MINUTES

MONTANA SENATE
54th LEGISLATURE - REGULAR SESSION

COMMITTEE ON TAXATION

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

ROLL CALL

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

Members Excused: None
Members Absent: None

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

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

Committee Business Summary:
Hearing: SB 39, SB 107
Executive Action: SB 139 (No Final Action)

HEARING ON SB 398

Opening Statement by Sponsor:

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

commented that the bill is explained in the fiscal note. SEN.
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HALLIGAN stated it is a matter of equity, noting these are
bills that should be paid before any tax incentives or surplus is
given back.

{Tape: 1; Side: A; Approx. Counter: 7.7.}
Proponentg’ Testimony:

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

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

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

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

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

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

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

Opponents’ Testimony:

None

950124TA.SM1



SENATE TAXATION COMMITTEE
January 24, 1995
Page 3 of 6

Informational Testimony:

None

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

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

SEN. FOSTER gstated that he could understand how gome individual
CPA’'s might not get the DOR’s message; however, it is alarming
that the Montana Society of CPA’s has testified as a group that
mixed messages were given from the DOR. He asked Mr. Robinson to
respond. Mr. Robinson questioned if there was anything in
writing that the DOR provided that is contrary to the press
releases, etc., or was 1t a situation that was confused with a
lot of oral communication. He insisted that the DOR gave a
consistent message.

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

SEN. JOHN HARP questioned Mr. Sheehy in regard to the settlement
discussion that occurred in 1993. SEN. HARP asked Mr. Sheehy
when the State of Montana will close its bocks on this issue.

Mr. Sheehy said at the time of the discussions, on the basis of
his lawsuit, he felt only those who filed timely returns could be
included within the Statute of Limitations. He commented that
whatever the legislature does here, will end here. SEN. HARP
asked Mr. Sheehy if he did say only those who filed timely
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returns should be included in the lawsuit settlement. Mr. Sheehy
answered, "yes",.

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

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

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

Closing by Sponsor:

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

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

Opening Statement by Sponsor:

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

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

Proponents’ Testimony:

None

Opponents’ Testimony:

None

Informational Testimony:

Pat McKelvey, Chairman, State Tax Appeal Board, proclaimed not to
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be a proponent or an opponent. He stated currently the
agricultural values are being phased in, and it isn’t a new idea.

{Tape: 1; Side: A; Approx. Counter: 55.3; Comments: Speaker is hard to
understand. .}

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

Questions From Committee Members and Responses:

SEN. FRED VAN VALKENBURG directed a comment to Mr. Robinson
stating that he reads the second technical note regarding the
potential constitutional problem differently than Mr. Robinson
does.Tape: 1; Side: B; Approx.; Comments: Tape Turned to Side B.}

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

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

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

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

CHAIRMAN DEVLIN closed the hearing for SEN. HALLIGAN.

EXECUTIVE ACTION ON SB 1389

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

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

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

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

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

ADJOURNMENT i
/
Adjournment: 9:31 a.m.
i ]/»/L “// iy
‘ GERR¥/DEVLIN Chairman
O N
RENEE/ . PODELL, Secretary
GD/rp
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SENATE STANDING COMMITTEE REPORT

Page 1 of 1
- January 26, 1995

MR. PRESIDENT:

We, your committee on Taxation having had under consideration
SB 56 (second reading copy -- yellow), respectfully report that
SB 56 be amended. as follows and as so amended do pass.

~ n

. ,
Signed: 7" | iy At

Senator Gerry Devlin, Chair

That such amendments read:

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

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

3. Page 1, line 26.

Strike: "4-month"

Insert: "6-month"

4. Page 1, lines 28 and 29.

Strike: ". IF" on line 28 through "FORMS." on line 29
Insert: "; and"

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

-END-

o

Amd. Coord.
a 7 Sec. of Senate 2212318C. 8PV



SENATE STANDING COMMITTEE REPORT

Page 1 of ?
January 26, 1995

MR. PRESIDENT: ‘

We, your committee on Taxation having had under consideration
HB 171 (third reading copy -- blue), respectfully report that HB
171 be concurred in.

ﬂ n_. Vo DU |
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UnTE S o4 )P 5 P.O. Box 1239

VIO A / 41 South First West

EXHIBIT NO. —Malta, Montana 59538

C H ms, p.c. BILL N0, S8 32 _ 406:654-1575
CERTIFIED PUBLIC ACCOUNTANTS FAX 406-654-2689
800-767-2467

December 30, 1994

RE: Federal Retirees Pension Exclusion

Dear Montana Legislator:

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

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

Your consideration and support of this issue is appreciated.

Sincerely,

Robert A. Maxie, CPA
CHMS,P.C.
Certified Public Accountants

OFFICES IN GLASGOW, MALTA, SIDNEY AND WOLF POINT
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Rick Darvis, CPA Lol el
121 North Main Street LiLL K. DB 3
Plentywood, Mt. 59254
 (406) 765-2030

/O~ 5203/

Dear Mr. Halligan:

I do tax returns for apporximately twenty federal retirees. In April of 1989 1 was
made aware that these retirees may have been illegally taxed by the State of
Montana. I proceeded to amend my clients tax returns for the years 1983-88.

To insure that I was doing the correct things I called the MT Dept of Revenue

on Aprll 11. 1989 (attached is copy of my phone bill). They instructed me to just
send in the 1983 amended tax retum. They said that when the lawsuit was settled
they would deal with the rest of the years in question. However, when the state
settled the Sheehy lawsuit my clients were excluded because they had not timely
filed their amended tax returns. I was very upset by this action so I called a few
other accountants in my area. Those who called the Dept of Revenue recall being
told the same thing as I was told (only file the 1983 amended returns). I feel that
we were severely penalized because we relied on information given to us by the
Dept of Revenue.

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

Please help us keep the trust in our government. DO THE RIGHT THING!!

Respectfully,

Rick Darvis, CPA
Dec 16, 1994
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These chorgesare included in the totel amount due.

RICK DARVIS

408 E LASATER

BILL DATE: MAY 07, 1989

ACCOUNT NUMBER: 406-765-2030-695B

«llljﬂll'

-
3 T e TNV R A R LD SRS PR SRR A 0 00 & o DA LAt g L e s s L b
e
ATET PAGE 1
MOVING? ADDING LOCATIONS? NEED ADVICE ON LONG DISTANCE SERVICE?
CALL AT&T ON 1-800-222-0400. .
ACCOUNT DETAIL
ITEMIZED CALLS 48.45 b
TAXES 1.45
ATET TOTAL $49.90
ITEMIZED CALLS -
NO. DATE TIME TO PLACE TO AREA NUMBER TYPE MINUTES AMOUNT
l APR 10 7:34P OGDEN UT 801 625-6273 E 2 .32 w
2 APR 10 7:38P MISSOULA MT 406 543-0157 E iy .30
3 _APR 11 9:16A HELENA MT 406 LLL-2837 D 3 1.13
4 APR 11 S8:21A RTLAN R 50 5-919¢ D 2 .48
5 APR 11 9:39P DEERING ND 701 728-6716 E 15 2.31 o
6 APR 12 2:41P MINOT ND 701 8368-3726 D 3 .70
7 APR 13 11:31A SEATTLE WA 206 622-7365 D 12 2.85
8 APR 13 1:23P DEERING ND 701 728-6716 D 5 1.16
9 APR 13 1:52P MINOT ND 701 857-5136 D 13 3.00
10 APR 14 7:40P ALAMO ND 701 528-4302 E 10 1.48 u=
11 APR 17 9:04A CHOTEAU MT 406 466-2291 D 1 L7
12 APR 17 9:05A CHOTEAU MT 406 L66-2484 D 5 1.7¢
13 APR 17 9:12A CHOTEAU MT : 406 L66-2291 D 1 47
14 APR 17 8:13A CHOTEAU MT 406 466-2484 D 5 1.79
15 APR 17 9:29A CHOTEAU MT 406 466-2484 D 1 470
16 APR 18 3:57P DEERING ND 701 728-6716 D 8 1.85
17 APR 20 9:20P PHOENIX AZ 602 L6B-9816 E 2 .34
18 APR 20 9:22P PHOENIX AZ 602 957-7265 E 1 .17
18 APR 20 9:23P PHOENIX AZ 602 265-4999 E 16 2.68 w=
20 APR 21 9:05A HELENA MT 406 L42-7301 D 1 L7
21 APR 21 9:15A HELENA MT L06 442-7301 D 2 .80
22 APR 21 9:17A GRANDFORKS ND 701 777-3869 D 1 24
23 APR 23 7:24P PHOENIX AZ 602 957-7265 E 4 .67
24 APR 23 7:28P PHOENIX AZ 602 468-8816 E 7 1.17 ™=
25 APR 23 7:35P STSIMONSIS GA 912 638B-6482 E 11 1.84
26 APR 24 9:23A EASTWESTBY ND 701 985-2413 D 7 1.55
27 APR 24 11:37A HELENA MT 406 L4L-6438 D 1 .47
28 APR 25 8:43A HELENA MT 406 L44L-2837 D 3 1.13 4
29 APR 25 3:48P WILLISTON ND 701 572-2307 D 2 .46
30 APR 27 10:44A LIBBY MT 406 293-7548 D 25 8.39
31 MAY 02 10:32A HELENA MT LO6 444-6480 D 7 2.45
22 MAY 02 2:30P DEERING ND 701 728-6716 D 9 2.08
33 MAY 08 9:15A KALISPELL MT L06 752-6562 D 7 2.45 &
34 MAY 08B 2:51P MINOT ND 701 852-4401 D 2 47
ATET SUBTOTAL OF ITEMIZED CALLS $48.45
Wl
[
e

BILLING INQUIRIES CALL 1 BOO 325-0138
TO PLACE AN ORDER CALL 1 800 222-0400
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BILL No,_DB37

Dear Governor Racicot:

1 i asking your help on behalf of the many federal retirees who either did not receive any refund
or only a partial refund on their illegally collected income taxes. 1 understand from talking to
some of the retirees involved in the prior lawsuit that without your help none of them would have
received refunds. Therefore, I am asking your help on our project to see that all of the money

is returned to the federal retirees.

I have placed advertisements in most of the newspapers in the state. Iasked for letters from the
retirees and their accountants on this matter. I received letters from across Montana on this
matter. Following are some of the comments contained in these letters:

-1 did my own taxes and didn't know how to file for the refund.

-1 moved out of the state and didn't hear about the refund.

-NMy accountant advised me not file an amended return because there was little chance of
receiving a refund,

-I stopped filing amended returns when the Montana Supreme Court ruled against the refund.
-My accountant was told over the phone by the Mt Department of Revenue to only file the 1983
amended tax return and to send the rest of amended returns in when the legal action was finished.
-1 quit sending in the amended returns because my accounting bill was mounting and there was
not much hope of collecting the refund.

-1 did not file amended returns because the CCH State Tax Reporter informed me that the State
ol Montana does not recognize their responsibility to refund the money. Nothing from the State
of Montana indicated anything else until it was too late to file.

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

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

-1 feel that we should be given a second chance to file the amended returns. The amount of
confusion surrounding this situation warrants a second chance.

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

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

Respectfully,

%/Z O
Rick Darvis, CPA
November 17, 1994



November 18, 1994

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

Dear Mr. Darvis:

I saw the enclosed ad in The Missoulian a while back. My

father is a retired federal employee (age 83 years). He was

not one of the retirees who was named as a plaintiff in the
lawsuit. After the Supreme Court ruling, last year I filed
amended returns for him to the State for the years 1987 and 1988,
The State paid him, with interest, for 1988 - but said they
could not go back past 5 years for amended returns - so they

in effect owe him for the years 1983 thru 1987. He did not

keep copies of his returns for more than 5 years; the State tells
- me they only keep copies for 5 years. There must be a lot of
retirees in this position. Do you know of any remedy for them?

I could get his income information for those years from the
IRS & so could prepare amended returns - but 1f the State won't
honor them it would be a waste of time.

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

Any info you can share with me would be appreciated.

Sincerely,

Marilyn €. Sewell
601 Cherry St.
Missoula, MT 59802

Churt r&féd the state of
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STEVENSVILLE, MT.
Novemben 10, 1994

DEAR MK. DARVIS

THE ENCLOSED IS OUR EXPERIENCE WITH THE FEDERAL RETIRED TAX

REFUND. I CONSIDER MYSELF TO HAUVE BEEN SCREWED OVER THOROUGHLY.
PARDON THE JARGON; BUT, THAT IS HOW I SEE IT.

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

COL USAF (RET)
JUSTICE OF THE PEACE KRAVALLI COUNTY
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Income and

Department of Revenue

Mick Robinson, Director

Miscellaneous Tax Division
Jeff Miller, Administrator

EDWARD G. SPERRY
5775 EASTSIDE HWY.
STEVENSVILLE MT 59870

RE: Amended Return(s) Received For Year(s)

1983V 1985 1987
1984 1986
Dear Federal Retiree:

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

Under federal law, a claim for refund can be protected if a taxpayer submits a claim for
unknown amount of refund which keeps the statute of limitations open for an extended period
of time. This concept is known as a "protective claim". However, there is no similar Montana

law that allows a "protective claim". Refunds can only be issued when an amended return is
completely filled out.

