MINUTES OF THE MEETING
TAXATION COMMITTEE
49TH LEGISLATURE
SPECIAL SESSION III
HOUSE OF REPRESENTATIVES

June 27, 1986

The eighth meeting of the taxation committee was called
to order in room 312-1 of the capitol on the above date
at 3:30 p.m. by chairman Gerry Devlin.

ROLL CALL: All members were present as were Dave Boh-
yer, researcher for the legilative council, and Alice
Omang, secretary.

CONSIDERATION OF SENATE BILL 20: Senator McCallum,
senate district 26, explained that this bill, which
revises the criteria for classification of certain
property as class four, was amended by Senator Towe

and the amendments were adopted by the committee and

the senate. He informed the committee that these amend-
ments placed land with less than twenty acres in a

new classification, but left the building in class

four. He indicated that there were two classes - class
eighteen and class nineteen.

Senator McCallum further stated that the reason he put
this bill in is because when the appraisals came out,
everyone was upset; and he would advise all of the legis-
lators that when the appraisals come out in their county,
that they should hang up the phone or take it off the
hook ~ or something. He stated that there was a tax-
payer in Mineral county, who had 155 acres and the valua-
tion on the land went from $143 to $35,000. He explained
that the land was almost as steep as a wall, there was
not a building site on it, there is no water on it and
about the only use for this land was by the elk and deer
in the winter time.

He gave many other examples of appraisals that had in-
creased tremendously in his area.

PROPONENTS: Senator Swift, co-sponsor of this bill,
read from an exerpt from the Independent Record, which
was entitled, "Taxed to Death", and which said, "we
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have barely survived four years of depression in the wval-
ley, we, along with all Montanans who own property,
are being given the coup de grace." He said that
one parcel of 189 acres, whicn is 22 miles south of
Ennis and which is still completely undeveloped, and
on which they have allowed their neighbor's cattle
to graze completely free of charge, and since they
cannot show the $1,500 annual income which qualifies
this for agriculture classification, the assessment
had jumped from just over $700 last year to over
$287,000 this year - an increase of about 409 times.
He asked how can this be justified on a piece of
property.

He submitted that there was another parcel of 17
acres four miles from Ennis, that earned $600 graz-
ing last year, and that piece of property went up
nine times in value.

He advised there was another parcel, which was ten
acres and 35 miles south of Ennis, was assessed for
433 times what the previous year's assessed value
was.

He informed the committee of how his own valuation
was increased ten times and when he checked at the
courthouse, it was so busy that they couldn't take
care of the people and this bill will give those
people that were turned away an opportunity now by
extending the date so they can address some of their
concerns.

He stated that the amendments by Senator Towe basical-
ly gutted the bill and he proposed to amend this

bill back to the way it was originally written with
two exceptions. He distributed exhibit 1, which is
the proposed amendments, to the committee. He ad-
vised that this bill in its original form had three
categories of property. He contended that the revenue
department has arbitrarily taken those tracts that
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did not qualify for the $1500 for the reduction re-
quirements and they arbitrarily set them up as resi-
dential suburban with the increases that he mentioned.
He advised that this amendment would allow some
relief on classifying some of those lands as agri-
cultural rather than residential suburban and it
makes a category of land from five to twenty acres,
reducing the market value by one-half, and there

will be some discussion on senate bill 19, which will
give them (the committee) the reason for that, be-
cause they feel that one of the basic problems with
the tax approach they have used is that the market
value in the appraisals eschewed materially.

He explained the fiscal note to the committee and
advised them of the fiscal impact of this bill.

Representative Mercer, house district 50, testified
that, from what he can tell from the numerous com-
plaints he has received, there is the problem of
the green belt, which is creating some incredibly
unfair tax increases. He noted what Senator Towe
did to this bill and felt that he had destroyed the
ability for them to get much relief. He advised

of a 20 acre tract, called the Black Lake Ranch,
which is on Flathead Lake, and each one of these
tracts are owned by different people and they take
them all and put them into a grazing association.
He continued ‘that it is just about impossible to
prove $1500 income off each one of those lots and
their lots have gone from the agricultural valua-
tion of around $100 to from $20,000 to $40,000 valua-
tions.

Julie Hacker, representing the Missoula County Free-
holders and a group of property owners living next
door and some people living in Frenchtown, stated
that they support this bill with the Towe amend-
ments removed. She advised that, in her own neigh-
borhood, the parents have divided the land off for
their kids, it is a very mountainous area and they
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are being hit with enormous tax increases because
of reevaluation by the department of revenue,

Dennis Burr, representing the Montana Taxpayers"
Association, stated that they support this bill and
Representative Swift's amendments. He felt that
they may have gotten a little off base with the
$1500 requirement. He advised that a lady in Lewis
and Clark county called him and they have a ranch,
wherein they took 40 acres and deeded” 20 acres to
each one of their sons and the tax on those 20 acres
now are something approaching $20,000.

Terry Murphy, representing the Montana Farmers'
Union, stated that he was a proponent of the bill
as it was amended by the senate and an opponent of
changing it back to its original form. He clari-
fied that there are a lot of horror stories going
around about wvaluations, until you sit down with
your calculator and figure what the taxes will be,
and in most cases, things are 'nowhere near as
horrible. He stressed that this is a 12-year-old
program and the new classifications that were amend-
ed in by the senate committee seem to be a logical
way to deal with this land that somehow is not ag-
riculture anymore, i.e., not purchased for the pur-
pose of agriculture, but yet has not become commer-
cial or residential.

Jo Bruner, representing the Montana Grange, testified
that they support this bill as it came to this com-
mittee and they are sincerely concerned about all

the excessive evaluations, but they see no fairness
in putting non-agricultural land back into an agri-
cultural classification, simply because they do not
fit into a subdivision - they surely do not fit in-
to agriculture either.

Lorna Frank, representing the Montana Farm Bureau,
said that they agree with the bill as it is amend-
ed and they hope the committee will pass this bill
as the senate did.
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There were no further proponents.
OPPONENTS: There were none.
QUESTIONS ON SENATE BILL 20: Representative Cohen

asked what is golng on here and could someone from
the department explain this.

