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_SBwE  BILL NO. _ 3%__

INTRODUCED BY SMITH

A BILL FOR AN ACT ENTITLED: "AN ACT TQ SUBMIT TO THE
QUALIFIED ELECTORS OF MONTANA AN AMENDMENT TO ARTICLE VIII,
SECTIONS 3 AND 4, OF THE MONTANA CONSTITUTION TO REMOVE THE
RESPONSIBILITY FOR PROPERTY TAX APPRAISAL, ASSESSMENT, AND
EQUALIZATION FROM THE STATE AND RESTORE IT TO THE COUNTIES

UNDER THE POLICY DIRECTION OF AN EQUALIZATION COMMISSION."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Article VIiI, section 3, of The

Constitution of the State of Montana is amended to read:
"Section 3. Property tax administration. The-atate In

each county the assessor shall appraiser and assessy---and

equatize the valuation of all property situated wholly

within the county which is to be taxed in the manner

provided by 1law. The legislature shall preovide for the

appraisal and assessment of all grogs and net proceeds and

for property that is located in more than one county.”

Section 2. Article VI1II, section 4, of The
Constitution of the State of Montana is amended to read:
valuation -=

"Section 4, Equal egqualization

commission., (1) All taxing jurisdictions shall use the

asseased-yatuakion-of property valuations established by-the
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state under policy quidelines established by the

equalization commission,

{(2) (a) The equalization commission shall be composed

of seven members appointed for such terms and in such a

manner as provided by law. The members, and their appeinting

authority, are:

(i) two county commissioners, appointed by county

commissioners;

(ii) two county assessors, appointed by county

assessors; and

(iii) three public members, one appointed by the

senate, one appointed by the house of representatives, and

one appointed by the governor,

(b) The equalization commission shall establish policy

guidelines for equal appraisal and assessment of property

and promulgate rules for equal appraisal of all property

within the state.”

Section 3. Submission to electorate. This amendment
shall be submitted to the electors of Montana at the general
election to be held November 8, 1988, by printing on the
ballot the full title of this act and the following:

{1 FOR amending the Montana Constitution to return

property tax appraisal, assessment, and egqualization
to the counties under the supervision co¢f an

equalization commission.

-2~ INTRODUCED BILL

SB-36
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[C] AGAINST amending the Montana Constitution to return
property tax appraisal, assessment, and egualization
to the counties wunder the supervision of an
equalization commission.

—-End-

-3-



STATE OF MONTANA - FISCAL NOTE
_ ‘ _ Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for SB036 , as introduced.

DESCRIPTION OF PROPOSED LEGISLAIION

An act to submit to the qualified electors of Montana amendments to Article VIII, Sections 3 and 4, of the Montana
Constitution to remove responsibility for property tax appraisal agsessment, and equalization from the state and
restore it to the counties under the policy direction of an Equalization Commission.

ASSUHQI;UNS ) '
1. If approved by the people, the act proposed in this bill would become effective July 1, 1989 (in accordance
with 13-27-105 MCA).

2. The revenue needs of taxing jurisdictions will be at least as great as under current law, hence there will
be no reduction in taxes levied.

3. It is assumed that the Legislature will not return the assessment and appraisal of inter-county property and
mineral production to the counties in order to avoid duplication of efforts and a loss in audit related
revenue. This reduces the possible savings to the ‘eneral fund.

4. General fund expenditures for property assessment at the state level will be reduced beginning in FY90 by
$10,072,576 ($10,422,376 (FY89 Executive Budget) less $349,800 for the operation of the inter-county-
property bureau). .

5. It is assumed that the Legislature will limit the authority of the Equalization Commission to establishing
assessment guidelines and provide authority to county assessors similar to the pre-1972 structure.

6. Local governments are assumed not to significantly increase staffing expenditures for property tax
administration, resulting in a significant reduction of the property tax base in the long run and a
shift of the tax burden to properties properly assessed. These reductions in taxable values would
require additional state general fund expenditures for the support of the school foundation program
and the university system, as well as increased mill levies to offset lost revenues.

M / DATE_//4 2«47 ' DATE
DAVID L. HUNTER, ET DIRECTOR 7 ED SMITH, PRIMARY SPONSOR

Office of Budget and Program Planning

Fiscal Note for SB036, as introduced.
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7.

10.