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

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

/?}AL \\&LK_\%Y\\&@

Brenda Thomas, Tax Examiner II
Income & Miscellaneous Tax Division
Office Audit Section

P.O. Box 5805

Helena, MT 59604-5805
406/444-3550 or 444-0291

Enc: 2X forms



3 August 1994

Jedd Millen

MT Dept. o4 Revenue Income Tax Division
P. O. Box 5§05

Helena, MT 59604

Dean Sin

Something has gone awnrny. We need yourn assistance to corrnect
the Atatus 04 ourn Federal netirned income tax.

We contrnibuted to the orniginal Asult on at Least 2
oceasions. We provided data 4n nesponse to State tax officials
whenevenr ashed §or.

In the past few months the Governnorn's decisdion to mahe a
rnefund precipitated a Letten §nrom youn odfices nequesting amended
douns fon yearns 83, &4, §5 §6, and §7. We sent those within 10
days o4 the nequest.

Subsequently the State on three occasions nequested the
1983 retwrwn. The State Letten was cleanly cheched on only the
1983 date. We have attached a copy o4 youn Letten clearntly
Ahowing why we only palid attention fo 1983. We provided the
amended returnn ecach time. The Last time we sent it negisterned
mail.

We have been ingonumed by phone by yourn pernsonnel (Scoitt)
that youw have 3 copies o4 out &3 4onum. This surnely indicates
something 44 amiss. We had no reason to submit a §3 return again
and again except that they werne nequested. I4 this was the case
does it not stand to neason that the othern §fonums forn the othen
yeans arne Lying somewherne in the bureaucracy.

We assumed all along that the retunns forn the othern yeans
wene in onden as §3 was what the state nepeatedly nequested.

Sin, please give this some objective thought we have done as
insturcted from day one. We have alwaysd paid ourn taxes. This
affain has us deeply distunbed. We undenstand how things can go
amiss 4in Large offices howevern At 44 time fon Aomeone in
authornity to give ws a hand.

We veny sincerely thank you 4on your attention.

Edward G Spernnry

Justice 04 the Peace Ravalli County
5163 East Side Hwy. :
Stevensvilie, MT 59870

g



State of Montana .5 /o

Marc Racicot, Governor g
DATE_/-24-95
Ik SB 39

-

Income and
Miscellaneous Tax Division
Jeff Miller, Administrutor

Department of Revenue
Mick Robinson, Director

August 17, 1994

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

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

Dear Mr. and Mrs. Sperry:

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

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

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

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

A Rav 202701 (406) 444-2837 Helena, Montuna 58620-2701
*an Raual Opportunity Employer”




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

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

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

Sincerely,

Jeff MQ Ier,§Administrator

Income and Miscellaneous Tax Division
406-444-2842



EXHIBIT____/O

DATE__/24-G5

J.G. SHOCKLEY - —=B21

- Attorney at Law

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

September 12, 1994
Income and Miscellaneous Tax Division
Attn: Jeff Miller, Administrator
P.O. Box 202701
Helena, Montana 59620-2701

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

Dear Mr. Miller:

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

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

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

.~ G. Shockley

cc: Mr. & Mrs. Sperry
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State of Montana

Mare Racicot, Governor

Income and
Miscellaneous Tax Division
Jeff Miller, Administiator

Department of Revenue

Mick Robinson, Director

September 28, 1994

J G SHOCKLEY
P O BOX 608
VICTOR MT 59875-0608

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

Dear Mr. Shockley;

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

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

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

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

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

When a settlement was reached, the amended returns on file were sorted and reviewed.

- Taxpayers like the Sperrys who had sent in incomplete amended returns, were given the

opportunity to complete the return and send it back to our office. The Sperrys returned the
1983 amended return to us, still incomplete. One of our examiners completed the math and
allowed the requested refund.

J. G. Shockley

P.0O. Box 202701 (406) 114-2837 Helena, Montana 59620-2701
"An Eqgual Opportunity Employer®




EXHIBIT /D

J. G. Shockley DATE___ /-24-95
RE: Edward G. and Belty Sperry {L___58B 39
September 28, 1994

Page 2

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

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

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

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

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

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

Sincerely,
(-
yuov o

SNeff Miller, Administrator

Income and Miscellaneous Tax Division

406-444-2842

CC: Edward G. and Betty R. Sperry
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- 457-2889
Darrel Tade, CPA Cemfted Public Jccountants BILL K. 'jé 37 .
124 Main Street
MER P.0. Box 689
Montana Seciety of CPA’s
American Institute of CPA’s waey’ j{ontana 59263

RE: Taxation of Federal Retiree Income

To Whom It May Concern:

Please be aware that I contacted the Montana Department of
Revenue with regards to filing requ1rements necessary to
preserve federal retirees excludable income for state income
tax purposes. Although I did not document the date and time,
I clearly recall being told that I need not file amended
returns because the state would waive the statute of
limitations regarding excludable federal retirement income.

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

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

Sincerely

Darrel iade

December 19, 1994
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SENATE TAXATION
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hox 316 BILL 1), OB 39

Hardin, Montana 59034

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

RE: Tax Refund for Retirees
TO WHOM IT MAY CONCERN:

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

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

Sinf rely,
ﬁg%w/% .
red J. gall

Capt. USMC
491-38-6748
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1034 Terry Avenue
Bi1lings, MT 59102-5440
September 26, 1954

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

Dear Mr. Darvis:

Referring to your ad in the Billings Gazette yesterday, September 25th, I am one of the

federal retirees who did not receive a full refund on taxes incorrectly collected by
the State of Montana.

Although 1 did receive a refund for 1988, 1 was told 1 did not file an amended tax re-
turn in time for the other years.

I retired from the Billings Post Office 1n 1973 as a Rural Mafl Carrier. My Social
Security No. {s 701-12-5238. I would appreciate hearing from you.

Yours truly,

’j?i?)%ch77l/£/O /f;)‘L;k7thng/;é§;§1,/

Thomas B. Martin
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JERRY D. HANSEN oot 1047
Certified Public Accountant BiLL NO. _LG 37
Masters of Business Administration
- TW One, Suite 214
404 North 31st Street

P. O. Box 293

Billings, MT 59103
Office: (406) 255-7461
Home: (406) 652-0479

October 14, 1994

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

Dear Rick:

I agree with your position that any taxes collected by the State of Montana
from Federal retirees should be fully refunded immediately. When the State
assesses for back taxes, it adds interest and penalties. The State should
follow it's own example: refund the taxes, along with interest and penalty.

To take any other position is un-supportable. If the State cannot make prompt
refunds it should declare bankruptcy.

This is only one example of why the State's current financing system is out of
step with reality. The 0ld Fund Liability Tax unfairly assesses today workers
and business owners to pay for past liabilities. And now we read that the
State Capitol needs extensive repairs because preventative maintenance was not
performed. These examples illustrate why the State's short-term "cash basis"
financing system is out of step with the realities of the 1990s. When there
is a cash "surplus" the State spends it. When a cash "short-fall" exists in
the current year the system simply delays payments and shifts the "short-fall®
to the next year. In other words, the State shifts mistakes of the past to
current and future taxpayers. The State's position on delaying refunds is
that these taxes were spent in the year collected and no money is available
for refunds. The fact is that the State failed to balance the budget in the
years it collected the taxes.

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

Thank you for spear heading this issue.

Cordjally,

Jerry D. Hansen
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CERTIFIED PUBLIC ACCOUNTANTS FAX 406-587-87594

Oct 24, 1994

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

Dear Mr. Darvis:

I totally agree with you. What the State has done is a grave
injustice. In regards to Federal Retirees, we were filing the
amended returns on a year to year basis, awaiting the outcome.
After the case was 1lost in the Montana Supreme Court, we
discontinued filing amended returns, as our firm does not believe
in creating unnecessary accounting fees.

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

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

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

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

Sincerely Yours,

R TSt
Harry F. Stannebein
Certified Public Accountant
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SORENSON & HANSON

CERTIFIED PUBLIC ACCOUNIANTS

FAX (406) 7556661 126 FIRST AVENUE WEST o P.O. BOX 1776 « KAUSPELL, MT §9903-1776 PHONE (406) 755-6655

October 13, 1994

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

Dear Rick:

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

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

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

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

follows:
Curt Ingold Joe Ivanich
Missoula, Montana Butte, Montana
728-3134 723-5454 ext 72128

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

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

Kod A oiinsu

KARL E. SORENSON
Sorenson & Hanson

Certified Public Accountants



Ward F. Junkermicer, CPA Wilter . Kero. CPA
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October 18, 1994

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

Dear Rick,

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

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

145 West Front Sircet, #3 » PO. Box 8929 * Missoula, Montana 59807 » (406) 549-4148 « FAX (406) 549-3003



Page 2
Rick Darvis
Octo@er 18, 1994

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

Best Regards,

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

Walter ;. Kero, CPA

Shareholder

WJK/14
cc: JCCS Tax Committee
Montana Society of CPA’s
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11/17/94

Rick Darvis, CPA
Darvis Accounting PC

PO Box 291

Plentywood, MT 59254 In Re: Federal Retiree Refunds
1983 to 1988

Dear Rick:

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

Per Bob Turner of the Dept. of Revenue at the Montana State Tax Conference
held on 11/16/94, there are still approximately 1,500 federal retirees
who could claim approximately 7.8 million dollars of overpaid taxes.

The Dept. has already paid 5,600 federal retirees 8.7 million for 1983

to 1987 plus interest 2 million, and another 4 million for 1988 refunds.

There was a lot of confusion as to whether claims would be allowed since
it was accepted and required procedure to exclude only $3,600 of Federal
civil service pensions, and to exclude all of state, county, and local
pensions. I did test one amended return in April 1989 for 1983 to see

if the state would allow refunds. The amended return claim was denied
with instructions to appeal standard language. As the claim was for only
$50, the client did not wish to appeal as the time to appeal would eat

up the $50, and still no guarantee of a refund. I got the message that
the state would not honor refund claims on this retiree question without
an appeal and did not pursue further refund claims. Now that the state
agreed to pay the erroneous taxes collected, I am requesting that the
same treatment be accorded to all federal retirees who paid state taxes
in error. The instructions for 1989 Montana state that civil service and
military pensions will be 100% excludable; however for prior years, no
refunds of taxes will be made until a decision is rendered by Montana
courts, It states that an amended return may be filed but refunds will
be held until the decison by the court. The 1990 instructions state
nearly the same with the addition that District Judge Sherlock had
sustained the Department's position that no refunds would be made and that
the matter had been appealéd to the Montana Supreme Court.

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

the federal tax increase was made retroactive back to the first of the
1993,

As a matter of, fairness to the federal retirees who could not know the
results of the Supreme Court decision until after it was made in 1993,

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



James E. Bell Do
Cortificd Falle SHbcountant Erdibii i

P.0. Box 1955 BILL NO.M"“—"_

Kalispell, Montana 59901

Telephone 406-755-5009

October 17, 1994

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

Dear Mr. Darvis:

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

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

I am a subscriber to the CCH Montana State Tax Reporter and

when this was being published by Bender's one of their updates
informed us that Montana does recognize their responsibility

to refund the federal retirees the state could not afford it

and they would have to go to the taxpayers for the money so
therefore they would not refund the money. This kind of negative
assurances, in my situation, caused me not to file "amended
returns" because of the exercise in futility. ©Nothing that I
received from the state indicated anything else until it was to
late to file "timely amended returns".

Thank you for your interest in this matter.

Sincerely,

oo » “C),f\f\\.r) ’(\D K;/\\L/’
///////fﬂﬂi;;;;;‘E. Bell

~

JEB/bm

MEMBER AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
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TO WHOM IT MAY CONCERN:

T am a tax vnreparer in Libby, Montana and have done the tax
returns for James V. Racicot, 6766 Pire Creek RA.,Libky, Montana,
S8 517 26 4773 for several vears.

He has a militaryv retirement pension and each year we cquestioned
the exclusion on the Montana State return. We contacted the
state office each vear and we were advised that the years 1985
through 1988 we were only allowed the $3600.00 exclusion, and
nothing could be done about it until it was decided by the
courts. Due to this information received, we did not file an
amended return for these years. Now we find that an amended

one could have been filed, but now it is over the limit of being
timely filed. I feel this is very wrong. If I hadn't checked
vith the state it might have keen our fault, but according to
them this was not an option.

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

e Ll

Irene Loveless, Tax Prevarer
P.0.Box 44
Libbv, Mt. 59923

406 292 9091
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Nita J. Schmidt

P.0. Box 941

Hamilton, MT 59840

November 28, 1994

ck Darvis CPA
.1 North Main Street
tentywood, MT 59254

ar Sir:

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

~ think it is the duty of the State of Montana to pay us
_refund for those years.

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

7 time or not. The State still owes the money illegally
~xed.

Jurs truly,

z)‘wn/ / @)[’/( ///4."//'

bert A. Schmidt

.Ziz{ f_w(//ya L

ita J. Schmidt
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nict Learvie
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Lear ur, D rvip.

