MINUTES OF THE MEETING
BUSINESS AND LABOR COMMITTEE
MONTANA STATE

HOUSE OF REPRESENTATIVES

January 9, 1985

The meeting of the Business and Labor Committee was called to
order by Chairman Bob Pavlovich on January 9, 1985 at 9:02 am
in Room 312-2 of the State Capitol building.

ROLL CALL: All members were present.

HOUSE BILL NO. 41: Hearing commenced on House Bill No. 41.
Representative Tom Hannah, District #86, sponsor of the bill,
distributed to committee members Exhibit 1 which is a copy
of the Realty Transfer Act and the Realty Transfer Certificate.
This law was passed in 1975 to help with the appraising of
property and to help individual counties update their name
and address' for tax notices. Rep. Hannah indicated that
this information is not used, it does not do anything, is
unnecessary and that this process does not work. The infor-
mation from the Realty Transfer Certificate presently is not
included on the Revenue Departments' computer. Rep. Hannah
stressed that we have done without this information for ten
years, wo why do we need to keep this certificate in force.

Proponent Terry Carmody, representing the lMontana Association
of Realtors and proponent Ken Hoovestol, representing the
Great Falls Realtors, expressed their support of this bill.

Proponent Charles Gravely, a lobbyist for the county assessors'
office, indicated that their position on this piece of leg-
islation is a neutral one. An equal vote was received by
their association.

Opponent Gregg Groepper, Administrator of the Property
Assessment Division of the Department of Revenue, stated that
the Realty Transfer Certificate provides a market value for
property and is the only way to obtain value of land. Mr.
Groepper explained that the reason this information is not

yet input into their computer, is because they do not have

the funds nor the personnel. Twenty-three states currently

have requirements to equalize property values. It is not

fair to treat properties in different areas in the state the
same, Mr. Groepper added. The certificate is useful to realtors
and lawyers in marketing property. An assessor will physically
go out and inspect property once during each assessment cycle,
(every five years). Mr. Groepper in closing, suggested that
the committee may wish to move this bill to the taxation committee.

In closing, Representative Hannah stressed again that this



BUSINESS AND LABOR COMMITTEE January 9, 1985 page 2

certificate is not being used and that this form is specific,
not general. Rep. Hannah wants the appraisers' to go out and
specifically inspect properties. By passing this bill, some
burden would be taken off of the state government. This
certificate is an invasion of our privacy, added Rep. Hannah.

Representative Pavlovich asked Representative Hannah if he
would object to the committee transferring this bill to the
taxation committee. Rep. Hannah stated that the process of
transferring a bill can fail and is not always effective, but
if the committee would be more comfortable in moving this bill,
he would have no objection.

There being no further discussion by proponents or opponents,
all were excused by the chairman and the hearing on House Bill
No. 41 was closed.

HOUSE BILL NO. 32: Chairman Pavlovich opened the floor for
further discussion on HB 32. Proponents Mulholland, Garrity
and Tippy were present for further questioning. Mr. Garrity
passed out to committee members Exhibit 1 at this time. The
committee members did question the proponents for further
explanation of this bill. Several committee members met with
Mr. Tippy, informally, prior to this meeting, to discuss HB
32 to a greater extent.

ACTION ON HOUSE BILL NO. 32: Representative Kadas made a
motion that Mr. Garritys' amendment DO PASS, striking section
8 in its entirety. The motion was passed unanimously. Rep-
resentative Kadas then made the motion that Mr. Tippys'
amendments 3, 4, 5 and 6 DO PASS. The motion was passed
unanimously. Representative Driscoll made a motion that

HB 32 DO PASS AS AMENDED. The motion was passed unanimously.

ADJOURN: There being no further business before the committee,
the meeting was adjourned at 10:52 a.m.

avlovich,

Chairman
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Part 3
Realty Transfer Act

. « HB
15-7-301. Short title. This part may be cited as the “Realty Transfer Submitted by:
Tom Hannah

Act”.
History: En. 84-7301 by Sec. 1, Ch. 528, L. 1975; R.C.M. 1947, 84-7301.

15-7-302. Purpose. The purpose of this part is to obtain sales price
data necessary to the determination of statewide levels and uniformity of real
estate assessments by the most efficient, economical, and reliable method.

History: En. 84-7302 by Sec. 2, Ch. 528, L. 1975; R.C.M. 1947, 84-7302.

