
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 language 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 c) 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 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, 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 buildin~ an annual lawsuit by giving the 
Department of Revenue and railroads room to fight. Please be 
specific. He passed out proposed amendments, attachnent #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. \~e 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 ~he 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 yes. 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 Sioux felt it was advantageous to usc 
salvage value. They tried to use that and the court said it was an 
improper method of valuation. 

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. ~fuat 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 right~o impose taxes. 



4--March 6, 1981 

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 ' 
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: \vould you comment on the amendments? 

Ellen Feaver: We believe fixing a rate would be 
Should we find the vauation was low, we would be 
railroads less than other commercial properties. 
copy of the amendments at this point. 

a real mistake. 
locked into taxing 

I don't have a 

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: 
flexibility. 
the judgment? 

Under federal law I don't see that you have that 
Can you adjust the tax rate to make up a deficiency in 

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 ass~e 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 ~lcCallum 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: \ve 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. 
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Senator McCallum: Most commercial property is 10.55%? 

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 cowmercial. 
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. 

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 peo~le in the PERS, Highway 
Patrol, Teacher's Retirement, etc. Also, peoole who draw retirement 
and pay taxes on a pension have an exemption not in excess of $3,600 
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. 

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: 

I 

• 

• 

iii 

• 

III 

• 

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 mean 
"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. Ne 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. In 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. 

Helen Haegele --- read a letter from Tom Ryan, Attachment #5. 

-

.. 
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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 
60% 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. 

BD 
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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. 

;/8. 12-

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. 
(1 

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 inadequate procedure. 

In essence, the 4 R Act provides that the level of assessment as 

determined by an assessment/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 ratio 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 4 R Act to prevent this procedure. However, the level of assessment 

on railroad operating property may not be higher than the level specified 

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 reCluirement. 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 statutory as well as 

the "actual" level of assessment for property Class 4 must not be lower 

than that for the railroad classification. 

J. 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, eClualization between rail and all 

other propel~y 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 level 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. 

e. If for statistical purposes(l 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 judgement that the taxing bodies in Montana would be 

best served under a system of railroad assessment that produces both 

e~uity and certainty. E~uity means the elimination of discriminatory 

taxation and 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 this statement the greater is 

the likelihood of a smoothly functioning property tax system. 

I thank you for considering my recommendations and the underly­

ing reasoning. 
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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 commercial 
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 ~/~~, 
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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 
violating the federal law. It should be changed so 
railroads are not singled out with a special rate. 
the rate should be the same as other commercial and 
property. 

rate is 
that 
Ideally 
industrial 

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 § 26e 
(c) may aeek Judicial review of any Commlilion acUon' On any 

matter Involving a commOn carrier by railroad lubject to thla chap­
ter; to the extent luch review la authorised by law for any pu&On 
and on the aame bula: . 

(d) Ihall 10Uelt, Itudy, evaluate, and present before the Com­
million, in any proceecUne, formal or informal, the vi .... of thOle 
communities and u .. n of 1'&11 .. rvlce affected by' proc:eedlDga ID­
ltIated by or pendlnc before the Commlulon, .. henever the 'Director 
determlnea, for .. hatever reuon (.ucb .. alae 'or location). tbat 
.uch community or UHr of raU .ervlce mtcbt: n~ otherw1ae be 
adeq uately repreaented before tb. Commlplon III the cou~ of 
.ucb proceedlnp; and . '". . ,. 

(e) .ball evaluate and repreaent, before th.· Commlu1oD and 
before other Federal &Cenci.. when, their polletea aDd acUviUea 
algn1t1cantly affect rall tran.port&Uon matten .ubject to the juria­
diction of the Commiaalon. aDd .hall by other meaIUI aulat the 
conatructlve repreNlltatloD .of, ,Ule public lDtereat lD aafe;-eff1et'llt, 
reliable, and economical rail tran..port&UOD .. rvtcea: " : , 

lD the pertormaDC8 of Ita duUee under thQ: paraP-aPh, . the Office of 
Ball Public COUDael Ihall aaalat. ,t~. Commlulon w the d.yelop~eDt ~r 
a publlc IDtereet record lD proceed1llp befpreth. CO~~OD.'.·-" 

