MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE SENATE
March 6, 1981
The 39th meeting of the committee was called to order at 8:05 a.m.
in Room 415 of the State Capitol Building, Chairman Pat Goodover
presiding.

ROLL CALL: All members were present except for Senator Steve Brown.

CONSIDERATION OF HOUSE BILL 462:

"AN ACT TO CLARIFY THE LAWS RELATING TO DISASTER AND EMERGENCY
SERVICES EXPENDITURES AND THE LOCAL EMERGENCY LEVY; AMENDING
SECTIONS 10-3-311 AND 10-3-405, MCA."

Representative Seifert, District 26, sponsored the bill on behalf

of civil defense, to clarify laws relating to disaster services.

The only changes are on page 2, line 4, "in the affected fund" and
lines 17-19 "governing body of the". The reason is because of differ-
ent types of local government. Rep. Seifert called on Larry D'Arcy,
Department of Administration Deputy Director. He said the first amend-
ment was inserted on the recommendation of local government services
who audit cities and towns. If lanquage were not there we would have
to take a look at all revenues in the county, and only the road fund
and bridge funds were the ones they wanted looked at. The second
language was put in because, since consolidation has come along, we
felt it would clean up the language.

PROPONENTS: Mike Stephens, Montana Association of Counties; Dan Miz-
ner, Montana League of Cities and Towns, and C. L. Gilbertson, Disas-
ter and Emergency Services.

Representative Seifert closed by saying this bill will not increase
any budget. $750,000 is involved in a biennium; only once were all
funds used when there was a severe winter storm.

The hearing was closed on House Bill 462.

CONSIDERATION OF HOUSE BILL 92:

"AN ACT TO PERMIT THE DEPARTMENT OF REVENUE TO MODIFY THE
PERCENTAGE MULTIPLIER USED IN CONVERTING THE MARKET VALUE

OF RAILROAD PROPERTY TO TAXABLE VALUE IN ORDER TO ACHIEVE
COMPLIANCE WITH THE REQUIREMENTS OF THE FEDERAL RAILROAD
REVITALIZATION AND REGULATORY REFORM ACT; AMENDING SECTIONS
15-6-141 AND 15-23-302, MCA; PROVIDING AN APPLICABILITY DATE;
AND PROVIDING AN IMMEDIATE EFFECTIVE DATE."
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Rep. Asay, Rosebud County, handed out Attachment #1 to the commit-
tee. He said the bill was an attempt to keep from happening again
what had already happened. This is a tax protest by the railroads
and does not deal with the present lawsuit. In February 1976 Con-
gress passed a public law called the 4-R Act. Basically, the law
prohibits any state from a) assessing railroad property higher than
other industrial or commercial property, b) collecting a tax based

on the higher assessment, and ¢) having a tax rate on railroad trans-
portation property higher than the rate on commercial and industrial
property.

The law prohibits two types of actions by the state: 1) valuing the
real and personal property of the railroads in such a way that 1its
value in relation to its true market is higher than the ratio of
assessed value of other commercial and industrial property to its
true market value, and 2) setting a tax rate at a higher rate than
the rate for other commercial and industrial property. Counties
have been put in a tough situation regarding budgets because of the
way the law has been administered.

ELLEN FEAVER: The core of this legislation is to allow the Depart-
ment of Revenue to comply with the 4-R Act. Out statute throws us
into court on an annual basis. We're trying to correct this. We
can't put a set percentage in the bill. Two factors must be con-
sidered in determining the way railroads are taxed: 1) absolute
taxable percentage use, and 2) valuation. The entire railroad is
presently valued. Then, the portion of the railroad in Montana is
allocated to Montana, and that's the basis we use for taxation. In
1980 Burlington Northern is in court on that valuation. They are
saying that not only are we taxing at a bad rate, but their valuation
is too high, and that's why the rate needs to be able to float. The
suit we are talking about involves six million dollars of an eight-
million-dollar tax bill. By county this has a significant effect.

Now the protested taxes have been paid into district court. All but
about eight counties are affected. Without this legislation, we will
be in court every year on the issue. We have an indication that rail-
roads are under-assessed, so we are going to try to determine the sal-
vage level which would be the minimum level at which they should be
taxed. It is a costly litigation process, but we have to carry through
because stakes are so high. In House hearings, Burlington Northern
representatives maintained this would not meet the objectives of the
4-R Act. We can't find any reason why this won't do the job. It will
be difficult to set a rate on an annual basis. This bill will provide
us the vehicle to use.

DOWLING: Let's forget about the lawsuit. The 4-R Act was enacted
by Congress in 1976. Why weren't we here before? Railroads came
to the legislature and asked something be done to bring the state
into compliance. The Department of Revenue said they came too soon.
We came back next session and asked the House to deal with the Act.
They said we can beat you--sue us. One of the things Senator Towc
has indicated is that he is interested in salvage value. The Sioux
line tried to do the same thing. The Supreme Court said
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that is not the proper way of valuing railroads. Railroads are saying
the act is there - it isn't a railroad act. The tax situation is
what we are involved with. Dr. Weil's testimony was handed out,
Attachment #2. The bill before you does not address valuation. If
you pass this bill you are building an annual lawsuit by giving the
Department of Revenue and railroads room to fight. Please be
specific. He passed out proposed amendments, attachment #3, which
railroads would like to have considered. The 10% figure is based

on average values of commercial and industrial properties during
1980 - there is no magic to it - it could be changed. We don't want
to fight with this state, but this bill doesn't do it. Tom Dowling
was a proponent on record, with amendments.

Sally Price, Assessors Association, requested favorable consider-
ation for all of the assessors so that it will make their workload
much lighter.