The sutject cf income tex refunce
"""" o fer montena federzl patirece who

failed to “"timely file" emenied

‘tax returns-wee-discucseed Monfsay -

ty the Eozemen NARFE chapuer.

1be c*¢pter voted to Cprcrb your
. _ . effort to ottain such refunce, —

zlthoush no form wee glven to the
B _type of support. ... .. ...

... The Ssptemter,,Octoher andchvember,_
iscues of ttre nat cnagl NARFE gazine
~ "“Retirerent Life," give in the "Stzate
Stzte" secction & euzmary cf pending
gctione by estates thet firet refucsed
to mz%e refunds &nd then scot up
"tiloely filinp” or etzliler roszctlocke
“te full paymente R

777 7IF you have juecticne conccerning B
Ecgemén NAKFL'S actione, you ceén
contect ths Seecasurer, rrenk Jc-lvin,
ZD Y] IS ~ e )

202 h‘,lutb? Eczecxsr S371E (££7-2562).
Cincerely
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November 29 1904

I.r. Rick Darvis, CPA

Dear Sir:

As a Tax Practitioner, I feel that the State ;ofliontana
should pay the refund of tax paid on the Civil Service

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

Yours Truly,

- 7
r ML "Mﬂfw
Begﬁéd ¥Worm
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Monarch, MT 59463
December 1, 1994

Director

Montana Dept of Revenue
125 North Roberts

Helena, MT 59604-5805

Dear Sir,
The State Federation of NARFE has recently advised us

that those retirees who did not file amended returns in time
to meet the statute of limitations for (in our case) the years
1984,85,86 and 87 should write to you explaining "our circum-
stances". The following is our attempt to do that.

isince we live on a ranch in the Little Belts, we must
drive 10 miles for the mail, we can not get a daily newspaper
and we have not attended local NARFE Chapter meetings.
We attended the May 4, 1994 hearing in Helena and we strongly

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

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

that was their tough luck".

The only information we received on "Federal Refund Claims"
for the years 83 - 87 incl. was the 9/29/89 letter from yourl
office. In the first paragraph you said that "Earlier this
year you filed a claim for refund(s)"---"and we deny your
claim for refund." 1In the sixth péragraph you said that if
we disagree with the denial we should file an appeal within

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




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

We received refunds for the years 1983 and 1988 and we
thank you for those. You are still holding $2621.00 of our
money for the years 1984 thru 1987.

Slncerely,

(/ {7%@( //// / Y/

Robert W. Milier
P O Box 125
Monarch MT 59463

Encl. Dept of Revenue 9/29/89






State of Montana

Marc Racicot, Governor

. Income and
Miscellaneous Tax Division
Jeff Miller, Administrator

Department of Revenue

Mick Robinson, Director

April 6, 1994

MYRON C HAKER
POBOX 1
STANFORD MT 59479

- RE:  Amended Return(s) Received For Year(s) 1986 1987 -

Dear Federal Retiree:

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

Under Montana law, an amended refund can be filed five years after the original due date of the
return. The statute of limitations for th~ "test year, 1987, was April 15, 1993 which is five
years after the due date of April 15, 198%. All the other years, 1983 through 1986, expired five
years after their due date which was prior to April 15, 1993. Therefore, the above amended
return(s) are disallowed since it was not - ceived within the statute of limitations.

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

Sincerely,
c \ef (““-QQ""
(.

Jeff Miller, Administrator

Income & Miscellaneous Tax Division
P. O. Box 5805

Helena, MT 59604-5805

(406) 444-2686

P.O. Box 202701 Helena, Montana 59620-2701
*An Equal Opportunity Employer”
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SENATE TAXATION
DATE A ¢ 1995

EXHIBIT ! JD

MONTANA REAETY s

PERSONALIZES YOUR NEEDS - LOCALNATION WIDE
BIG SKY COUNTRY

PHONE (406) 453-2454 ‘ P.0. BOX 6088 MEMBER MULTIPLE LISTING SERVICE
FAX (406) 453-2456 GREAT FALLS, MONTANA 59406 2321 - 10TH AVE. SOUTH

Nov&mber 8, 1994

Mr, Rick Darvis, CPA
121 N. Main Street
Plentywood, MT, 59254
Dear Mr, Darvis:

The State of Montana rejected my refund of year 1987 because I
filed too late, March 7, 1994. Amount due without interest is
$1, 660, 00.

Please infora me as to the information or material you may need to
persue the refunding.

Sincerely yours,

Broker/Owner
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1?2 October 19924 ‘
William M. Raynes
1609-3rd. Ave. North
Great Falls, Mt. 59401

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

Mr. Darvis,

I received a2 copy of your letter addressed to my accountant, Peterson
% Assoc. of Great Falls, in regards to the incorrect taxing of
Montana Federal retirees.

I retired from the Montana National Guard in September of 1985. 1In
watching the Great Falls Tribune and the local T.V. stations, I have
received a minimum of information as to any return that I am entitled
to by the decision of the court system. In seeing or hearing of any
information by the news media, I have contacted my accountant
requesting additional info and their office has had to look into the
matter as they have not had the correct info at hand.

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

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

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

Respectfully,
L Pa, ..

William M. Raynes
406—-454-298B4

Copies 1—- Mr. Darvis
1- File
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October 18, 19G64

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

Dear Mr. Darvis:

I have been unfairly discriminated against by the State of Montana. They
1llegally taxed my federal retirement income. I applied for a refund and
was told that because of the statute of limitations I can not recieve
payment.

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

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

" Sincerely,

Bozeman, Montana
59715
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Kalispell, Montana
Oct. 26, 1994

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

Dear Mr. Darvis:

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

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

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

Sincerely,

%am

Byron A. Armstrong
PO Box 8434
Kalispell, Montana 59904




SENATE TAXATION
Dip 2 ‘
L2l o,

L SB3e ~‘




SENATE TAXATION -
DTE S
Exntoil 10,4

BILL 110, B 37

1. (/*{ Loy s

J f/‘f/r@c J ;15‘"0‘” f"&‘j/a/m(z? e Ak
JA T o et et Pprp resead sy //f/ 2

,[146 ,wZ/n‘;(,Z_/'V«/-»/-///N{ [/;g./a,\//c[ fw Jre ;
%// G de s 0Ll ]ﬁ,fz Yy 7,5% | FE

W 1785 — & Aeceesod /Le/,ujuf/?/ %’L,
p=3 7/@/»3 195y — nzd 1788 — S ///u%,@
2@,1 ,ﬁg}{ toin LG I Sl Al 57 weiva i L
%7(_ e gare. — 4O F th oz :—— TL/-’a S /t‘ﬁzj :
dod WTW/MAJ@U«M/&W( !
5,2/4?,-«4//‘4_ 11.1/7 “Loerk dfu‘&:’l7 e Fmrs  Ja Meloe —
ﬁfﬁy T A< @794/@ 7'7#17 Aloirsecs — s & MLQI
/é/"bti L&M{ CoorcAAL %;;'L aed 47/1‘77/7 We — .

&M th fl/j‘—i [ /.ZC»/%,¢4L4<_[4‘\ A’A/"‘d fzzj/;;u-;zf_ /‘LJ—LIJM’—‘QL
f o T8,

ook Gorees v Ay o o ri ko

yl‘./«x Ctivit A Sovammnt— 300, i

&'G;V)AL’TATI fﬁ///‘/l(,/(/
Bf‘ L o zs 5/4/'41 1 /v Y/ /f«\
1317 I or K, mT 549/¢



SERATT JAXATION

AL 1998

i ... 0B 39

Gr7 Z45 e 0 E
sy rope

,@%_oﬁﬁ{tm;/ O
SR T A
_ﬁwﬁgﬁéjﬁ.,% /L&%’?wx/ﬁz—l P
W_ﬂ/?ﬂ” AZvee z e

DY Hrve i S

m%m% Mz 257 s ltnr £30E
_ﬁ)%a/ﬁcm__,,,, SR Wﬂﬂ/%_ 7 s




SENATETAXATION
D”Qﬂlﬂ%ﬁﬂﬁ
EXHIBIT N0 %42
BILL N0O. B 39

jo - (E T
%&T’f“‘(// »/2// O TLE S

g S
| Tl L M //{’ ff/f a//("" /754
| / 7”// 7‘74«,;1 s e 4/&/&«/
‘ :/i}dédﬁ{ 7 AL
Tl g e T e %f"/”“/»_ P
: ‘%,( %J ‘C//&‘,. //; /\/{,(z/*—/r T
‘ u%x//// 7 PP /

//Wi . AﬁL/é /f/% %—,{»«v///xﬁﬁ-;zﬂ
W//// \,[ M_,// %‘f%‘-‘(’ liii,.b/?_— )
;% > Mj /Z e %/‘K;Z—/Z—: v Ogg;
/&447’ mﬁﬂ(/ ‘Z???L/,Aw/ sy f // - et
‘fgu(;\/ ﬁl_;{{ézgﬁ Orﬁéz/ﬁ’(—(‘// A 2 oA =R
s cor A ek i o

Q/ / . T T _4// @/(,, ;f /f ~
A /(/;/“6/771/ % /5/ /L’Q'ﬂ/ il
ﬂ/{ g %—;/ﬁ 7// /7‘)/%616 g {'fgo Tl
47/;4/~ ,ﬁﬁwl e 2L T ﬁ S f/ff/%/?‘\
4(,&%41}\/1(/7/7&(7 C/(")///é’r .(/’(/\.(’
%‘E,ftg/v - ?// ? et

4
?/’/:} e - S Z"’{'? 7:' P & /f.ﬂyk '/L/\//\_(
T

iﬂ/——’ /27{// /mhf-f"ﬁ’ A7 LA "'7\/47/71;;6’7/;/—4

// T P e

P

LN e ol o -
'/m_ = Sl e e 2
// J“‘C"{/ C""{f"'/\ / AN 3 /wdg S n 7/"‘7 /f/L/\/ S
/ f;?;'e ,?7{1,‘,17/{/ // //ew//Q o /4 .// C/

P 7



S e LA E ol oty e -
L—%&—/’“ %é/é?//y/ AL /Kfl:w( L—(’. e a €

)

Gdile Lorteg

* s ’“/4A"’4 r%%¢ //vfﬂ‘ < ///v(f

ez ?"’fj@/fgﬁ e

.

(Lol Hechle e e T
% T T P e
; ,_ TXALD f1 Do R )7z

; S 51742 25y
: - N j 724 K?’Lz 77_{' -
NooAE , MT- 5946 4

- e e e bee e

G e foor e FEE O L



Ly ,éz;/(z A/ WMWAgiA e

- \//(;M;z/ta& //MZQLM,Z%L %/@ /7//.;/
/4/& Q_v@/aﬁ /Uﬂ/ﬂc/ V. //M% %a/é
/ZMﬂ/@ﬁ/f’a?a/ /?ff\aﬁ(//ﬁff /J/affﬁ/c/mﬁf
Sy LI E L8 ‘/jzz,_@_&zf Sor7.
cond zane @Z,u_a/ tan /G5 %c/ </ 0417%/ @%
_ _g:m 4@44.. /ww e
| /%f J/m M«a ___k{/z_‘#w% Zf“@‘*’//‘// -
/Q s /%é/ /éég@ i | g wn/‘% .
| (44%]‘ Z/ %@/J y7d MMM STk
/Z ;__‘@Aé ,/44_,(/44_{ _14_;2_,44/ /»/,4,4;4@ VML/ :
. //«/749 _Z aé/ 7 //Z/ % : , ,/c& ,Ab *
A u’zﬂ_ /é/w A lccs. e o b Llgnds,
#(i(//ééd; L ‘/47({/{ /,Zz;/fét L ,(,/ /L/ZL /ZL (Zgﬁ,fmj &J‘
A fee S Sopiaan JJ@Q{/ el L /LA/,, |
Y Wﬂw %wézmm o

Y g P g



SENATE TAXATION

BILL No. XA .39

@J Wiake

el Ui







\\’\ N »b(&,{)\LQ B ' . (
DAy VG gy uu{ag n{j;/
r ) g oo JURE

/\‘\Qi\” AL GO (L,Q,O Ao gt b chs-

g e, Mo
&i&‘\/::{ Q?%A (L/\z\\,Q «,\1}: (

fer el «v
\
D il ;n

ENATE TAXATION .

N ) Qi 1295
ExihiBil Ho_S&

=LA
BILL ND. 5&&2\\ '

S
~
Q

\ 2, co «

”

! : iy o
Y . //. I o ‘(-‘
\ ! ¢ L - R S S
\' A Q_ ANS £ o A \
o /‘. K \ i “l,ﬁ_.?\ s &é

i‘l\_ﬁ, /'{j

B ,C”vi/{,‘tf"ub«’//

.‘D %&u{t/\»{ e '{,Ll./’)dfld’

INRISAE m?(@wé’

-
8
Mo Y [ ¥
ri‘_\ﬁ B \QV{ A A /“\’LL«N .
C
- r ]
X'VVQI\D\Q, < - CTQ\\ -
) G e A N\
NS U - e )

Col. A Lenzmeier
1119 19th Ave swW

* * Qrea( falls mT 5940{
X271 41




SENATE TaxaTion .~
DATEX
EXH.BIT 117

OnF 1, /975 sy No. &t

‘ * |
Loan iy, ,ﬁ@dzw y
e acund a0 Lt fre: ;
Loy 0l e i) i et o
74 7%@& o 1743 /WJ/WZ&JW
% we o gyl /44/ i) Lf
7 Lindslena.