• • • ~ • . • ,., ) '. ~ ". • J . - .' I •• 

c..e ...... t 11JIIa1aal_ at .... ., ... ___ ... ",,_,,_ "', 
. ~t ~ <>, ...... ', .. : ~,;; .. ,., 

(6) The budeet requeeta aDd budeet eeUalat ... ot ,t.U Office of. R&11 
Public COUDIel ~han be.u~~tte4, '~IlCW'I'Ul17 to tU Ooqreea aDd 
to the ~deQt. ,., '. ,_. .' .(,; .... , .. , ". 

. . ....da ..... tle •• t .......... u... . ,.. . .'! ~ 

(6) There are authorlaed to be: appropriated· to' tii.' Office of Rall 
Public Coun.el for the purpoae ofcarrylDe' outth. proVa.IOD. Q, tbla 
aacUOD not to nceed UOO,OOO for tbe tl.acal year .ndlQr lUDe SO, 1916. 
Dot to nceed UOO,OOO tor the tl.acalyear traultloD' "f1od eodinl 
September 30. 1876, aDd DOt ~o nceecl 'U,OOO.OOotor' lbe t~ year 
.ndlDe September 30, 1977. " .. ," . . ' , 
Feb .•• 1887. c. 10 •• Pt. I. I n, .. added Feb. '6, U7I;·,hb.1.. "-210, 
Tltl. III. I 30Ua), 80 Stat. 61. . .~ ,,' ,. ~ ,. ,.' 

X-1aWI ... HI.HQ'. Jl'or lewlll,Un' '1117. lJ.~. c.;" .. ' &Il.",AIlIMoN_ .. p. 
IIlatorJ 0' pur~ of Pub.L. 1K-21O, _ 1..' '....... ".' , '. ' 

. , f ,~. 

i a6c. Dlac:rim1D&toI7 "zeNna b, ~ poUtIeal . aubdlvlaIoDa, 01' 

lO'f'erDlDeotal eut.lt.1.- or ~ MUM GIl bebAU,of ~ Ql' .abd1ri11W11 
-P&I't.lculu' acta pla~.' .' ".:. "., '.,' 

(1) Notwlthatandlne the. provlalonl of aecUOD IOJ(~) 01 thla tIU .. 
aDy action deacrlbed In thla .ubaecUon la decl&red to conaUtute aD UDI'e&­
aonable and unju.t dlacrimlDation aealqt, aDd ~ Undue burd'n on, 
Interstate commerc.. It la unla .. ful for a $t.t.ta, & pqUUcal lubdlvlalon 
of a State, or a eovernmental .nUty or pelJOD actlDe Q!1 behalt of auch 
State or .ubdlvialon to commit any ot th., tollow1De prohlbl~ acta: 

I (a) The uaeumeDt (but only to the ntent of aDY porUon 
bued on exc .... ve valu.. .. h.relnafter deacrlbed); tor purpoaea 
of a property tax' levied by any tax1n~ dlatrlct, of traaaportatloD 
property at a nJue which bean a hieher raUo to tbe true market 
value of lucb uanaportaUOD property thaD the raUo which the 
LUellled value of all other commercial and' Indu.trl&l property lD 
the aame a.ueument jurladlctlon bean to the true market value of 
all lucb other commercial and Induatrlal property .. 

(b) Tbe levy or COllectiOol of any tax on aD ...... m.nt which la 
unlawful under .ubdlvlalon (a). .' 

(e) The levy or collection· of aDy ad valorem property tax OD 

tranaportation property at a tax rate bl&'ber thali tb. tax rate 
ganerally applicable to commercial aDd lDdultrlal property In the 
lIame aBIIellllment jurladletlon. 
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49 § 26c TRANSPORTATION' 

(d) The Impoaltion ot any other tax which rellultll In discrim­
Inatory treatment 'of a common carrier by railroad subject to this 
chapter. 

