~t . B226, ~xetUpts t e first '$3,600 of 
~hanges the way Montana taxes the ~ncome or 'all gm rnment retirees, 
Income of reti:-ed peop' ~ \ . egardJess of whEther they worked 

Senate Bill 2' . ,e,~ for federal, state:or local govern-
last 10 1'; . 26 \',3.S cf'l::mg, the men.ts, The exemption begins tr) 

ture tha~.I~~ Irom the 199 I LegISJ,,- declme when an individual's incom~ 
I F 'd, ~,governor cl~posed of reaches $30,000 and would be I 

f ,n ay. He slg:1ed fJve "'fid vetoed entirely when it re*ches $31800 ost 
Ive. Th' . ,. 

fI' h ~~ "' ~ ~: ___ , __ ',.. e m~u~e will raise about $21 

A bad law 
Revenue Director Denis Ad 

says Ii ams 
h a ru ng by the Supreme Cou 

as no effect in M th 19 ontana because 
e 91 legislature changed the 

la~ to tax all government and 
mIlitary retirees the sam I 
if M Ad e. wondl 

r. ams still doesn't know or 
rem:mber Senate BiI1226. Thi b' 
was lntrod ced s 1 
d u at the request of hi 
epa~ent, giving all state, count 

an~ CIty employees a raise in their· 
retir~ment pay to offset the tax 
applied. 

Civil service and military tiree 
~~not.receive this raise. In :~ect ~ 
t ed ~ law, all retirees are not 
b~ e sa:ne~ which makes this 
c~al~nconst.ltutional and it is being 
. enged m courts. This bill 

\1olates our state constitution. 

~~~ IS0EN
Lel\rc;rr, Gilt Edge Stage, 

, ,~1Sto~ 
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RECAP OF FEDERAL RETIREE LAY\,SUIT A..'D REFUNDSf)tJlti3E~~TION : ' 

DATEyz=v~tS Iff 
1nSTORY 

EXHIBIT NO. ;< 
:5/:13'0 ;; , BILL NO. 1./ L I; ~ 

March 29, 1989 0. S. Supreme COUI1- Davis y, Michigan 
,.. 

'!' April 10, 1989 (S dO YI i .. Flc./ De~;i~ment issues PRESS RELEASES to all media 
157 t #J~e..I"~f!Jr'" ()\ advlsmg taxpayers to file amended return~ 

>i' ;UIY 25, 1989 ) Department issues 2nd PRESS RELEASE advising 
'2 ft taxp3)'erS to file amended returns and the abeyance 

(I ~) ~ 5, 0.1 {, , \ process for those amended returns already received 

September, 1989 

( ' "'"I] July 1990 AJ i" IJ 
'£!lIi1.f ,j J 6' /1/(},.jA-l! 1Je.. r;Uf f 

a,:/p.J 2 76t'pebruary, 1991 .' 

d(J,'Irl; J 66'1 

>i' August 13, 1993 

.. February 24, 1994 

March! April, 1994 

Judge Sherlock orders a stay from collecting additional tax 
based on the Federal pensions 

Dt'p;1[lrnent issues 3rd PRESS RELEASE Inviting 
claims for all open years, advise Cibeyance process 

[

District Court ,rules no re'fund-no retroactive appljcation 

District Court rules on appeal according to "Chevron 
Test"· no retroactive application-no- refunds 

~PRESS RELEASE fe: Governor Racicot's detenninalion on 
the 1988 tax year. Announcement stated refunds to be paid 
to tbose taxpayers that had filed returns and paid tax on the 
FeJenl! pensions . 

Department issues PRESS RELEASE explaining potential 
settlement and adviSing of court hearing. 

Plaintiffs' attorney, Mr. Sheehy, mails each claimant 
notification of potential settlement and court hearing. 

!:&nies of these news articles are in section marked I'Press" 

i I 
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LUNCHEON MEETINGS - Department personnel accepted all invitations to speak with retiree 
groups and organizations such as NARFE, Local Chapters of CPA's and LPNs. 

TAX BOOKLET INSTRt:CTIONS - 1989 through 1993 tax booklets included language tQ 

'i W 
" ' i I 

advise taxpayers of the need to file amended returflS. Instructions also told of developments • ~ 

related to the lawsuit. ~ J 0/1 ~ " ~! Cf ~ Iq q'] M ~K/efJ s~ h {./e c;,,-, 

, £)~;'/JS", AIof/;~1 jl./tJ,I said liI_-I!l?- j71,d'ill£ !e~y.f (;9CJc-Q1-), ~", 
fla ~"al:lozfr /J",c/ flerc-r,Ve. n t?w'f WA/(~ d;fC~I'f>.q.i!-j) /fL;f . ..J. '-"j 

RECAP OF REFUl\T))S ISSUED / IreeJ /01~' L. 

To121 number. of taxpayers 
that filed timely claims 

Total 1983 claims 

Tot31 1984 claims 

Total 1985 claims 
few fJ,~J! re/~i~.J 

• I 

Total 1986 claims !1l aJd"we NforflJ a.tJ 
/lip It?- f'vj I#je If) Ii Ie 

Total 1987 claims ' .. 1 . .1 / • a I7f (i!ldl IZ.v /lJ2.1"",,. /I f 1/1 

Total 1988 claims fie.. I'~ CnileiJ. 

Total number of claims filed: 

5,634 

3,576 Apr,'/ /()~~ 1/12.)1" ,e/~.r6f /e/f oIl1 5 J~.rt ~ 

5,016 

3,236 

2,760 

2,604 

, 

tAl' jcVfle-ff SO! r! /0 f:i.( a m(;r·~-J ,,-d1-U'11 r q,- ' 

Jevbc./ ff'8JJ ~/u~-€r (7)V' 1,1e. stJ6/e,-+ Iil.l!r 

Taxpayers claims denied as not timely filed - approximately 400 

TOTAL CLAIMS PArD (1983 THROUGH~ 

Number of Refunds Processed 5,634 

Tax Refunded 58,719,558.00 ~ f J11J/I/t~ ,'(;12.1 /101 ~.,{TVdeJ. 
Interest Refunded 2,021,222.00 

TOTAL $10,740,780.00 

Attorney Fees 300,000.00 
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EXHIBIT / d--7 
DATE / -?'-/- -95 State of Monta11a 

L 5"5 39 

Department of Revenue 
I ncome and 

Miseel lneous Tax Division 
'-------- .Jeff 1;~lller, Adlt,inlsl/JlOr f\CII No,dly~dl, Di'~C\()1 

Ken Nordtvedt, Director r COpy 
444-2460~ r. t r ~ . 

