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BILL/RESOLUTION NO. HB 1198

2003 HOUSE STANDING COMMITTEE MINUTES

House Political Subdivisions Committee

Q Conference Committee

Hearing Date: January 30, 2003

Minutes:

e 1 ]

(0.0) REP. GLEN FROSETH: We will open the hearing on HB 1198, I will have the clerk

take the roll. We have a quorum.

(32 REP. GII. HERBEL: Testimony in support of HB 1198, (See attachment #1) The State i

Tape Number Side A Side B Meter #

1 X 0.0-51
1 X 0.0-12.0
Committee Clerk Signature W&MW 2-10-0>

Equalization board may not alter the final decision of the Commissioner,
(5.2) REP. NANCY JOHNSON: The State Tax Equalization Board looks at the value of

similar land across the entire state. If you put this at the local level, how do you propose to make

the values that the local level puts on their Ag. land equitable with the rest of the state land.
(5.6) REP, GIL HERBEL: This used to be that way, where they did it at the local level, There
was some concern on what you just indicated. The Tax Equalization Board has taken over that
authority. But the problem is the pendulum never stays in the middle. We in Walsh County have

absorbed a 42% increase in evaluation, and the property hasn't gone up, based on the Ag formula.
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" (1DREP.GIL HERBEL: I think it goes back to the late 1970's, I met with a nine county

Page 2
House Political Subdivisions Committee
Bill/Resolution Number HB 1198

e = SO

We believe that we know better what's happening and want to make that decision locally rather
than having someone here at the State determine that. Could this possibly happen. I don't think it
will happen, because you still need a certain amount of money to render counties in the school

distriots.

(6.5 REP. CAROL NIEMEIER; Will the State Equalization Board have any input at all?
(6.6) REP. GIL HERBEL: They will in terms of continuing the Ag statistic formula, The Ag

community will do nothing differently than what they've done before. The information that
coines out of NDSU will be used as a guideline for these people to determine whether or not they

want to go up or down.

(7.1) REP. DALE SEVERSON: How long has the Tax Equalization Board been doing this? Is

there concern for other counties or just yours?

\__/

region in early December. And the nine counties, which represents a variety of types of land, all
voted in favor of this.

(8.0) REP. DALE SEVERSON: Have you had the opportunity to talk to State Equalization
Board?

(8.2) REP, GIL, HFRBEL.: I did not.

(8.3) REP, NANCY JOHNSON: Did you prepare any drafting of the bill to the consideration to
the removal of the area's that say per tax year 1999? Are some deletions possible?

(8.6) REP. GIL HERBEL: I did not, I gave the information to the Legislative Council and
John Walsh, It was in statute nt the time. Yes, it could be amended.

i g i e
R

Y

\) (8.9) REP, MIKE GROSZ: What are your thoughts of putting a cap on it?
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(9.1) REP. GIU HERBEL: 1 did not because I still believe in local control, If you don't abject,

e g

there is going to be an amendment offered.
(9.6) REP. ROBIN WEISZ: Testimony in support of HB 1198, I believe in bringing local

control back to the counties, (See attachment #2, proposed amendments)

{12.0) REP. PALE SEVERSON;: The biggest tax they have is the school district tax. This
will not change that scenario?

(12.3) REP. ROBIN WEISZ: No, this will not affect the evaluation that that school district is

going to use to enroll,
(13.6) REP. NANCY JOHNSON: This just applies to agriculture and land?
(13.6) REP. ROBIN WEISZ; This just applies to Ag land. "

N (139) REP. BRUCE ECKRE: What I hear from other people, they don't believe that it's

\
N

equalization that's the taxes, because they believe the State is not providing proper funding to our

counties and schools. Won't this reduce property tax on Ag land, but not on the cities?

(14.1) REP. ROBIN WE]SZ: Again, it's up to local control.
R: Testimony in support

of HB 1198, (See attachment #3)
(22,0) REP, RON IVERSON: Did the State Board of Tax Equalization give you a reason why

they would not take suggestions into consideration about the bureau?
(22.1) MAC HALCROW: The law says that they have the ability to go to zero. The board has
made a decision that they will only abate 5%.

(22.4) REP. GIL HERBEL: This plus or minus five is not in the statute,
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"N Hearing Date: January 30, 2003

(22.4) MAC HALCROW: I believe that to be a true statement, My home county has the

highest taxable valuation of Ag land in ND, We've already gotten next years certification and it's
supposed to go up 9.75%. T
(23.3) REP. GLEN FROSETH: Have you heard the proposed amendment, and do you agree
with it?

! 23.5MAC BALCROW: I guess ] knew about that amendment and I suppose we can live with
it

(24.1) REP. MIKE GROSZ: When the State Board of Equalization told you no, did you go
back in and reduce the number of mills?