Dot 7. 9/%04«))&%%)
83220 ¥ 5 y
W Fatls Inf S




PENATE TAXATION
DJC!EWﬁ_ 5
Lol g, IR S

¢ ‘. »L/Z//u
ﬁé‘ﬁ |
| LAY, /754




24, 19955
CRMILIT 1S
BILL no. B 39

- Leonard G Pafagi
. 1701 17th Ave S

a4 Great Falls, MT 59405
reat Falls,

Ricow Darvis CPA ,
12/ N. MAa ST7 | |
P/_Em'/ Wood, MT 5925d !

! /4/‘// ENCLOSING A copry oF ~
: THtCL,Q//‘j P/QY/\qE/w /! RECEIvEDO
FRom MHELENA SHOW I G REFUNDS
| /’:o‘/?N/_'fi_&_?nmv,p,/?ﬂ/) QuT NoT IFe R
$5-'9¢ ANO §7. My PRESENT AccouT-
K?/\/; WORKED FoR ANOTHER [Fi1Rr AT
THE TIirmE ANGD PREFPARED M) RETURNS
BUT HAS SINCE LEFT 7HAT FiRrq AND
WENT Oui an HIS OwnN. I WEANT 7o
MM TG FilE My CLAMT FOR INCORRECTLY
[TAXED /NCorgé on 17y /9&'7‘//8&‘/\7(3‘/»/?"
AND 1T WARS /) IMNDERSTANO ING HE
HAD M) FILE TRANSFERRED F/EON; THE
OTHER [F1R01To HimM, ANY WAY [~orR SomE
HANEXPLAINRELE REASo /HE EVIDENTALLY

FiLED ONLY /:0/? (23 @,\/0’54/ RAND Now /- £
5/?\/\5 iT IS Too LATE. (5177 é‘/'\!l L)/.(
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7 October 1994

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

Dear Sir:

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

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

Thank you.

4

James B. Dorggéy
AWC USN/RET
249-68-0598
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10% Rick Darvis CPA
Plentywood, Mt.
From: John Habegex
1751 Mariposa Ln.
Billings, Mt. 59102

Re: Return of incorectly taxed retirement from the State of Montana:

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

have any new information in this regards,

I am Retired,™>th from the Federal Coverment and the Militavy,
I originally filed ammended returns for the years 1983, 1984 and 1985,
asking for the return of my taxes on Federal Retirements, 1 later filed
amended Retuvns for the Years 1986, 1987 and 1988,

I recieved rebates on the Taxes for the Years 1983, 1984, 1985 and
1988 , but was told that my last filing was to late for the years 1986 and
1987. The 1986 should have had a $1799,00 rebate and the 1987 should

have had a $1553,00 rebate,

It appears to me that all years should have been due for a rebate
in lieu of the fact that I had earlier motested on 83 -85 and did

recieve those rebates;plus the 1988 rebate,

Is there still1 a chance that this can be protested, or teken to court.

Sincerly,
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Dear Sir;

I have at hand your bdock ad in the Billings Gazette.

In my particular case the State paid the 88, then 83, 84,
B85 and said sa4d I failed to file amended returns for 86,and 87.
I talked to Jeff Miller the head of the department and he auth-

orized payment of one but not the other.=

I would appreciate full details and approximate TOST

of your litigation.

Thanx,

dehn P. Culbertson
7215 Church Read
Shqmuﬁ.Mmmum

. /":
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Oct. 5, 1994

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

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

I am a Federal retiree since 1984. I received a
refund for taxes paid in 1988, but was told I could not

get a refund for previous years because I had failed to
file timely ammended returns for those years.

Can you help me?

John W. Reamy
236 S. Santa Fe. Dr.
Billings, MT 59102
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Ui - s 2 7 Lamar Drive
Enbiii . &0 3illings, Montana
BILL 110, _S® 39 59102

RICY DARVIS, CPA
L,O8 Lasater - Box 291
Pleniywood, Mcntana 59254

1 am a Federal retire as of June, 197€.
I filed amended Montana Income Tax returns for the 5 years 1983 through 1967,

1983 and 1984 amendments were filed within the 5 year statute of limitations
and T was refunded for these two vears, on July 29, 1994. Amendments for 1965, 1986
and 1987 were all filed on August 22, 1993, I was later advised that I was not el-
igibtle to receive refunds for these years as I had not filed within a Statute of
Limitations period.,

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

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

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

Montana violated a Federal lLaw. The State acknowledged this by the settle-
ment (incomplete) this year. A questionalble technacility (Statute of Limitations)
that a greal many people did not know aboutshould not exempt Montana from correct-
ing their mistake fully,

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

Sincerely,

Q%,D%
JCHN E. DUFFY
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October 5, 1994

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

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

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

If some action is being anticipated, I would greatly appreciate being notified.
A
Roberlkv.va;mg
2412 4'kh Ave S.W.
Great Falls, MT 59404
Phone 406 761-8277
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BILL Ko. ﬁaz\

Dear Sir"

£

I hve just read your noticein the Great Falls paper. 1

very interested in what to do.

Ididn't get all thag 1 think I'am entitled to

I did recieve part of my return for 1988. The amount was a
little over $600.00. But as the 1last timec around I didn't

hear from - them or recieve any amount from them

Thank You'

Thomas P. Lund

So. St. Rte. Box 265

Nashua, Mt.

59248
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EXHIBIT No. .23

BiLL No. B 39

FI RICK;

FIRST I “OULD LIXE 7O SAY THANKS i MILLTIAN FCR BRINGING
TFIS THEINGE UP NOV. WHFN THIS WEOLE THIIG STARTED, IT SOUNDED
LIKE A GO.D D4L, BUT AS IT WENT ALONG, THINGS CHANGED SO OFTEY
IT WAS REAL FLUSTRATING. WSEN I FIRST HEARD ASOUT IT I DID HAVE
Y COPY'S OF 1983, THE YEAR I FETIRED SO I HAD HIN LOOK AT IT,
TEAT IS A C.P.A. KE TOLD ME TO SIND THAT IN AT THAT TINME BUT
THAT WAS RIGHT ASOUT THE TIVE THEY WERE SAYING,NO IT IS 0T
GOIXG TC BE REFUNDED, SO I KEPT IT FOR A WHILE AVD WE LID NOT
HLAR ANY TEINGDEFFENENT SO I JUST LET IT GC. TEIS WENT ON FCR
QUITE A WHILE, THEN ALL TEE SUDDEN THEY TELL US THAT THEY ARE
GOING AHEAD AXD PAY TEIS. IN THE MEAN TINE, I VAS RUNNING OUT
CF ROCK TO STORE THESE EXTRA STUFF SO I WAS TLEANING OUT SFEF
STUFF 4D I HAD BEEN SAVIING ONLY THE TAX COPY'S FOP TEREF YEARS
SO I TOSSTED THE OLD FORKS AWAY TO MAKE ROCI' FCR SOVE VORE. I
FIND NOW TEAT I HAD DCNE WRONG BUT ITS IS TO LATE. IS TPERE
AYTEING I CAN LO TO CCRFECT THIS?

THANKS IN ADVAKCE
FRED E. LITTELL

615 SO. TAYLOR
GLENDIVE MT. 59330
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Robert L. Tillery
410 B Eagle Ave
Miles City, MI' 593301
September 14, 1994

Rick Darvis, CPA
121 North Main
Plentywood, MI 59254

Dear Mr. Darvis:

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

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

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

Sinee

Robert L. Tillery
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, ' Clifford T. Hartford

Box 2202
Cut Bank, MT 59427
September 15, 1994

Rick:

Saw your add in the Cut Bank Pioneer Press. I received refunds
for '83, '8l and '88 but was denied '85, '86 and '87. 1 have no
proof, but after we filed the amended '84 form we were notified by
someone not to file anymore forms because the case was in litigation.
When the court ruled the refund was to to be made I assumed that was
the time to file for '85, '86 and '87, which I did in March of this
year. I was denied those years because of the time lirit. The tax
was collected unfairly and the bottom line is the court ruled it has
to be refunded. I feel all that should have been required was a
statement of our name, address and social security number and a request
that a refund be made. If an amended form was required a waiver of
the time limit should have been allowed. The governor attempted to have
a bill passed to waive the time limit but is was defeated.

Sincerely,
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. Big Sky Country BILL N0.SG 39

Miles City, Montana
September 14, 1994

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

Dear Mr. Davis:

This is in response to your advertisment in the Statewide Classified section of the Miles City Star
newspaper issue of September 13, 1994.

Unhappily I am a Federal retiree that somehow missed qualifying for the annuity tax refund. I
failed to submit the required ammended tax returns. Iretired in 1983 and requested my tax
preparer, H. R. Block, to prepare the ammended document. We went south that winter and upon
returning I didn't check with them until tax time the following year. They assured me that they
would prepare the ammended tax returns. Unwisely I did not follow through because I changed
our tax preparer. And of course Block did not follow through either.

I am encouraged that you are perhaps in the process of contacting others like me in order to find
out what might result if the State legislature were approached once again. Having spoken to Mr.
Zook and Mr. Devlin, both of them members of the legislature, we were informed that sufficient
funds were reserved specifically for annuitents' tax refund, and that those funds still are in escrow
for that purpose only.

I blame myself completely for missing out on the refund. However, 1 also feel that there was
insufficient warning and instruction material provided by the state Department of Revenue.

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

Yours truly,

7. M/,;(n/.] fgw /%

Frank J. S



P.0. Box 1168
Forsyth, MT 59327

September 18, 1994

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

Dear Mr. Darvis:

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

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

Any information you may have will be deeply appreciated by
several Federal retirees in or around Forsyth. My address 1is
listed above or you can contact me by telephone at 356-7803.

S%pcerely,

e [ DD

Glenn A, Williams
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_September 21, 1994

Mark Racicot, Governor, State of Montana
State Capital Building
Helena, Montana 50620-0801

Dear Sir;

I am writing .regarding a tax refund which the state
illegally taxed me on a Federal buy out.

In 1987, I took a buy out from the Burlington Northern
Railroad. The state taxed me approximately $5,000.00 from

the buy out. 1 immediately obtained copies of the tax laws
and in turn contacted the State Department of Revenue. I

sent copies of the tax laws to the Department of Revenue.

I was contacted in 1988 and was advised that the matter would
be addressed and I would be advised. I was referred to the
Department of Revenue Attorneys, who advised me, when a
decision was reached I would be contacted.

I was in contact with the DePartment of Revenue and their
attorneys for the next four (4).years.

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

I asked why after all the phone calls, I wasn't told to do

this. The department head told me it wasn't their responsibility
to advise me and that they advertised in local newspapers

and I should have responded.

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

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

Sincerely,

e
ouis M/{/'Yelenich
P.0. BoX 205
Livingston, Montana 59437
Telephone 222-3928
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Rick Darvis, CPA
121 N. Main Street
Plentywood, MI 59254

SENATE TAXATION

DATE . &l
EXHIBIT N0 02 —
BILL NO. B 37

2240 Moned Rd., #2
Billings, MT 59102

27 Septemter 199%

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

file for the 1988 tax refund and recived the refund.

Following is a 1list of taxes paid:

1988
1987
1986
1985
1084
1983

I received § 1071.72 which included interest of ¢ 304%,72.

Tax paid -

1

$ 531.00
559.99
416.00
560,00
647.00

I wes informed by the Tax Depte. in Helena that I could rot receive s
refund on the zbove as the time to file had elasped.

Ly social security numbér is 564-09-640k,

My phone number is 652-3085,

I will be lgoking forword to hearing from you
on vhat action to take after I hear from you,

Sincerely;

Llied ' (Do)

as I would make decision
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1034 Terry Avenue
Billings, MT 59102-5440
September 26, 1994

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

Dear Mr. Darvis:

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

Although I did receive a refund for 1988, 1 was told I did not file an amended tax re-
turn in time for the other years.

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

Yours truly,

!
/) Z,a/)/-f;n/
Thomas B. Martin
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Helen Hertman
,gﬁg 115 n. 24th St.
<& sage lower Apt.
%‘T 2iilings mu. 59101

SENATETAXATION
DATE @M 24 295

o 7
A;%;:H:m W~

mr mick Uarvis, CPA
12} k. lain St.
rlertvwooa, Mhontana 59254

Pear fr. Darvis:

I am one of the teaceral ietirees
that has not received my State
tncome tax for 1935-36 &« 37.

A clip with vour name and =ddress
was in the Billings Gazette.