.' ., , 

. /" " f 't.., ~,. 
NEWSRELEASE~j,RILlO,J989)..--:' S / .J. /'1 ~.r,~1 _1, 

I -. ~,---....... c<a J 70 r'le aJ?1tt'11l1"1)..Q re;{"f l 

BASED ON EXCLUs?of~ OF FEDEML ' E:NSIONS l' REFUNDS 

Contact: Jeff Miller 
444-2837 

Director of Rc'.'en'JE Ken }~orctvcdt an<1CUnCE the follO'.-lir.g 
informal:ol1 relative to the rep':)[ting oE fcceral pensions for tr.e 
years ended Decenbe~ 31, 1983 tr.roush Decenber 3 , 1988, 

T~e Davis v Michigan, U. S. (1ge ), decision has 
raised nUfLerous questio:ls regarcllng !10nta!1C:'s tc :atlon of feaeral 
pensions, past and present. The present taxatico of all pensions 
is being considered by the 51st LegislaL.lfe. The question of 
\.;hether the ~avis decision applies to 1·lontana 'eturns filed for 
past years is yet unanswered. 

The issue of retroactive application (. Cc~rt clf 
5 i 9 n i fie a f'. t 5 t c: t eta :~ iss L; C sis c c .: I p i. i cat e d . 
involve state and federal cCllstitutic'wl consio 
raised in t~'o separote cases nc'~! pend :~j cefoce 
Court. Argur.lents have been heard an, decisicn: 
the next fe~! months. Until the Dep.JrtrT.ent hd 
these Court decisions, no refunds for these earl 
issued. 

isions involving 
The questions 

rations rece:1tly 
the U.S. SL!prer.;e 
are ex;)ectp.d in 
the b~nef it of 

er years will be 

I!1 the interim, the Department is 
for taxpayers with federal' civil 
income: 

acvisi ng thE fo11ol-;ing steps 
or military :;ervice, pe.'1sion 

1. The 1988 returns due this Monday, April 17Th should include 
federal ~ension income in excess of the $ 3,600 exclu;;ion. 
Current year refund claims excluding U-10 federal Fension 
income in excess of current law will b~ delyed. 

2. Taxpayers \o,'ilh federal pension income in 1983 should act no,,' 
to preserve lheir right to a possible refund. The last day 

~ fo~ filin~ claim for refu:1d for the: 383 tax year is 
-1< . "'$ a t u r day, .t, p r illS, 1 9 8 9 . (C 1 a i 1.1 S for 1 9 S Y an d 1 ate rye a r s 

are not due untii April 15, 1990 at the E'2vliest.) Please 
file all c1air.is on a 110ntana .t. .. r:-:ended Form 2;(. 

T~ :'!! "'1 :r)r l 5:1r_~~~_~~~~; ~ 0 ___ ~~~ ~~ _____ _ }fl.:) It,! "'" ,11.l!~.l ~S{,~(I 
""'.11 r:'~u .. d ()i~I.(dIIlHtt_\ Lrnj,I(,."c-f" 
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GO\En;CIl. 

FiLE COpy 
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OFFICE OF THE Gc 
STAn: OF MOST .. ·..! 

NE\VS'~RELl 

FOR D!HEDIATE RELEASE 
AUGUST 13, 1993 

lU:Lj( 1-'.11 

CONTACT: M!CK ROBINSON 
444-2460 

GOVERNOR TO REFI,gm 'l'''X~S ?iUD ON F:;DEP';"L RETlB:F.il1&:l"J' :OjCO:=lB 

Governor Hare ~acicot 2nncu~ced teday ~hat Montana will pay 
~hat CQuld be as b~ch as 56 ~!2!ic~ in :e~unds t~ fede~31 retirees 
who paid state inc8~e taxES cn federtl pension incc~e for 1988. 
In addition, RacicQ~ said he ~ill recc~~end to the Legislature th~t 
refunds be ~ade for 1983-87. 

The Department of Revenue has dete~~ined that the state has 
a legal o511gaticn t~ provide re~unds{ ~o include both taXQ~ and 
Interest, for 1988 tE:cause of advice giv€-n by th~ D~partl':'.ent to 
.federal rti:tirees in 19B9. In l-:2.Tch 0: 1989 the U.S. supr.m~ Court 
said states could not tax federal pensions differently than state 
pensions. Twenty-three states, inc~~ding ~ontana, !rD~ 1983 
through 19S5, taxed state retire~Gnt incc~8 differently than 
federal reti~a~~~~ l~CC~Q. Follcwing the 1989 SuprB~e Court 
decision, the state advised federal retirees to go ahead and pay 
their entire 1988 tax bill and subsequently file for a refund tor 
the tax on Federal pens ion incorr.e. In 1 ight ot the ;;"\ost recant 
U.S. SUp:rGr.H~ Court. decision, Harper v. -Hic'li;tn, it is nO'.· .. claar 
that this advice was wrong. t/~~ 

App:ro~i~ately 250 f~d~ral retirsGs decided not to follow the 
Depart~ent's advice and withheld ray~Qnt en thair fedtral PQn~icn 
inCC1':'\9 for 1988. These tax payers -,.,il1 r.ot have to pay tax on 
their federal Fension i~co~e for 1988. However, tha majority of 
r~deral r~tirees followed the Depart~ent'g advice. They paid the 
tax for 1988 and filed tor a refund. The DepBrt~ent o! Revenue has 
deter~!ned that Montana has a legal obligation to re!~nd taxes to 
those perscns who relied upon the advice provided and paid the 
taxes tor 1988. Eick Robinson Director of the De artrnent 0 

Revenue, said, lilt .is \.m!air to analize Hontana tax a 'ers 
tliiY~~p c'nTe t •. e a v _ce .9 i ven by the Depe.rt/'tent in 1969, 
i::nportant to us that taxpayers trust the advic~ \.;9 give tha~. II 

110RE 
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EXHIBIT /t!)--7 
DATE J -J)-* -q 5 

5'539 

Governor Racicot a 1 so 2.:ll"'lo'UT":ced that be \,'ould reCOll,!1',er.d to thQ 
Y.on'\:';',H. LcSl.sl,.,t.ure t~at ,-he state r.:ake refunds of taxes and 
llil:e?e-st--6rTederaI eros:,,!) ::."cc~e for tax years 1983 tfireu h 1987 I 

es'ti;;-,ated ~t approxlTnately $14 l:l\ ll_on. 'The Governor s~n that 
Since the Ha::;per d"cislo;J Ec:ggests there ';iiay not bB a legal 
obligation to nake T2funds for these years t the legislature would 
have to give its approval before any expenditure of state fu~d5 
could be ",ade for th. is purpose. ~yernor Racicot sai~t I s just 
the.--richt---th-ir"9---to. co.... =Al t;;cugh !-.ll.~r.eJav be ~=ng:a:ICO.b~tiOn 
to do _so .&_L . .:TLc..:.ter of_f~.i..L.less a:;d e uit it 8hould be_acne. \I 

*t is the opinion of t~e Revenue Depan:5en cased en th~ IJ. S. 