S e TN T e

(24.2) MAC HALCROW: Yes, but the County Commission controls about 20% of the mills
7 levy. We have lowered the mill levy of the county every year I've been here. But to say that it was

-

lowered over all is not a true statement, because we control only 20% of the total.

(25.1) WILLIAM GORDER: WALSH COUNTY COMMISSIONER: (Testimony in

support of HB1198.) There is a problem there. I do not fully understand the NDSU formula., It is

very complicated. The bottom line is we could have control over Ag evaluations. I'm willing to
take that responsibility. My constituents ask me why does it keep going up? We really don't have

any control over it.

(28.1) REP. WILLIAM KRETSCHMAR: In your county, do the assessed valuations put on
the land, are they in comparison to market values?

| (28.4) WILLIAM GORDER: They are all over the board, We have a coat rail that is supposed
to come into play. It's called Arc View, We're going to try to access the land by it's value, the
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-  Hesring Date: January 30, 2003

higher land will pay more tax, the lower less expensive land will pay less. We're two years into
the program and I think it will be ready in a year. We hope it will be more fair.

COUNTY: (Testimony in opposition of HB 1198.) (See attachment # 4)

(39.6) REP. GIL HERBEL: Arvid, you had some concern about the Foundation Aide Force.
Does that commend to address your concern that Rep. Weisz put in? !

(40.1) ARVID WINKLER: Yes it would but, basically we're keeping two sets of books. You're
better off defeating the Bill and just go by the procedures in the first place. If you bought a

business for $100,000, you're going to get accessed made for $100,000. If you bought a house for
$100,000, you're going to get accessed for $100,000. But if you buy some Ag land for $100,000,
TN you're going to get accessed at, luckily 70% according to the state numbers. The state averages is

e 70.8% in this median thing.

(42,1) SANDY CLARK: ND FARM BUREAU: (Testimony in opposition of HB 1198.) (See
| attachment #5 and manual #6)
(TAPE 1; SIDE B:)

(3.9) SANDY CLARK: (ONGOING TESTIMONY)

{4.4) REP. ALON WIELAND: You said that the 5% variance is not in statute or in
administrative rule. What ig it?

{4.6) SANDY CLARK: It was established by the State Board of Equalization some time ago.

How that was established, you'll have to ask the Board or Tax Dept.

(4.8) REP. ALON WIELAND: You also stated that you would not like to see it in either. You
\) would not support that?
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(4.9) SANDY CLARK: We wouldn't want to place the statute, because once you start putting so
much in statute, then you don't loose the flexibility of being able to do what you are talking about
right here. I'd have to go back and talk about that in our committee, because we have not
discussed it in that manner. I do caution, it may be a compromise at best, But we would caution
that there might be variation, less variation.

(5. ) REP. GIL HERBEL: You mentioned that there is a Bill in the Senate that deals with the
capitalization rates. You are aware of the Bill in the House on capitalization rates already failed?

(5.8) SANDY CLARK: Yes, we did oppose that Bill,
(6.1) REP. GIL. HERBEL: Is it of your opinion then that you don't have any confidence in
what the County Commissioners at the local leve! would do with this authority?

(6.9) SANDY CLARK: Not in any way, we have a great deal of confidence in the County

Commissioners and in local government. Our opposition is based on uniformity across the state

and the appeal process.

COMMISSION: Testimony in opposition of HB 1198. (see attachment #7)

(12.0) REP. GLEN FROSETH: Any more testimony in opposition? Hearing none, we will
close the hearing on HB 1198,
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2003 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. HB 1198
House Political Subdivisions Committee

O Conference Committee

Hearing Date: February 13, 2003
Tape Number Side A Side B Meter #
2 X 41.4-53.2
3 X 0.0-3.5

Minutes:

L *
(]

Committee Clerk sw% i/)mdf 393 |

(414) CHAIRMAN GLEN FROSETH: We will open the hearing on HB 1198, Rep. Hetbel
has an amendment to offer. Also another amendment has been offered by Rep. Weisz.
{42.4) REP. ANDREW MARAGOS: I WILL MOVE THE AMENDMENT.

(42,7 REP. WILLIAM KRETSCHMAR: ISECONDIT.
(42.8) REP. GIL HLRBEL: What this amendment docs is clarify and only applies to

agricultural property. It's on page 3, line 19,
(43.7) CHAIRMAN GLEN FROSETH: Any discussion on the amendment? I will take a

voice vote on amendment 102;: 14-y; 0<n; 0-absent; the amendment carries. We have another

amendment offered by Rep. Robin Weisz, in regards to protecting the school districts from the

possibly reduced assessment value.
{444) REP. MIKE GROSZ: 1WILL MOVE AMENDMENT #101.
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| House Political Subdivisions Committee
Blll/Resolation Number HB 1198 :
[ m Hearing Date: February 13, 2003 j
i
!