To assess the reductions in the amounts levied by the university and school foundation levies, it is
assumed that after 5 years the statewide taxable value falls by the same percentage as the tax base
increased under state control. When property assessment was changed from local to state control the
property tax base expanded significantly because missed (non-assessed) and underassessed properties were
added to the tax base. In tax year 1972, the last year of local control, the taxable value of real property
statewide (excluding agricultural land) was $352,091,172. The taxable value of personal property (excluding
livestock) was $246,633,620. By 1975, the end of the first biennium with state appraisal, real property
taxable value (excluding ag. land)} increased 24% to $435,614,953. The taxable value of personal property
(excluding livestock) increased 367 to $336,382,289.

The current law levels of taxable value of real (excluding ag. land) and personal property (excluding
livestock) are assumed constant at the estimated 1989 levels (REAC) of $738,700,000 and $367,678,000,
respectively.

Legal responsibilities for defending property assessments of locally assessed properties will rest with the
county where the property is located since local officials set the assessments. This litigation is assumed
to be handled by county attorneys and may require staffing changes that are not included in the local cost
estimates.

The general fund expenditures required for the State Board of Equalization to carry out their statutory
responsibilities of supervision of assessors and equalization of property values between and among counties
would be as follows (at FY87 levels):

Expenditure Item Grade/Step Cost w/o Benefits Cost w/ Benefits (8 23%)
Equalization Commission (One 2 day meeting per month)
Honorariums @ $50/day ($50 X 7 X 24) $ 8,400
Per Diem: ' '
Lodging (7 X 24 nights X $24 ) . : $ 4,032
Meals (24 X $14.50) $ 348
Operating Costs : ' ‘ $ 20,000
1 Clerical Support. 8/2 $ 14,934 $ 18 368
Total ‘ $ 51,148

s8 36
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11. Counties will be required to increase property tax levies to pay for the cost of administering county level
property tax as follows:

- Expenditure Item . Grade/Step - Cost w/o Benefits Cost w/ Benefits (@ 23%Z)
Current Property Tax Costs ' $ 10,072,576
Less: Administrative Overhead : ( 204,549)
Area Managers (w/ benefits) ( 328,606)
Subtotal $ 9,539,421
Additional Costs:
Automobiles 110 @ $7,000 each $ 770,000
Appraisal Manuals 28 @ $1300 each ‘ $ 36,400
Total Additional Local Cost $ 10,345,821
Cost Summary per Assumptions: FY90 and Beyond
State Costs: ' Current Law Proposed Law Difference
Existing State Program: :
Administrative Overhead $ 204,549 $ 0 ($ 204,549)
Area Managers $ 328,606 $ 0 (s 328,606)
Inter-County Property ' $ 349,800 $ 349,800 $ 0
Qther Division Costs $ 9,539,421 $ 0 (§ 9.539,421)
Subtotal - Existing $ 10,422,376 $ _ 349,800 ($ 10,072,576)
Equalization Commission: $ 0 $ 51,148 $ 51,148
Total State Costs $ 10,422,376 $ 400,948 {$ 10,021,428)

Local Costs:
Existing Program:

Current Total Costs $ 0 $ 10,422,376 $ 10,422,376

-Inter-County Property $ 0 (s 349,800) ($ 349,800)

Area Managers $ 0 (3 328,606) (3% 328,606)

Operating Costs $ 0 $ 806,400 $ 806,400

Administrative Overhead $ 0 ($ 204,549) ($ 204,549)

Total Local Cost $ 0 $ 10,345,821 $ 10,345,821
Total Cost of Property Tax $ 10,422,376 $ 10,746,769 $

324,393

56 36
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LONG RANGE EEFECTS OF PROPOSED LEGISLATION:
Fiscal Impact:

Revenue Impact:

The proposal is expected to result in an erosion of the property tax base through time. Under the assumptions, the
reduction in the tax base at the end of 5 years after implementation would reduce revenues from the university
leyy by $1,857,912 and to the school foundation program by $13,934,344. These revenue reductions would require
offsetting appropriations from the state general fund. , o

Expenditure Impact:

FY90 and Beyond

' qurent Law Proposed Law Difference
Property Tax Program $ 10,422,376 $ 400,948  ($10,021,428)

Fund Information:

The expenditure impact table provides estimates of the potemtial savings to the state general fund. These savings
would be reduced through time by the erosion in the property tax base amd its affect on university amd school
foundation program revenues. At the ead of 5 years, there would be a net increase in general fund expenditures of
approximately ss‘a millton ($1.9 million + $13.9 million - ;10 nnuan‘i._

EFF] ~ RE JE AND EXPENDITURES: :

The prop«sal mld .shift the cast of the property tax to lecal governments. Under the assumptions stated abeve,
the cost to lecal governments of property assessment and appraisal would increase by $10,345,821 in FY90 and
$9,575,821 in the following years ($10,345,821 less $770,008 in equipment costs). These additional costs would
require a like increase in property taxes levied, assuming there is no offsetting deerease in other areas of local

. expenditures.