~up~er.,e Court I 5 rull:-:g and appI,-cable law-tTIrtl'fo 1 eoa 1 obl igation 
eXlsts to pay retunes for 1983 through 198? because nD errDneCU5 
~ce \vas -g .... l\ie-n ;:;'] -:::eu2~e.::-tt.entfcr thoseyetlrs liKe the aa'nce 
g~ve:i for 19 82. 'T?e De aC::-:1ent. ·"' .. ITr .... -c~r.t!.nue to-aaore""S3' .... tnOf>B 
c;iai:ns in that lisht unt~l tte _E-gls ~_ure .• as a c .e.:-'lce to--acton 
LLe :"'ove!'nor l 5 r8CC;"i\t.,e:1oa~icn :'0 provlde r~funas for 1983 th:-O\.,:oh 
198 I. "C.wetllOY' .",2:~~'t er..r.;r.~s=..zed that tr:e retirees \,'ere Unl'.Hare 
C-url:lg "C~ears tr:2.'C. tEe" t~>: ;.;euld e\'e:"'i:u~lly be fc'..:r.d ~:;,preper. 
;;e s..:atEd tr:at ::a"r-;.i::SS Ol:;'::~tes that thlS :-:lat~er Ee s~t.tled 1:1 a 
fan~Gr that WG'Uld .,3ke the retirees whole aDain. Feder~l retirees 
~i2 not pay tzxes en :.~eir 9G~sic~5 in 1989 or 199C. =n 1991 the 
5~ate bsga:l to tax st~:.e a~d federal reti=6~ent inco~o in the saDe 
D~nnert so ac no~ to viola~e t~e law. 

~cbinson said that it is i~portant for all fsderal retirRes 
who paid the ~ax for 1988 and have not yet dcne so to file a claim 
fer a refund. The time !iroit for filing for refunds for 1988 is 
five yea~s £rcm the data the 1928 retu~~ was due. For nost people 
the due date ~s April of 1994. If a tipely clain is not filed, a 
rGfl..:r.d . Ci'lrmct be issued. The s":ate. currently has ~pprcxi:"Ja.tely 

2,CCO claiffis file1 fD~ tC~21 refu~d5 of ~pp~oxi~ately $2 million 
in taxes and interest. !f al! cf the eligible ret!rees file, the 
ref~nds nay reach $6 ~illicn. 



NAME 2 ~ c' e, bc'/ t !J 
ADDRESS /~/1J ~-_;-Tj( AvR ~Q 
HOME PHONE 727'~?3 0- WORK PHONE _---____ -_-_ 

REPRESENTING JI./!;!l.. Fc +-/vt r'l C tL 

APPEARING ON WHICH PROp6SAL? ~-5--,' B~3=---+-~ _____ _ 

DO YOU: SUPPORT ~ OPPOSE AMEND __ 

CO MMENTS: . /1/1'/"5 1/", "'-c I! i.e;4 H <ZC/t!P v;1-'I---;-/t U t>;- rjI.6e [l,l v'; ~ td- 4" ,9;> 

I 1t'"I -9. (~ It&/CC I1 > () Ie +;s.- b -c f4, 'f?-- {- fA 1 f1t/ -:- 0' rc. 
C; u £ < v'S CPe-A-:,t - ~/t $jJ -t! I/! tJn ; II? VI £, i=~ f2:e 1'0 !It c~_ 
UJu/!> /<t'1?~ be ~if-tu kUUA0S- !>:t- U/e' frcJilcL 
/3+-v1t!{ J;4ij;, +0 IzcJi/~c·~t,·1diUrf/:' .:-lei b'10iL 

Cv c tri-ed-i'-f () k tll'.5 AI/:2-;-4k~ 

WITNESS STATEMENT 

PLEASE LEAVE PREPARED STATEMENT WITH COMMITTEE SECRETARY 



S.:.i~ATE TAXATION 

~::~i:"'k~ m~ 
RECAP OF FEDER'\L RETIREE LA \VSCIT ~'\D REFl.jAD~dJ~ES~6.21 

HISTORY 

March 29, 1989 

*' April 10, 1989 

:;: July 25, 1989 

September, 1989 

*' October 20, 1989 

July, 1990 

February, 1991 

*' August 13, 1993 

* February 24, 1994 

Marchi April, 1994 

U. S. Supreme Court- Davis v. Michi2.an 

Department issues PRESS RELEASES to all media 
advising taxpayers to file amended returns 

Department issues 2nd PRESS RELEASE advising 
taxpayers to file amended returns and the abeyance 
process for those amended returns already received 

Judge Sherlock orders a stay from collecting additional tax 
based on the Federal pensions 

Department issues 3rd PRESS RELEASE Inviting 
claims for all open years, advise abeyance process 

District Court rules no refund-no retroactive application 

District Court rules on appeal according to "Chevron 
Test"- no retroactive application-no refunds 

PRESS RELEASE re: Governor Racicot's detennination on 
the 1988 tax year. Announcement stated refunds to be paid 
to those taxpayers that had fUed returns and paid tax on the 
Federal pensions. 

Department issues PRESS RELEASE explaining potential 
settlement and advising of court hearing. 

Plaintiffs' attorney, Mr. Sheehy, mails each claimant 
notification of potential settlement and court hearing. 

* Copies of these news articles are in section marked "Press" 



DEPART;\IENT OUTREACH 

N-ews articles appeared in all major newspapers; Missoulian, Great Falls Tribune, Billings 
Gazette, l\fontana Standard. 

According to Librarians at these publications, the articles concerning this issue numbered in 
the 100's. 

Samples of News Articles--attached. 

OTHER OUTREACH EFFORTS 

1\IASS 1\IAILINGS 

Within 6 months of receipt of refund claims, statute mandates taxpayers be notified of refund 
denial or refund allowed. Leners along with form for taxpayer signature sent explaining refunds 
being held in abeyance until final resolution. 