Gregg Groepper, administrator of the property assess-

ment division of the department of revenue, 8aid that this
bill as they have it before them, gets at maybe the

bulk of the complaints that have reached his desk

and tries to find something that approaches fairness.

Representative Cohen asked if they put all these
amendments in, would this destroy the bill.

Mr. Groepper responded that he thought they would be
back approximately to the fiscal note that was drawn
for this bill the first time around. He indicated
that he understood that, if you adopt the bill the
way it was originally drafted, then you need to add
up all the totals that are there including the im-
provements and if they adopt the bill as it is before
them, it looks as though you would generate a reduc-
tion in taxes of about $1.2 million statewide. In
its present form, it would probably have a minimum
fiscal impact, he advised, but if you take out those
amendments, the fiscal impact is substantial.

Representative Gilbert noted on page 8, line 25, it
stated, "class nineteen property includes parcels of
nonproductive real property containing less than 20
acres that are precluded from being developed for
residential, commercial or industrial purposes be-
cause of subdivision or zoning laws, regulations,

or ordinances or that are precluded from being so
developed for other reasons" and he asked if "sub-
division and zoning laws" is this just because the
law would not allow that property to be subdivided.

Mr. Groepper replied that this would be his inter-
pretation, i.e., if someone had 20 acres with a house
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on it, but they couldn't take an additional benefit
from the remaining 19 acres through subdivision be-
cause it was in a floodplain or some ordinance that
said they couldn't go lower than 20 acres, he under-
stood that this would allow them to take the build-
ings and perhaps an acre of land at market wvalue

as the homesite and they would discount the other

19 acres at one-half the tax rate.

Representative Gilbert asked about the words, "for
other reasons" and wondered if one of those reasons
could be that the person who owns the land does not
want to develop it - would that be a valid reason,
because he thought this was very important.

Mr. Groepper answered that he sat in on the senate
taxation meeting and he thought that the intent of
adding "for other reasons" was that there might be
some other thing come up that they had not antici-
pated through an ordinance - something that would
cause that land not to be able.tobe resold for pur-
poses for which it was purchased. He continued

that he did not think the senate taxation commit-
tee thought that just the idea that a person did not
want to develop that land or he did not want to sub-
divide it would be reason enough to reduce the value,
He indicated that what they were looking for speci-
fically was some regulated government impediment
that would stop a person from using that land for
any purpose which they chose.

Representative Gilbert asked if he were to buy 19
acres with the sole intention of having a buffer
zone or some private land for myself with no inten-
tion of subdividing, but the land was subdividable
because of the terrain, water conditions, etc., that
he would not get any consideration and would be
considered suburban residential.

Mr. Groepper responded that as he understands the
wording based on the testimony and reflections of
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Representative Ellison asked how would 20-acre tracts
be treated that have covenants that say they can't
be further subdivided.

Mr. Groepper replied that, as he understands, if there
is a covenant, he would suspect that would be one of
the other reasons - if vou buy the land and the cove-
nants remain, as long as those covenants are in effect,
then under this bill, as it is written now, you would
petition the department and they would take the land
not used for the homesite and put that into another
class.

Representative Ream asked if the $1500 criteria
for agriculture land still holds whether it is 20
acres or less.

Mr. Groepper answered that is correct and they now
have people with less than 5 acres that qualify

as agriculture that did not before because they can
meet $1500.

There were no further dquestions.

Senator McCallum indicated that they are talking about
any tract that does not bring in $1500 or more so

if any of them (the committee) own any acres or a
section of ground for which they are not receiving

any money, but it is agricultural land, they are going
to be taxed as suburban tract, and that is an un-
justice and that is why he wanted to go to 20 acres,
because above 20 acres, he did not consider it a
tract.

The hearing on this bill closed.

CONSIDERATION OF SENATE BILL 19: Senator Christiaens,
senate district 17, distributed suggested amendments

to senate bill 19 (exhibit 3) and a copy of an as-
sessment sheet (exhibit 4), which went out from one

of the counties. This bill requires a county tax

appeal board review of exceptional increases in as-
sessments before placement on assessment books; requires
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the department of revenue to standardize property tax
classification and appraisal notices; and requires
the department to send a standard notice to taxpayers
with exceptional increases in 1986 assessments.

He informed the committee that the primary reason
for this bill was the exceptional increases in
taxable valuations throughout the state of Montana
and it was extremely apparent that they were going
to see large numbers of taxpayers disputing their
taxes.

He advised that this bill returns the burden of proof
to the department of revenue to justify the new ap-
praisals before the county tax appeal board and it
relieves the taxpayer from having to go in and plead
their case on an individual basis. It also puts

in place a standardized assessment list, he continued,
that will go out throughout the state, so they will
no longer have forms, which he considers garbage,
going out to the taxpayers.

He said that the county tax appeal board, with these
amendments, will be able to address all of the prop-
erties that have come up with a new assessment figure
of 180% or more, which amount to over 109,000 parcels
in the state, and they will review them in the aggre-
gate form. If the taxpayer still has a probilem,

the deadline for the appeal is extended to August 1,
or 15 days from the date of notification and this
will give quite an extension for those taxpayers

who have been affected.

PROPONENTS: Senator Crippen, senate district 45,
co~sponsor of this bill, stated that he has a serious
problem with some of the reassessment work and they
know that they have to do something and he urged

the committee to support this bill.

Dennis Burr, representing the Montana Taxpayers' As-
sociation, testified that they support this bill and
the amendments.
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Representative Swift, house district 64, stated that
for the same problems that were expressed in this bill
and in senate bill 20, he supports this bill.

Julie Hacker, representing the Missoula Freeholders,
said that in her community, they begin comparing notes
after the new assessment lists came out and they found
out that there was a discrepancy between $3,500 valua-
tions for a one-acre farmstead up to over $15,000 for
the same one-acre improved farmstead. She submitted
that this is not equality of taxation or equality

in valuations. She indicated that people do need

an extension of time to correct the inequalities

that have been assessed upon them by the department

of revenue and it is time for the legislature to get

a hand on what is going on in the local offices of

the department of revenue.