{44.5) REP. ALON WIELAND: ISECONDIT.
(44.7) CHAIRMAN GLEN FROSETH; Any discussion on amendment #101? Hearing none,

I will take a voice vote on amendment #101:  14-y; 0-n; 0-absent; THE AMENDMENT
CARRIES.

(45.2) REP. ANDREW MARAGOS: I WOULD MOVE A DO PASS AS AMENDED.
(45.3) REP. DALE SEVERSON; ISECONDIT.

(45.6) CHAIRMAN GLEN FROSETH; The Senate is also working on another Bill, SB
#2390 which addresses ag property valuations.

(46.4) REP, GIL HERBEL: I would like to address a couple of issues that were brought up

during testimony. | know that the Farm Bureau had a concern that on one of these pages, John

A A A A i B A e e s aent . A B et R e

13 Walz had changed the word from “determined"” to "estimated”, and the reason that was done was

| because there are some crop lands that are not harvested, so the term estimated is more
appropriate. Also the counties taking over valuations, that they have to catch up. I understand that
most of the counties already basically 2?77, On the mill levy if they drop the valuation, how are

they going to run their programs, I don't see that as being a real issue either, There was concern
by the Tax Department on the appeal process. I really believe that the appeal process is still in
effect, it's called an election. If the County Commissioner chooses to drop valuations on Ag land
and increase the taxable value, residential or commercial property, those people also vote, If
you're not satisfied and want to appeal this process, you have to come to the state. Pembina

County attempted to do that 2 years ago, their valuations went up like 11 or 12 percent. They

o Yt i

| voted to take the entire 12 percent away. The Tax Equalization Board said no and they were
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Bill/Resolution Number HB 1198 t
~~  Hearing Date: February 13, 2003 i

!
3
going to do it anyhow. They threatened to put the Auditor in jail, All in all, the appeal process ;
stifl works best at the local tevel, (53,2) {
f

TAPE 3; SIDE A:
0.0) REP. GIL HERBEL: (Continued testimony.)

| (0.2) REP. ALON WIELAND; The way I understand the Bill, the County Commissioners can
still accept the methodology for how their land is being sectioned out, they can still utilize that
source if they want to.

{0.5) REP. MIKE GROSZ: The budgets of these different political subdivisions met and told
all residents that they need to collect. And on this side we have all of the assessments, property of
agriculture, residential and commercial. Now when you take the total budget that they need and

i/’“ “) divide it by the total assessed value. So agriculture gets shifted to residential or commercial, I've
never been one to vote for a tax shift, but we need to provide some mechanism to help us out on

this side of the equation and have property taxes on this side of the equation.

(1.1) REP. GIL HERBEL: I would like to emphasize the fact that if you take a look at what's

happening in our area, the increases are municipal compared to what's happening on the

Agricultural land,
(1.5) CHAIRMAN GLEN FROSETF. I Any further discussion? I'll have the clerk take the
Roll Call Vote: 9-y; 5-n; 0-absent; Carrier: Rep. Herbel. (3.5)
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February 13, 2003
L

HOUSE AMENDMENTS TO HOUSE BILL NO. 1198 po1 Sub 2-14-03

Page 1, line 1, after "sections” Insert "15,1-27-05," and after "67-02-27.2" insert a comma

Page 1, line 2, after the first "to" insert "determination of net assessed and equalized valuation
of agriculiural property for purposes of the school district equalization factor and"

Page 1, after line 4, insert:

"SECTION 1. AMENDMENT. Section 15,1-27-05 of the North Dakota Century
Code is amended and reenacted as follows:

15.1-27-05. (Effective through June 30, 2004) School district equalization
factor. To determine the amount of payments due a school district, the superintendent
of publlc instruction shall add the tuition apportionment payments, per student
payments, special education ald, transportation aid, and teacher compensation
payments for which a school district is eligible and from that total subtract the following:

1. The product of thirty-two mills times the latest available net assessed and
equalizecli valuation of property in the district. However. for py
’ net 388¢ : ’

gssed and equalized vatuation of ag r‘Lp_rm

i 5 dis Ct UNae

=
D £ ==

2. The amount by which the unobligated general fund balance of the district
on the preceding June thirtieth is in excess of seventy-five percent of its
actual expenditures plus twenty thousand dollars.

(Effective after June 30, 2014) School district equalization factor. To
determine the amount of paymenis due a school district, the superintendent of public
instruction shall add the tuition appottionment payments, per student payments, special
education aid, transportation ald, and teacher compensation payments for which a
school district is eligible and from that total subtract the following:

1. The product of thirty-two miils times the latest available net assessed and
equalized valuation of property in the district. tl_oy_e:@_foiigu[piqgeg_gt
f

determining net assessed. lized valuation of
in the district under th ion ¢ | ral val r acr
estimated by the agriculiural economics department of North Dakota state

university under subsection § of section 57-02-27.2 for cropland,

2. The amount by which the unobligated general fund balance of the district
on the preceding June thirtieth is in excess of fifty percent of its actual
expenditures, plus twenty thousand dollars.”