OPPONENTS :

There were none. Attention was called to the fiscal nnte showing
a two-million-dollar loss to the counties. When the time comes I
will put an amendment to this bill.

Representative Asay closed. There is no desire here to tax the rail-
roads unjustly, but we all want the railroad to pay its fair share

in proportion to the business they do. This bill allows the Depart-
ment of Revenue to conform to the 4-R Act. A 10% rate would tie

the state's hands. An immediate effective date is proposed. I think
it's important that you realize that the railroad is currently con-
tending it should pay tax at the rate of 2.88%. I have a breakdown
on exact figures as to what it is costing each county.

Senator Crippen: Figures used in the proposed amendment are dated
1/27 - were these used in the House? The answer was ves. The
Supreme Court in the Sioux case said you must, for centrally as-
sessed properties, take the entire income generated and apportion
it among the states. The Siocux felt it was advantageous to usac
salvage value. They tried to use that and the court said it was an
improper method of wvaluation.

Senator Towe said you are talking about apples and oranges, because
what we are talking about is at least salvage value, or an indica-
tion of what value should be. It probably should be much higher.
What the court was saying is, if the railroad wants to use it, it
is not acceptable because it it too low. What we say here is that
salvage value is a bottom.

Senator Elliott: I think this bill should be tabled until we look
at the coal tax lawsuit. It looks like this is an infringement on
the state's rightto impose taxes.
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Senator Towe saw two issues 1) whether or not without legislation

the tax can be stricken by the court as too high. That's where A
we are with the coal, and 2) whether Congressional legislation which ™
strikes tax is unconstitutional. It is my opinion that we will prob-
ably lose that battle. There is precedent in other areas (banks)

for the federal government to come in and say a particular tax can-

not be discriminatory. This is probably consistent with that.

That's different from Congress coming in and saying that a severance
tax cannot be levied.

Senator Towe to Ellen: Would you comment on the amendments?

Ellen Feaver: We believe fixing a rate would be a real mistake.
Should we find the vauation was low, we would be locked into taxing
railroads less than other commercial properties. I don't have a
copy of the amendments at this point.

Senator Towe: Why do you want us to give you the flexibility?
Why not just put in 10 - put 10.5 - you do assessment figures and
if it's higher that's too bad for the Burlington Northern?

Ellen Feaver: Tax rates change frequently as legislature meets. The
other commercial property's market value in comparison to assessed
valuation changes on a yearly basis. We only assess every five years
so every year that ratio changes. One rate won't end up doing it.

Senator Towe: Under federal law I don't see that you have that
flexibility. Can you adjust the tax rate to make up a deficiency in
the judgment? -

Ellen Feaver: We can adjust the rate to make up the difference. What
the 4-R Act gets at is equity for the railroads.

Tom Dowling: He thought you have hit the problem. The bill does
not solve the problem.

Senator Towe: Ellen is taking a position we can adjust tax rate to
make up the problem with the assessment.

Tom Dowling: You can't do that. First you have no commercial and
industrial property rate. My position is that the bill in front of
you doesn't solve the problem.

Senator Towe: Let's assume for the moment it is possible for the
Department of Revenue to adjust rate and the Department of Revenue
doesn't need authority to set the rate. Why doesn't this bill solve
the problem?

Senator McCallum to Ellen: From listening to Towe you want authority
to be able to appraise and assess the rate so that you can set the
dollars out there.

Ellen Feaver: We are asking to tax railroads fairly in comparison

with other property. If we adjusted the rate and valuation to ar-

rive at a set dollar amount of tax, we would not be in compliance -
with the 4-R Act. That Act requires we treat them the same as other
property.



5--March 6, 1981

Senator McCallum: Most commercial property is 10.55%7?

Don Hoffman: Rate was arrived at 10.55%. This was just a simple
average of rates at which commercial and industrial property are
taxed.

Tom Dowling: I didn't participate in these trials. I understand
that was a negotiated figure. Commercial and industrial are some-
where around 10%; they agreed to 10.55.

Senator Towe to Don Hoffman: You said simple average - you went
through all classes and averaged them all and came up with 10%.
But that's not realistic. Did you run a weighted average?

Don Hoffman: We tried except when you get to real property and
improvements, you cannot identify what's residential and what's
commercial - all in one class.

Senator Towe: What's your opinion of the 10.5? Were you satisfied
with that settlement?

Hoffman: I would have to say, no, because there was a question not
addressed as to whether net proceeds percentages should be in there.
It was determined that would have to be decided in court.

Representative Asay: About federal government interfering in state's
taxing authority. We do not have a specific class for commercial.
If this bill is passed as written you won't be in contradiction.

Senator Hager: I would like to know when you define railroad property
if this includes lots that are not part of the right-of-way.

Dowling: It doesn't include anything other than operating stock.

Jack Gribble, Administrator, Property Tax Division: There is a
fixed percentage that commercial and industrial properties are taxed
at. The fact that they are included with residential doesn't alter
the fact. They are taxed at 8.55. Under Montana law, railroads are
taxed at 15% market value. We're trying to clarify and meet the

4-R Act recommendations. Let's assume we are assessing commercial
properties at 60% and we are assessing railroads at 60% - that would
indicate that we are discriminating against the railroads. We don't
have the flexibility to address a variance between the ratio we are
assessing if we determine that we are assessing railroads closer to
market value than we are other commercial property. We won't comply
with the 4-R Act if we are bound by the fixed percentage.