" •• lelal ..,Ue" ... It''''_ 
(2) Notwlthltandlnc an1 provlalon of aectlon 13U ot Title 28. or ot 

the constitution or lawl of an1 State, the dlatrlct courts of the United 
States ahall have jurladlctlon, without regard to amount In controvel'llY 
or citizenship ot the partlea, to grant auch mandator,. or prohibitive 
injunctive rellef, Interim equitable reUef. anel declarator,. judgments as 
may be necesaar,. to prevent •. reltraln, .or terminate any acts In Violation 

- of thla lectlon, except that-
(a) auch jurladlctlon Ihall not be exclusive_of ilIe--jurladlcUon 

which an1 Federal or State court may have In- the absence ,of thit 
aubsectlon; '. - , 
, , (b) the provlalons of thla a.etlon ahall not become effective 
untlL!..lean after Februaa "J976: " JC ') ./ . " '-'I " 

(c) no reUefma1 be grant~er thll sectI'on unlesa the ratio 
of aaaeuedvalu,. to, true martet value. with reapeet to transporta­
,tion propt!rty, .exceeda by at leut ,6 per centum the ratio of UIIeBlled 
value to true marltet value, :"I~peet to all other commercial 
and induatrial' property In the aame uaeument juriadlctlon; 

(d) th .. · burden· ot • proot with rupeet· to· the determination or 
uaeued value and true market value.haU be that declared by the 

",, appUcable State",)aw; and \; . 
(e) In the 'event that tbe'l'&tlo ot 'the a.ueased value of all other 

commercial and Induatrial propert1 In the uaeument jut1adlctlon 
to the true market value of . all auch other «Immerclal and.lndus­
trial Pr:opert1. cannot be eatabUahed through I the random-aampUng 
methOd known u a ,.1 .. aueument 'ratlo study (conducted In 

. I: aecord&nce wlth,_ Itatt8tlcal principie' applicable to lueh atudlel) to 
the aatistaetloD ot the court hearin, the complaint that transpor­
tation propert1'hu beeD Or la being ...... ed or taxed In, contraven­
tiOD ot the provlalona of thla lectlon. then the court Ihan hold 
unla w1ul an aueument, ot auch transportation property at a value 
which be&ra a higher ratio to the true market value of· such trana­
portation property than the aueued value ot all other .property 
In the Ul!@8ment JUriMlctiOD In, whleh·la Included auch tutn, dis­
trict and aubject to a propert1 tax le"y bean to the true market 
Talue·.ot'··all ·noh· other propertT," .. liel' the collection of aily ad 
Talorem property tU on' such transportation property at a tax rate 
higher than the tax rate generally applicable to taxable property 

; In the taxlnlr dlstriIDL;: .. ~ 0 ',' 

• ,4 'j ,"' ~.'.J·I":~' '), t. ~.r:'" 1-, ·DefI ... e .... -I, ! 

(3) 'Aa u&ed'ln ·thl"~tlon. the term-
(a) "aAessment" meana valuation for purpolles of a property 

tax levied bT any taxing dlatrict; 
(b) "uaeument jurladlctlon" meanl a geographkal area, such 

.. a State or a county. city, township, or special purpose district 
within auch State which Is a unit tor purposes ot df termlnlng the 
usessed value ot property for ad valorem taxation; 

(c) "commerclal.aDd Industrial property" or "all other commer­
cial and Industrial property" means all property, rea I or penonal, 
other than tranlportatlon propert1 and land used primarily for 
agricultural purpoaea or primarily for the purpose ot growing 
timber. which 1a devoted \.0 a commercial or Indulltrlal use and 
which 1a lubJect to a property tax levy; and 

(d) "tranaportatlon property" meanl transportation property. IJI 

deflDed lD regulatioOl of the COIJl.mlulon, which Is owned or ulled 
by a common carrier by railroad lubJeet to this cha.pter or which 
1a owned by the National Railroad Paaaenger Corporation. 
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~.J BURUNuTON NORTHERN 
"i 

PROPERTY TAX DIVISION 

600 F irS1 Northwestern Bank Center 
175 North 27th Street 
Billings, Montana 59101 

Mrs. Claribel Bonine 
Treasure County Treasurer 
Hysham, Montana 59038 

November 30, 1980 

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 Bur1i~gton 

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 deposited with the 
9b 07(J1 4D 

United States Federal District Court in Billi~gs, Montana, 

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

(1) 

(2) 

In accordance with Section 306 of the Railroad Revi­
talization and Regulatory Reform Act of 1976, states 
and subdivisions' of the states are prohibited from 
assessing railroad property at a value that has a 
higher ratio to market value than the ratio applicable 
to other commercial and industrial property. 