Page No. 1 30312.0104
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Page 3, line 19, after “astimates” Insert "
agriouttural property” |
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Roll Call Voto #: s
2003 HOUSE STANDING COMMITTEE ROLL CALL VOTES |
BILL/RESOLUTION NO. {43
|
House "POLITICAL SUBDIVISION" Com..uittee
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February 14, 2003 3:26 p.m.

Carrler: Herbel

insert L.C: 30312.0104 Titie: .0200
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4 ™ REPORT OF STANDING COMMITTEE
HB 1198: Political Subdivisions Committes (Rep. Froseth, Chalrman) recommends
AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS
(9 YEAS, 5 NAYS, 0 ABSENT AND NOT VOTING). HB 1198 was placed on the Sixth
order on the calendar.

Page 1, line 1, after "sections” Insert *15.1-27-05," and after "57-02-27.2" insert a comma

Page 1, line 2, after the first "to" insert "determination of net assessed and equalized valuation
of agricultural property for purposes of the school district equalization factor and*

Page 1, after line 4, insert;

*“SECTION 1. AMENDMENT. Section 16.1-27-05 of the North Dakota Century
Code Is amended and reenacted as follows:

18.1-27-05. (Effective through June 30, 2004) School district equalization
factor. To determine the amount of payments due a school district, the superintendent
of public instruction shall add the tultion apportionment payments, per student
payments, special education aid, transportation aid, and teacher compensation
payments for which a school district is eligible and from that total subtract the following:

1. The product of thirty-two mills times the latest available net assessed and
equalized vafuation of property In the district. However, for purposes of

2. The amount by which the unobligated general fund balance of the district
on the preceding June thirtieth is in excess of seventy-five percent of its
actual expenditures pius twenty thousand dollars.

(Effective after June 30, 2004) School district equalization factor. To
determine the amount of payments due a school district, the superintendent of public
Instruction shall add the tuition apportionment payments, per student payments, speclal
! education aid, transportation ald, and teacher compensation payments for which a
! school district is eligible and from that total subtract the following:

| 1. The product of thirty-two mills times the latest avallable net assessed and
{ equalized valuation of property in the district. However, for purposes_of
, determining net lized v } ri

‘ In the district under this subsection, the average agricultural v r acr
.estimated by the agricultural economics department of North Dakota state
MJ%IQMMJM.MMQ&!&?.&M&L;&L{EM for the county must be
applied to the acreage within the district In each of those categories of

1 N

2. The amount by which the unobligated general fund balance of the district
on the preceding June thirtieth is In excess of fifty percent of its actual
z Ny expenditures, plus twenty thousand dollars."
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|~ 30-03
¥ - TESTIMONY
HB 1198
Renresentative Gil Herbel

Presently the final authority in determining ag valuations rests with the
State Tax Equalization Board. What HB 1198 does is returns this authority
back to the county commissioners to make that final determination.

We as a legislature and citizens of the State of North Dakota continue to
espouse the importance of local control. Here is an opportunity to do just
that.

My question on this issue is, who would know better about what is
happening with ag valuation than those at a local level? Since only one

N mill of these property taxes goes to the state, why would we need the
- State Tax Equalization Board located in Bismarck to make this

determination at a local level?

This bill does not change the formula for determining ag valuations. We
would still use the formula as a guideline for the commissioners to go by.
However, the final authority for any increases or decreases will rest on the
commissioners at the local level.

| urge you to support HB 1198. Thank you.
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X a 30312.0101 Prepared by the Legislative Gouncil staff for
/ Title. Representa%lve W
January 20, 2003

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1198

Page 1, line 1, after “sections" insert "15.1-27-05," and after "57-02-27.2" insert a comma

Page 1, line 2, after the first "to" insert "determination of net assessed and equalized valuation
of agricultural property for purposes of the school distriot equalization factor and”

Page 1, after line 4, insert;

"SECTION 1. AMENDMENT. Section 16.1-27-06 of the North Dakota Century
i Code Is amended and reenacted as follows:

15.1-27-05. (Effective through June 30, 2004) School district equalization
factor. To determine the amount of payments due a school district, the superintendent
of public instruction shall add the tuition apportionment payments, per student
payments, speclal education aid, transportation ald, and teacher compensation
payments for which a school district is eligible and from that total subtract the following:

5
i

r S 1. The product of thirty-two mills times the latest available net assessad and
|

equalized valuation of property in the district. However, for purpeses ¢
getermining net assessed ang equalized valuation of aaric Al propeft

1 B LS| O INIS SUDSeCLON ne & ::{I::VOQ Y ' : N DT aUTs
-4 l ROV DY (NIQ &y I l" BCONOMICS gdeparime ' INOITN Daxola state
’ " niversity under subsectia N5 of section 57-02-27. (

2. The amount by which the unobligated general fund balance of the district
on the preceding June thirtieth is in excess of seventy-five percent of its
actual expenditures plus twenty thousand dollars.