Senator Towe to Ellen: Suppose we were to aim the bill to simply read
that rather than giving you authority to set the percentage, the
percentage would be set. Then the assessment would be set by you as
you determine commercial and industrial property assessments, and then
you would have your authority to set a fair figure. Why do you need
extra flexibility?
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Ellen: Because assessment is set annually on the unitary method.
I don't think we can make that amount go up and down. %

Senator Towe: Are we bound to the unitary method by statute?
Ellen: No.

Senator Towe: I would like to know where it says that you can
change the rate to make up an error in the assessments. u

Ellen: As soon as McCarter gets back, I'll have him explain.

CONSIDERATION OF HOUSE BILL 63:

"AN ACT TO EXEMPT FROM INCOME TAXATION PRIVATE OR CORPORATE
RETIREMENT BENEFITS NOT IN EXCESS OF A CERTAIN AMOUNT; .
AMENDING SECTION 15-30-111, MCA; AND PROVIDING AN EFFECTIVE DATE.

Representative Moore, District 41, said the state income tax
exemptions have been laid aside for all peovle in the PERS, Highway
Patrol, Teacher's Retirement, etc. Also, peovle who draw retirement
and pay taxes on a pension have an exemption not in excess of $3,600 4«
on their pay. This bill provides the $3,600 received as annuity.
pension, or endowment under any private or corporate retirement

plan or system, except those received under a defined compensation
program, an individual retirement account, or any similar program in
which contributions made by an individual are tax exempt when first
made receive the same break as all other retirees.

-y
PROPONENTS :

Jim Jensen, representing Low Income Senior Citizens; Jim Hughes,
representing Mountain Bell.

Sen. Crippen said a Mr. Shore wanted to go on record in support.
OPPONENTS :

Ed Sheehy, representing NARFE. Mr. Sheehy said he understood from
Representative Moore's statement that he asked the Department of
Revenue to rewrite section (c) of the bill. One word gave him a
problem - the word is "defined." He wondered if it might not mead
"deferred." He also wondered about the words corporate and private. =
See his attachment #4. Mr. Sheehy felt the bill did not go far enough
and that the exemption should be an amendment to bring exemption to
$6,600. Future legislators may wish to tax benefits now fully
exempted. The ceiling set by this legislature might be the ceiling

for the future. We have 4,764 regular federal retirees in the state

of Montana who receive benefits based on their employment. Just con-
sidering those people they brought into the state $3,612,000 in «
October of 1979. 1In April 1 of this year the same retirees will

bring into the state $4,606,000. The state is reducing the COLA
adjustment by taxing these benefits. He hoped this bill would be

aimed to a higher amount and passed. \ﬁf

Helen Haegele --- read a letter from Tom Ryan, Attachment #5.
L
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Rep. Moore closed. He said he thought no more than $3,600 should be
the amount as it is comparable to those who are retired under federal
retirement. He only asked for an even break. This bill just has to
do with the private sector--they are just asking for the same break
public and federal employees get.

CRIPPEN: You said you want them to get the same break. Federal em-
ployees get a $3,600 break. It would seem public employees are fully
tax exempt.

MOORE: PERS, Highway Patrol, Teachers Retirement, and game wardens
are fully tax exempt and pay no state income tax from their pensions.

CRIPPEN: I support your concern that the bill would have very little
chance of passing if these were incorporated.

MOORE: Thirty-six hundred dollars was exempted for federal and mili-
tary service organization. We are just trying to ensure that the
private sector gets the same break as them.

CRIPPEN TO FEAVER: She said she would say the Department of Revenue
had not prepared the fiscal note because their name was not there.

MOORE: Estimates (fiscal note) have varied from $400,000 to 1.2 mil-
lion. It isn't known how many people would qualify. Rules would have
to be set up in the Department of Revenue as to who might qualify.

The hearing was closed on House Bill 63.

DISPOSITION OF SENATE BILL 291:

Sen. McCallum said SB 291 is recommended to the full committee as a
DO PASS. Bruce Crippen moved the amendments to SB 291. The motion
carried unanimously. It was moved to give a DO PASS, as amended, on
SB 291. All voted aye, except for Senator Norman.

DISPOSITION OF SENATE BILL 292:

The subcommittee recommended that Senate Bill 292 be given a DO PASS,
as amended. Sen. McCallum moved the amendments and the vote was
unanimously carried. Sen. McCallum then moved that Senate Bill 292
be given a DO PASS, as amended. The motion carried unanimously.

DISPOSITION OF SENATE BILL 383:

Cort responded to an earlier question regarding SB 383 saying that
the difference is between protest and petition. For a RSID you need
602 before RSID can be formed, but to protest a SID you need 50%.

NORMAN: They aren't comparable because the county commissioners can-
not enact a RSID. They have to get 60% to come and ask, but the city
council with 15% can get a petition. At least this brings us up to
some sort of equality.
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DISPOSITION OF SENATE BILL 358:

The subcommittee's recommendation to the full committee is that
Senate Bill 358 DO NOT PASS. Senator Crippen recommended a DO
NOT PASS for Senate Bill 358. The motion carried unanimously.

DISPOSITION OF SENATE BILL 447:

Subcommittee recommended that Senate Bill 447 be given a DO NOT PASS.
Senator Manley wanted to remind committee that he and Senator Turnage
have two bills that require elections. Landowners get to vote in

our bills, and the hearing will be on the 10th.

Senator Elliott recommended that Senate Bill 447 be given a DO NOT
PASS. The motion carried, with Senator Bob Brown dissenting.

Senate Bills 423 and 476. The subcommittee felt that the full com-—~
mittee should make the decision on these bills.

Cort will provide amendments for other bills that are outstanding.