Bill Barba, who has been engaged in real estate for
21 1/2 years and lives in the Polson area, showed
the committee some pictures of properties that had
tremendous increases in valuation on them in the
Polson area. A sample of these pictures is shown

in exhibit 5. He offered testimony to the committee
as per exhibit 6.

Representative Rapp-Svrcek, house district 51, stated
that he was in favor of both senate bill 19 and sen-
ate bill 20, but he was somewhat ambivalent about

the amendments submitted by Representative Swift.

He said that he thought there is a difference be-
tween someone who is engaged in farming and someone
who just wants to live in the country.

Representative Raney, house district 82, informed
the committee that in Livingston a lot of property
values have gone up from 300 to 500% and the prop-
erties that they went up on happened to be older
homes and many of these people are throwing their
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notices in the garbage and expect to see in Novem-
ber that their taxes have gone up $20 or $30, when,
in fact, they are going to go up $300, $400 or $500,
so he felt it was their responsibility to inform
those people what is happening.

Gregg Groeppper, administrator of the property as-
sessment division of the department of revenue, said
that they stand as a proponent of this bill if the
amendments that Senator Christiaens has proposed

are adopted. He indicated that he thought the im-
portant part was the issuance of the standard state-
wide assessment notice.

There were no further proponents.

OPPONENTS: . Bob Randall, chairman of the state tax
appeal board, testified that he did not want to ap-
pear as either a proponent or an opponent, but he
would like to point out some problems, although he
thinks the amendments have helped considerably. He
clarified that he did not know how you would look at
Billings in aggregate - you can look at the land, but
he did not know how you could do an aggregate on
buildings. He commented cn the August 1 deadline--he
does not know how the STAB could do this, as some of
the members on the boards are retired people, who

may be on vacation, etc. and there are 50,000 proper-
ties in Lewis and Clark county and there would proba-
bly be about 5,000 appeals to look at. He indicated
that they will need some funding for this.

Toni Hagen, representing the Montana Association of
Counties, stated that she was prepared to be an op-
ponent of the bill, but the amendments have mitigated
some of the things she was opposed to. She advised
that in Hill county, they have had over 400 tax ap-
peals and she emphasized that these people do have
other occupations and the people on the apveal boards
are serving more as volunteers and at times, it is
very difficult for them to find time to listen to
these appeals. She advised that they have to set
budgets within that first week of August and if they
don't know how those appeals have been settled,
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and they have no idea what that taxable valuation
will amount to, that is going to be a major factor.

There were no other opponents.
QUESTIONS ON SENATE BILL 19: Representative Raney

asked what is the cost going to be to county govern-
ment.

Mr. Groepper replied that as he reads the bill, there
are two parts - one which requires the county to hold
the hearings and secondly, the part which requires
the department of revenue to notify everybody who

had increases in excess of 180%. He felt that in
order to do that in a short period of time, they are
going to have to use their assessment files here in
Helena, so there would be no cost to the counties,
but the state would have some cost.

Representative Raney asked what is going to be the
problem with this August 1 deadline and should there
be some way to provide extra time.

Mr. Groepper responded that he thought that the use
of August 1 recognized that they need to have final
taxable wvalues set in local government as of the
second Monday in August so they can set their bud-
gets.. In terms of the department of revenue, they
are going to try and get their part done and in terms
of the county boards, there are unique problems in
each county, he continued, but there is the possibili-
ty that they won't get done and they won't know if
they will win, lose or draw, but they should at least
have an idea by county how many properties are af-
fected at the 180% level and what the values of those
properties are, so they should be able to take that
into account in the budgeting process.

In reply to a question by Representative Asay con-
cerning the standardized assessment sheet, Mr. Groep-
per advised that they want to show the old and the
new market values and the old and new taxable values
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and going beyond that, he thought they could show
the difference in the two taxable values and instruct
the taxpayer how to apply the mill levy.

Representative Williams asked if the tax appeal board
could use a substitute in the absense of a member.

Mr. Randall replied that he was not familiar with the
county tax appeal board, but they looked into this
before the last session and, at that time, the governor's
lawyer indicated that it did not look practical.

He pointed out that there are already 443 appeals
filed with county tax appeal boards and that was be-
fore some of the larger counties had their appraisal
notices sent out and they could be looking at 8,000
appeals; and if the county tax appeal boards spent
all their time on this, he did not think they would
be done. ,

Representative Williams asked if there would be any
point to put in this bill wording that would allow
the county commissioners to appoint a substitute

if they felt it was necessary.

Senator Christiaens responded that he hadn't thought
of that as a problem, but if the committee felt it
was necessary, he would have no problems with it.

There were no further questions.

Senator Christiaens informed the committee that Cas-
cade County hadn't even sent out their assessment
forms and there were already 31 appeals filed and

he thought the August 1 deadline was an important
point to keep in mind.

The hearing on this bill was closed.

EXECUTIVE SESSION:
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DISPOSTION OF SENATE BILL 19: Representative Raney
moved that this bill BE CONCURRED IN.

Representative Raney moved the adoption of the amend-
ments submitted by Senator Christiaens.

Representative Sands indicated that he thought there
were a lot of other amendments that have to be made
to clean up this bill.

The motion to adopt the amendments passed unanimous-
ly. o

Mr. Bohyer indicated that there were some amendments
needed to clean this bill up and Representative Wil-
liams moved to have Mr. Bohyer put in the amendments
needed to clean the bill up.

The motion carried unanimously.

A vote was taken on the motion that the bill BE CON-
CURRED IN AS AMENDED. The motion passed unanimously.

DISPOSITION OF SENATE BILL 20: Representative Wil-
Iiams moved that this bill BE CONCURRED IN with no
amendments.