Dates of mass mailings: 

9-29-89 
3-30-90 
9-30-90 
3-22-91 
9-20-91 
3-20-92 
9-30-92 
4-30-93 

} 
} 
} 
} 
} 
} 
} 
} 

Sample correspondence and appeal form 
attached 

TAX PRACTITIOI\TER INSTITUTES - Each year, 1989, 1990, 1991, 1992, 1993 and 1994, 
the Department gave presentations to the Tax Practitioner Institute Sessions in Great Falls, 
Missoula and Billings. At each of these sessions, a Department of Revenue representative would 
explain the Department's procedure and explain to the tax practitioners that amended returns for 
each year were required. 

M1"J\TUAL CPA/LPA LIAISON 1\ffiETINGS - Liaison meetings were held each year (1989-
1993) between the CPA's and again with the LPA's. In those meetings, the Department informed 
the attendees of the retiree process and procedures. 

4'~ 

VITA & TCE TAX TRAThrrNG - Early each year (1989 - 1993) prior to the tax filing season, '00 

the Department coordinates training sessions with Vita (Volunteer Income Tax Assistance) and 
TeE (Tax Counseling for the Elderly). During those sessions, the instructor would give direction 
on the requirements for application of the refunds relating to the lawsuit. 

DEPART1\ffiNT TELEPHONE CONTACTS - Each employee in the agency that dealt with 
the situation was given guidance and consistent information was given to those taxpayers and olt. 

preparers that called the office seeking advice. 



Lu-:\CHEON 1\1EETI?\GS - Department personnel accepted all invitations to speak with retiree 
groups and organizations such as NARFE, Local Chapters of CPA's and LPA's. 

TAX BOOKLET L\STRlTTIO:\S - 1989 through 1993 tax booklets included language to 
advise taxpayers of the need to file amended returns. Instructions also told of developments 
related to the lawsuit. 

( " 

RECAP OF REFlTh'DS ISSlJED 

Total number of taxpayers 
that filed timely claims 5,634 

Total 1983 claims 3,576 

Total 1984 claims 5,016 

Total 1985 claims 3,236 

Total 1986 claims 2,760 

Total 1987 claims 2,604 

Total 1988 claims 5,366 

Total number of claims filed: 22,558 

Taxpayers claims denied as not timely filed - approximately 400 

TOTAL CLAIMS PAID (1983 THROUGH 1987) 

Number of Refunds Processed 5,634 

Tax Refunded $8,719,558.00 

Interest Refunded 2.021.222.00 

TOTAL $10,740,780.00 

Attorney Fees 300,000.00 



TOTAL CLAl?\1S PAID (1988) 

-
Number of Refunds Processed 5,366 

Tax Refunded $ 3,425,116.00 

Interest Refunded 1.382.231.00 

TOTAL (1988 ONLY) $ 4,807,232.00 

GRAND TOTAL FOR ALL YEARS $ 15.648.012.00 

Since the refunds have been processed, many taxpayers have written to express concerns and 
disappointment in the fact that they did not receive refunds. These cases have been handled on 
a case by case basis. The Income Tax Division has researched each file carefully to detern1ine 
the number of returns filed for the taxpayer, etc. 

Documents were pulled from the warehouse, to detern1ine \\'hether the taxpayers had sent the 
amended return(s) stapled to a current year return. In other words, no stone was left unturned 
when searching for amended returns taxpayers claimed to have filed. 

Some taxpayers filed for one year (1983 as an example) apparently thinking the filing of that 
amended return would "protect their rights for all years". Each year stands alone and must have 
an amended return filed in order to claim a refund. 
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C-:K:-e-!l..!:-.""-·O-rd:-l-\,~-c;:-'l-', D=-iJ-"c-t()-r--------~ .([{~-;r' ·Jeff \liller, Adminislr;llor 

Ken Nordtvedt, Director 
444-2460 

NEWS RELEASE,-APRIL .~~_, }989 

REFUNDS BASED ON EXCLUSION OF FEDE~\L ' SNSIONS 

Contact: Jeff Miller 
4~4-2837 

Director of Revenue Ker1 Nordtvedt announCE 3 the following 
information relative to the reporting of federal pensions for the 
years ended December 31, 1983 through December 2 , 1988. 

The Davis v Michiaar1, U. S. (198 ), decisior1 has 
raised numerous que~tions regarding Montana's ta :ation of federal 
pensions, past and present. The present taxatic 1 of all pensions 
is being considered by the 51st Legislature. The question of 
whether the Davis decision applies to Montanaeturns filed for 
past years is yet unanswered. 

The issue of retroactive application c' CCJrt de'isions involving 
s i g n i f i can t s tat eta xis sue sis c c :, p 1 i cat e d . The que s t ion s 
involve state and federal constitutio'~l consid rations recer1tly 
raised in two separate cases no',,; pend :-;] before the U.S. Su[)rer.1e 
Co u r t . A r gum e n t s h a v e bee n he a r dan!.: dec i s ion ~ are ex p e c t f: din 
the next fe',,; months. Until the Department he the benefit of 
these Court decisions, no refunds for these earl er years will be 
issued. 

In the interim, the Department is advising U-:E following steps 
for taxpayers with federal civil or military service, pe:1sion 
income: 

1. The 1988 returns due this Monday, April 17th should include 
federal pension income in excess of the $ 3,600 exclusion. 
Current year refund claims excluding the federal pension 
income in excess of current law will be del ;yed. 

2. Taxpayers with federal pension income in 1983 should act now 
to preserve their right to a possible reful d. The last day 
for filing a claim for refund for the J )83 tax year is 
Saturday, ;'.oril 15, 1989. (Claims for 198: and later years 
are not due until April 15, 1990 at the ea·liest.) Please 
file all clair.1s on a Montana J..mended Form 2:. 



/ NEWS RELEASE 
April 11, 1989 
Page 2. 

Refund claims received will be held in abeyance until the 
Department reac: es a final decision on these refunds. 

Taxpayers lishing to await this decision for purposes of 
filing the.r 1988 return must request an extension on or 
before Apr 1 17th, 1989. Extensions will be automatically 
granted a ) month period. Returns filed on extension must 
include ta. due plus interest at the rate of .75 % /mo., 
(9 % / yr. from April 17th until filed. 

Questions? Plee;e contact the CeDartrr:ent of Revenue Income Tax 
Division at 1- ,00-332-6103 or 444-2837 in Helena. Toll free 
hours are from ( :00 A.M. to 5:00 P.M. daily, through April 17th. 