A meeting was announced for 8:00 a.m. Saturday morning.

Lot

PAT M. GOODGVER Chairman

BD
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HB 72

Testimony of Dr., Rolf A. Weil
Before Senate and House Tax Committees of
the legislature of the State of Montana
February 9, 1981

1. Introduction.

It is a privilege for me as an economist and as a long-time student
and practitioner in the field of public finance to testify before this
distinguished group of legislators on a matter of common concern, )

In 1976 the Congress of the United States passed the Railroad
Revitalization and Regulatory Reform Act. Among the purposes of this
Act, commonly referred to as the 4 R Act, is the prevention of tax dis-
crimination in the various States against the rail transportation pro-
perty of common carriers, To attain this objective the legislation
provides the opportunity for railroads to sue in the federal courts
without first availing themselves of State judicial systems which hi-
storically had become a slow and inadeguate procedure,

In essence, the 4 R Act provides that the level of assessment as
determined by an a,ssessmem:/sales,(2 ratio study of commercial and indus-
trial property may not be significantly lower than the level of assess-
ment of the carrier operating property., Moreover, the Act provides that
if a random-sampling sales ratlo study cannot be made for commercial and
industrial property, equalization will have to take place between the
level of all other property subject to property taxation and the level of

the centrally assessed railroad property,

(1 Recodified in 1978,

(2 The Act refers to a sales assessment ratio study,
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2. The Classified Property Tax and the 4 R Act,

Many States classify property for tax purposes and specify different
assessment levels for different classes of property. There is nothing in
the.h R Act to prevent this procedure. However, the level of assessment
on railroad operating property may not be higher than the level specifiéd
for commercial and industrial property. Moreover, setting an identical

level by law, although a necessary condition, is not a sufficient condi-

tion to meet the federal requirement, In actuality the "true" level of
assessment of commercial and industrial property as measured by a sales
ratio study must not be lower than that for the rail property.

To be specific, in the State of Montana the statutofy as well as
the "actual” level of assessment for property Class 4 must not be lower

than that for the railroad classification.

3. Assessment Jurisdiction.

As a practical matter, it is only a State-wide study of commercial-
industrial property that produces a large enough sample to make compari-
sons. Moreover, for railroad property the assessment jurisdiction is
the State and it is therefore logical, administratively reasonable, and
legally probably necessary to use State-wide data.

Moreover, if a ratio cannot be determined for commercial and indu-
strial property on a State-wide basis, equalization between rail and all

other property must be undertaken,
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4, Recommendations for Possible Changes in State of Montana Assessment

Procedures.

In order to accomplish the dual objectives of complying with the
4 R Act and to minimize costly litigation, I would recommend that the
legislature and the Montana Department of Revenue take the following
steps legislatively and/or administratively:

a. Establish a separate property class for operating railroad pro-
perty and set its level of assessment at the same level as the
level provided for in the present Class 4.

b. Conduct annual assessment/sales ratio studies and determine the
actual lével_of assessment for commercial and industrial proper-
ty as well as for all property.

c. Equalize the valuation between centrally assessed railroad pro-
perty and the State-wide ratio for commercial and ‘industrial
property. For example, if the statutory assessment on railroad
property were set at 10% and if commercial and industrial proper-
ty is on the basis of a ratio study found to be at 8%, a multi-
plier of .8 should be applied to the Montana rail valuations.

d. In calculating assessment to sales ratios, sales for the latest
available 12 months period should be used and the market values
should be compared with the preceding January 1 assessment data,

(1

e. If for statistical purposes‘'™ an inadequate number of commercial-
industrial sales are available, railroad property should be
equalized with all other property using generally accepted sta-

tistical procedures,

(1 It must be possible to determine the commercial-industrial assessment
level within a narrow enough confidence interval to be meaningful.



5. Conclusion.

It is my Jjudgement that the taxing bodies in Montana would be
best served under a system of railroad assessment that produces both.
equity and certainty. Equity means the elimination of discriminatory
taxation ;nd certainty implies the timely collection of taxes without
the delays inherent in litigation. The more precise the legislation
in regard to the matters discussed in thils statement the greater is
the likelihood of a smoothly functioning property tax system.

I thank you for cecnsidering my recommendations and the underly-

ing reasoning,
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21 January 1981

TO: House Taxation Committee
RE: H.B. 92 Railroad Tax Rate

Background:

In February of 1976 the U. S. Congress passed what is called
Public Law 94-210 (codified at 49 USC Section 26 (c))
commonly the Four R's Act.

I have attached a photocopy of this law to this memo.
Basically the law prohibits any state from: .

a) Assessing railroad transportation property at
a value at a higher value than other commercial
and industrial property.
b) Collecting a tax based on the higher assessment
c) Having a tax rate on railroad transportation
property higher than the rate on commerc1al
and industrial property.

The law prohibits two types of actions by the state. The
first is valuing the real and personal property of the rail-
roads in such a way that its value in relation to its true
market is higher than the ratio of assessed value of other
commercial and industrial property to its true market value.

The second prohibited act is setting a tax rate at a higher
rate than the rate for other commercial and industrial property.

Montana's property tax scheme establishes eleven classes of
property (Sec. 15-6-131-141) and sets assessment rates at from
100% (oil royalties) to 3% (Co-ops). This assessment rate
percent that you multiply times fair market value to yeild
taxable value. The Counties take taxable value times their
mill levy to get the amount of tax. The basic rate of real
property is 8.55%.