L have been in contact vis letter
ana televhone bul got no where.
This clio gave me 2 it of en-
courgrenent =1.d will be most
interested is wnat vou have

to offer. LTHANK YOU
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Uotober o, 1z24 ’
Firck 2Qervice, UFA

121 N. Main =t.

Flentywood, ™Mt. 992593

bear Mr. Darvie:

1 meve reac your ag 1n the zmiflings o

L

0
i
m
ot
t
m

I recieved my refund as a

the vears [T

T
m
4
m
-
1
o=
-~
m
ot
-
i
i}
-
[l

1 did not fi1ls an amenced return for the yesrs between.

Do vzl thimk there ¢ . ty thst L woonld e eli1aible
for a refund thoszse yeers even 171 L cid oy file an amenasd
retuyn.

=101t

Sincerely voure,

oo ()rG/LDQJQEVV

Eleancr V. Federvzen
F.0. Bow 437
Harlowton, Mt. o
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rive
Lewistown, KT 55457
Octcher 3, 1994

Rick Davis, CPA
121 No. ¥Vain St.
Plentywood, LT 59254

Dear Mr. Davis:

Re: Your notice in the G. F. Tribune of 10-2-94 regarding
State income tax refunds to Federal employees,

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

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

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

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

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

Any assistance or information you can provide in this metter
will be appreciated.

Sincerely,

%/&%LM My mailing address after
‘ohn E. Reecve October 17th will be:

2vol. (Xizis Desert Sun Condo # 713

3270 So. Goldfield Rd.
t1so c-clesed is cony of letter frem Stoie frache Junciion, £7 £5213
cf "ort. o ret rees, dn‘ed A ug.25, 19883
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Fick Earvis, BiLL no. B 37
CrA '

121 N Asaln $t.,

Plentywocd MT 39254

Siy,

Saw yeur ad in the Missoutian and thoushit I would centact you in
reference to retirement pay. Hretived from the UL, Armmy in 1974,
Since  have been illegally taxed and nct given the epportunity t o
request any refund due te lack of intormation or coemmuunication I am
hoping that I can get scme information from your, Any Informaticn will
be hefpfut,

I did contact the finance people for the state bt they said
because 1 did not file  am not etigibte for a refund. But the way B see it
have been illegally tax. That's the bottom fine, I feel thiey owe me a
refund bhut my hands are tied at this time,

toping you can help resolve this prcblem.

Thanks for your thme,

oAy,
2l % Mz/}
SSEFCOLLINS
207 NANCY LCU DRIVE
MISSOULAL MONTANA 09801
728 $5¢7
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Busby, Montana 59016

November 23, 1994

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

RE: Federal Retirees
Dear Mr. Darvis:

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

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

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

Respectfully Submitted,

czéz4///’ f}ﬂ[{?/;Q/Ail;/ //C”UJ 4%02&&07//

Gilbert Littlewolf Marie Littldwolf J

P.O. Box 283
Busby, Montana 59016
406-592-3693
(Unlisted)
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BILL NO. S 39
November 18, 1994

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

Dear Mr. Davis,

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

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

me know what your advertisement is about?

Sincerely yours,

S 7«9/-};{7/%/
Ladene M. Hughes
2621 Garland Drive

Missoula, MT 59803
Tel. 406-251-3648
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Governor Marc Racicot NO.

Capital Station
Helena, MT 59620

November 17, 1994
Honorable Marc Racicot:

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

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

I was informed once the U.S. Supreme Court and the Montana Supreme
Court made a definite decision, we would be informed when and how to file
an amended return. When I leamned that the refunds were going to be paid
and Edmund F. Sheehe, Jr. was representing the retirees, I called his law
office to be informed that since I had received the notice of Class
Certification and Settlement, everything was in order and I would receive my
full refund. When I received only 1983 and 1984 refunds, I called Mr. Jeff
Miller, Administrator, Montana Department of Revenue and was informed
that because I failed to file timely amended returns for the years 1985, 1986
and 1987, that I was only entitled to those years I was refunded and that 1
could not file for the other years because the Statute of Limitations have
expired and only through legislation could I receive my full refund.

I 'am requesting that your office submit the legislation necessary that would
enable over two thousand Federal retirees to collect the estimated $12 Million

dollars the State of Montana owes them.

Sincerely,

P /)
James ; Racicot ;



"\ Efwand T. Wosepka |
3345 East University, #78 b
Mesa, AZ 85213-8669 >

/7’ ,
It Aavin, CA-
Jas  FD I acer L.
Lt V7 A

.

(7L
v

\

/I.,

_ Z::/&/ 7ﬁ%«4 . /,,L#

/,/ 757 /éé’aa:'//// ot /Zz//r/ ZtA Z/é
V-2 -9 ﬁ‘ 05 FTGREE Lo THe

z //)’/”“&//;j 7/ 7/./ = ) Z/ ' VDI,
Jz /M/d’&’—"_’u VV“/M/ /7/1 &/WZ y/}/’cég_y(

24 T/L A5, x/r»/{' /ﬁ-a,/,/z/:a Lot é‘«'f
A{Lm//y»//u e e “/EW—(A) ey .Lc?(l/%/{// /lé,gu‘,/b?w,/f
/M &/1 P z/ .

/&’ ﬂw{ll—;?wé’é /C‘/ f {Cézr Z7//”ué S d/_/'.
TT 7

Ll ‘il L Ll Y20 uu,’/ /'izéa/[ LT Piecdbsid Ay

7/ /«—/,4 soi) JRLaAL 2ot ,.44;‘<;’ o LSl Lt S

a2 y DAL A é/// /é’?/ / SIS c‘i/ 4//'4/47¢,‘§/

7"

A( /'v(://./ /a/-é/ /?,/ L ﬂ’»{,’ / T Ly yzd WA/LZZ&/

/QW”«L 4L/—7L

/w/ /’Z// st Edfayz/{/ a/a// Le

Leprppree receled o o czuly/ |
| c,/ivii"t't/c ¢ {\ ' / s




ScHATE TAXATION

Pl = Wauarg
N

3T IsT DI O e

Micseiin A L

. ' SNEos
F\S\\c’m DAU(‘S C \9}\ .
0 N May, St

\‘9‘\ é‘h‘- L\ w (7(4'&¥ l:’t S\»- /)"c—l" 5 S -

IQ(C(L ! , ,

o pcsxfc_cé g e \Ac&é (u\'f(/"b (/((Sg‘ra (a-y‘, T AL,
_ P&\Lmvé_ C b awc\ o% ("7&) Ceodl g;yyw'u/’ Eervgy -
St | i L'[MC[ S,//\(HO B loc !/mI/S 4o~f((c;ﬁum /é,_
i’(@uvxé ad  aof fre 2 (a2 dota Vo i CeN. tem

an e feaned e dndh T s Feo el b

Dov— bl leen e 5({{ end w«J ((m e & e &

wasled @j Ilag - Sec bddn Q 30147, (qcza.I

L e JA’L(, [aw dret 4«8# QLWwi ww,chi&k
e Cirn s wj/a,,, v (.M of v ‘/z/u/(&(I c? cetey, 4147,\

LT (se & e -/ « €L CC Funimq Fenn c( La bezs
Py {0 ogloe - ~ [ e

(/LL_‘_/M(Q J/r/\
3LL(9< L (,;ZC((/-

O(J 1 LK{L\JQ G e N i JC

(



SENATE JTAXATION
DATE

EXHIBIT NOL
BILL NO. B9

DECEMBER 17, 1994

To Yhom it may concern;

Vhen we first read in our Great Falls Tribune, that the State of Montana was
finally owning up to the fact that the State of Montana had illegally taxed the
Federal retirees, and were about to make ammends, we were delighted.

Then we find out, upon recieving our first check ( with interest), that if we had
failed to protest those years in question----- well tough luck-—w--—- » Yyou are just
out the money due you. The State has stolen the money and " picked up all the
marbles" , too bad, you lose!l!l

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

I feel I cannot change.

I retired in 1980, and put in for the refund when finding out about it. I got paid
for 1982 in the amount of $335.00 including interest. I do believe I should have
been paid for 1981 _ 1989 .

One year my gross income was $33,000.00. Most years it was $23,000.00, $24,000,00,

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

have been less.

I sure wish there was some way our Govt. Officials could do their job right, and not
cheat us out of what we are entiteled to. |

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

fully our. Thanks for listening to me.

\J?_/uétéi)_ 232190 ’1{522162) Zfiilva/ Sincerely,

] ) y ,Z/Q
KIAE p7.a7 (7 7L[Jﬁ&9 a ( 7 ) Paul M. Haggart
/ﬂﬂ/ 49?/ JTL7  3457-8th.- Ave. N..

7 %‘,u/m/{a, e’,o,a,e,m Z/';M?Z/M Great Falls, Montana 59401

/ﬁ;~411' //75“¢M1’ ‘75{26/

Ph; 406-453-6178
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BLLNO. 639
Retired Carriers:

The U.S. Supreme Court ruled the state
of Montana incorrectly taxed your retirement.

Did you receive your full refuynd? 1f not,
ired carrifer at once!

[Zp g s

" 148 Lodahl/Street
Dagmar, M 59219

contact your fellow ¢
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SUBJECT

Mt retirement taxes

7F
EXHIBIT NO.—M—-————
<

DAX":’ZV. 28, 19%4

-

T K
Regarding the income tax refunds, ‘I%

2.8
-’ {

ave received tnem for 1983 thru 1988,

2 e State of Mt.
I have applied fcr refunds for 1991, 1992, and 1993, beczuse the a

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

i 11 Federal
circumventing the Supreme Court ruling of equal treatment for a

and State employees.

This was denied.

Thank you for your interest in this.

Sorry I didn't answer sooner.
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| PLEASE REPLYIO |

Law changest}:mf ng

of retirement i

HELENA (AP)— Gov. Stan Step-
hens has signed into law a bill that
changes the Way Montana taxes the
income of retired people. '

Senate Biil 226 was among the
last 10 bills from the 199) Legisla-

| ture that the governor disposed of
¢ Friday. He signed five and vetoed
five, : '

Nthave boa a2 s

Wednesday, May 29, 1991

}

neome
SB226, exefnpts tte first $3,600 of
income for ul] government retirees,
regardless of whethar they worked
for federal, state,or local govern-
ments. The exemption begins to
decline when an individual’s income
reaches $30,000 and would be lost
entirely when it rejches $3 1,800.

The measure wiil raise about $21 |

T TR N

” - T —,’/-
B ’,~." l/- ) i y_ oyl /.’n s
oo e 1 O g G

Abad law

Revenue Director Denis Adams
Says aruling by the Supreme Cou
has no effect in Montana because
islature changed the

remember Senate Bil] 226, This bi
was introduced at the request of hj
department, giving all state, count:
and city employees a raise jn their
retirement pay to offset the tax
applied. '

Civil service and military retiree:
did not receive this raise. In effect
with this law, al} retirees are not
! t::}xed the same, which makes thig
i bill unconstitutional and it j5 bei
i challenged in courts. This bil}

' violates our state constitution,

} CLINT SENNETT, Gilt Edge Stage,

Box 41 10, Lewistown
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CNATE
RECAP OF FEDERAL RETIREE LAWSUIT AND REFUNDPROX

DATE
HISTORY EXHIBIT N0.-LexZ
) | | BILL N0. _SB8.32 ik
March 29, 1989 U. S. Supreme Court- Davis v, Michigan i
* April 10, 1989 {56103” £ ﬁ/@/ Department issues PRESS RELEASES to all medija z
. . | advising taxpayers to file amended returns .
- /453 [/Q:m( ?'5- 71 #EIQ. fe‘lLuM()\ 1 , ’
* July 25, 1989 / Department  issues 2nd PRESS RELEASE advising
, ' (3 ,%\'\ taxpayers to file amended rewrns and the abeyance
T 198y Clame jé/é \(H) | process for those amended returns already received
September, 1989 Judge Sherlock orders a stay from collecting additional tax

based on the Federal pensions

* Qctober 20, 1989 Department  issues 3rd PRESS RELEASE Inviting
claims for all open years, advise abeyance process
9 4s C/‘wm 32367u1y, 1990 //@jw{"u( /Q,e;f District Court rules no remnd-Wn
1986 Clo'as 275”Fcbruary, 1991 . District Court rules on appeal according to "Chevron
4¢7 C/afwu 2464 Test"- no retroactive application-no refunds
* August 13, 1993 "PRESS RELEASE re: Governor Racicot’s determination on
\ the 1988 1ax year. Amnouncement stated refunds to be paid
. - .- to those taxpayers that had filed returns and paid tax on the
“19€8 Clanc 5366 AC)&X pe

Federal pensions.

* February 24, 1994 Department issues PRESS RELEASE explaining potential
settlement and advising of court hearing.

March/April, 1994 Plaintiffs’ attorney, Mr. Sheehy, mails each claimant
notification of potential settlement and court hearing.

Copies of these news articles are jn section mmarked "Press”
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LUNCHEON MEETINGS - Department personnel accepted all invitations to speak with retiree
groups and organizations such as NARFE, Local Chapters of CPA’s and LPA’s.