15-7-303. Definitions. As used in this part, the following definitions
apply:

(1) *“Partial interest” means a percentage interest in property when less
than 100%.

(2) *Person” means and includes an individual, corporation, partnership,
or other business organization, trust, fiduciary, or agent or any other party
presenting a document for recordation.

(3) “Real estate” includes:

(a) land;

(b) growing timber;

{c) buildings, structures, fixtures, fences, and improvements affixed to
land.

(4) “Transfer” means an act of the parties or of the law by which the
title to real property is conveyed from one person to another.

(5) “Value” means the amount of the full actual consideration therefor

paid or to be paid, including the amount of any lien or liens thereon.
History: En. 84-7303 by Sec. 3, Ch. 528, L. 1975; R.C.M. 1947, 84-7303.

15-7-304. Report of transfers — change of ownership records.
(1) All transfers of real property which are not evidenced by a recorded docu-
ment, except those transfers otherwise provided for in this part, shall be
reported to the department of revenue or its agent on the form prescribed.

(2) No agent of the department may change or be required to change any
ownership records used for the assessment or taxation of real property unless
he has received a transfer certificate from the clerk and recorder or a transfer

has been reported to him.
History: En. 84-7304 by Sec. 4, Ch. 528, L. 1975; R.C.M. 1947, 84-7304.

15-7-305. Certificate of county clerk and recorder. (1) The
county clerk and recorder shall cause to be executed by the parties to the
transaction or their agents or representatives a certificate declaring the con-
sideration paid or to be paid for the real estate transferred.

(2) No instrument or deed evidencing a transfer of real estate may be
accepted for recordation until the certificate has been received by the county
clerk and recorder. The validity or effectiveness of an instrument or deed as
between the parties to it shall not be affected by the failure to comply with
the provisions in this part.

(3) The form of certificate shall be prescribed by the department of reve-
nue, and the department shall provide an adequate supply of such forms to
each county clerk and recorder in the state.

(4) The clerk and recorder shall prepare a like certificate for each con-
tract for deed filed for recording.

(5) The clerk and recorder shall transmit each executed certificate to the

department.
History: En. 84-7305 by Sec. 5, Ch. 528, L. 1975; R.C.M. 1947, 84-7305.

15-7-306. Rules. The department of revenue may prescribe such rules
as are reasonably necessary to facilitate and expedite the provisions and

administration of this part. :
History: [En. 84-7306 by Sec. 6, Ch. 528, L. 1975; R.C.M. 1947, 84-7306.

EXHIBIT 1
January 9, 1985

-
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15-7-307. Certificate — exceptions. The certificate imposed by this
part shall not apply to:

(1) an instrument recorded prior to July 1, 1975;

(2) the sale of agricultural land when the land is used for agricuitural
purposes;

(3) the United States of America, this state, or any instrumentality,
agency, or subdivision thereof;

(4) an instrument which (without added consideration) confirms, corrects,
modifies, or supplements a previously recorded instrument;

(5) a transfer pursuant to court decree;

(6) a transfer pursuant to mergers, consolidations, or reorganizations of
corporations, partnerships, or other business entities;

(7) a transfer by a subsidiary corporation to its parent corporation with-
out actual consideration or in sole consideration of the cancellation or surren-
der of subsidiary stock;

(8) a transfer of decedents’ estates;

(9) a transfer of a gift;

(10) a transfer between husband and wife or parent and child with only
nominal actual consideration therefor;

(11) an instrument the effect of which is to transfer the property to the
same party or parties;

(12) a sale for delinquent taxes or assessments, sheriff sale, bankruptcy
action, or mortgage foreclosure;

(13) a transfer made in contemplation of death.
History: Enr. 84-7307 by Sec. 7, Ch. 528, L. 1975; R.C.M. 1947, 84-7307.

15-7-308. Disclosure of information restricted. The certificate
required by this part and the information therein shall not be a public record
and shall be held confidential by the county clerk and recorder, county asses-
sor, and department of revenue. This is because the legislature finds that the
demands of individual privacy outweigh the merits of public disclosure. The
foregoing provisions shall not apply to compilations from such certificates or
to summaries, analyses, and evaluations based upon such compilations.

History: En. 84-7308 by Sec. 8, Ch. 528, L. 1975; R.C.M. 1947, 84-7308.

Cross-References
Right to know, Art. II, sec. 9, Mont. Const.