In the Montana Code, Section 15-6-141, sets the rate for
railroads, although it doesn't expressly say so. I have
attached a copy of that statute to this letter. It sets
railroads at 15% of market value and other centerally assessed
property at TS%./2% |
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This 15% rate is clearly not the same rate even as the 12% rate
for other centerally assessed property. Last year the

Federal District Court looked at the different rates and
determined that the average business and commercial rate

was about 10.5% and allowed assessment at that rate.

It was this difference that was the basis for the first lawsuit.
The second lawsuit claims that not only is the rate, 15%,

wrong but the assessed value is also much too high, because

of the method of assessment is wrong. They only paid as if

the assessment rate were about 3%. See attached letter.

Something clearly needs to be done. The assessment rate is
violating the federal law. It should be changed so that
railroads are not singled out with a special rate. Ideally
the rate should be the same as other commercial and industrial
property.

The Federal law reflects the beginning of a serious attack on
State tax systems. The broad language of the law allows the
railroads to go the court easily and disrupt a tax system
which was developed over a long period. This system reflects
a series of compromises with agriculture, mining and small
local businesses, which can not be easily undone. Each of
the special property classes with its special assessment

rate will fight any change. The different rates are often
justified for example, the special lower rate for REA's
electrical distribution system.



TRANSPORTATION 49 § 26¢c

(c) may seek judicial review of any Commission action on any
matter involving a common carrier by raliroad subject to this chap-
ter; to the extent such review is suthorized by law for any person
and on the same basis;

(d) shall solicit, ltudy. evaluate, and preunt before the Com-
mission, in any proceeding, formal or informal, the views of those
communities and users of Tail service affected by proceedings in-
itiated by or pending before the Commission, whenever the ‘Director
determines, for whatever reason (such as size or loeation), that
such community or user of rafl service might- not otherwise be
adequately represented before the Commlulon ln the course of
such proceedings; and '

(e) shall evaluate and represent, before the Commission and
before other Federal agencies when  their policies and activities
significantly affect rail transportation matters subject to the juris-
diction of the Commission, and shall by other means assist the
constructive representation of,.the public interest in m etticlent
reliable, and economical rail transportation services. -

In the performance of its duties under this ‘paragraph, the Office of °
Rail Public Counsel shall assist the Commission in the development of
s public interest record in proceodinn batpn 'the Coqunudon. e

Cou-m-t aubmission of bugct m-uucnl mu
Fresident aud Congrops -
(5) The budzot ‘requests and budget uumtu ot Lh. Olﬂce of . Rail
Public Counsel ahall be lubmittod ;oncurmtly to the Oonxreu and
to the Preqident.

P 1 S A

A-thulntlol of appropriations - - *

(6) 'I‘here are authorized to be appropriated to the” Ottice ot Rall
Public Counsel for the purpose of carrying out the provisions aof this
section not to exceed $500,000 for the fiscal year endiag June 30, 1876,
not to exceed §$500,000 for the fiscal year transition perlod ending
September 30, 1976, and not: ;o exceod 82 000 .000 tor the fiscal year
ending September 30, 1977. ~ -

- Feb. 4, 1887, c. 104, Pt. 1, § 27, as added F.b. ‘5, 1970. PubL. 94-210,
Title III, § 304(a), 90 Btat. 51. -

Legislative Histery. For |e¢m.uve 1970 l@dc Ctm d Adm.l\'nl. p.
history md purpose of Pllb L. 94-210, see U ‘ A

§ 26¢. nmmnmmmbymmmwmma
governmental muﬂuwmnm«:mmam«uwwom
=—Particular acts unlawful . : PR

(1) Notwithstanding the. provhlonu ot ucuon lOl(b) of thll title,
any action described in this subsection is declared to constitute an unrea-
sonable and unjust discrimination against, and an undue burden on,
interstate commerce. It {5 unlawfu] for a State, & poljtical subdivision
of a State, or & governmental entity or person acting ap behalf of such
State or subdivision to commit any of the following prohbibited acts:

' (a) The assessment (but only to the extent of any portion
based on excessive values as hereinafter described), for purposes
of & property tax levied by any taxing district, of transportation
property at a value which bears a higher ratio to the true market
value of such transportation property than the ratio which the
assessed value of all other commercial and industrial property in
the same assesament jurisdiction bears to the true market value of
all such other commercial and industrial property. *

(b) The levy or collection of any tax on an useumont which s
unlawful under subdivision (a).

(¢) The levy or collection -of any o,d valorem property tax on
transportation property at a tax rate higher than the tax rate
generally applicable to commercial and lndustrhl »roperty ln the
same assessment jurisdiction.
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49 § 26¢ TRANSPORTATION -

(d) The imposition of any other tax which results in diserim-

.- inatory treatment ‘of a common carrier by railroad subject to this
chapter, - !

c Judiclal relief; limitations

(2) Notwithstanding any provision of section 1341 of Title 28, or of
the constitution or laws of any State, the district courts of the United
States shall have jurisdiction, without regard to amount in controversy
or citizenship of the parties, to grant such mandatory or prohibitive
injunctive relief, interim equitable relief, and declaratory judgments as
may be necessary to prevent, restrain, or terminate any acts in violation
- of this section, except that—

(a) such jurisdiction shall not be. exclusive_of the -jurisdiction
.. which any Federal or State court may have in the absence of this
.. subsection;