TAX BOOKLET INSTRUCTIONS - 1989 through 1993 tax booklets included language to
advise taxpayers of the need to file amended returns. Instructions also told of developments L

reluted w0 e IRl /o ol 1979 ad 1997 tog becklets sact 1o o e

pefvns,  Nothng was said n i wtlle years (J770- a1), =
T dockletc hed aggtive news Whid discouroged aptirecs 7

RECAP OF REFUNDS ISSUED v,

Total number of taxpayers

that filed timely claims 5,634 .
Total 1983 claims 3516 Apll 10H press veleases fef? ,0"// § dag "7
Total 1984 claims 5016 Thx fecklls sa1d fo Fle amendod sstons a7

i

Severod press feleases o e Saéfﬁt—‘/‘

Total 1985 claims 3,236

Few press r&/eau.rl
Total 1986 claims me/aefwe m.wa.rJ and
mo ”/d"’j“fe /0 A./c 2 604
72)1 ded satarns in 0 i
. ’ / . ' .
Total 1988 claims 772 727 beeklels 5,366 7hx bookhls suidf #0 £/ amondoe) netaons  nu
Qereraf pnges refoises o e Subject -

12%]

,760

Total 1987 claims

Total number of claims filed: 22,558

Taxpayers claims denied as not timely filed - approximately 400 s

o

TOTAL CLATMS PAID (1983 THROUGH 1987)

Number of Refunds Processed ) 5,634 -

Tax Refunded $8,719,558.00 7 7 ¢ /n/‘///a;\ wa s /wf/\a—ﬁw;/g(/‘
Interest Refunded 2.021,222.00 .
TOTAL $10,740,780.00 -
Attorney Fees 300,000.00
X\
be '] e
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Stats% O,fMontana DATE. [ —24-95
L SB 39

Income and
Miscel meous Tax Division
Joff Miller, Adtninistrator

Department of Revenue

Ken Nordtvedt, Direclor

Ken Nordtvedt, Director

e ek R

NEWS RELEASE\APRIL lO 1989<f
’ ™~
REFUNDS BASED ON EXCLUS\DH OF FEDERAL ! ENSIONS

Contact: Jeff Miller
444~-2837

Director of Revenue Ken Nordtvedt anncuncel the following
infcrmaticn relative to the reporting of federal pensions for the
years ended Decenber 31, 1883 through December 3 , 1GE8.

The Davis v Michigan, U. S. (19¢ ), decision_ heas
raised numerous guestions regarding Montana's ta:ation of federal

pensions, past and present. The present taxatien of all pensions
is being considered by the Slst Legislature. The question of
whether the Davis decision applies to Montana -eturns filed for
past years is yet unanswered. '

The issue Of retroactive applicetion ¢ Ccurt ce 'isions involving
significant state tax issues 1s ccaplicated. The gquesticns
involve state and federal constituticral consid rations recently
raised in two ceparate cases now pend n3 beforc the U.S5. Supreme
Court. Arguments have been heard anc decisicn: are expected in
the next few months. Until the Department ha. the benefit of
these Court decisions, no refunds for these earl er years will be
issued.

In the interim, the Department is advising the fellowing steps
for taxpavers with federal civil or military service, pension
income:

1. The 1988 returns due this Monday, April 17th should include
federal pension income in excess of the § 3,600 exclusion.
Current year rafund claims &xcluding the federal pension
income in excess of current lew will be del :yed.

%]

Taxpayers with federal pensicn income in 1983 should act now
to preserve their right to a possible refund. The last day

fﬁ for filing a claim for refund for the (383 tax year 1is
“Satuvurday, hpril 15, 1689, ( Claims for 19EY and later years
are not due until April 15, 15%0 at the eavliest.) Please
file all claims on a Montana kmended Form 2X.

Thud Flanr, Sam W, MyLchield Bl bing o tiund ptresy o el Nvarana G620
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AG 33’23 O1:ZEFM MONT GOVERNCRS Crv 22
OFFICE OF THE G¢
StaTE OF MonTal
NARC RacCzent
GOVERNCK :
FILE L
FOR IMMEDIATE RELEASE ~ CONTACT: MICK ROBINSON

AUGUST 13, 1933 144-24€0

GOVERNOR TO REFUND TAXZS PAID ON YEDVRAL RETIREMENT INCOME

Governor Marc Racicot enncunced tceday that Mentana will pay
what could ke as nuch as $¢ nillicn in reiunds to federal retireses
who paid state irccme taxes con federel pension inccme for 1988.
In addition, Racicos said ne will receamend to the Legislature that
refunds be made for 1983~B87.

The Department cf Revenve has deternmined that the state has
a legal orligacicn to provide refurds, toc include both taXes and
intersst, for 1588 recauvse of advice given by the Department to
fecderal retivrees in 1¢89%9. In March of 1689 the U.S. Supreme Court
sald states could not tax federal pensions differently than state
rensions. Twenty-three states, including Montana, from 1983
through 1838, ztaxed state retirement inccrme diffaersntly than
federal retirsment {ncorne, rollewinyg the 1989 Suprame Court
decision, the state advised federasl ratirees to go ahead and pay
their entire 1988 tax bill and subsequently file for a refund for

the tax on Federal pension income. In light of the most recant
U.S. Suprema Court decision, Harper v. Hicthisen, it i8 new clear
that this advice was wrong. 4£¢>2~;~V

Arproximately 250 fedaral retirases decided rot to follow the
Department's advice and withheld payrent cn thelr federal pengicn
incoma for 1%é&s8. These tax payers will rot have to pay tax on
their federal pension income for 1988, However, tha majority of
federal vetirees follewed the Departrment's advice. They paid the
tax for 1988 znd filed for a refund. The Pepartment of Revenue has
determined that Montana has a legal oblication to raefund taxesz to
those perscns who relied upon the a2dvice provided and paild the
taxes for 1¢88. ¥ick Robinson, Director of tha Department of
Revenue, said, "It is unfair to penalize Montana taxpeyers kecause
they rolicwed the advice given by the Depertment in 158%. It {s
important to us that taxpayers trust the advice wa give tham."

MORE

Qﬁx\»\w

TELEPHONEL (4C6) 444-3111 FaX: (¢C6) 444-5329
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EXHIBIT____ 1377
L DATE. | -24-45
1 SB 329

Governor Racicot aleso announced that he would recommernd to the

Jan Lw.dn o Zutax p

Yonvalia Ledisieture thnat e state rake refunds of taxes ang

intesest Of fedeTe]l fersicn inccne for tax years 1583 thrcugh 1987,
estirated 2t approximately $14 million. The Governor said cthax
since the Harper declsion =suggests there may not bas a legal
cbligation to make rafunds for these years, tha Legislature would
have 1o give its approval before any expenditure of state funds
could be mada for this purpcse, CGovernor Racicot said, "It's just

o the richt—thing-te ca. Although there may be no [egal obligation
to do so,-as a matter of falrness and equity it should be dcne.™

Tint e ek It is the cpinicn of the Revenue Departnent rased cn the U.S,
Lo 4<% suprere Court's ruling and zpplicable IAW TRET 7o 1%0al cbligation
of Jangueqe  &XISES TG DAy TELUNGS TOr ISBJ URTCUYN L9877 BECAUSE O GTTTNECUS
,hgbudﬁ77%c advice WAS given £y -he DEcEZTnent ICr those years liXKe the &dvice
wyAQVfb€V€ given for T988, —Tre Deparcaent will continve to &cddress those
symordeg prdurng  C1aims in that light until the Tegislature Tas a chance to act on
Orroncous 17 e GTVE IO S Y ECCENEnGaricn <0 provide refunds for 1983 through
' LRI UV E IOy REC I T T ETChesieed that the retlrees were unawvare

o 4

30ring thesE ye <
3 TYess GLifcetes thnat this matzer re sattled in a

YS Trhet the Téx wOuld eventuzlly be ICURG inbDrLoODer.

“ ne stated inat 123
CEnrer trnet wWould Taxe the retirees whols acain. Federal retirces
¢iZ not pay Lexes ¢n tneir censiens in 1985 or 19%8C. In 1391 the
state kegan to tax state and federal retirement income in the sane
* manner, sSo as no- to violate the law.

Rebinson said that it is isportant for all federal retirees
who paid the tax for 1288 and have not yet dcne so to file a claim
fer a refund. The tirxe Yimit for £iling for refunds fcr 1988 is
five years frem the date the 1888 veturn was due. For nmost pecple
the due date is april of 1$94. If a tipely clain is not filed, a

oo refund carnnct be issued. The stata currently has apprexinately
2,000 claims filed for tctal refunds of zpproximately $2 million
in taxes and interest, If 211 cf the eligible retirees f£ils, the

refunds may reacn $6 millicen,
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ScMATE TAXATION
DATE
EXHIBIT N0._/Z 2

RECAP OF FEDERAL RETIREE LAWSUIT AND REFUND%(SJ&Esg 37

HISTORY
March 29, 1989

* April 10, 1989

* July 25, 1989

September, 1989

* October 20, 1989

July, 1990

February, 1991

* August 13, 1993

* February 24, 1994

March/April, 1994

U. S. Supreme Court- Davis v. Michigan

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

Department 1issues 2nd PRESS RELEASE advising
taxpayers to file amended returns and the abeyance
process for those amended returns already received

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

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

District Court rules no refund-no retroactive application

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

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

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

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

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




DEPARTMENT OUTREACH i

News articles appeared in all major newspapers, Missoulian, Great Falls Tribune, Billings
Gazette, Montana Standard. : :

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

Samples of News Articles--attached.

OTHER OUTREACH EFFORTS o

- MASS MAILINGS

Within 6 months of receipt of refund claims, statute mandates taxpayers be notified of refund

denial or refund allowed. Letters along with form for taxpayer signature sent explaining refunds

being held in abeyance until final resolution.

Dates of mass mailings:
9-29-89
3-30-90
9-30-90
3-22-91
9-20-91
3-20-92
9-30-92
4-30-93

Sample correspondence and appeal form "
attached

(SRR S SN VL U W R )

TAX PRACTITIONER INSTITUTES - Each year, 1989, 1990, 1991, 1992, 1993 and 1994,

the Department gave presentations to the Tax Practitioner Institute Sessions in Great Falls,
Missoula and Billings. At each of these sessions, a Department of Revenue representative would ™
explain the Department’s procedure and explain to the tax practitioners that amended returns for
each year were required.

ANNUAL CPA/LPA LIAISON MEETINGS - Liaison meetings were held each year (1989-
1993) between the CPA’s and again with the LPA’s. In those meetings, the Department informed
the attendees of the retiree process and procedures.

VITA & TCE TAX TRAINING - Early each year (1989 - 1993) prior to the tax filing season,
the Department coordinates training sessions with Vita (Volunteer Income Tax Assistance) and
TCE (Tax Counseling for the Elderly). During those sessions, the instructor would give direction
on the requirements for application of the refunds relating to the lawsuit. .

DEPARTMENT TELEPHONE CONTACTS - Each employee in the agency that dealt with
the situation was given guidance and consistent information was given to those taxpayers and
preparers that called the office seeking advice.



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

TAX BOOKLET INSTRUCTIONS - 1989 through 1993 tax booklets included language to

advise taxpayers of the need to file amended returns. Instructions also told of developments
related to the lawsuit.

RECAP OF REFUNDS ISSUED

Total number of taxpayers

that filed timely claims 5,634
Total 1983 claims 3,576
Total 1984 claims 5,016
Total 1985 claims 3,236
Total 1986 claims 2,760
Total 1987 claims 2,604
Total 1988 claims 5,366
Total number of claims filed: ' 22,558

Taxpayers claims denied as not timely filed - approximately 400

TOTAL CLAIMS PAID (1983 THROUGH 1987)

Number of Refunds Processed 5,634

Tax Refunded $8,719,558.00
Interest Refunded 2.021.222.00
TOTAL $10,740,780.00

Attorney Fees 300,000.00



TOTAL CLAIMS PAID (1988)

Number of Refunds Processed 5,366

Tax Refunded | | $3,425,116.00
Interest Refunded - : 1.382.231.00
TOTAL (1988 ONLY) $ 4,807,232.00
GRAND TOTAL FOR ALL YEARS $ 15.648.012.00

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

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

Some taxpayers filed for one year (1983 as an example) apparently thinking the filing of that
amended return would "protect their rights for all years". Each year stands alone and must have
an amended return filed in order to claim a refund.

B

Fern
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State of Montana pate[-24-9s
Stan Stephens, Governos AL 5B 3q

( :;u§zéﬁﬂi Income and
Department of Revenue \;;“:{Ef;&"?/ Miscel ineous Tax Division

Ken Nordtvedt, Director {’/Wf\/ Jeff Miller, Administrator

il

Ken Nordtvedt, Director
444-2460 L
i

[ as bt}
e
o

NEWS RELEASEAPRIL 10, 1989
REFUNDS BASED ON EXCLUSION OF FEDERAL ' ENSIONS

Contact: Jeff Miller
445-2837

Director of Revenue Ken Nordtvedt announcel the following
information relative to the reporting of federal pensions for the
yvears ended December 31, 1983 through December 2 , 1988.

The Davis v Michigan, U. S. (182 ), decision_ has
raised numerous guestions regarding Montana's ta:ation of federal
pensions, past and present. The present taxatic: of all pensions
is being considered by the 51st Legislature. The question of

whether the Davis decision applies to Montana -eturns filed for
past years is yet unanswered.