Representative Gilbert made a substitute motion to
adopt the amendments that were brought in by the
sponsor and CO-sSponsor.

Representative Ream noted that in going through these,
he thought there were some legal problems and he
could not support the amendments.

A vote was taken on the adoption of the amendments
and the motion failed with a vote of 8 voting no and
11 voting yes. See roll call vote no. 1.

A vote was taken on the motion to BE CONCURRED IN with
no amendments. The motion carried with Representa-
tives Switzer, Gilbert, Ellison, Asay and Hanson
voting no.
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DISPOSITION OF HOUSE BILL 44: Representative Gilbert
moved to reconsider their action yesterday on this
bill for the purpose of further amendments.

The motion passed unanimously.

Representative Gilbert moved a DO PASS on this bill
and moved to strike Representative Sand's amendment,
which is on page 6, line 9, which intends to force
counties to pay the federal discount plus four from
the time they start using this money and yesterday,
they did not realize that this could amount to from 14
to 19% because they are worrying about arbitrage
and this completely guts the entire purpose of the
bill. He would move to insert on line 9, where it
says "10%" in the original bill the words, "federal
reserve discount rate plus four".

Representative Sands indicated that he thought this
was a big mistake and this rate is essentially what
the banks loan people money, and by taking it back
to 6% from that, in effect, what you are doing is
allowing the county and the local jurisdiction to
borrow money from the taxpayer at 6% rather than
borrowing it from the banks. He advised that they
are permitting them to spend money that is protested
after the first of the year and this compounds that
by allowing them to borrow money from the taxpayer
at a rate that is about 4% less than they would have
to pay to borrow elsewhere. :

Representative Asay noted that it was a short time
until the reqular session and maybe the least change
they do here now, maybe the better and there can't

be too much harm come in that time and there is a
better chance to understand how it is going to operate.

There was further discussion on the amendment and
the motion passed with a vote of 10 voting yes and
3 voting no. See roll call vote #2.
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A vote was taken on the DO PASS AS AMENDED motion
and it passed with Representatives Switzer and
Sands voting no.

ADJOURNMENT: There being no further business, the
meeting was adjourned at 5:15 p.m.

QJZCC/C/ @iﬂf{&‘ 2Lz

Alice Omang, Secag%éry
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RANEY, Bob

SNEN

REAM, Bob

SANDS, Jack

N~

SCHYE, Ted

SWITZER, Dean

ZABROCKI, Carl

N K

Totals




STANDING COMMITTEE REPORT

report

Juane 28, 16358
Mr. Speaker: We, the committee on TAXATION
HOUSE BILL 44
(J be concurred in 4] _as amended

37 do pass

J do not pass J be not concurred in

[] statement of intent attached

TO RIVISE THE PROCIDURES MOR THE PAYHENT

PEE URDZR PROTEET; ETC.

Chairman

GERRY DEVLIN
OF A HMOUTAZA 7AX OR LICEMSB

1. Page 2, }i“ﬂ 2.

Fellowing: ﬁtgiﬁ 3

Ingert: 7, which grounds may includs bur are not limited to
changes  in assessment dus te reappraisal ander
15~7-311"

<. Page 6. line 2.

Fellowin “and at tha”

Insert: ccmbxnad‘

Polluwing: “rate of”

Strike: 109"

Iingert: Tibe ledoral voserve Jdiscount rate guoted from the
federal reserve bark in Hew York, Naew York, on the
date of fipal resgolutiosn, plus Iour percontage
Doints,

3. Page &, livae 17,

Following: ”ﬁa~wr 21 fund”

Insexrt: 7, tcﬁt tua* amount genwrated by the all-purpose

Mz;l levy,

whi te )

reading copy (
color




ROLL CALL VOTE

o
1 oo . COMMITTEE

z

Date: ;;4 b /vpv/ Bill # ﬁ Z Number ;2
Motion: Mé%ﬂ/ﬁélh;7‘ GF’*éf/;bqungﬂ4¢4zw;r_“

Name Nay

DEVLIN, Gerry, Chm.

WILLIAMS, Mel, V.Chm.

ABRAMS, Hugh

ASAY, Tom

COHEN, Ben

ELLISON, Orval

GILBERT, Bob

HANSON, Marian

HARRINGTON, Dan

HARP, John

 IVERSON, Dennis

KEENAN, Nancy

KOEHNKE, Francis

PATTERSON, John

RANEY, Bob

SRR RIS SR PRI ¢

REAM, Bob

SANDS, Jack : e

SCHYE, Ted o

SWITZER, Dean i

ZABROCKI, Carl

AN

Totals //'O




ExhiorT 1
BF Ro
Ture 29, /9%

Amend SB 20, Third Reading Copy Sern, S F7
, /

1. Title.
Following: 1line 8
Insert: "CLASS THREE OR"

2. Title, lines 9 through 13.
Following: "FOUR;" on line 9
Strike: remainder of line 9 through "LAWS;" ON LINE 13

3. Title, line 15.

Following: '"%5-3-262"

Strike: "SECTION 15-8-111" :

Insert: '"SECTIONS 15-6-134, 15-6-144, AND 15-7-202"

4. Page 8, line 14 through line 25, page 12.

Following: 1line 13 '

Strike: sections 1 through 5 in their entirety

Insert: '"Section 1. Section 15-6-134, MCA, is amended to read:

"15~-6-134. Class four property -- description -- taxable
percentage. (1) Class four property includes:

(a) all land except that specifically included in another
class;

(b) all improvements except those specifically included in
another class;

(c) the first $35,000 or less of the market value of any
improvement on real property and appurtenant land not exceeding 5
acres owned or under contract for deed and actually occupied for
at least 10 months a year as the primary residential dwelling of
any person whose total income from all sources including
otherwise tax-exempt income of all types is not more than $10,000
for a single person or $12,000 for a married couple;

(d) all golf courses, including land and improvements
actually and necessarily used for that purpose, that consist of
at least 9 holes and not less than 3,000 lineal yards.