(b) the provhlonl of um oection lhlll not become effective

untl} 3 years after February 5, 1976; . . ki) x|
(c) no relief may be gran under thil lectfon unleu tho ratio

of assessed value to true market value, with respect to transporta-
.tion property, exceeds by at least § per centum the ratio of assessed
value to true‘m:rket value, .wﬁ’ﬂ"?blpect to all other commercial
and industrial property in the same assessment jurisdiction;
(d) the-.burden-of proof with respect -to- the determination of
assessed value and true market nlue lha.ll be that declared by the
fre appucable State-law; and
-~ (@) in the ‘event that the: utlo of the ulcued value of all other
commercial and industrial property in the assessment jurisdiction
to the true market value of .all such other commercial and,indus-
_..trial property.cannot be established through .the random-sampling
" method known as a sales assessment ratio study (conducted in
L accordance with_ -utuucn principles appiicable to such studies) to
_the satistaction of the court hearing the complaint that tranapor-
" tation property has been or is being assessed or taxed in. contraven-
tion of the provisions of this section, then the court shall hold
unlawful an assessment.of such transportation property at a value
which bears a higher ratio to the true market value of -such trans-
portation property than the assessed value of all other property
fn the assessment jurisdiction in. which is included such tazing dis-
- trict and subject to a property tax levy bears to the true market
‘value- ‘of -all -such -other property, and: the collection of anhy ad
" valorem property tax on such trinsportation property at a tax rate

higher than the tax rate geneu]ly oppuuble to taxlble property
+; in the t&xmg distriet.;; - - .

RN
P . ,‘4.,,||,f|-‘

!

nemumu 3
(a) ‘As used in this uetlon, the term—
(a) “assessment” means valuation for purposes or a property
" tax levied by any taxing district;
o (b) ‘‘assessment jurisdiction’’ means a geozraphlcal area, such
"' as a State or a county, city, township, or special purpose district
within such State which is a unit for purposes of de Lermlnlng the
' assessed value of property for ad valorem taxation;

(c) “commercial and industrial property’” or ‘‘all other commer-
cial and industrial property’”’ means all property, real or personal,
other than transportation property and land used primarily for
agricultural purposes or primarily for the purpose of growing
timber, which is devoted 10 a commercial or industrial use and
which is subject to a property tax levy; and

(d) “transportation property” means transportation property, as
defined in regulations of the Commission, which is owned or used
by a common carrier by railroad subject to this chapter or which
is owned by the National Rallroad Passenger Corporation,
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v “/ BURLINGTON NORTHERN
600 First Northwestern Bank Center
175 North 27th Street
PROPERTY TAX DIVISION Billings, Montana 59101
Mrs. Claribel Bonine November 30, 1980

Treasure County Treasurer
Hysham, Montana 59038

RE: NOTICE OF TAX PAYMENT UNDER PROTEST

Dear Mrs. Bonine:

Burlington Northern Draft No. 10224 in the amount

of $_12,867.11 is transmitted to you in payment of First

Half 1980 taxes levied against properties of Burlington

Northern Inc. in Treasure County, Montana.

Of the total FIRST HALF TAX amount of $ 61,205.31 the

amount of § 48,338.20 is hereby being deposiied with the
b 0670 4O

United States Federal District Court in Billings, Montana,

pursuant to the Court's Order of NOV 25_ ,1980.

(1) In accordance with Section 306 of the Railroad Revi-
talization and Regulatory Reform Act of 1876, states
and subdivisions of the states are prohibited from
assessing railroad property at & value that has a
higher ratio to market value than the ratio applicable
to other commercial and industrial property.

(2) The Montana Department of Revenue completed its valua-
tion and assessment of Burlington Northern's centrally
assessed railroad properties and certified the allo-
cated value to the various 48 Montana counties in
which Burlington Northern operates. The assessment
transmitted by the Montana Department of Revenue to
the various 48 counties was based upon a classifica-
tion ratic of 15% while other commercial and
industrial property in Montana was classified and
taxed at a ratio to market value that did not exceed
10.096 percent.

The classification ratio applied by Montana Department
of Pevenue to Burlington Northern Inc.'s property is
in direct violation of Section 306 of the Railroad
Revitalization and Regulatory Reform Act.



November 30, 1980
Page - 2

(3) 1I1f Burlington Northern's Montana rail transportation
property was assessed, equalized and classified in
accordance with the requirements of Section 306, the
ratio of taxable value to market value determined by
the Montana Department of Revenue applicable to
Burlington Northern's rail transportation property
for 1980 should not exceed 2.884 percent of assessed
valuation.

(4) On August 18, 1980, Burlington Northern Inc. initiated
a law suit in the United States District Court for the
District of Montana, Billings Division, entitled
Burlington Northern Inc. vs. the Department of Revenue
of the State of Montana, CV-No. 80-139-Blg. Further
by letter dated August 18, 1980, Burlington Northern
Inc. informed each County Attorney of the various 48
counties in which Burlington Northern's centrally
assessed valuation was distributed of this filing of
a federal court action.

(5) We have indicated on each of the 1980 tax statements
enclosed and applicable to the state assessed rail
transportation property of this company and located
in your county the amount being protested and depos-
ited with the United States Federal District Court
in Billings, Mcntana pending final determination of
this law suit, ' '

When proper credit for this payment has been entered on
your tax records, please return the tax receipts direct to
me at the address shown on the letterhead indicating partial
payment has been rendered to you at this time in the amount

shown.

Yourg very uly,

U o A Aﬁ'i
A{fégj Kenaley
Manager Property Taxes

JWK:ATS

cc: Clerk and Recorder
County Attorney

Attachments

CERTIFIED MAIL NO. 10945
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House Bill No. 92
Introduced by ASAY

1. On page 2, line 9, after the word in, delete '"15-23-202," and

insert "(c), below,"

2. Following line 11,
insert"(c) Railroad transportation property is taxed at 10% of
market value."

Renumber subsequent sections accordingly

3. Beginning on Tine 25, delete all material following "(2)" through

line 5 on page 3.