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 ratio 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. 

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



t~ovember 30, 1980 
Page - 2 

(3) If 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 l8 t 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-l39-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, Montana 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. 

your7j vcr~~ulY, , 
'liD I\~~ A Kenaley 

Manager Property Taxes 

JWK:ATS 

cc: Clerk and Recorder 
County Attorney 

Attachments 

CERTIFIED ~~IL NO.~10~9~4~5~ ______ _ 
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House Bill No. 92 

Introduced by ASAY 

1. On page 2, line 9, after the word in, delete 1~5-23-202," 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 line 25, delete all material following "(2)" through 

line 5 on page 3. 

Insert: "In determining the assessed value of railroad transportation 

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 Co~~ittee 
Hontana state Senate 
State Capitol, Helena, Montana 

Dear Senator Goodover: 

I am writing to you as the chairman of the Senate Taxation Co~~ittee, with copies 
of this letter beL~g mailed to other members of the Co~ittee. 

House Bill 63, which proposes to exe:npt from Hontana income taxation, private or 
co:-oo:-ate re:'ire~ent bene:its not L"'1 ex~ess of $360) passed the House v:ith one 
disse:1tin:; vote on secord, r-eadin:;. At the HO'J.se He3.~ing on ?ebr.1ary 4, E~31 
two witnesses appeared on this bill. One a paid lobbyist for LISCA was in favor, 
and I, a retired Federal e:nployee w:;s opposed. 

I am opposej to House Bill 63 sbply because it does not go far enough. I am 
in favor of an amen~~ent to exempt all retire~ent benefits, State, Fede:-al, Private 
Coroorate and public retirement benefits earned outside the state of Montana, to 
at ieast $6600:00 with a dollar for dollar offset for any earned inco~e derived 
from wages in excess of $3600.00. 

As I3stated at the hQuse hearLT).g: It is possible for a couple one 
the state, the other by a lo~al sc:t:JJl :istrict to h::ne retire:nent 
a:::,zr.bb.ed a:r:ou"t 0: $38,008 full::- exe::::Jt from :·Iontana Income Tax. 
fair 0:- equitable. In additio!1 t~is ::ouple could have the added 
Social Security that Federal Retirees ~~y not have. 

e:nployed by 
'::lene:its in 
This is not 
~enfits of 

I '::lelieve the day is not far off thatt will bring full taxation to all retire­
me:1t benefits not in excess of the e:{clusicm that ';Till be set by House 311163. 

Therefore, I urge yo'] and your cO'n..1iittee t~ cO!1sider my proposed amend:nent. 

The a tta:::hed copy of a letter to the editor is for your informatio:l. 
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}}' ~4f'm6~t~~;~~i~ in~~~~~; ~~~bJe" 
under federal income tax and after 

, the SJ.600 exclusion state income tax, 
'- . 

- A person with average earnings under 
SOCial security retiring at age 65 in 

, - 1931 can get $532 in benefits plus an 
additional allowance of $266 for his 
wife, non-taxable. ,- . 

, !:>}Jeu- ----:---- T-------:---: 
. .; .. 
IncoJue tax', exclusion 

:,' 

_ Rep, J ack ~ .. looJ-e of Great Falls has a 
bill before the legislature' (HB 63) to 
exempt from incomE: taxation private 
or corporate retirement benefits not. 

J believe that Rep. Moore should hear 
from the people of Great Falls as to 
what's fair in income tax exclusion. 