The issue of retrcactive aepplicaticn ¢ Ccurt de 'isions involving
significant state tax 1issues 1is ccuplicated. The Qquestions
involve state and federal constituticnal consic rations recently
raised in two separate cases ncw pend n3 before the U.S. Supreme
Court. Arguments have been heard and decision: are expected in
the next few months. Until the Department ha . the benefit of

these Court decisions, no refunds for these earl er years will be
issued.,

In the interim, the Department 1is advising the following steps

for taxpayers with federal civil or military service, pension
income:

1. The 1988 returns due this Monday, April 171h should include
federal pension income in excess of the $ 3,600 exclusion.
Current year refund claims excluding the federal pension
income in excess of current law will be del .yed..

2. Taxpayers with federal pension income in 19823 should act now
to preserve their right to a possible refurd. The last day
for filing a claim for refund for the 1383 tax year is
Saturday, April 15, 19389. ( Claims for 188°' and later years
are not due until April 15, 1990 at the ea liest.) Please
file all claims on a Montana Amended Form 2.

Third Floor, Sam W._ AMitehell Burlkline C106G) 1112847 Helena NMontana 59620

ﬂ”‘



NEWS RELEASE
April 11, 1989
Page 2.

-

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

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

(9 % / yr. from April 17th until filed.

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



State of Montana  F|LE COPY

Stan Stephens, Governar

Income and
Miscellaneous Tax Division
Jeff Miller, Administrator

Department of Revenue

Ken Nordivedt, Director

Ken Nordtvedt, Director
NEWS RELEASE JOUOLY 25, 1989
MONTANA TAXATION OF FEDERAIL PENSIONS

Contact: Jeff Miller
444-2837

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

The Legislature's inaction on the taxation of pensions has
required the Department to implement the findings of Davis v
Michigan Department of Treasury, 489 U. S. {1989). This 1is
the March 28, 1989, U.S. Supreme Court decision which declared
unconstitutional Michigan's preferential treatment accorded state
pensions over federal pensions.

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

Prospectively. - Given the similarity of the Michigan and the
Montana laws and the Supreme Court mandate, our interpretation is
that Montana must recognize the Davis precedent for future years.
Accordingly, for tax years ending after the date of the decision,
Montana will permit the exclusion of 100% of federal civil

service and/or military pensions. For most taxpayers this
change will be reflected on the 1989 tax return which will be due
on April 16, 1990. This treatment will remain in effect until

the Montana Legislature or a Montana Court directs a change.

Retroactively. - The 1issue of retroactive application of the
Davis holding involves state and federal constitutional
consideraticns many of which have been raised in litigation now
pending in Montana and the U.S. Supreme Court. Until the
Department has direction from these Court decisions, no refunds
will be issued for tax years ended March 28, 1989 and earlier.
Taxpayers who excluded federal pension income in excess of the
$3600 exclusion on their 1988 returns will be assessed by the
Department in the near future.

Third Floor, Sam W. Mitchell Buildiny CI06) 1442857 Helena, Montana 59620
2 =t
“an Faoual Oncaritunily Finnloser™




NEWS RELEASE
JULY 25, 1989
PAGE 2.

Refund claims 1involving this issue filed with the Department
will be held in abeyance. If refunds are to be issued, taxpayers
will receive interest at the rate of 9% per year to compensate
for the delay.

Questions? Please contact the Department of Revenue Income Tax
Division at 444-2837 in Helena.



State of Montana FILE CLUE

EXHIBIT___/29
DATE__/-24-95
5B 39

oo A
AMiscellineous Tax Division

Jeft Maller, Adimnastrator

Department of Revenue

Penms Adams, Directer

Denis Adams, Director
News Release October 20, 1989
"REFUND CLAIMS RELATED TO THE EXCLUSION OF FEDERAL PENSION INCOME.

Ccntact: Jeff Miller
444-2837

Director of Revenue Denis Adams announced the following
developments regarding refund claims related to excluding federal
civil service or military pensions. These claims were flled
with the Department 1in response to the U.S. Supreme Court
decision earlier this year, entitled Davis v. Michigan.

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

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

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

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

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

Third Floor, Sam W, Mitchell Building R RA IR GRS

. . Helena, Montana 59620
"An Eagual Opportumiis Emptovia ™
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TCR IMMEDIATZ RILZASE CCNTACT: MICK RC3INECH
AUGUST 13, 1663 444-24€0

COVERNOR TO REFUND TAXZS PATID ON FTECDERAL RETIRIMENT INCOME

CGevernoer MMarc Xacicet anncunced teday that Mentzna will pay
what could ze2 z2s nuch as §8 alllicn in rsfiunds To federal rsiirsss
who raid state inccme {axes cn federal pensicn inccme for 188a.
In additicn, Racicct said ne will recemmend te the Legislature that
refunds e made Ior 1833~37.

The Derartment of Revenue has determined that the state has
a legal cpligaticn to rrovide refunds, to include Zoth taxes znd
intersst, for 15823 racausea cf advice given by the Departwment to
federal retirees in 1889, 1In March of 1689 the U.S. Suprewme Court
said states cculd nect tax federal pensicns differently than state
rensicns. Twenty—-three stztes, inciuding Montazna, from 1983
through 18988, +*taxed state retirement inceme differently than
federal retirement Inccre, follewing <the 1989 Supreme Ccurt
decision, the state advised federal retirees to c¢o ahead zand pay
their entire 1588 tax bill and subsecuently file for a refund for
the tax cn Federal rensien income. In light of the most recent
U.5. Supreme Court decisicn, Earrer v. Micird—en, it is ncw clear
that this advice was wrcong.

&4v7xv;vv

Arproxinately 250 federal retirees decided not to follew the
Department's advice and withheld payment on their federal pensicn
income for 19&8. These taxX pavers wWill not have to pay tax on
their federal pensicn inccme for 1288. EHoewever, the majerity of
federal retirees folilcwed the Departrent'!s advice. They paid the
tax for 1988 z2nd filed for a refund. The Pepariment of Revenue has
deternined that Mentana has a legal obligation- to refund taxes to
those persons who relied upon the advice grovided and paid the
taxes for 1¢s3s. Mick Robinson, Director of the Department of
Revenue, said, "It is unfair to penalize Montana taxpayers kecause
they follcocwed the advice given by the Department in 1989, It is
important to us that taxpayers trust the advice we give thenm."

MORE
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Governor Racicot also znncunced that he weuld recemmend to the
Menita..a nedlSlature . thaw the =tate nekKe refunds of taxes arn
interest of federal pernsicn inccme feor tax years 1983 throuch 13587,
estimated at appreoximately $14 million. The Gevernor said thazt
since the Harper decision suggests there =way nct ke 2 legal
cbligaticn to maxe rsfunds for these years, the Legislature weuld
nave to give its acproval bpefcre any expenditure of stzte furds
cculé pe rade for this purgese, Ceverncr Racicot said, "It's just
the right thing to do. 2Allhcugh there may fe no .egal obligation
to do so, as a2 wmatisr of fairness and eguity it shculd re dcne.t

It is the crinicn of the Zevenue Cepartnent fased cn the U.S.
Suprerne Ccurt's }uli:g ard appliczble law that no lecgal cbligatic:
exists to pay refunds for 1883 Through 1887 because no errcrnecus ™
advice was given zy the Terarimant for thcse years lixXe the advice
given fcr 1s8g. The Department will continue to address those
claims in that light until the Legislature has a chance to act on
the Goverrncr's reccmmendaticn to rrovide refunds for 1883 through
1¢87. lcverncr Racicet emphzasized that the retirees were unaware
during thcse years that the tax weould eventuzally be fcund inprcrer.
e stated that fairmess dictates that this matter e settled in a ™
manner that weould make the retirees whole azgain., TFederal retireces
did nct pay taxes cn thelr vensicns in 1283 or 15¢0. In 1391 the
state regan to tax state and federal retirement income in the sarme =
manner, so as not to violate the law.

rcbinson said that it is inpertant for all federal retirees,
who raid the tax for 1883 and have not yet dcne so to file a clain
for a rerfund. The tire linit feor £iling for refunds for 1938 is
five years from the date the 1888 return was due. For most pecple

April cf 1¢ If a timely clain is not filegd, 2%

the due date is . £
refund cannot be issued, The state currently has approxinately
2,000 claims filed for tectal refunds c¢f zpproXimately $2 millien
in taxes and interest. If all of the eligible retirees file, thew
refunds may reach $6 =millien.

o
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Department of Revenue

Mick Rebinsen, Direcwer

NEWS RELEASE FEBRRUARY 24, 1994
POTENTIAL SETTLEMENT OF TEBE FEDERAL PENSION ISSUE

Contact: Mick Rechinscn
444—2460

Mick Robinson, Director of the Department cf Revenue, annocunced
today the Department has reached a tentative, cut-of-court
settlement of scme important, long-standing litigation concerning

the taxation of fecderal retiree pensicn income for the years 1983

through 1987.

The agreement in principle grew from efforts on the part of
Director Robinson, plaintiffs and attorneys in the lawsuit, and

numerous organizations representing retired federal employees.

Director Rcbinson said: "In addition to finally settling a
protracted dispute, the settlement makes strong financial sense
from the State's perspective. The settlement could represent a
savings of approximatély $6 million in future interest payments."
The $6 million is an estimate of the difference in what the State

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

Directer - (406) 444-2460 Lepal AfTuirs ' Personnel/Training
"An Eaual Onportunity Finplever™




liability if the State were to lcocse the case in the Ccurts years

from now.

Governcr Racicot issued the follcwing statement: "I believe that
through scme tough, honest, cpen-minded necotiations all sides of
this lengthy dispuie have been able to reach a reascnable and fair

resolution without prolonging the disagreement and costs."

Director Rcbinson noted the proposed settlement will provide a full
refund of back taxes and a portion of the interest. The total
payout will be approximately $10.6 million. According to Dave
Lewis, Director of the Covernor's Office of Budget and Program
Planning, "the State's projected énding fund balance is sufficient
and in fact, anticipated the potential settlement of the lawsuit

within this biennium."

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

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

case brought into guestion the disparate methods of taxing state
and federal pensions as used by Montana and at least 23 other
states. The 1issues in that case ultimately created extensive
litigation here in Montana and throughout the nation that again

rose to the level of the U.S. Supreme Court. The Court's most

recent decision, FEarper v. Virginia caused Montana's case to be
remanded back to the District Court in Helena to determine whether

retroactive refunds are required. The proposed settlement will

E-

£
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this lazwsuit has dracced on tco leng. In 2pril it

O

£ this yea

-

will have been 5 years! The settlement is what we foucht for from

n

[

tnhe becinning, a cash settlement with interest. If the settlement

L
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is approved, feceral retirees can e

»
el
[¢1]

c cash pay-out

The settlement follcws an unsuccessful attempt to legislate a
sclution to this lawsuit -in the December Special Session.
Following that, the Governor and members of the Revenue Oversight
Ccmmittee encouraged the Department to pursue settlement

discussicns which resulted in this tentative agreement.

At&orneys for the Department and the fecderal retirees will commit
the details of the prcposed agreement to writing this week and then
present them to District Court Judge Jeffrey Sherlcck for his
approval. If approved by the Cocurt, the specifics of the proposed
settlement will be conveyed to each federal retiree who has
previously filed a timely claim for refund for these years.
Federal retirees will then have an cpportunity to participate in a
court hearing if they wish to take exception to £he terms of the
settlement. The date of the Court'hearing will be determined by

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



they will receive their cash payment in August.

Reprecsentatives frcm the Naticnal Association of Retired Fecderal
Employees (NARFEZ), Northern Rocky Mountain Retirees' Association,
Montana Retired Officers' Association, Western Mcntana Retired
Military .Asscciation, Montana Noncommissionéd Officers’
Association, and the Office of Veterans' Affairs all participated

in the settlement discussicns.
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September 29, 1989

Re: Federal / Military Pension - Refund Claims

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

In 2April, the Department was named in a lawsuit filed with a
Montana court entitled Edmund F. Sheehy, et. al. v. The State of
Montana Department of Revenue. The lawsuit raised questions on
how the U.S. Supreme Court decision in Davis v. Michigan should
apply 1in Montana. Even though a final decision has not been
reached, some issues have been clarified.

The Court in the Sheehy matter directed the Department to exclude
federal civil service or military pensions from taxation. This
order applies to tax years 1983 and forward or until the
Legislature enacts a change.

Since there are serious questions on whether a decision such as

the Davis decision 1is applicable to earlier vyears, the
Department is looking to the Montana Courts for guidance. In the
interim, we must deny claims for refunds for years 1988 and

earlier. However, the Department will consider the Sheehy case
as the test case on this issue. The Court's final decision will
be applied to all taxpayers who have filed a timely claim for a
refund.

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

Third Floor, Sqm W. Mitchelt Bulddoy, 01un) 1412837 Helena, Montana 59620
"An FKqual Opportiany Fanployer”




Denial of Refund
September 29, 1989
Page 2.