Insert: "In determining the assessed value of railroad transportafiop
property, the department shall equalize such assessed value
at the statewide median ratio to market value at which com-
mercial and industrial property is assessed. The statewide
median ratio for commercial and industrial property shall
be determined by reference to the assessment Capital Assess-
ment/Sales Ratio Study for the taxable year immediately

preceding the year of the assessment."



The Honorable Pat Goodover
Chairman, Senate Taxation Committee
Montana State Senate

State Capitol, Helena, Montana

Dear Senator Goodover:

I am writing to you as the chairman of the Senate Taxation Committee, with copies
of this letter being mailed to othsr members of ths Committee.

House Bill 43, which proposes to exempt from Montana income taxation, private or
coroorate retirement benefits not in excess of $35600 passed the House with one
dissenting vote on second readinz., At the House Hearing on February 4, 1381
tWwo witnesses appeared on this bill., One a paid lobbyist for LISTA was in favor,
and I, a retired Federal employee wis opposed.

I am opposed to House Bill 63 simply bscause it does not go far enough. I am

in favor of an amendment to exempt all retirement benefits, State, Federal, Private
Corporate and public retirement benefits earned ouiside the State of Montana, to
at least $6600 00 with a dollar for dollar offset for any earned income derived
from wagzes in excess of 33500.00.

As Izstated at the house hearing: %t is possible for a couple one employed oy
the state, the other by 2 lozal school 3istricst to have retirement bensfits in
azombined amount of $30,000 fully exsmnt from Montana Income Tax. This is not
fair or equitable, In addition this -ouple could have the added benfits of
Social Security that Federal Retirees may not have.

I delieve the day is not far off thatt will bring full taxation to all retire-
ment benefits net in excess of the exclusion that will be set by House Bill63.

Therefore, I urge you and your commnittee to consider my proposed amesndment.
The a ttached copy of a lebter to the editor is for your information.

nHY



5343 mom‘xly “This income is taxable
under federal income tax and after
- the §3,600 exclusion state income tax.

* A person with average earnings under
" social security retmng at age 65 in
" 1881 can get $332 in benefits plus an
addmonal allowance of 5766 ior hlS
wife, non-taxable. . :

LA

,"?r =

7 dSpeu -~ - e ————— Lo
A SN . ~ * Tbelieve that Rep. Moore should hear
Income tax:exclusion ~ ~ from the peogile of Great Falls as to
, P oo ) 7 what’s fair in mc0'ne tax exclusion,

-Rep. Jack Moose of Great Falls has a

bill before the legislature’ (HB 63) to ED'\IUND SHEERY, retired federal
exempt from income taxation private  employee, 113] 5th Ave., Helena

or corporate retirement benefxts not -, :o A oo
- in excess ofSS 600 . . S - e T TS [Py

RS

" This prompr.s two questlonS‘ =

Where did Mr.- Moore come up w:th -
neSSSOOhgure" T -

What considration is gwen to a per- |
son such as a teacher whose benefits
are based on & public retirement a)S-
tem in another state?

Perhaps another question is whether
age should be a factor in allowing
b="°f1ts

t . In 1861, two Republican members of -
- the legislature, with the support of
t then-Gov. Nutter, brought into law the
2 present 33,600 exemption given to fed- -
f eral retirees. This was to recognize -
| that p=ople who did not have the sup- 1
plemental benefits of social security
may be entitled to a tax break. !

What HB 63 presupposes is that all re- ;3
tirement benefits are under one um-
brella and benefits from one should
be taken into account when determin-
ing benefits of another. I believe that
thezre are many people in and around
the lLegislature who are not aware
that the city of Great Falls has never -
extended the benefits of social secu-
rity to its policemen. This is an ex-
ample of how difficult it is to compare
benefits or the reasons for special tax
treatment. ] °

Montana has approximately 6,100 per-
sons receiving civil service annuities.
Of these, 4,574 receive benefits on the
basis of thair employment and contri-
butions that average S$772 monthly,
and there are 1,424 receiving reduced
berafits, as survivors, that average
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STAI DIRG COMMITTEE ... URT

et

................................ arch 6, ...19.8% .
T
MR. .oooo..... PRESIDENT: .. ...
We, your committee on............. D A T T O L oo oo oo seeseemses b e s
having had under consideration .....c..ccovoeiirceciniiiiee e SERAT D e Bill No.....291...
Respectfully report as follows: That.............cccowceeeecvuincsnniecinenns BENBTE e Bill No...a9ds. ..
the introduced bill, be amended as follows:

l. Page 2, line 3.
Following: “"years.®

Insert: "In no event may the lozns intersfere with the payments of
bonds or warrants. 7The lcan shall be repaid by an assessment
as provided by 7-12-2120 if other funds are not availakle. If there
are not sufficient funds in the revolving fund to make the loans

without interfering with tiie payment of bonds or warrants, then the
loans may not be made.”

And, as 30 amended,

DO PASS
P
o7
............ g P YAy oot e
STATE PUB. CO. GOOUOVER,

Chairman.
Helena, Mont.



STANDING COMMITTEE REPORT

MR. PRESIDENT:

Respectfully report as follows: That

1. Page 2, line 21.
Following: “county®
Strike: "to acquire

a project”

be amended, as follows:

Bill No.... 292

Insert: %“to pav the costs of acguiring or improving a project”

2. Page 3, line 5.
Following: “bonds”
Strike: “to acouire

a proiject®

Insert: "to pay the’

3. Page 3, line 11.
Following. "to"
Strike:

acqulre a proiject”®

Insert:

ind, as so amended,

DO PASS

STATE PUB. CO.
Helena, Mont.

costs Of acquiring or improving a project® -

*pay the costs of acgquiring or improving a nrogect"

PAT M.