(Etfective after June 30, 2004) School district equalization factor. To
determine the amount of payments due a school district, the superintendent of public
Instruction shall add the tuition apportionment payments, per student payments, special
education ald, transportation ald, and teacher compensation payments for which a
school district Is eligible ancl from that total subtract the following:

t.

% 2. The amount by which the unobligated general fund balance of the district
: on the preceding June thirtieth Is in excess of fifty percent of its actual
expenditures, plus twenty thousand dollars.”

Renumber accordingly
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My name is Arvid Winkler, I am a farme1 and township assessor in Barnes
County. I have been the Cuba Township assessor since 1977. I have a bachelor’s degree

in oivil engineering from NDSU,

I am very much opposed to HB 1198. It strikes me that the bill will do little good,
but has the potential to do considerable harm.

The state board of equalization currently permit’s the counties to comply with the
NDSU valuations by means of a tolerance. Thus the county valuations can be higher or
lower than the NDSU determination as long as the variation remains within the accepted

tolerance,

The proposed limitation for the state board of equalization on page 5 strikes me as
being unreasonable. It is this very board which keeps some semblance of order in this
whole process. In 1994 my township worked through the state board of equalization to

undo some manipulations done by the local county commissioners. Another township in
the county took the same route about 1996 to force implementation of some new

procedures.

We need to maintain some relevance in the valuation procedures for commercial,
residential, and agricultural property in order that each class of property bear its proper
proportion of the eventual tax burden.

There are several dates in the agricultural land assessment process that are fixed by
statute,

1) By December first NDSU is to report valuations by classification to the tax
commissioner,

2) By January first the tax commissioner is to certify valuations to the counties.
3) By February first the local assessor is to start the valuation process.

4) The local township equalization meeting is to be held on the second Monday in
April,

5) The county equalization meeting is to be held in June,
6) The state equalization meeting is to be held in August.
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In addition, the counties need to report their acres by the various classifications of
cropland, noncropland, and inundated to NDSU by the end of October for use in
calculating the average value of agricultural land in the county. The proper reporting of
these acres is essential in determining agricultural property valuations in the county.

Making this legislation effective after the 2003 taxable year would solve these
scheduling problems, The problems caused by some emergency legislation in the 1999
session regarding inundated acres need not be repeated.

If you insist on passing this legislation, I would suggest you edit the various old
implementation language for those taxable years prior to 2000 on page 2. HB 1055 used
agribank rather than federal land bank.

Reporting of production by the individual producers in each county to the ND
Statistics Service is done on a voluntary basis when requests are made. Voting is also
voluntary. The more the cooperation, the better the results.

I will be happy to answer any questions the committee may have on this issue.
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North Dakota Farm Bureau www.ndfh.org

House Political Subdivisions Committee
January 30, 2003

Testimony by North Dakota Farm Bureau
presented by Sandy Clark, public policy team

Good morning, Mr. Chairman and members of the committee. For the record, my
name is Sandy Clark and I represent North Dakota Farm Bureau, We appreciate the

opportunity to appear before you this morning. ‘ ;
Property taxes have always been a high priority for North Dakota Farm Bureau. |
Without question the ag productivity formula is complicated. But just because it is
complicated and many people do not understand it dees not mean it is flawed or that it is
not working,
"""" North Dakota Farm Bureau opposes HB1198. When you change the language from
“determined” to “estimated” and give county commissioners the authority to arbitrarily
establish land values, this bill suddenly makes the ag productivify formula simply an
advisory tool. Under this bill, there would be no true consistent mechanism to establish
land values. County commissioners would simply establish the average county land value
as they saw fit. This is a dangerous road to travel.

This system would probably only work for one year. In subsequent years, counties
could be so far off from any “true” value that you would no longer have any uniformity
across the state, If a county continued to lower the land valuation, some day they would
have to take a huge increasc and then they would be in real trouble. Before the ag
productivity formula was put in place, some counties were in that position. What is the
purpose in traveling down that road again?

At the same time, there would be even greater variation in land valuations on

property between counties on land on either side of a county line. We have variation now,

k but that would increase. And, of course, school districts cross county lines,

Onefuture. Onevoice,
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The two methods of establishing land valuations are the ag productivity formula or
the old market value/sales ratio.