The reductions in the local tax base expected due to the pruposal mmld result in g shift in the local property tax
burden to properties that are pmgerly -s&essed.
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SB 0036/02
CONSTITUTIONAL AMENDMENT
COMMITTEE
ON TAXATION
RECOMMEND DO NOT PASS
SENATE BILL NO. 36

INTRODUCED BY E. SMITH
A BILL FOR AN ACT ENTITLED: "AN ACT TO SUBMIT TO THE
QUALIFIED ELECTORS OF MONTANA AN AMENDMENT TO ARTICLE VIII,
SECTIONS 3 AND 4, OF THE MONTANA CONSTITUTION TO REMOVE THE
RESPONSIBILITY FOR PROPERTY TAX APFRAISAL, ASSESSMENT, AND
EQUALIZATION FROM THE STATE AND RESTORE IT TO THE COUNTIES

UNDER THE POLICY CDIRECTION OF AN EQUALIZATION COMMISSION."™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Article vIII, section 3, of The

Constitution of the State of Montana is amended to read:
"Section 3. Property tax administration. The-state In

each county the assessor shall appraiser and assessy---and

egquatizre the valuation of all property situated wholly

within the county which is to be taxed in the manner

provided by law. The legislature shall provide for the

appraisal and assessment of all gross and net proceeds and

for property that is located in more than one county."

Section 2. Article vitr, section 4, of The
Constitution of the State of Montana is amended to read:
"Section 4. Equal valuation - equalization

commission. (1) All taxing Jjurisdictions shall use the

assessed-valnation-of property valuations established by-the
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state under policy quidelines established by the

equalization commission.

(2) t(a) The equalization commission shall be composed

of seven members appointed BY THE GOVERNOR, SUBJECT TO

CONFIRMATION BY THE SENATE, £for such terms and in such a

manner as provided by law. Phe-membersy-and-their-appointing
authoritys—-ares

tity-—kwo--county--commissionersy-—appointed--by-—county

commissioners;

tiijAtuu———ccunty‘——assessor57———appointed-——b!-—eauntx

assessorar—and

{tity-three——pubiic--members;--one-—appeinted—-by-—-the

senatey--one——appeinted-by-the—house-sfé-representativesy-and

one-appointed-by-the-governors

(b} The equalization commission shall establish policy

guidelines for equal appraisal and assessment of property

and promulgate rules for equal appraisal of all property

within the state."”

Section 3. Submission to electorate. This amendment
shall be submitted to the electors of Montana at the general
election to be held November 8, 1988, by printing on the
ballot the full title of this act and the following:

[] FPOR amending the Montana Constitution to return

property tax appraisal, assessment, and equalization

to the counties under the supervision of an

-2~ SB 36
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equalization commission.

AGAINST amending the Montana Constituticn to return
property tax appraisal, assessment, and equalization
to the counties wunder the asupervision of an

equalization commission.

-End-

-3- SB 36
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S8 0036/02
CONSTITUTIONAL AMENDMENT

SENATE BILL NO. 36
INTRODUCED BY E. SMITH
A BILL FOR AN ACT ENTITLED: “AN ACT TO SUBMIT TO THE
QUALIFIED ELECTORS OF MONTANA AN AMENDMENT TO ARTICLE VIII,
SECTIONS 3 AND 4, OF THE MONTARA CONSTITUTION TQ REMOVE THE
RESPONSIBILITY FOR PROPERTY TAX APPRAISAL, ASSESSMENT, AND
EQUALTZATION FROM THE STATE AND RESTORE IT TO THE COUNTIES

UNDER THE POLICY DIRECTION OF AN EQUALIZATION COMMISSION.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Article VIII, section 3, of The

Constitution of the State of Montana is amended to read:
“gSection 3. Property tax administration. FThe-state In

each county the assessor shall appraisey and assessy---and

equatize the wvaluation pE all property situated wholly

within the county which is to be taxed in the manner

provided by law. The legislature shall provide for the

appraisal and assessment of all gross and net proceeds and

for property that is located in more than one county.”