(e) all land, together with improvements, not devoted to a
residential, commercial, industrial, agricultural, or timberland
use if: :

(i) the land contains more than 5 acres and less than 20
acres; or

{(ii) the land contains not more than 5 acres and is
precluded from being devoted to residential, commercial, or
industrial use because of subdivision or zoning laws,
requlations, or ordinances.

(2) Class four property is taxed as follows:

(a) Except as provided in 15-24-1402 or 15-24-1501, property
described in subsections (1)(a) and (1)(b) is taxed at the
taxable percentage rate "P" of its market value.

(b) Property described in subsection (1)(c) is taxed at the
taxable percentage rate "P" of its market value multiplied by a
percentage figure based on income and determined from the
following table:

¢



Income ' ’ Income Percentage

Single Person Married Couple Multiplier
$0 - $1,000 $0 - $1,200 0%
1,001 - 2,000 1,201 - 2,400 10%
2,001 - 3,000 2,401 - 3,600 20%
3,001 - 4,000 3,601 - 4,800 30%
4,001 - 5,000 4,801 - 6,000 40%
5,001 - 6,000 6,001 - 7,200 50%
6,001 - 7,000 7,201 - 8,400 60%
7,001 - 8,000 8,401 - 9,600 70%
8,001 - 9,000 9,601 - 10,800 80%
9,001 - 10,000 10,801 - 12,000 90%

(c) Property described in subsection (1)(d) and (l)(e) is
taxed at one-half the taxable percentage rate "P'" established in
subsection (2)(a).

(3) Until January 1, 1986, the taxable percentage rate "pP"
for class four property is 8.55%.

(4) Prior to July 1, 1986, the department of revenue shall
determine the taxable percentage rate "P" applicable to class
four property for the revaluation cycle beginning January 1,
1986, as follows:

(a) The director of the department of revenue shall certify
to the governor before July 1, 1986, the percentage by which the
appraised value of all property in the state classified under
class four as of January 1, 1986, has increased due to the
revaluation conducted under 15-7-111. This figure is the
certified statewide percentage increase.

(b) The taxable value of property in class four is
determined as a function of the certified statewide percentage
increase in accordance with the table shown below.

(c) This table limits the statewide increase in taxable
‘valuation resulting from reappraisal to 0%. In calculating the
percentage increase, the department may not consider changes
resulting from new construction, additions, or deletions during
calendar year 1985.

(d) The taxable percentage must be calculated by ,
interpolation to coincide with the nearest whole number certified
statewide percentage increase from the following table:

Certified Statewide Class Four Taxable
Percentage Increase Percentage "P"
0 8.55
10 7.77
20 , 7.12
30 : 6.57

40 6.10



for valuation, assessment, and taxation as agricultural land each
vear that none of the parcels is devoted to a commercial or
industrial use.

¢33 (2) Contiguous or noncontiguous parcels of land totaling
less than 20 acres under one ownership that are actively devoted
to agricultural use shall be eligible for valuation, assessment,
and taxation as herein provided each year the parcels meet any of
the following qualifications:

(a) the parcels produce and the owner or the owner's agent,
employee, or lessee markets not less than $1,500 in annual gross
income from the raising of livestock, poultry, field crops,
fruit, and other animal and vegetable matter for food or fiber;
or

" (b) the parcels would have met the qualification set out in
subsection ¢%3(2)(a) were it not for independent intervening
causes of production failure beyond the control of the producer
or marketing delay for economic advantage, in which case proof of
qualification in a prior year will suffice.

{2}-Pareceis-that-do-not-meete-the-gqualtifications-see-ount-in
subsection-{ii-shati-not-be-cliassified-or-vaiued-as-agricutturas
if-they-are-part-ef-a-piatted-subdivision-that-is-fited-with-the
eeunty-ecterk-and-receorder-in-compiiance-with-the-Montana
Subdivisien-and-Piateting-Actr

(3) Land shall not be classified or valued as agricultural .
if it is subdivided with stated restrictions prohibiting its use
for agricultural purposes.

t4}-The-grazing-en-tand-by-a-herse-cr-other-animats-kept-as
a-hebby-and-net-as-a-pare-of-a-pona-£fide-agricuiturai-enterprise
shati-net-be-considered-a--bona-fide-agricuituralt-eperacions

(5) If land has been valued, assessed, and taxed as
agricultural land in any year, it shall continue to be so valued,
assessed, and taxed until the department reclassifies the
property. A reclassification does not mean revaluation pursuant
to 15-7-111.

(6) For the purposes of this part, growing timber is not an
. agricultural use. (Subsection (6) terminates January 1,
1991--sec. 10, Ch. 681, L. 1985.)

Renumber: subsequent sections



50 5.70

60 5.34
70 5.02
80 4.75
90 4.50
100 4.27
110 4.07
120 - 3.88
130 3.71
140 3.56
150 3.42
160 3.28
170 3.16
180 - 3.05
190 , 2.94
200 2.85
210 2.75
220 . 2.67
230 2.59
240 2.51
250 2.44
260 | 2.37
270 2.31
280 2.25 , .
290 2.19
300 2.13

(5) After July 1, 1986, no adjustment may be made by the
department to the taxable percentage rate "P" until a revaluation
has been made as provided in 15-7-111.

(6) Within the meaning of comparable property as defined in
15-1-101, property assessed as commercial property is comparable
only to other property assessed as commercial property, and
property assessed as other than commercial property is comparable
only to other property assessed as other than commercial
property." '

Section 2. Section 15-6-144, MCA, is amended to read:

"15-6-144. Class fourteen property -- description =-- taxable
percentage.(1l) Class fourteen property includes all improvements
on agrieuttural land that is eligible for valuation, assessment,
and taxation as agricultural land underj;-as-defined-in
15-7-202(2). Class fourteen property includes 1 acre of real
property beneath the agricultural improvements. The 1 acre shall
be valued at market value.

(2) Class fourteen property is taxed at 80% of the taxable
percentage applicable to class four property."