State of Montana FILE COpy 

Department of Revenue 
Income and 

t-.liscelluneous Tax Division 
Ken Nordwedt, Director Jeff :>\ iller. AJtnlrllstrator 

Ken Nordtvedt, Director 

NEWS RELEASE JOLY 25, 1989 

MONTANA TAXATION OF FEDERAL PENSIONS 

Contact: Jeff Miller 
444-2837 

Director of Revenue Ken Nordtvedt announced the following 
clarification regarding reporting federal civil service and 
military pensions for Montana Individual Income Tax purposes. 

The Legislature's inaction on the taxation of pensions has 
required the Department to implement the findings of Davis v 
Michigan Department of Treasury, 489 U. S. (1989). This is 
the March 28, 1989, U.S. Supreme Court decision which declared 
unconstitutional Michigan's preferential treatment accorded state 
pensions over federal pensions. 

After researching the questions raised by Davis V. Michigan, the 
Department is announcing how it intends to apply the decision to 
Montana taxpayers. 

Pros.vecti vely _ Gi ven the simi la r it Y of the Hi ch i gan and the 
Montana laws and the Supreme Court mandate, our interpretation is 
that Montana must recognize the Davis precedent for future years. 
Accordingly, for tax years ending after the date of the decision, 
Montana will permit the exclusion of 100% of federal civil 
service and/or military pensions. For most taxpayers this 
change will be reflected on the 1989 tax return which will be due 
on April 16, 1990. This treatment will remain in effect until 
the Montana Legislature or a Montana Court directs a change. 

Retroactively_ The issue of retroactive application of the 
Davis holding involves state and federal constitutional 
considerati~~s many of which have been raised in litigation now 
pending in Montana and the U. S. Supreme Court. Until the 
Department has direction from these Court decisions, no refunds 
will be issued for tax years ended March 28, 1989 and earlier. 
Taxpayers who excluded federal pension income in excess of the 
$3600 exclusion on their 1988 returns will be assessed by the 
Department in the near future. 

ThIrd Floor, S.lm W. Mitchell Buildln!,' Ht'lena. Monwlla 59G20 



/ 

NEWS RELEASE 
JULY 25, 1989 
PAGE 2. 

Refund claims involving this issue filed with the Department 
will be held in abeyance. If refunds are to be issued, taxpayers 
will receive interest at the rate of 9% per year to compensate 
for the delay.' 

Ques t ions? Please con tact the Oepa r tmen t of Revenlle I ncome Tax 
Division at 444-2837 in Helena. 



State of M011ta11a FilE 

Denis Adams, Director 

News Release October 20, 1989 

REFUND CLAIMS RELATED TO THE EXCLUSION OF FEDERAL PENSION INCOME. 

Contact: Jeff ~iller 
444-2837 

Director of Revenue Denis .-'".dams announced the following 
developments regarding refund claims related to excluding federal 
c i v il s e r vic e 0 r mil ita r y pen s ion s . The sec 1 aim s \-J ere f i 1 e d 
with the Department in response to the U.S. Supreme Court 
decision earlier this year, entitled Davis v. Michigan. 

The Department recently concluded a mailing to all taxpayers who 
have filed refund claims related to this issue. The years open to 
possible refunds are 1983 through 1988. The Department's letter 
was to serve two purposes: .the first, to act on all refund 
claims filed to date. The second purpose was to provide an 
update on the status of this important issue. 

The Department indicated in the mailing its intent to deny the 
refund claims and place the claims" on hold" while awaiting the 
outcome of a pending law suit. The lawsuit was filed in the 1st 
Judicial District Court and is expected to resolve the 
outstanding legal questions concerning this complicated issue. 

If you, or anyone you know or represent, filed a claim and did 
not receive our letter dated September 29th, please contact the 
Department. The Department's letter requires a response by 
October 29, 1989. Failure to respond by then, may result in the 
taxpayer incurring considerable additional time and expense in 
pursuing alternative appeal processes. 

If you had more than $3,600 in federal civil service or military 
pen$ion income for any of the years 1984 - 1988, and have not 
filed a claim, you may be eligible for a refund. The deadline for 
filing an amended 1984 return is April 16, 1990. 

If you have questions or require forms, please call the Income & 
Miscellaneous Tax Division at 406-444-2837. 

'_'h_i_, (_, _F-,-,I o..:;.0'-l.r ,...;;;S..:..:'l.:.;..I1I,-W-,-,-• .:..;M...:...i l:::.c.:.;..h~::.;.·I.:....1 .:.;..B=..;u ',,-,I J:.;.' '-'.J1l t;....· _."....-_~--:-I._lI-"lli...:..j .:..·1·_1',-1· _,-' '''_:':' ._. ___ •. _ __ _ __ H ,·1,· n", M u n lo, n il r,nG 20 
fI.~I' Eli'li.1 ()llIH.lfll'lll\ ~:IIII)ltj~'~I·· 
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Gcver~cr Marc ?acico~ a~~cu~ced ~o~ay ~hat ~c~tana ~ill pay 
~~at could ~e as ~~c~ as $6 ~i21ion in =e~u~~s t~ federal reti=ess 
~ho ;aid sta~a i~co~e taxes cn federal ;ensicn incc~e for 1988. 
I~ addition, Racicot said ~e ~ill recc~~e~d to the_Legislature that 
refunds be ~ade fer 1933-37. 

The Decart~ent of Revenue has deter~ined that the sta~e ~as 
a legal cbllgaticn t~ provide refunds, to i~clude both taxes end 
inter6s~, for 1983 tecause of advice given by the Depart~ent to 
federal retirees in 1989. In ~arc~ of 1989 the U.S. Supre~e Court 
said states cculd not tax federal pensicns differently tha~ state 
pensions. Twenty-~hree states, including ~ontana, frc~ 1983 
through 1988, taxed state retire~ent incc~e differently than 
federal retire~ent !nco~e. Followi~g ~ne 1939 Supre~e Ccurt 
decision, the state advised federal retirees to go ahead and pay 
their entire 1988 tax bill a~d subseq~ently file for a refund for 
the tax on Federal pension incorr.e. In light of the :7iost recent 
U. S. Suprerr.e Court deci s ion I Ha y-cer v, *':' ..... :1 ~ ..:~r:. ( it is nc'''''' cl ear 
that this advice was wrong. ~~~ 

ripproxi~ately 250 federal retirees decided not to follow the 
Depart~ent's advice and withheld ~ay~ent on their federal pensicn 
incone for 1988. These tax paye-rs. ".,Till not have to pay tax on 
their federal pension i~cc~e for 1988. However, the majority of 
federal retirees followed the Depart~entls advice. They paid the 
tax for 1988 and filed for a refund. The Denartrnent of Revenue has 
deter~ined that Montana has a legal obligafion- to refund taxes to 
those persons who relied upon the advice provided and paid the 
taxes for 1988 _ Hicl<:; Robinson, Director of the Depart:nent of 
Revenue, said, lilt is unfair to penali ze !1ontana taxpaJ-"ers because 
they followed ~he advice given by the Depart~ent in 1969, It is 
important to us that taxpayers trust the advice 'we give them. \I 

HORE 



-I ,,-' 

~L'~ 
','(""- -
I.\.. '. 