Section 2. Aitlcle vIiil, section 4, of The

Constitution of the State of Montana is amended to read:
valuation -

“Section 4. Equal equalization

commigsion. {1} All taxing jurisdictions shall use the

asseased-valuation-of property valuations established by-the
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atake under pelicy guidelinea established by the

equalization commission.

{2) (a) The equallization commission shall be compcsed

of seven membera appointed BY THE GOVERNOR, SUBJECT TO

CONFIRMATION BY THE SENATE, for such terms and in such a

manner ag provided by law, The-membersy-and-their-appeinting

avthorityy-ares

ti}-—twe--county--commissioneray-—appointed--by—-eounty

eonnissionerssy

tity-two-——county-——ansessorsy-—-—appointed---by--county

assessorsy —and

fiity-three--public--members;-—one-—appointed—-by——-the

Senatey——one—-appointed-by-the-hocuse-of-representativesy-and

one-appointed-by-the-governors

{b) The equalization commisgsion shall establish policy

guidelines for egual appraisal and assessment of property

and promulgate rules for equal appraisal of all property

within the state."

Section 3. Submission to electorate. This amendment
shall be submitted to the electors of Montana at the general
election to be held November 8, 1988, by printing on the
ballot the full title of this act and the following:

[0 ror amending the Montana Conatitution to return

property tax appraisal, assegsment, and equalization

to the counties under the supervision of an

-2- SB 36
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egualization commission.

[J AGAINST amending the Montana Constitution to return
property tax appraisal, assessment, and equalization
to the counties wunder the supervision of an
equalization commission.

-End-

-3- $B 36
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SB 0036/02

CONSTITUTIONAL AMERDMENT

SENATE BILL NO. 36

INTRCDUCED BY E. SMITH

A BILI, FOR AN ACT ENTITLED: "AN ACT TO SUBMIT TO THE
QUALIFIED ELECTORS OF MONTANA AN AMENDMENT TO ARTICLE VIII,
SECTICNS 31 AND 4, OF THE MONTANA CONSTLTUTION TO REMOVE THE
RESPONSIBILITY FOR PROPERTY TAX APPRAISAL, ASSESSMENT, AND
EQUALIiATION FROM THE STATE AND RESTORE IT TO THE COUNTIES

UNDER THE POLICY DIRECTION OF AN EQUALIZATION COMMISSION,"

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Article vIII, section 3, of The

Constitution of the State of Montana is amended to read:
"Section 3. Property tax administration. fhe-state In

each county the assessor shall appraisers and assessy---and

equatize the wvaluation of all property situated wholly

within the county which is to be taxed in the manner

provided by law. The legislature shall provide for the

appraisal and assessment of all gross and net proceeds and

for property that is located in more than one county."

Section 2. Article VIII, section 4, of The
Constitution of the State of Montana is amended to read:
valuation -—

"Section 4. Equal equalization

commission. (1} All taxing jurisdictions shall use the

assessed-vatuatien-of property valuations established by-the
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seate under policy guidelines established by the

equalization commission.

(2) {a) The egualization commission shall be compcsed

of seven members appointed BY THE GOVERNOR, SUBJECT TO

CONFIRMATION BY THE SENATE, for such terms and in such a

manner as provided by law. The-members;-and-their-appointing

authorstyy—ares

ti4--two-—county--commissioners;—-appointed--by--csunty

commissioners;

tity-two---county---assessars;-—-appointed-—-by--couney

assesaors;-and

tt+i}-three——public—-members;--one--appointed--by---the

senater-—one--appeinted-by-the-house-sf-representativesz-and

one—appainted-pby-the-governors

(b) The equalization commissicn shall establish policy

uidelines for equal appraisal and assessment of property

and promulgate rules for equal appraisal of all property

within the state.”

Section 3. Submission to electorate. This amendment
shall be submitted to the electors of Montana at the general
election to be held November 8, 1988, by printing on the
ballot the full title of this act and the following:

E] FOR amending the Mcntana Constitution to return

pioperty tax appraisal, assessment, and egqualization

to the counties under the supervision of an

-2- SB 136
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equalization commission.
AGAINST amending the Montana Constitution to return
property tax appraisal, assessment, and equalization
to the counties under the supervision of an
egualization commission.

~End~

-3- SB 36