If this bill was implemented and it failed, you have a real risk of going back to sales
ratio, None of us wants to go down that road again,

Another concern we have with this bill is the appeal process. If the State Board of
Equalization cannot change the land valuations set by the county, then there is no state
appeal process for ag landowners. Their only recourse would be the county board of tax
equalization. Residential property owners would still have a state appeal process. Now,
I’m not a lawyer, but I have to question if this would become a legal issue.

As legislators you have an obligation to establish laws that serve the needs of all the
residents in the state. I urge you to use extreme caution when you start to consider
changes in the law that will serve the needs of one area of the state to the detriinent of the
remainder.

There are ways to lower property taxes when land valuations are high, county
commissioners can simply reduce the mill levy and they will generate the same number
of dollars,

Another method would be to change the +/-5% variation that is available to counties.
At this point I would like to distribute a manual that we put toge‘her that includes every
calculation in the ag productivity formula. Beside each calculation is a description of the
calculation,

This is obviously complicated reading. But we only provide it to you as a resource
tool as you study the formula. I draw your attention to page 12. This explains the process
of how the State Board of Tax Equalization functions, as well as county tax directors and
local tax assessors.

The State Board of Tax Equalization distributes the land valuations to the counties.
and the ~ounty tax assessor and local assessors place determine land valuations on each
parcel of land within the county using soil type. When they have completed their work.
th. average county land valuation can vary +/- 5% from what the State Board of Tax

Equalization determined,
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The State Board of Tax Equalization established this variance many years ago. It is
not in statute or administrative rule. An attorney generals opinion has established that the
+/-5% is a reasonable level,

However, maybe you could go to the Board of Equalization and request a change to
+/-10% variance, There would be no need to change the statute, We would not support
adding the variance level to the statute,

The +/- 10% would probably be the upper limit that you would want to go. Anything
over that would probably be ruled no longer reasonable

This method is certainly not our first choice because you will still have a huge
variation between counties. If one county raised 10% and the neighboring cously reduced

10%, you would have a 20% variation in land valuations. But in our opinion that option is
better than the bill you have before you today.

North Dakota Farm Bureau concurs that land valuations and property taxes are too
high. We support a bill that will be heard in the Senate. It is SB2390. Now I don’t mean
to testify on another bill here, but I do want to point out that there is another option
available that will do what iiis bill is intended to do without jeopardizing the formula
itself

SB2390 places a floor on the capitalization rate of 9.5%. You will find the
capitalization rate explained on page 10 in your manuals, The capitalization rate is simply
the interest rate over the last 12 years with the high and lows dropped and the remaining
ten averaged. The capitalization rate is the last divisor in the formula. As interest rates go
down, the capitalization rate goes down and land valuations go up.

A floor on the capitalization rate will keep land values from going higher than they
were in 2000,

In conclusion, Mr, Chairman, NDFB urges a “‘do not pass” recommendation to
HB1198. Thank you and I would entertain any questions.
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* Dwight Aakre, Farm Management Specialist, NDSU Extension Service,
for his assistance and cocoperation in the production of this information.
* ND Tax Department for reviewing this presentation.

Sources of information and statistical data:

* Formula and its related statistics from Dwight Aakre, NDSU

*ND Ag Statistics Service  « ND Legislative Council
« State Tax Commissioner  « North Dakota Century Code

Not to be reprinted without express writien permission
of Nortk Dakota Farm Bureau

History -~ Productivity Formula Established in 1881

Until 1981, ag property taxes were based on sales ratio and market value. The
1981 Legislative Assembly restructured property tax assessments in the state
and changed the basis for valuation of agricultural property to a formula to
determine its productive value. True and full value of agricultural property for
property tax purposes is now based on productivity, as established through
computation of the capitalized average annual gross retumn of the land as made
by the NDSU Fxtension Agricultural Economics Department as required by

North Dakota Century Code Section 57-02-272.
N
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; Glossary of Terms
Ad Valorem Tax: A tax based on the value of the property subject to tax. Property tax
is an ad valorem tax.

Agricultural Productivity Formula: A formula used to establish the valuation and
assessment of agricultural lands in the state of North Dakota.

Agricultural Property: Platted or unplatted lands used for raising agricultural crops or
grazing farm animals, except lands platted and assessed as agricultural property Srior to

g: March 30, 1981, shall continue to be assessed as agriculturai property until put to a use
=2 other than raising agricultural crops or grazing fiurm animals. The time limitations
fg‘g contained in this section may not be construed to prevent property that was assessed as
o other than agricultural property from being assessed as agricultural property if the
=3 property otherwise qualifies under this subsection. Property platted on or after March
g 30, 1981, is not agricultural property when any four of the following conditions exist:
-3 a. The land is platted by the owner.
i.; b. Public improvements including sewer, water, or streets are in place.