.-- -, --. 
:'- '" :....-:. 

Governor Racicot also a~nc~nced that he would reco~rnend to the 
;':orli:;i .. ~ ::"cl.jlSl"''::".'Jre· tha"c "C!:e :::ta'te ::lake ref':.H1ds of taxES ar.d 
interest of federal ~er.sic~ incc~e fer tax years 1983 through 1967, -
esti",ated at apprcxir::ately $14 :nillio:1. ':the Gcver:-:or said tr:.a": 
since the HarDer decisicn s-..:ggests there ';;iay r;cL. ce 3. legal 
obligation ~o Dake rafu~ds for 'these years, the Legislature ~euld -
have to give its approval befcre any expenditure of state funds 
could be J7.ade for :.h is purpcse. Gcvernc!:" ?ac icot said, \I It's j 'jst 
the right thing :'0 co. Al:.~e~gh there ~ay ~e no _egal obligation 
to do so, 2.S 2. :;;2::.ter of fair:1€.ss and eq:uity it sheuld be done. It 

It is the opinicn of the ~even~e Depar~~ent ~ased en 'the U.S. 
S~pre~e Ceurt's r~li:-:g and applicable law that no lecal obligation 
exis~s to pay refunds for 1983 t~rough 1987 because no error.eous -
a6vice was civen ~v ~~s ~e=~=t~e~t fer those years like the advice 
gi-ve:i fer 1988. ~T:-.e D8~ar-:::\ent ·will c::nt:nue to address tllose 
claims in that licht until the Leaislature has a chance to act cn _ 
tl:e GClvernor's re~cli.:7:e::da':ion -:0 ~rovide refunds for 1983 throuch 
1987. Gover~or ~acicot e~phasi2e~ that the retirees were unawa;e 
duri~g those years t~a~ t~e tax would event~ally be found i~proper. 
~e stated that fair~ess dic~ates that this ~atter te settled in a -
~anner that ~culd ~a%2 the retirees whole again. Federal retirees 
did ~ct pay taxes on their pe~sicr.s in 1989 or 1990. In 1991 the 
state ~egan to tax state and federal retirement inco~e in the sane
~anner, so as not to violate ~he law. 

~CC1nson said that it is i~portant for all federal retirees. 
wto paid the tax for 1988 and have not ye~ dcne so to file a clai~ 
for a refund. I~e ti~e li~it for filing for refunds for 1983 is 
five years trcm the date the 1988 return was due. For ~ost people 
..... . d" . ... . 1 ... .:: 'loa· - & .• 1 1" J- f" d -~l.e cue a~e 1S ~prl_ ~~ _~~4. ~~ a ~l~e y C aln 1S no~ 1_8, a 
refund cannot be issued. The state currently has appro~i::'lately 
2,000 clai~s filed for total refunds of 2pproxi~ately $2 millicn 
in taxes and interest. If all of the eligible retirees file, the_ 
refunds may reac~ $6 ~illicn. 

-



State of lVlo11ta11a 

NEWS RELEASE FEBRUP2Y 24, 1994 

POTENTIAL SETTLE..l.lliNT OF THE FED£.V.L PENS ION ISSUE 

Contact: Hick Robinson 
44~-2460 

Mick Robinson, Director of the Department of ~evenue, announced 

today the Department has reached a tentative, out-of-court 

settlement of some important, long-standing litigation concerning 

the taxation of federal retiree pension income for the years 1983 

through 1987. 

The agreement in principle grew from efforts on the part of 

Director Robinson, plaintiffs and attorneys in the lawsuit, and 

numerous organizations representing retired federal employees. 

Di rector Robinson said: "In addition to finally settling a 

protracted dispute, the settlement makes strong financial sense 

from the State's perspective. The settlement could represent a 

savings of approximately $6 million in future interest payments." 

The $6 million is an estimate of the difference in what the State 

will agree to pay in interest versus what could have been the 

Directcr. (~06) H4·2~60 Pe rson lle IlTrui n j ng 
"All Enll,d 1i)'l"Jltll!1ity t.mplcyer" 



liability if the State were to lose the case ln the Courts years 

ffom now. 

Gover~cr ~acicot issued the follcwing statement: "I believe that 

through some iough, honest, cpen-minded negotiations all sides of • 

this lengthy disDute have been able to reach a reasonable and fair 

resolution 'without prolonging the disagreen:ent and costs." 

Director Robinson noted the proposed settlement will provide a full 

refund of back taxes and a portion of the interest. The total 

payout will be approximately $10.6 million. P.ccording to Dave 

Lewis, Director of the Governor's Office of Budget and Program 

Planning, I'the State's projected ending fund balance is sufficient 

and in fact, anticipated 

within this biennium." 

the Dotential settlement of the lawsuit 

This lawsuit originated in April of 1989 in response to a u.S. 

Supreme Court decision in the matter of Davis v. Michigan. That 

case brought into question the disparate methods of taxing state 

and federal pensions as used by Montana and at least 23 other 

states. The issues in that case ultimately created extensive 

iil4I: 

.... 

litigation here in Montana and throughout the nation that again !!li" 

rose to the level of the U.S. Supreme Court. The Court's most -recent decision, Harper v. Virginia caused Montana's ca~e to be 

remanded back to the District Court in Helena to determine whether _ 

retroactive refunds are required. The proposed settlement will 

2 



conclusively set~le t~~s la~s~it a~d t~e cuestion of refunds ~or 

years 1983 thrcu;h 1937. 

Ed She e h y Sr., t;--, e 1 e a d p 1 a i :-: t iff i 11 t:-: e 1 a',,; sui 'c ,St ate d : "~.; e fee 1 

this lawsuit has dragged 011 teo lc~g. 111 ~oril of this year it 

will have been 5 years! The settleme~t is what ~e fought for from 

t:'"1e beginning, a cash settle;:.ent ·,.;ith intErEst." If the settlement 

is approved, feCEral retirees can exoect the cash pay-out 

corr~er.cing 1n ~ugust of 1994. 

The set t 1 e:n e n t f 0 11 c I,; san u n s 1..: c c e s s f u 1 a t t em p t tole g i s 1 ate a 

solution to this lawsuit in the December Soecial Session. 

