
OFFICE OF THE GOVERNOR 
STATE OF MONTANA 

STEVE BULLOCK JOHN WALSH 
GOVERNOR LT. GOVERNOR 

April 26, 2013 

The Honorable Linda McCulloch 
Secretary of State 
State Capitol 
Helena, MT 59620 

Dear Secretary McCulloch: 

In accordance with the power vested in me as Governor by the Constitution and the laws of the State 
of Montana, I hereby veto Senate Bill 138 (SB 138), "AN ACT EXTENDING CLASS FOURTEEN 
PROPERTY TAX CLASSIFICATION TO ALL FUTURE ELECTRICAL GENERATION 
FACILITIES AND FUEL AND GAS PRODUCTION F ACILITIES; EXPANDING 
RULEMAKING AUTHORITY; AMENDING SECTIONS 15-6-137, 15-6-141, 15-6-156, 15-6
157,75-20-104, AND 75-20-304, MCA; AND PROVIDING AN EFFECTIVE DATE AND AN 
APPLICABILITY DATE." 

SB 138 ostensibly seeks to "level the playing field" between the tax treatment for renewables and 
that for traditional hydrocarbon generation. However, the playing field is much more equitable than 
the proponents ofSB 138 would acknowledge. For example: fossil fuel exploration, production, and 
distribution activities get a number of tax incentives that renewables do not; renewables can be 
required to pay impact fees to counties at the front end that fossil fuel projects are not required to 
pay; and renewable projects have higher up-front capital costs than a similar size fossil fuel 
generator (e.g., taxable property for a wind farm is approximately twice the taxable value than the 
same size facility that uses natural gas as a fuel). 

The incentives for the production ofoil, natural gas, and coal as well as wind and other renewable 
resources have been carefully crafted by the Legislature over many decades to ensure Montana can 
continue to pursue an "all of the above" energy portfolio, which I support. SB 138 substantially 
upsets that balance. 

Further, SB 138 offers a 3 percent tax rate to electrical generation facilities classified as Class 14 on 
June 30, 2013, or commencing construction after June 30, 2013. There is no difference in these 
facilities from existing ones except for the date on which they were classified as Class 14. Montana 
law requires that "under the rational basis test, classifications must be reasonable, not arbitrary, and 
they must bear a fair and substantial relation to the object of the legislation, so that all persons 
similarly circumstanced shall be treated alike." Eisenstadt v. Baird, 405 U.S. 438, 447 (1972). 
There is no rational basis for treating new electrical generation facilities differently than existing 
ones. If the bill provided a lower tax rate to encourage new or cleaner technology (as does current 
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section 15-6-157, MCA), then a rational basis might exist for the differing treatment. However, a 
change in date is not a rational basis. 

For these reasons, I veto SB 138. 

Sincerely, 
..... 	 ---

dA:----
STEVE BULLOCK 

Governor 


cc: 	 Legislative Services Division 

Jeff Essmann, President of the Senate 

Mark Blasdel, Speaker of the House 