15-7-309. Classification or assessment methods. (1) This part
shall not change or modify the methods of classification or assessment of real
estate as provided for in this title or in any law of this state.

(2) The sale price of real estate shall not be the sole determinant of
assessed value. The department shall consider, wherein the consideration is
to be paid in deferred installments over a period of 10 years or more, the
terms of the contract, amount of down payment, amount of each installment,
rate of interest, and other covenants or exceptional circumstances which may

affect the consideration paid for real estate.
History: [En. 84-7309 by Sec. 9, Ch. 528, L. 1975; R.C.M. 1947, 84-7309.

15-7-310. Penalty. A person convicted of violating any provision of
this part shall be fined not to exceed $500 or be imprisoned in the county

jail for any term not to exceed 6 months, or both.
History: En. 84-7310 by Sec. 12, Ch. 528, L. 1975; R.C.M. 1947, 84-7310.

15-7-311 TAXATION 292

15-7-311. Costs. Notwithstanding 1-2-112, the duties, obligations, or
responsibilities imposed on local government entities by this part are such

that related costs are incurred as a part of their normal operating procedures.
History: En. 84-7311 by Sec. 10, Ch. 528, L. 1975; R.C.M. 1947, 84-7311.

A
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DEPARTMENT OF REVENUE

I PROPERTY ASSESSMENT DIVISION
MITCHELL BUILDING
HELENA, MONTANA 59601

ARTCRAFT PRINTERS, INC.

READ INSTRUCTIONS ON REVERSE
REALTY TRANSFER CERTIFICATE

SUTTE

Revised
8/24/83

THIS STATEMENT IS CONFIDENTIAL

PART 1 (PLEASE READ INSTRUCTIONS ON REVERSE BEFORE STARTING)

PART 2 Type of Real Estate
3 Vacant Residential Lots

Grantor's Name (SELLER) {Last, First, and Middle Initial)

[J Other Vacant Lots

Address {(Number and Street or Rural Aoute)

O Residential
City State Zip Code 0O Commercial
Grantee's Name (BUYER) (Last, First, and Middle Initial) [J Industrial
Agricultural
Address {Number and Street or Rural Route) U Agricultu
O Timber
City State Zip Code

SALES DATE »

{0 Tax Exempt by Law

Month/Day/ Year

PART 3 Description of Property: (If description is too iengthy, please attach on separate page)

County Municipality (City)

Addition (Subdivision) Block Lot

.2

PART 4 This sale is exempt from reporting sale information because. (Please check only one)

0 Property is agricultural land which will remain in that use.

(0 Purchaser is U.S,, State or other governmental agency.

O Transfer is to correct, modify or supplement a previously re-
corded instrument. NO ADDITIONAL CONSIDERATION IS MADE.

O Transfer is pursuant to a court decree.

0O Transfer is pursuant to a merger, consolidation or reorganization
of a business entity.

O Transfer is from a subsidiary to a parent corporation without
actual consideration.

O Transfer is pursuant to a decedent’s estate.

0O Transfer is gift.
O Transfer is between husband and wife or parent and child with
nominal actual consideration.
O Purchaser and seller are identical parties.
O Transfer is pursuant to delinquent taxes, sheriff's sale,
bankruptcy or foreclosure.
O Transfer is made in contemplation of death without actual
consideration.
Instrument does not transfer realty:
O Mineral interest, lease or royalty
O Assignment of interest as collateral

PART 5 This sale includes a transfer of water rights: O Yes

O No

PART 8 lf no exemption is indicated in Part 4 this part must be completed (See instructions on reverse)

Actual Consideration

Value of any personal property

Have SiD's been paid?

$ (Please see instructions) $ _ 0 YES T NO
Financing ‘ Down Payment Interest Rate Term If no, amount due
OCash CFHA OVA CConv. OContract | $ $ —

PART 7 Prepared By:

Name

| declare that | have examined this statement, and that it
is to the best of my knowledge and belief, true and cor-
rect, and that | am duly authorized to sign this statement.

dress (Number and Street or Rural Route)

SIGN
2:p Code HERE Signature -
Date Signed
WHEN COMPLETED, FILE WITH CLERK AND RECORDER WHEN FILING THE DEED T




EXHIBIT 2 o
-~ STATE OF MONTANA January 4, 1385 %ﬂ
’ : + + + I3 HB 41
®ffice of the Legislative Duditor supmiceed by: E
!
STATE CAPITOL Rep. Tom Hannah !
HELENA, MONTANA 59620 w
406/444-3122 DEPUTY LEGISLATIVE AUDITORS:

JAMES H. GILLETT .
FINANCIALICOMPLIANCE AUDITS i

SCOTT A. SEACAT
PERFORMANCE AUDITS «,
ROBERT R. RINGWOOD January 8, 1985 - STAFF LEGAL COUNSEL i

LEGISLATIVE AUDITOR JOHN W. NORTHEY
i
i
Representative Tom Hannah i
Capitol Station

Helena, MT 59620 f
i

Dear Representative Hannah:

Attached is the information you requested about the administration .
of the Realty Transfer Act. Please feel free to call if we can {
provide any additional information or assistance.

/Zely,
Scott A. W !

Deputy Legislative Auditor

Reviewed and approved:

,"jfLL £ % e

Robert R. R?/’wood
Legislative Auditor

SAS/ks3a

Attachment -



REALTY TRANSFER ACT

The Realty Transfer Act (Sections 15-7-301 through 15-7-311, MCA)
was enacted by the Montana Legislature in 1975. The purpose of the
act was to obtain sales data on real estate. The data would be
used to develop a more efficient, economical and reliable method to
determine uniform statewide real estate assessments. The act was
intended to identify transfers of real property so that assessment
rolls in each county could be updated in a timely manner. The act
would also provide for market information on trends in selling
prices of real estate and improvements.

The act has not been amended. 1In October of 1976, the Department
of Revenue adopted rules to aid in the administration of the act.

WHAT INFORMATION IS AVAILABLE

A1l transfers of real propertv since July 1, 1975 (with some
exceptions) are to be accompanied by a certificate indicating the
sales price of the real estate. Before assessment rolls are
changed to reflect a change in owner, a completed certificate is to
be presented to the county clerk and recorder.

Certain types of property are exempt from the sales price disclo-
sure provisions of the act. Agricultural land which is used for
agricultural purposes is exempt. In addition, sales which are not
"arms—length' transactions or involve government entities are
exempt. ''Non-arms-length'" transactions include: transfers of a
gift, transfers of decedents' estates, transfers pursuant to court
decree or to mergers, or transfers between family members for a
nominal amount. However, even exempt transfers must be filed,
listing the names of the parties, a property description and the
reason for exemption.

The information on individual certificates is not public informa-
tion and remains confidential. Only compilations of the data can
be used to summarize, analyze and evaluate sales and property
information.

The Department of Revenue estimates that approximately 125,000
certificates per year are completed. Individual county offices
estimate that they file between 20 to 75 forms per week. They
average about 40 per week.

Contrary. to the intent of the act, summary information is not
available on a statewide basis. The Department of Revenue in
Helena has not compiled the information and it has not been used to
develop uniform assessment methods. Even though some counties have
submitted information to Helena to be placed on the state's computer
system, the information is not being entered on the system.

At the county level, Department of Revenue personnel (i.e.
appraisers, assessors) have various uses for the certificates.



Some countv appraisers use their own summaries of the data to
obtain estimates of market value for certain types of real property
in their counties. Others use them to record and update addresses
for tax rolls. Yet, others do not use the information.

ROLE OF THE COUNTY

The county office involved in the Realty Transfer Act process is
the county clerk and recorder. The county assessor and county
appraiser are employees of the Department of Revenue and are
therefore considered state personnel.

The clerk and recorder serves as the party responsible for filing
of the transfer certificate. The certificate is to be filed with
the clerk and recorder when the deed or other instrument evidencing
a transfer of real property is filed.

The county does not compile or analyze any of the information. The
clerk and recorder does not keep a copy of the certificate. The
original is sent to the county appraiser and a copy to the county
assessor.

ROLE OF THE DEPARTMENT

The Department of Revenue is to compile the transfer information to
obtain price data necessary to determine standard levels and
uniformity of real estate assessments. However, by law the sale
price is not to be the sole determinant of the assessed value.
Other factors such as terms of the contract, amount of down payment
etc., will affect the actual consideration.

As previously mentioned, the department is not using the informa-
tion as intended. Some county level personnel are using the data
to aid in their appraisal and reappraisal of real property in their
areas. Others are not using the information at all. Overall,
there has been no method established using the Realty Transfer Act
to provide for efficient, economical, and reliable assessment of
property on a statewide level.

JP/clLel
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