EDlI.-1UND SHEEHY, retired federal 
employee, 1731 S,h Ave., Helena 

- in excess of ~~~""" . . , __ 

This prompts~~~ questions: ,- " 

Where did' Mr: Moore 'come up with 
the $3,600 figure?- --,,-

What consideration is given to a per­
son such as a teacher whose benefits 
are bast-d on a pt:blic' retirement sys­
tem in another state? 

Perhaps another question is whether 
age should be a factor jn allowing 
benefits, 

. In 1961, two Republican members of' '1 
the legislature, with the support of ' 
then-Gov. Nutter, brought into law the , 

~ present SJ,600 exemption given to fed- ' 
feral retirees, This was to recognize', 
J that people who did not have the sup- 1 

plementa: benefi~s of social security ; 
may be entitled to a tax break. i 

. 'I 
, ','.,.1 

What HB 63 presupposes is that all re- 1:; 
tirement benefits are under one um- ~ 
brella and benefits from' one should 1 
be t3ken into account when determin· j 
ir,g benefits of another. I believe that 
~ho;:;-e are many people in and around I 
the Legislature 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 rea50ns for special tax 
treatment. .. 

r.10ntana has approximately 6,100 per· 
sons receiving civil service annuities. 

, 
I 
; 
I 

1 Of thes;!, 4,574 receive benefits on the 
ba5is of their employment and contri­
bwions that ave;-age $772 monthly. 2 

and there are 1,424 receiving reduced ~ 
her,efies. as sur:jvors. that average ~ 

-----.~ --- .... !-- __ 1:,._.:-
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STAf, DING COMMITTEE ~,: .. ~RT 

.............................. ;.~"?-.r..c:h ... 6 ... L ........... 19 .. ?~ .... . 

MR ........... ~~.~ . .'fp.~~~~.; ........................ . 

. TAXAn>rO ~ .' 
We, your committee on .........................•....... ~: .................................................................................................................... . 

s .... '·~,..... 29.1 having had under consideration ................................................. ;"'J.;'!~ .. ~~' ................................................... Bill No .............. . 

C-'\J!I"",,~ ?l:Il Respectfully report as follows: That .......................................... wow.1",o;'j •. 4-:A ................................................. Bill NO ....... 7. .. r ..... . 
the introduced bill, be amen~eu as fo1luJs: 

1. Page 2, line 3. 
Following: ·years.-
Insert: wIn no event may the loans inte~fere with the payments of 

bonds or warrants. The loan shall be repaid by an assessment 
as provided by 7-12-2120 if other f~~d3 are not available. If there 
are not sufficient funds in the revolving fund to make the loans 
without interfering with the payment of bonds or warrants, then the 
loans may not be made. OJ 

Al'ld, as so amended, 

DO PASS 

STATE PUB. CO. 
· .. ······ .. ·c..()·;J!)o\'I'£1r; .......... · .. ·· .. · .... · .... · .... · .... ·Ch~i~~~~: ......... 

Helena, Mont. 
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STANDING COMMITTEE REPORT 

!larch 6 81 .................................................................... 19 ........... . 

MR ....... ~~?.~P.AW~.; ............................ . 

We, your committee on ........................................... ?;~~~~.q~ ......................................................................... : ............ . 

having had under consideration ........................................................................................ ~.~~!:~ .......... Bill No ..... ~.~~ .... . 

Respectfully report as follows: That .....................•........................................................... ?.~~~~ ........... Bill No ...... ~~~ ..... . 
be ~ended, as follows: 

1. Page 2, line 21. 
Following: ·county~ 
Strike: "to acquire a project" 
Insert: -to pay the costs 'of acquiring or improving a projectb 

2. Page 3, line 5. 
Following: ~bondsR 

Strike: Uto acquire a projectU 

Insert: lito pay the "costs or-acquiring or improving a project-

3. Page 3, line 11. 
Following : .~tt 

Strike: ftacqtiire a projectA 

Insert: flpay the-costs of'·acquiring or improving a project-

l~d, as so acended, 

DO PASS 

..................................................................................................... 
STATE PUB. CO. 