3 c. Topsoil is removed cr topography is disturbed to the extent that the property
1 cannot be used to raise crops or graze farm animals.
'E-g_ d_ Property is zoned other than agricultural.
§-g~ ¢. Property has assumed an urban atmosphere because of adjscert residential or
s commercial development on three or more sides.

f. The parcel is less than ten acres {4.05 hectares] and not contigecus to agricultural
properiy.

g. The property sells for mere than four times the county average true and full
agricuitural value.

Assessed Valuation: Means fifty percent of the true and full value of property.

AUMSs: One AUM is the carrying grazing capacity it takes to support a 1,000 pound
cow and her caif for one month.

JOWY OUY JO SPMBRUEIS S10M 989304

Capitalization: The average interest rate as reported by Agribank, St. Panl, MN

Capitalized Average Annual Gross Return: The value of agricultural land.

PAS UOLIBMLIOAUT UIBRON 03 POJSA} ISP BP0 JO BU0J3ONPO

Cost of Production Index: This index is a reflection of prices paid by farmers for
inpats and indexed for inflation. It is determined by NDSU by comparing Economic
Research Service, USDA, indexes of prices paid by farmers over a period of ten years,
with the high and low years dropped, and averaging the remaining eight years.
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Equalizatios Process: Equalization is a method required by law to adjust assessments

so that they are consistent. Local assessments are reviewed and equalized by the

Township Board of Equalization on the second Monday in April. The Board of County

Commissioners meets within the first ten days of June 0 oqualize among sssessment

districts within the county. The State Board of Equalization has the responsibility to

equalize among counties and assessment districts in a county and meets the second

Tuesday in August.

Farmstesd Exemption: Propesty exempt from property taxes, including fam resi-
dences, farm structures and improvements located on agricuitural lands.

Inundated Agricuitural Land: Property classified as agricuitural property containing
a minimum of ten contiguous acres if the value of the inundated land exceeds ten
percent of the average agricultural value of noncropland for the county, which is
inundated to an extent makirg it unsuitable for growing crops or grazing farm animals
for two consecutive growing seasons or more, and which produced revenue from any
source in the most recent prior year which is less than the county average revenue per
acre for noncropland caiculated by the agricultural economics department of the North
Dakota state university.

Mill Levy. Local mill rates are established to meet the revenue needs of the taxing
district. Each taxing district prepares a budget to determine the money needed to
provide services. To determine the mill rate, the county auditor divides the total
property taxes to be collected for each taxing district by the district’s total taxsble
velne,

Personal Property: Personal property is exempt in North Dakota.

Olympic Average: Used when establishing averages over a period of years, by
dropping the high and low, and averaging the remaining years.

Taxable Valustioa: Signifies the valuation remaining after deducting exemptions and
making other reductions from the original assessed valuation, and is the valuation upon
which the rate of levy finaliy is computed and against which the taxes finally are
extended.

True and Fuil Value: The value determined by considering the eaming or productive
capecity, if any, the market value, if any, and all other matters that affect the actual
value of the property to be assessed. This shall inciude, for purposes of srriving at the
true and fill vatue of property used for agricultural purposes, farm reutals, soil capabil-
ity, soil productivity, and soils analysis. True and full value for residential snd commer-
cial property is market valuoe, as established by the local assessor. True and full valne of
agricultural property is based on productivity as established through computation by
NDSUofmecapmhmdavmgegtmmofdlehd.
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§=i§ ; 1~ The Components .- The lnput Data - V, Cropland Module
g8 |
38 Componenis of Ag Productivity Formula Crops Included in the Module
Er 9l Crop Production of Crops Speing Wheat Winter Wheat Rye
i;eg Total Cropland Acres Duram Sunflower Non Oil Sunflower Oil
) 5’:?. CRP Payments Barley Corn Silage Com Gnain
223 Alfalfa Hay Flaxseed Outs
;;§ 3 Govemnthaymems Flay : ;
s gﬁmim. on Sugas Beets Potatoes Dry Edible Beans
'Y of Production o ) Trrigated Durom Irrigated Spring Wheat  Irtigated Batley
73 Non-Cropland Production (Jivestock grazing) Irrigated Potatoes Irtigated Corn Grain ~ Irrigated Coen Silage
Se Total Acres of Rangeland and Pastureiand Summerfallow
iz Inmdated Lands
" Captaalization Rate (average imtetest rate) County Data to Estimate Gross Cropland Revenue
= e Acreages for crops (that might be grown) and summerfallow (see above)
g Statistical input Data . . . Yield per acre for crops (yield is based on harvested acres, but is divided
% and the National Agricultural Statistics Service of USDA. It is acquired of preventive planting and inundated lands.)

from the September surveys for small graias and December surveys for  prices for crops are adjusted for transportation
row crops that are submitted by farmers and ranchers, who are actively

engaged in farming in North Dakota. If a Iarge perceniage of small

grains are not harvested in September, a call back is done in October.

ud
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The data is scanned both by human and machine method to determine
any gross inaccuracies. NDASS staff call producers if something appears
inaccurate. FAS data is also cross refcrenced as a check.Except for the
capitalization rate, ten years of data are utilized with the highs and lows

dropped and the remaining eight years averaged.