GOODOVER

Chairman.



Senate Bill 292: Authorizing the issuance of short-term bonds
in anticipation of the issuance of long-term
bonds.

Senate Bill 292 facilitates refunding of bonds by
clarifying the definition of "bonds" indicating that the
term includes "short-term bonds or notes issued in anticipa-
tion of long-term bonds or notes." The Bill also eliminates
the requirement for a second hearing at the time the short-
term financing is rolled-over into a long-term financing.

This feature of the Bill eliminates expense and delay in the

conduct of a second, but unnecessary, hearing. Protection

of the public interest is guaranteed in the first hearing

and need not be duplicated in a second hearing.

Passage of Senate Bill 292 will promote economic develop-
ment in Montana by allowing capital financing through the
issuance of short-term bonds in anticipation of a subsequent
roll-over into long-term bonds. By permitting the advanced
refunding of short-term bonds bearing disadvantageous interest
rates and their replacement with lower interest long-term
bonds, the Bill adds greater flexibility to a financing tool
that is provided in present law. This greater flexibility
will promote capital financing in today's high interest
market.

The savings for consumers that could result from the
passage of Senate Bill 292 is material as lower capital
financing costs result in lower prices. It is significant
to note that this Bill was not opposed in its hearing before

the Senate Taxation Committee.



STANDING COMMITTEE REPORT

March 6 81
.................................................................... 19 i,
MR, ... TRESIDET:
W ) TAXATION
€, YOUT COTTHMITIEE OM L..ievinnintivianeeenuareeeestaeenaantarnerestarenereanaaeensassnssnnssssanessmnsnssmessessnsensnnssmnnsmnseemsssssssssssnsasnnssrssnassnnassnsnnsene
Sena 383
having had under consideration ente ..... Bill No. ..o
S
Respectfully report as followWs: That ... e ee e e eae e s e s e e e e e enate ...... Bill N0383 .......
DQ PASS -
E
& L~
............ BT GOV R,

STATE PUB. CO.
Heiena, Mont.



SENATE COMMITTEE TAXATION

-~

Date—2%un . &, 198 1 ,.i,ufg Bill No._JF 53  rmime

NAME YES NO
SEN. McCALLUM (Vice-Chairman) P//
SEN. BOB BROWN V//

SEN. STEVE BROWN

SEN. CRIPPEN

SEN. ECK

SEN. ELLIOTT

SEN. HAGER

NN

SEN. HEALY

SEN. MANLEY

SEN. NORMAN

SEN. OCHSNER

\

SEN. SEVERSON

SEN. TOWE

SEN. GOODOVER (CHAIRMAN)

A AEAEEANANAN

Betty Dean Pat M. Goodover

Secretary ] Chairman

Motion: Z 7@4% SE 353 a o /f)@q_q/!
— :

(include enough information on motion—-put with yellow copy of
camittee report.)

~16-



STANDING COMMIT ... . _7ORT

Harch © 81
.................................................................... 19 .
PRESIDERT:
MR . e
TAYATION
W, Y OUT COMIMUITIEE O L.iiuiiiiccie e et e et e bt e s e eat e e s e ataeeeee e e e s e e eesatessesesssensasesease s e ena s b e s s ansae s bs s ebsnenes
Senate ) 358
having had UNder CONSIAETATION wouo i it ee ettt sttt ata e e e e eesnvaeeeaeeesesnseaenessmvereesanes Bilt No..ovvrveeennn.
Senate ) 58
Respectfully report @s FOHOWS: THat. ...ttt trer e e re s e e e e ee e e s beeeasaeeseseeeeerennnns Bilt No..covueeeneee .
DO NOCT PASS
BEPREE
I 4. {4
......... pATM.r;OODOVER,Chanman

STATE PUB. CO.
Helena, Mont.



SENATE COMMITTEE “AXATION

. L .
Date 7?{1:;.1 ., /587 il £ Bill No. S5, Time
NAME YES

SEN. McCALLUM (Vice-Chairman)

U

N\

SEN. BOB BROWN

SEN. STEVE BROWN

SEN. CRIPPEN

VUSRS W SR DI ——

SEN. ECK

SEN. ELLIOTT

SEN. HAGER , |

SEN. HEALY |

[N SV N

EN. MANLEY

NN

SEN. NORMAN

SEN. OCHSNER |

SEN. SEVERSON

NN

SEN. TOWE

SEN. GOODOVER (CHAIPMAN)

5

Betty Dean Pat M. Goodover
Secretary B . Chairman
Motion: ~lo  He plia .

7

(include enough information on motion--put with yellow copy
camittee report.) i Y ot

_16..



STANDING COMMITTEE REPORT

“arch 6 31
.................................................................... 19
PRESIDENT:
MR e
) TAYATION
W, YOUP COMMITIEE ON L..oviiiiiiiieiee oo eteees e e e e e et e e et eeesee e et eeeeseee s et eess st saesassoeeesasameseasesrre st e sbesubae s st taasesneens sesesasars
Senate . 447
Naving had UNAer CONSIARTBLION cioviviiiieiiiiieie e et eeeeae et e e s e e s eeessesba st amasereesssnesnsensessesnasasssenrsresmesnsnas Bill No..occoreerennnee
Respectfully report as follows: Thatsenate ........ Bill No447 ........
DO_HOT PASS
BEPRSK )
el
2l
STATE PUB. CO. PAT M. GOODOVER, Chairman.

Heiena, Mont.