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

Our objective is to maxe this process as convenlent and
inexpensive for yocu as we possibly can. To help we have enclosed
a partially ccmpleted form and a pre-addressed envelope for your
use in filing an eappeal. Timely completion and return of this
form will fulfill your procedural requirements on the refunds
claims you have submitted to date. Again, it is critical that you
act within 30 days of the date of this letter. If you do not
wish to use the enclosed form, a letter c¢ontaining the same
general information will suffice.

If we can help, or 1if you would 1like additional 1information
please call me at 406-444-2837.

Sincerely,
\S{(MM
J

eff Miller, Administrator
Income & Misc. Tax Division

Enclosures: Appeal Form and Pre-addressed Envelope



State of Montana

Stan Stephicns, Guvernaon

Income and
AMisceltancous Tax Division

Jett Miller, Admmstrator

Department of Revenue
Ken Nordivedt, Director

BPPLICATION FOR APPEAL

NAME

SOCIAL SECURITY NUMBER

TAXPAYER REPRESENTATIVE

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

Therefore, my signing of this document 1is notification to the
Department of my appeal of it's action. I wish to appeal to the
next level of administrative review and preserve my statutory
rights to refund.

I agree with the Department that this appeal will be held 1in
abeyance pending the final resolution c¢f Sheehey et.al v _The
State of Montana, The Department of Revenue, Cause No. BDV
-89-348. Both the Department of Revenue and I agree that the
final decision of the Court will be applied to my appeal.

TAXPAYER(S)

DATE

TAXPAYER REPRESENTATIVE

PHONE NUMBER

MONTANA DEPARTMENT OF REVENUE )
INCOME & MISCELLANECUS TAX DIVISICON

.\éf/nﬁﬁ&az
Jeﬁf)Hiller, Administrator

Third Floor, Sam W, Mitchell Builig VG, 441 2837 . __Helena, Montana H46G20

"An iiqu.nl ()pp(;n'u-l—m.\ |'.ll-\|ni;nytf"
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HELENA — The U.S. Supreme
ourt Friday may have added an-
ther $20 million to Montana's
udget woes, ruling that states that
nfairly taxed federal pensioners
st repay the money.

Gov. Marc Racicot and state rev-
aue officials said it's too early to
1y whether the ruling means
lontana must repay the entire
mount.

But a lawyer representing federal
:tirees who sued the state said he
elieves it's clear Montana must
ough up the refund — and that it
ould lead to a special session of
1e Legislature.

“Because of the kind of money
se're talking about here, the Legis-
ature is going to have to appropri-
tte the money, so we're probably.
foing to have to have a special
session,” said Ed Sheehy Jr. of
Missoula.

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

. Jeff Miller, chief of the state In-
come Tax Division, said 6,250 fed-
eral retirees already have filed
18,000 refund claims for tax years
19831987, totaling $16 million.
+Claims from tax year 1983 are still
oming in, and will be accepted
ough April of next year, he said.
Of course, the repayment of back
es to federal pensioners isa't the
_nly thing that might force a spe-
clal legislative session this year.

' FMlss,oula based tax-protest

i
o
]

%

’,,,_ nm’_tyo' years. i ﬂ*e petmon
PRIE 'a specxal session

ggnd ‘anszcnua Depart-
Sreysald 2 mm'ofﬂcmls
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B The rullng: U.S. Supreme
Court rules a number of states,
including Montana, owe back
taxes to federal retirees who
were illegally taxed in the
1983-88 tax years.

B How much: Final bill for
Montana could be about $20
million.

H What's next: The Montana
Supreme Court must rule on
the method of compensation
for federal retirees.

- M-The retirees’ decision: .. . .

a chronology / 2A

B Should taxpayers
provide interpreters for

the deaf in private
schools? / 2A

ing more closely before sayin g-
what might happen. -

Friday's U.S. Supreme Court n.l
ing is the followup to a 1989 deci-

sion, in which the court said states:
could not tax federal retirees’ pen--
sions any differently than the pen-.

sions of state and local government
retirees.

Montana had been exempting
from state income taxes the entire
pensions of state and local govern-
ment retirees. The first $3,600 of
federal retirees’ pensions was ex-
empt.

The court said Friday that 1*~
1989 decision applies retroactively,
meaning states must repay the
taxes they collected unlawfully
from federal pensioners.

“1 feel fully vindicated by what
happened today,” said Ed Sheehy
Sr. of Helena, the retired U.S.
postal worker who sued to force
Montana to repay the back taxes.



e e g

SAnpqety ooy sops
orgas s oy se Laes suond
SIPLIIP 0] sjouy ul
110D ) Pany pey ansst e, “£oan
L0l 0sje NG 2amny oY) ur Ajuo
jou pondde oq pnoys uoIsIP 11n10)
ouroadng v uagm snl — aeop Junp
O dqUUL P uotsap s, Aeprag
A0 aurdadng s oje)s o) 0)

O DY

/ \

LLINTOL 1A A0U asud viurlip oy,
L e saruog
-fegn pue xey o) sded oyms L1040
ut a1 qaoasr e Juied ouojog xey
qY LU 0] ADULYD T oSTM DI
JU Lo wood opliliay soand uoisiaop
Y, pres seiqoy, ,,Sotout jo yunyd
v oAud o1 oavy oy duod ox Loy

iy

spunjos Avd

0L C_mCOUm_,?)
19y eubna
0z yeln | 5§
00Z $ TuoIeD S

0Z cwoyepo
ov L euloseD N
HIOA MON
0Z § Turiuop

ge wddississiy oot vibioo9
v ApPmuady gp stsueiy
S6 SLSULY  EE TuozZuY

s

LrAO| 02 ¢ vwequey

SIRRON JO SUONIN

i e R AT Ty

"SIONIOM [R210PA] POINGI 000'00Z 0LOS
. Olu
oy ewbip 0210} Avw Bugni 1inod otuoudng

Spunjal Xey} a|qissod.]

Dordey

B e

S

L.

NN

w poGE Apeou jo spunjos xey Avd

S99lllal 0]

—

BB 5ot o s~ g NEASRNERI o LM — vy

0} Podao) J (A L]jenjuoad sopns

10410 pue viplius o pres fuonn
soaLoyduigy Lanseouy, [euonueN

oy Jo juoapisoad ‘serqo, qog ng
«Cojenadosdde stojonan
JUAL — 1)WY oY) JO diles 1Not oY)
0] PO020Id UED DAY PAIIPI0 DLOM
spunjoa ON AP snopudwl
-0y serp tnndaig,, fpres ‘ooiyjo S

VORI

-10u9d £9uao e 2je)S 01y 10 UrWOoA
-soqods v ‘Juekag-oao yueaoqa(

‘SOXTY (N

-arpun 9y Jwiduapeyd opym sjuow

-Kud proyupa 01 0aay dxom saafed

-xu7y ey} Humoys voag ydi Liessa
-00u jonaa Suo ayy paysading oy

L csordpuad

SSad0d-0np RIPIJ AL JUDISISUOD

8 ORI SNOISNSL 938 a8ed ]
S1AR Aq At Hunogud-oae

pinoas nosed uolpiur oz

uy

-p agowr swapqoad 1iapng oyt sojeutysnl jeyy,, pes oy,

0gs dAvy Y uop o ‘uonur pzg 1o Avd 0y davyg om 1 £snotaqqQ,,
HONEMLS 19PN 91L1S SNOLIDS LPTAL[L UL HASI0A

S SIAOT] oar( J1odda 1edpng
PIES 10212UY] AR A0 L 'SS2UppE 0] Podu 10PNy

POPPE M DAV PIROM da UdY] ‘0A10040d dwos se st uotutdo ayy J1,,
CEIaNUAP! jou Yyinoty) LIRiuns 0w S| 9] 9sneddq TuLjuoy
01 Aidde pioas uotsioap oYy saeadde 11 ng
oilud-p5 $,11100 Y} JO IXD] [[N) 9] uDIS 104 10U puy S|LIdijo NG

v pe

is oty st saopew Junjeondwo)
WD
uot

ael ewardary v uo guima

‘TuCiuely ut 3yt oYy pay

SUL YA LU oy aasrea eysod paanaa v ‘Kydoyg punwupgy oy dut
-PI022Y 'GRGT 0] £H6T W0 150U pue sIXL} y{deq ul uotiul 0z$ d)
10} J[QUNY 0 PINOA SI0MIOM [LIIPI] PAIAL 000‘Y PIITUWINSI Uy
"SINLIOM (LD PAINDL W) KU1 PO1DD{10D SN {drq punj
-0 1SN sojeYs ) Aepti] Suina o) swaadng (g e a9y $sof
uotfpiu 0z¢ v soovy fiqrqoad 125png djeis s, cutiuoly — YN8

mcmEo_\»_ $1S00 PUIINH

Lszintag)

i b S L L ]

jo1ay,, stofedxey  poduw
-oad ysnur enndarp yeyy
D10JAV SEWON), 22UdICD
‘spunjot p
1S Auu ey pootioNy
— 1dN0d oY1 Ipisno pue
quowooagustyp jroad sea
‘soe)s ayyo pue eiday
odweoso uv 1391 uoIsdIP ¢
‘|ELOTINIISUOUN ST Ut
JuLIdnp yons pres 1anod
-Aojdwd Juduntoaod 120
poa1aa Jo suorsudad oy
oprya stoisudd (R1apay P
1.1m0d y8ny aygy £q umop o
SHDUAL UL DU0 DY A e

pue 6g61 Udamdq Xey 93
ue pred oya ‘Laenjiur vy
-1 woy) Jo Aurw ‘s1oyl
P31 000007 01 Lol |
punjax 01 Juraey jo Ly
soor] aou wutdatpy “yne

. .\h—
pondde oq jsnur jruo
sox2) yons Junedop uo
S pIes ‘9j0a Tl ¢ Aq )

POt 1no) awaadng oy
ued wney jeyy Apaudl o
ou J1 spunjox aptaold st
e10pa) PAINDI WOoL) SOX
ut saejop Jo suoliq pa
sOIL1IS — (dV) NOULC

soXel INIMEIUN pUnia) 1SN $3)



SaadaZalilng,

PR

PSR VTAV S U LA

{

BNSIONS /e

{ Montera law professor Ro‘) Netelson seeking fo suspend a ¢7

‘on income-tax increase enacied ezarlier this vezr.

"m still operating uncer the asstmption we're lookin® ~ta spe

ciz) rlegislative) session to cut off $72 ”“] on, 50 now we'a he jock
irg zt one to cut 882 million,” Lewis said.

Noreover, Lewis caid, is the problem gets worse &5 time goes ¢n
"CC.nI‘Gd §72 millien will increzse by $3 million each menth eite
© 13 the xJct': on Crive succeeds beczuse some of the rew ta:
-ev will be spent ezch month.

Inits 7-2 ruling Fucu , the court held that in ils 1689 cecisicn o
Aat‘on of federal pcrcxo“s must be applied retrozctiveiy. i
ruling Ina Miichigan czse held that stetes could rot levy incem
=S on edcrc] pensions while exempting pensions of retived stat
~d lccal governm rerts from taves. ,

L’ :ti] 3991, Montara didn't tax pensio“s of retired s'.a‘e and lcca
cevernment workers énd teachers, but taxed &l) but the first 3,60
‘nannuzl pensions received by feceral end private retirees.

To zcdress the 1929 Cecision, the 1081 ch slafure taxed fcr th
first time the pencicons of retired state and Jocal governmernt employ
ces zrd teachers, However, the Legislature p_ssed &n znnuel edius!

rmert that refurned to retired stzte and locel government wer ker
end tezchers nearly all of the morey they pzid in taxes. Sheehy z2ls
hes challenged that law, losing in district court but aweaiting a rulin
:’rcm the sfate S ‘p'cm e Court.

ntil Fricay, the state continued to maintzin it was not reguire
to reLrohc“\ ely refund federzl reurees <tate taxes uncer the 14¢
Supreme Court decision.

Eut Recicot, a former attorney generzl, s2id he understands th

ourt decision Fricay may contain some mechanisms that provid
s’.ates with some options how to address the tzaxes owed.

Possibilities that have been discussed in the past incluce repayin
the money in installments or granting the owed taxes in the form ¢
tzx credits on future returns.

Dzve Woodgerd, chief counsel for the Revenue Department, szid i
mey teke several months to sort through the legal procedures.

Sheehy was pleased by the cecision but critical of the Legislature.

“1 think it’s grezt to be vindicated,”’ Sheehy said, but he pointe:
out some federal retirees such as his brother already hLave died an
missed the chance toreceive their back taxes. .

Sheehy criticized the Legislature for not addressing the court’
ruling promptly in the 1989 session and for.coming up with a solutio
in 1021 that he believes will be tossed out in court.

“Hzd the Legislature Jooked at it at the time and.given us th
taxes for '€9, we probzbly would not have been in court,” he saic
“They would have saved some money."”

Sheehy and others have a sepzrate case before the Suprem
Court. He speculated the U.S. Supreme Court would send it back f
the Montana Supreme Court, which would remand it to district com
for an award.

This could take up to a year, he md
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