Section 3. Section 15~7-202, MCA, is amended to read:

"15-7-202. Eligibility of land for valuation as
agricultural. (1) Contiguous or noncontiguous parcels of land
totaling 20 acres or more under one ownership shall be eligible




Page 5
Strike:

Lines 1-25

Amendment to SB19

Kxhib 772

58 /7

jz(ae/ 27 I9FL
Sen Christvams

Vs



Page 1 Line 8
Following:
Insert:

Page 1 Line 20
Following:
Insert:

Page 2 Line 10
Following:
Insert:

Page 5 Line 2
Following:
Insert:

Page 6 Line 7
Following:
Insert:
Strike:

Lxpiodd 5
S8/9
j@no-?b/yff
Sern. Qhristsaer7s
Suggested Amendments to SB19

ASSESSMENTS
UNDER 15-7-111, M.C.A.

ASSESSMENTS
UNDER 15-7-111, M.C.A.

ASSESSMENTS

UNDER 15-7-111, M.C.A.

ASSESSMENTS
UNDER 15-7-111, M.C.A.

ASSESSMENTS
IN THE AGGREGATE
REMAINDER OF LINE 7, LINES 8 - 12
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COME ROSE TO 10,728.

PERSONAL INCOME PER CAFPITA.
They SURE CAN?T SAY THAT ABOUT OUR PROPERTY

ACCORDING TO THE U.S. DEPARTMENT OF COMMERCE, MONTANA RANKS 42nd
580 AND IN 1985 PERSONAL IN
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June 20, 1986 15 Minutes FPage 1

hCommente on DEPARTMENT OF REVENUE %e NEW AFPRAISALS”

The Montana State Department of Revenue hae now entered
the free enterprise market of Real Kstate.

The free market place of real estate, the market gplace that ?iﬁ
has been the american dream etince the day's of Lewls and @lark,

The Homesteaders, pioneers that broke the first eoll, put
up the fences, the log houses that can still be seen dotting

the country slde of rural Montana. A heritage that ts Jast
becoming a thing of the past.

These old butldings, holding sheds on ranches and farms,
economically depleted shelter for animals are sadly belng
pushed ::-to-gether and burned or removed.

People are removing decks, porches, patilo'’s, fences, storage

sheds and any other things that may have a property tax imposed
on lt.

-

Sub-standard homee are being bullt with tim roofs, post and ?
pole footinge, any thing that will fall below the etandard

as found in the State Department of Revenue's book of standards
Jor homes and dutldings.

-4 lady in Great Falls had been saving for several month's to
have a concrete s8lab poured outeide her back door.

She had HBo sooner had it installed when a State Department
of Revenue appralser had Lt measured up before the cemedl was
dry. IThe lady was &0 upset that she sald she was golng to
have it torn out. I learned later that she did have it removed. @&

The general atmosphere that ie becoming more prevelent among ‘iﬁ
the cltlzens of Montana 18 an alarming and sad one, in that
they are becoming fearful of improving their homes, pailnting,

putting a patio, gazebo, shop or any other addition on their
homes, farms or ranches.qpy ' "

- -

L R e A A L ‘- I R ¢ N p
In many cases when a hed has’ been removed the R;Class office g
te very slow to remove it from the tax rolesd »

A case in pointy; In 1972 I removed a small pump house thet .
was approx. 3x4ft. x 3 JSt. high. The "appraiser from the Re:class?
87flce had been up to my property on more than one occalsion
during that pertod as evidenced by the several changes that

were made from 1975 thru 1978, then én July 9, 1951, Mr. Carl %
Reznor and Mr. Gordon Anderson wae here and Mr. Reznor checked
around and stated”0Oh, the pump house ie gone”, and made a
notation on the card. I recelved a change of valuation form jrom gm
Kyle karstens dated 7/9/81 1indicating Improvements jfrom 5
42,850 to 42,807, a reduction of $143.00. We were paylng taxes
on a emall shed for NINK Yeare AFTER it had been Removed.

We hade no way of knowing Lf it was actually removed. i 19822, I
called the office and told theM ..thgit Lt had-—-been remqued.r st
eieee ... 121 _.. However the fact remailns that they were here
in 1974 after it was gone and nothing was changed on the records.

A more recent examples Rim Rock Incorporated, Portion Gov. Lot
<, Section 4-22-203 Improvements yrom $1,598 to $17,820. There Lo
are NO IMPROVEMENTS on thle property. Appraisal card showed burn?‘f
out shell of dwelling with the value of $1,598. No ilnspection

wase done or it would have ehown that the improvemente were (il
removed 2 yeare before. This ls the 1986 Assessment sheet. %)

ocontld



Page 2
Ther are many mbre such stories too numerous to mention here,
however q Task Jorce study could easily reveal the many
discrepencies thru out the entire State.

If our Law makers were to examine the facts in these cases they
will find that these discrepencies are not Iegolated,remote,
human error, honest mistake, we will check into it, or we will
certainly stratghten this out, type of problems, but more a
problem of Department of Revenue Game plans to minimize the
total impact on the property owners and all residents of

the great state of Montana.

If our Senators and Representatives would further examine the
impact of the confusing so called formula's that are being used
on the various types of property to arrive at , in most cases
tnvolving land values that are jfar from being the so called

un arguable 719827 market values., Or in many cases,extremes,

As I will show by my graphic tllustrations,you do not have
to be an appratser to make sidewalk decisions about what I
am going to show you.

Property appraisals is a state of art mixed with proper
research of comparable property,cales, the surrounding
envtironment, condition of the economy, estimated availability
of the buyers that are willing ,able and ready to buy any glven
property, all of this plus a lot of good common SensSe.

The final proof of market vaBue is when the buyer ang seller
aprfee on the price and the transaction is completed.

This is true of that particular property however as evidenced
by the fluctuating market since 1952, there have been many
sales showing an ilnconsistency of true market values especially
in the Flathead Valley.

As I will show in another graphic tllustration, I will show

the influence of buyers that have come to this area on vacation
‘from Alaska, Caltfornia, washington DC and other states where
land has become a luxury iltem reserved omly for the qualijfted,
very high income people.