Helena. Mont. 
PAT ~. GOOOOVER, 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 

P RES I 0 :e.:.rx : 
MR .............................................................. . 

We, your committee on ....................................... . 

March 6 81 
.................................................................... 19 ........... . 

TAXATION 
............................................... .................................................................... 

havmg had under consideration ............................................................................................ ~~~.~ ..... Bill No .... ~.~.~ .... .. 

Respectfully report as follows: That. Se.rlate 383 ........................................................................................................... Bill No ................ . 

ST;:"TE PUB. CO. 

.. ····· .. ···!1'AT .. R~· .. ·GOODOVE·R· .. ··· .. ··· .. ···· .. ······ .. :·····: .......... .. 
, Chairman. 

Helena, Mont. 
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SENATE ~TTEE _____ T_A_XA __ T_I_O_N ____________ ___ 

.~ £. Bill No. .3 $ .J Tine ----

NAME NO 
I 1 . 

SEN. McCALLUM (Vice-Chairman) V 
SEN. BOB BROWN /' 
SEN. STEVE BROWN 

SEN. CRIPPEN V' 
SEN. ECK v' 
SEN. ELLIOTT / 
SEN. HAGER V' 

, 

SEN. HEALY 

SEN. MANLEY 

SEN. NORMAN 

SEN. OCHSNER 

SEN. SEVERSON 

SEN. TOWE 

SEN. GOODOVER (CHAIRMAN) 

7 
Betty Dean Pat M. Goodover 
Secretary Chairman 
Motion: ___ ~~~~~+'=4~~~~~~5~4>~~3~S~/3~~~~~~~-'~/~T,h~~~a~/~, ___________ __ 

j I 

(include enough infonnation on rrotion--put with yellow copy of 
ccmn:ittee report.) 

-16-



:~iarch G 81 
.................................................................... 19 ........... . 

PRESIDEl:iT: 
MR ................................... . ............................ 

We, your committee on ............................................................................................................................................................ 

having had under consideration Senate .................................................................................................................... 
358 

Bill No ................. . 

Respectfully report as follows: That Senate 358 ............................................................................................................ Bill No .................. . 

DO NOT pp. .. SS 

STATE PUB. co. 
·········'PAT·'M······(i"o·ooove·if························ ..... : ................. . 

• , ChaIrman. 
Helena, Mont. 



SENATE CCM1I'ITEE '~'AXhTION 

-----------------------------

! 

__ .,....,r"'_!_<.:,_,u.-(--'X_. -,t,"-,, __ Bill No. 35K Tine -----

Nl\.1\1E YES 
~--------------------------------------~--'---~--------

NO 

SEN. McCALLUM (Vice-Chairman) 

SEN. BOB BROWN 

SEN. STEVE BROh'N 

SEN. CRIPPElJ / 
SEN. ECK ~ 
SEN. ELLIOTT / 
SEl~ . HAGER ~ 
SEi~ . HEALY 

/ 

V 

SEN. M.;;"1IJLEY / 
,/ v SE;~ . NOR11fu"\ 

SEN. OCHSNER v" 
SEN. SEVERSON / 
SEN. TOWE 

SEN. GOODOVER (CHAIJ:MAN) / 
~/ ~ 

Betty Dean Pat M. Goodover 
Secretary _ Chairman 
M:>tion: -/ u & /2 c.> -<-../ ' 

---~2~~~~1~;'~~~--'-------------------------------

(include enough information on II'Otion--put with yellov.; ropy of 
ccmnittee report.) 
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STANDING COMMITTEE REPORT 

March 6 81 
.................................................................... 19 ..........•. 

PRZSIDENT: 
MR .............................................................. . 

TAXATION 
We, your committee on ...................................................................................................................................................•.... 

. Senate . 447 
having had under consideration ..............................•................................................................................... Bill No ................. . 

f Senate . 447 Respect ully report as follows: That .....................••..................................................................................... Bill No .................. . 

DO. HOT PASS 

) 

ST ATE PUB. co. Pl\.T r-t. GOOD OVER , Chairman. 
Helena, Mont. 