Following that, the Governor a~d members of the Revenue Oversight 

COlTL'1li t tee encouraged the Depart:T:ent to oursue settlement 

dis~ussions which resulted in this tentative agreement. 

Attorneys for the Department and the federal retirees will commit 

the cetails of the proposed agreement to writing this week and then 

present them to District Court Judge Jeffrey Sherlcck for his 

approval. If approved by the Court, the specifics of the proposed 

settlement will be conveyed to each federal retiree who has 

previously filed a timely claim for refund for these years. 

Federal retirees will then have an opportunity to participate in a 

court hearing if they wish to take exception to the terms of the 

settlement. The date of the Court hearing will be ?etermined by 

Judge Sherlock. If retirees agree to the terms of the settlement, 

3 



they will receive their cash payment in August. 

Representatives frem the National Association of Retired Federal 

Employees (Nl>3FE) I ~;orthern Rocky Mountain Retirees' ~.ssociationl 

Hontana Retired Officers' Association l \~esterj1 J'.ontana Retired 

Military .Associc.tion, Eontc.na NOnCOlT~l1i s s ioned Officers' 

Association, and the Office of Veterans' Affairs all participated 

in the settlement discussiens. 

4 



State of IVlonlana 

September 29, 1')09 

£XHIBIT_.....:L 2,-,-1 __ 
OAT_E. __ I -_c?-_tf.:..--~9 t::>:::.,--_ 

L 5B 31 

Re: Federal / Hilitary Pension - Refund Claims 

Earlier this year you filed a claim for refund(s) by excludir.g 
your federal or military penslon income from taxation. This 
letter is to explain certain developments in this matter and to 
deny your claim for refund. 

In P.pril, the Department 'das named 1n a lay/suit filed with a 
Montana court entitled Edmund F. Sheehy, et. a1. v. The State of 
Hontana Department of Revenue. The lawsuit raised questions on 
how the U.S. Supreme Court decision in Davis v. Michigan should 
apply in Montana. Even though a final decision has not been 
reached, some issues have been clarified. 

The Court in the Sheehy matter directed the Department to exclude 
federal civil service or military pensions from taxation. This 
order applies to tax years 1989 and forward or until the 
Legislature enacts a change. 

Since there are serious questions on whether a decision such as 
the Davis decision is applicable to earlier years, the 
Department is looking to the Montana Courts for guidance. In the 
interim, we must deny claims for refunds for years 1988 and 
earlier. However, the Department will consider the Sheehy case 
as the test case on this issue. The Court's final decision will 
be applied to all taxpayers who have filed a timely claim for a 
refund . 

. Montana law states that we must act on all refund claims filed 
within 6 months of receipt. Once the Department denies a claim, 
you must respond to keep your refund claim alive. This letter is 
your formal notice that we are denying your claim(s) for refund. 

ThilJ Fill" I , Salll W. MIL, 1,,·11 11!!~IJ'.!..!..t:._ .. ,, __ . _~J;~t.!-'-.!~ ~~? ,. 
·'.A.ll Elju;,J ()PJlllrIIlIIJI\ Flllplll),"," 



Denial of Refund 
September 29, 1989 
Page 2. 

If you do not agree with our denial YOu IIlllSt file an appeal with 
the Department. Your appeal must be filed within 30 days of the 
date of this letter. Assuming you timely appeal, the Department 
will hold your appeal in abeyance awaiting the final outcome of 
the Sheehy case. Therefore, a hearing would not be necessary in 
your case. 

Our objective :s to ma",e this process as convenient and 
inexpensive for you as we possibly can. To help we have enclosed 
a partially completed form and a pre-addressed envelope for your 
use in filing an appeal. Timely completion and return of this 
form will fulfill your procedural requirements on the refunds 
claims you have submitted to date. Again, it is critical that you 
act within 30 days of the date of this letter. If you do not 
wish to use the enclosed form, a letter containing the same 
general information will suffice. 

If Vie can helpr or if you v;Quld like additional information 
please call me at 406-444-2837. 

Sincerely, 

.¥~ 

JJf Miller, Administrator 
Income & Misc. Tax Division 

Enclosures: Appeal Form and Pre-addressed Envelope 



State of IVlo11ta11a 
.'t,l!l ..... 1, 1,lil·II:-., 1;,)\'.'1/,1)1 

APPLICATION FOR APPEAL 

NAME 

SOCIAL SECURITY NUEBER 

TAXPAYER REPRESENTATIVE 

I/we do not agree with the Department's denial of my/our claim(s) 
for refund as filed. 

Therefore, my signing of this documenr. is notification to the 
Department of my appeal of it's action. I wish to appeal to the 
next level of administrative review and preserve my statutory 
rights to refund. 

I agree with the Department that this appeal 'dill be held in 
abeyance pending the final resolution of Sheehey et.al v The 
State of Montana, The Department of Revenue, Cause No. BDV 
-89-348. Both the Department of Revenue and I agree that the 
final decision of the Court will be applied to my appeal. 

TAXPAYER(S} 

TAXPAYER REPRESENTATIVE 

PHONE NUMBER --------------------------------
MONTANA DEPARTMENT OF REVENDE 
INCOME & MISCELLANEOUS TAX DIVISI01~ 

'i(~ 
Jef!3Hiller, Administrator 

Third Floor, S"III W. Mild,,:!! BlliI.!llI, ,11)ii, ol·H 21\:;7 ----. - .. -----

DA'fE 

"All 1·:'1I1.oll)pr()'I""'I~ 1·.II'I'I"ytr" 



P~nSi~1! ruIffig 
~ouId cost state 
LIp to $20 million 

JU" . n ' .... ,-. 
y MIKE DENNISON ;'11 ') 1;1'.' \ 
ribune Capitol Bureau . 

HELENA - The U.S. Supreme 
ourt Friday may have added an· 
cher $20 million to Montana's 
'Jdget woes, ruling that states that 
nfairly taxed federal pensioners 
lust repay the money. 
Gov. Marc Racicot and state rev· 

,1ue officials said it's too early to 
ly whether the ruling means 
lontana must repay the entire 
mount. 
But a la .... )·er representing federal 

;tirees who sued the state said he 
elieves it's clear Montana must 
ough up the refund - and that it 
ould le<:ld to a special session of 
le Legislature. , 
"Because of the' kind -of money 

le're talking about here, the Legis. 
ature is going to have to <:lppropri. 
lte the money, so we're probably 
;oing to have to have a special 
;ession," said Ed Sheehy Jr. of 
Missoula. 