I have been a licensed Real istate Sales person for £1 years
in the state of Montana and have hands on experience wilith this
particular phase of real Zstate.

I will show an actual analysis tnat will only take a few minutes

that I have prepared.
LEGI1SLnTORS
If our Senadbere will carefully examine this tnformation I believe

they will find some of the truths involved in the very complex
mar&et of Real Estate apprailsals and the related problems of

tryilng to teach these facts to .a computer that i8 attempting to
Stereo type appratsals of property with out an ”0On site inspection’

A computer will only respond to what is put into it and as
evidenced by some of the comparisions that I and others have
made in the very short time that was aqvaillable to make these
studies 1t appears that some alarming discrepancies have shown
up merely by making some careful "0On Stte” inspections as I
have graphically tllustrated in drief cross sections of various
types of property in various areas.

These properties were then photographed and indexead with the
assessment sheets as put out by the State Department of Revenue.
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The plats were then integrated with tne photograps and assessmentsg
sheet information to produce a sidewalk type of visual o
comparision vehicle to provide our very busy law-makers to )
perhaps realtize that there could be a problem involved in ‘g

. the "Boller Room methods that were used by the Department of
Revenue to make the "Deadline”,.

I must say that I am absolutely impressed witn tne speed and
dispatch that hae been demonstrated by the Montana State
Deparitment of Revenue in completeing such a vaet and monumental
task of putting the State of Montana into a computer.

Far beq}or me to critistze this vast undertaking by the departmen?
of Revenue, and my 1intentions are strictly one of concern
due to the fingdings that I have turned up in a very short time.

My first indication was during my property review interview
with a State appraiser in Polson,Montana I had acked a question
about one of my assessments that indicated that last years
valuation was 167,200 X 8.550= 14,296 taxable. Right under that
1t showed 1986 167,200 x 3.86= 6,454 taxable. A real bargain
in anybody'’s language, and if I had been foriunate enough to
have pilcked up oneo f the 20,000 1986 Informational Guide to
Montana's PropertyFAppratsal sheets, I would have taken a
"Minute” and looked it over and then if I had any questions

I would have "Immediately” called the County Appraisers office .
Jor an appotintment to Malk things over.” %
The average person does not understand what this means but

with the taxable seemingly low jfrom last years, why bother?

In answer to my question as to the correctness of my assessment :
sheet the lady qulickly passed 1t off as a little error and it -
made no difference.

A few days later I was wondering about it so I called the Lake
County Assessor,Lenore Roal and asked her if she could correct

"that small error if possible and make a new copy jfor me.
HE RASSESTOR
I later dropped in to the office ani e dasapee said 1t

was a good thing that I asked for a correction. She found an
error in the computer where one lot out of the nine involved .
in the assessment was not counted and three of the lots were couni
‘twices This would reduce the 167,200 by 47,400 which when
translated to taxable value X 1985 mil levy meant a saving of
$443.55.

I asked iy thtie error would show up somewhere along the line
and she sald no.

Time was too short to make a survey of other errors lilke thils
however I did mention it to another gentleman and he had one
with the last years the same as 1986 ., I have a copy of this
in my flle.

9
This 1e another area that our law makers may dectde‘take a look
at. A careful examination may satisfy them that the accuracy ls
perhaps acceptable, bearing in mind of course that their
constlituents money is at stake to say nothing of the extremely
erratic values placed on thelr property.

At this point I would like to take a moment and examine the
serious consequences of IThe Stale Department Of Revenue taking
over the up to now free enterprise real estate market.
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First, to establish a ground rule or 2, any given appralsal

by any glven appralser can come out in many different forms;
Appraisals for estate purposes can come out on the low side,
appratsals for net worth sometimes come out on the high side,
appratsals for a qulck sale,fire sale, divorce esale, hard times,
F.He4sy, V.A. etc. take your plck. Al1 must appear on Realty ITransfs

During the past few years the V.A. and FHA homes that were

sold during an inflationary pertiod are not worth what was

paid for them. Perhaps the appraisals were too high?

There are literally hundreds of homes on the market now that

are not worth what was paild for them. The Free Enterprise market
wtll correct itself given the right time and economy.

Some of these homes, predominately in the Missoula area, are
selling several thousand below the price that was patid for them.

I would like to call these the unusual sales and I would like
to place many of these in the 1982 "Realtly ITransfer” forms
that were required to be filled with the Re:Class offices all
over the State Of Montana.

All of these cases can eastly be documented. I personally
have multiple sales records dating back over ten years.

Now, in 1985 the Montana State Legislature passeb a law that |
all Montana real property shall have full 1882 market values
placed on them.

This came about with little or no knowledge of the general
public and it appears, the Real Zkstate people.

Back _in January 1985 I had heard that Senator & Smith had
Introduced a 45 W6 as I remember to hold down department of revenue
Jrom sgetilng Real Property at full market value.

My wife and I attended theccommiitee meeting as Spectators as
we had no time to prepare or emen understand what was happening.

A few ranchers testlfled but were totally unprepared and the
Department of Revenue walked off with the prize.

Now a gulck look at the impact on the actual market:

In the case where an appralsal 1s higher than the actual

market value, here is part of an ad that came out after the
assessments were malled outy; It @eppeared in the Polson Advertiser
on June 4, 1986; "$8,000., BELOW 1982 Appraisal. priced at 68,000
and includes an 11 hp riding mowerd

This home has been for sale for over a year and 18 and has been
advertieed on a permanent type sign on high-way 93 3 miles north
of Polson. The State appraisal is 76,000.

