
OFFICE OF THE GOVERNOR 
STATE OF MONTANA 

STEVE BULLOCK JOHN WALSH 
GOVERNOR LT. GOVERNOR 

May 6, 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 240 (SB 240), "AN ACT EXEMPTING CERTAIN AIR AND 
WATER POLLUTION CONTROL EQUIPMENT FROM PROPERTY TAXES; AMENDING 
SECTIONS 15-6-135 AND 15-6-219, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE 
DATE AND A RETROACTIVE APPLICABILITY DATE." 

SB 240 proposes to exempt from taxation under § 15-6-135, MCA, air and water pollution control 
equipment that is placed into service after January 1, 2012. Those who have pollution control 
equipment in place prior to January 1,2012, will continue to pay tax at three percent ofthe market 
value of that equipment. The bill as written raises equal protection concerns. 

The Montana Supreme Court has held that " ... if the classification is reasonable, and ifall of the 
subjects within a given class are accorded the same treatment, the legislation cannot be said to deny 
to anyone within such class the equal protection of the law ...." State ex reI. Schultz-Lindsay 
Constr. Co. v. Board of Equalization, 145 Mont. 380, 390 (1965); Montana Stockgrowers Ass'n v. 
Department of Revenue, 238 Mont. 113 (1989). Moreover, the United States Supreme Court in 
Eisenstadt v. Baird, 405 U.S. 438, 447 (1972), determined that "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." 

With respect to SB 240, a taxpayer with pollution control equipment placed into service prior to 
January 1,2012, will continue to be taxed at 3 percent. Alternatively, a similar taxpayer with 
identical pollution control equipment placed into service after January 1, 2012, will receive a 
complete tax exemption for that pollution control equipment. There are no incentives in SB 240 
encouraging new development, new technologies, or new energy production. Treating similarly 
situated taxpayers in the same classification differently, solely on the basis of the date on which they 
placed pollution control equipment into service, may not withstand an equal protection challenge. In 
addition, the potential loss of all tax revenues from pollution control equipment would create 
significant fiscal impacts for state and local governments. 
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The budget I proposed was balanced, left money in the bank for a rainy day, cut taxes for small 
businesses and homeowners, and maintained critical services. At the same time I laid out clear and 
basic expectations for the Legislature while considering the state budget. First, Montana's budget 
needs to be in structural balance we cannot spend more than we take in. Second, to ensure sound 
fiscal management, the Legislature needs to maintain a reserve of $300 million in ending fund 
balance. Finally, essential services and long-term liabilities must be addressed before the Legislature 
creates new programs or tax expenditures. While the short-term costs ofSB 240 are minimal, given 
the legal concerns the long term costs could be significant. 

For these reasons I veto SB 240. 

Sincerely, 

~B:LOCK 
Governor 

c: 	 Legislative Services Division 

Jeff Essmann, President of the Senate 

Mark Blasdel, Speaker of the House 