Sheehy said as many as 8,000 
federal retirees in Montana could 
end up getting state income-ta..x reo 
funds from the tax years 1983-
1988. 

Jeff Miller, chief of the state In· 
come Tax Division, said 6,250 fed· 
eral retirees already have filed 
18,000 refund claims for tax years 

;1983-1987, totaling $16 million. 
. Claims from tax year 1988 are still 

min in, and will be accepted 
April of next year, he said. 

, the repayment of back 
federal pensioners isn't the 

that might force a spe
session this year. 

:K ........ _c, __ soula·based tax-protest 
a tition drive to sus· 

new income-tax 
"""',"*-,""",'._'._. $72 million over 

'il L~e petition 
special session 
the $72 million 

budget 

II The ruling: U,S. Supreme 
Court rules a number of states, 
including Montana, owe back 
taxes to federal retirees who 
were illegally taxed in the 
1983,88 tax years. 
• How much: Final bill for 
Montana could be about S20 
million. 
II What's next: The Montana 
Supreme Court must rule on 
the method of compensatio;l 
for federal retirees. 

t:f-The retirees' decision: 
a chronology / 2A 
B Should taxpayers 
provide interpreters for 
the deaf in private 
schools? / 2A 

ing more closely before sayir:g. 
what might happen. 

friday's US. Supreme Court rul: 
ing is the followup to a 1989 dec:·' 
s:o:1, in which the court said states. 
could not tax federal retirees' pen· 
sions any differently than the pen· 
sions of state and local governmen.t 
retirees. 

1'.lontana had been exempting 
fror.1 state income taxes the entire 
pensions of state and local govem
ment retirees. The first S3,600 of 
federal retirees' pensions was ex· 
er.1pt. 

The court said Friday that its 
1939 decisio:1 applies retroactively, 
meaning states must repay the 
taxes they collected urua\\fully 
fror.1 federal pensioners. 

"I feel fully vindicated by what 
happened today," said Ed Sheehy 
Sr. of Helena, L'1e retired U.S. 
postal worker who sued to force 
Montana to repay the back ta..xes. 
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·ensions \Jf--I- Continued from Page 

~;:y of ~\!on!ana JeW profcssor Rob :\ete!son scekir:g :0 s(;sper:d a ~, 
:~~::::on ;;,come-tax ;r;crcasc e:-:2cted ealier this ye:::r. 
"L~ still oper::'li:1g ur:cer lhe ::.s~:.;;;-,p:ion .. '.-c':-e :ook;'-" ~t a sp< 

c::ol I :e£:s13tiye) sEssicn to ((;t off ~,2 ;;,::1:on, ~o :-,0\\' \':c'o be ]oc'~: 
:;,g:::t o~e 10 cd ~92 :-;-:il:ion," Lewis said, 

~\~o:-eo';er, Le\\':s ~2:d. is the prob!er:l gets -":0;5e ::.s :;;~-,c goes c] 
T::.e :-fcu:red ~'i2 ;;-,jnion \I'ill incre::.se bv ~3 million e2o\) ;;-,(·r,:h cf:e 
:::>: } 'if the pe:iti,.:) criYe s(;cceecs beca'Jse so:~~e d tLe I'e,,'; ta: 
--r'~ .. "':1'] b c ·,-t O~(,\, mo"tl) .",· .. E: ". e ~pE.. e,e,"'" ,. . . ", ,. 

1:1 ::5 7-2 rul;;,g fnca\', the co:crt held tn2t ):) ;:s '~09 CEC:5:on 0 
'·.2:e c2:-:a:ion o(:ece;a( pt:r:sions :Ti'JSt be aptJl:ed :-etroa::\e:y. 11 
:~c? :-:.;::::g :n a ~,l:C:-.:g2;) c::.sc ],eld thet st,,:es cO'J!d ;,ot ;CIY >:C(,;;1 

::':v:s 0;) :ecer2l tJc::-.~ior.s '.\'hile eHmptir.g tJensior.s c.f re,ir(:d St2 t· 
cr.~ ;ou:J goyerr.rr;e:-.ts from taxes. 

Lot:] ;9~1, ~\10r,t2r;a c;dn't tax pensior.s of retired s(a:e ::.::d ]oe" 
£0\'~;;.:T.ent \I'orkers end teachers, kt l::.xed a]] b"t [he ::rst ~3,GO 
~;; ;;;;;;:';21 per:sio;;s recei"ed by :eceral and tJri\'a!e ret:rees, 

To address ~he :929 cecisio::, \1',e i9?1 Legisl::'\'Jre \c:-:ed fer th 
::rst :;~:e \::e pe;;sic,;;s c.f retired st:;!e ;;nd :oc21 go\'er:-,:-:ic:.t en:pJo: 
ees H.d teachers. Eo\'.'(:"er, the Legislature p2ssed 2n ;;n:''J2l ::.cjusl 
;c-.ert th2t returned to retired state and lGca] go\,err.;;;e;;t I\'cd:er 
2;;d teachers nearly a]] of the money they paid in taxes, Sheehy cIs 
f.as challenged that la\\', ]osir.g in district court but aW2itir,g a rulin 
::-orn t!:e sta:e Supreme Court. 

rr,\il friday, tr.e stale cor.tjr;ued to maintain it was :.ot require 
to retr02cti\'ely refund federal retirees' state ta>:es under the 1-92 
S:';D;eme Court decision. 

B'Jt Racicot, a former attorney gener2l, said he u::derstands th 
court decision Friday may contain some mechcnisms that pro\'id 
st::.:es with some options how to address the taxes owed, 

Possibilities that ha\'e been discussed in the past include repayin 
th money in installments or granting the owed taxes in the :orm ( 
t;;.x credits on future returns, 

Dc\'e Woodgerd, chief counsel for the Re\'enue Department, said j 
may take several months to sort through the legal procedures. 

Sheehy was pleased by the decision but critical of the Legislature. 
"I think it's great to be vindicated," Sheehy said, but he pointe. 

out some federal retirees such as his brother already have died an. 
missed the chance ta'recei\'e their back taxes. 

Sheehy criticized the Legislature for, not addressing the court' 
ruling promptly in the 1989 session and for coming up with a solutio 
in 1991 that he belie\'es \l'iil be tossed out in court. 

"Had the Legisl"ture looked "t it at the time a:1d gi\'en us th 
taxes for '89, \l'e probably would not ha\'e been in court," he sail 
"They would have sayed some money." 

Sheehy and others have a sepcrate case before the Suprem 
CO:.lrt. He speculated the U.S. Supreme Court would send it back I 
the Montana Supreme Court, which wouJd remand it to district COUI 
for an award. 

This could take up to a year, he said, 
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