Allow me to present a hypothetical case; A property is

State appralsed at 109000 . Let'!s say the property has been
offered for sale for a long period of time foril75,000. A hard
to find buyer ils found and offere to purchase Lt for 145,000
providing he is satisfied that the value is close. Being an
astute buyer, he has looked around and discovered that the State
placed market values on the property that are to reflect 1982
valuee and finds that this property was appraised at 100, 000.
I would ask the-Honorable Senators to reflect a moment and
put them selves in the shoes of the Banker that is asked to
put a loan on this property, in the shoes of the buyer, the
Realtor?
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Ihe Supervisor of the State Res:classification office in %
Polson, Montana stated that while a lot of the properiy may

be too high above real market value, it may come down at the :
next Five Year appraisal. ReF: FLRTHELAD touRILR, ‘g

She aleo stated at my interview that much of the appralsal
work was done thru the computer and not on site. THeJJE,O/.)ﬁ.TM(,,r
OF RAVENUE PRom\SED THELEFI1SLpTUZ ON S iTE APPRpISHLS.
In conclusion, as a result of my very brief but intensive
study of this situation I sincerely belleve that 1lf our
Honorable State Senators will take note of the monumental
pressure that was put on the Department of Revenue people 10 %
perform an impossible task of putiing the entire State of Mongana

into a computer in such a short time they will find that they
have tndeed done the job at hand with the tools that they had

at hand and in doing so found 1t necessary to use ratner unusual
methods to compliy with this devastating mandaies

They will perhaps take note of the timing involved in malling
out the Assessment sheéts; in Lake county they were mailled out
on Moy 23, 19586,the labor day week-end and , without public
notification, instructed to start the 15 day request for review
period on the matling date. This left very little time for

at least those who knew how to prepare.

Do the Federal dis-closure laws apply here?

Right to public information was denied by the Re:Clase people
prior to the Assessment malling; some lnguliries were made to
obtatn the new values and were told that they could not be releas§f

Flathead County assessments were mailed out even later, I 5
do not have the exact date hoeever some neilghbors recently recetﬁiﬁ
thelrs.

Summer j restdents were enroute to their places here in the
.area and where were thelr assessment sheets?

A netghbor had arrived here and was jfrom Colorado, buying on
contract for deed and the assessment was sent to the seller
in Montana.

while I do not have all of the mechanics of it,I understand
that the old system was systematically destirdyed and that it
would be disasterous to attempt to switéh back for now to
allow a closer look at the growilng problems,

Ferhaps the Honorable Senators may want to ask the obvious '?
guestion; what happeng Lf the newly installed system fatlls?

Why wasn'’t a back-up kept until the system was completely in placgr

Or ask why 1t was pushed 8o hard as to cover most of the
peoples chances of at Least a Right of Recilssion. No options
were left to stop tt.

Honorable Senators I close with this: Please take note that the
highest Minister in Canada L& head of the Department of Revenue, )
Montana is still a grass roots populated people where the averagej
income is oguilte low, where the bulk of our tax dollars are spent
on education only.to have them leave to the large cities to get
Jobs, think of the many small towns that contain the silent i

majottty of people that are depending on your leadership,people
that are confitsed by the complexity of the many issues that

are facing you, not having the time to study the effects of any
seemingly well meaning law that ie passed until Lt hits them in

the pocket book.
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Honorable Senators, I am asking that you do everytaing in your
power to at leas8t put a moritortum on thlie Monlerous Mandate
Jor one year or longer.

The property valuatton eystem will only work best if it
18 returned to the respecttve countles.

Thie has become a proven fact as evidenced by the extremely
uneven valuattons thru-out the State of NMontana.

A Jinal argument; If our Legislators were to closley examine
the facts that an objective task force would present after
& a short study perhaps they will find that the reason

all countles cannot be equal in valuation is that the

"cost of bullding vartes from area to area. This whole
concept wae 8elling people on the fact that that by

changing the laws, it would then "Get” those people on

the other eide of the mountain who are not paying their

Jate share.

The 1986 Informational Gulde to Montana's Property R;Appratsal
sheet would not come cdose to passing the test® Federal
disclosure laws. I feel that it ts not only mié-leading, but
1t wae not handed out or passed out to the majority of the

taxpayers/property owners. A total of 20,000 were printed,
it le g0 etated on the back silde.

Stnocerel

Btl1l1 Barba
West Shore
Polson, Montana 59860

406-849-5416
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. Place a Moritorium on the new Market Appraisal law.

2. .The burden of an alternate 1ls on the Department of Revenue. -
3. As they closed all the doors to "Rights of Recission” so ?
can they find a way back to the last years assessments.

4. The FAIRNZSS that the department of Revenue keeps speaking
about in the Re: Appraisal Informational Guide fatls to

pass: the test of Compartstons and any known appraisal
methods, ~ '

| N

5. Appoint a task force other than employees of the Department
of Revenue to take a'sampltné of values across the State.
These people can have a working knowledge of Real Estate
and can compile information with the help of Competent
Real Eatate people'dcross the State.

6.Recognize that not enoughitime was glven to the Department
0/ Revenue and Lt was impossible to live up to the "Fairness” 9
and proper appratSal procedures,
7. Have some compassion for the people of Montana, the last
Jrontier, people that have worked so hard to accwnulate
what the ave, Jonlt make pa 0 Llmpossihle 1a




9., Interview the people working in the Re:Clase offices
and you will find some interesting factis that must be :
heard by the right people. THEY pusT G2 PRITGCTER Frem FD;:/V.I‘Q

LA,‘ . ¢ P

There are also people that are no longer there that reto
must be heard. SN

10. Make 1t pudblic about assessment sheet errors. .Have people check

: nd h R ‘ ¢ 1 b q { ESCPECIALLY
I understand that we have agccese to appea oards, WHERE MmoRre

however most people do not know how to make an THAN OrFe

evaluation/compartson presentation nor can they LoT ( ¢

afford to hire a competent person to do this for them. - r,,(.;vai
\Q

Another argument that is vital in correcting many
‘un=-yfalr appratsals in the State of Montana.

why do our law makers have to walt un-til a very
expensive Proposition 13 type of situatlion happens.

It is now in progress in the State of Oregon. .

He has been on it for 3 years now and intends to get
it thru Lf Lt takes him the rest of his 1ife.

His name is Phillips and I understand that he was on
the Calilfornia Proposttton 13,
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