As a result of the collection process and timing, a two-year time lapse
occurs between the actual production year and the property tax year.
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Estimating Gross Return from Crop Production

1) Production of cach crop = Acreage x Yield per Acre

Acreage is based on harvested acres of each crop.
2) Production Irrigated Land = Acreage x Yield per Acre =Total x .5

Irrigated Land: 50% of the anmual gross income from irrigated cropland
must be considered additional expense of production and may not be
included in computation of the average agricultural value per acre for

l cropland for the county. (see #5 below for 15% net effect.)

3) Value of Production = Production x Price

Price is the district price, adjusted for iransportation costs.

4) Landlord share for sugar beet & potato cropland revenues =

Sugarbeets & Potatoes: These high-value crops are weighted differently
Value of Production x 0.2 (20% sugarbeet & potato revenues)

(20%) to reflect higher inputs, rent, crop share, etc.
5) Landiord share for other cropiand revenues =

Value of Production x 0.3 (30% all other crop revenue)

All other crops based on 30% to reflect inputs, rent, crop share, etc.
Trrigated cropland would be the 50% (#2) and then 30% (#5) foranet

effect of 15%.
6) Cropland Revenue = Irrigated Revenue + Sugar Beet/Potato Revenue — (In the instance of irrigated potatoes, 100% of revenue is reduced by
+ Other Cropland Revenue 50% (#2) and then 20% of that (#4) for a nei effect of 10%.
I This is based on all acres, whether harvested or not, but unharvested
7) County Total Cropland Acreage = all crop acreage + CRP acres acres are included at zero and later divided by all total acres.
+ summerfallow acres

I CRP Payments: Data received from Farm Service Agency (FSA)
8) CRP Payments = CRP payments in county x .50 (50%)

« Acres enrolled in CRP program, by county
* Payments for CRP, by county
9) Government Payments = All government payments x 0.3 (30%) * One half of the total CRP payments are entered as CRP gross revenue

Government Payments: Data received from Farm Service Agency

* All government payments (except CR™) for commodities are included

at 30% of gross revenue.
10) Landlord Share of Cropland Revenues = Cropland Revenre (#6)

+ CRYP Payments (#8) + Govemment Payments (#9)

s

wd



=

. —
t

a

8
T
i

L+ 3

SRR SRS SR SUR SR AU i

- S SIS SRR SN Ao by Y TR T
11) Data for the last ten years are collected for Landlord Share of Crop- Cost of Production Index
iy land Revenues (#10), the high and low years are dropped, Cost of Production Index is & reflection of prices paid by farmers for
SaF | and the remaining eight are averaged. inputs and indexed for inflation. It is detzrmined by NDSU by compar-
;§i§ ing Economic Rescarch Service, USDA, indexes of prices paid by
-37-5’,‘;.-; farmers over a period of ten years, with high and low dropped, and
:§§E averaging the remaining eight years.
igﬁ 12) Cost of Production Index = Avg 8-yr index* / Base Year Index**
388 L
532 ** Base Year Index *Annual index of Prices
- Annual Index Example for 2003: of Prices Paid by Farmers 2003 Assessment
gg’i’ 112 /102 (base year) =1.098 x 100 =109.8 ** Base year index is a 7-year base * The aomual index of prices paid by
=fe Vg Je for years,
__.s.s dropped, and the remaining five high and low years dropped, are
g 1 yex;:avemzed collected and the remaining eight are
b | 1995 108 Year Indsx
i; 12) Adjusted Landlord Share of Cropland Revenues (includes cost of production) = 1994 106 2001 12
g} Landlord share of cropland revenues (#11) 1993 -104 2000 s
%‘3, o Cost of Production Index (#12) 1992 101 1999 13
£3 1991 100 1998 113
44 1990 99 1997 i19
¥ 1989 ... 95 1996 115
. #88 , Olympic Averzge oo 102 1995 108
@ :ia- : e 1994 106
“3s : 14) Landlord Share of Gross Return per Acre of Cropland= Example: - _ 1993 104
s £ F : Landlord Share of Annal Return per Acre Cropland Revenue (#13) P02 Qeseyer) = L% W18 1m tot
L/ 233 : Total County Croplaad Acres (#7) (Net effect is reducing value of
"3 : production by 9.8%) 1990 99
='§° Olympic Average ... ... 112
| Zel
-
e
43
=23
g
. 'é?:,g, The next step includes computing the capialized average annual gross
%» *3t return. See page 10.
;«O %i’é— [ g BB NORTHDAKOTAF }mu
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g3 Used Cropiand Productivity Formula
gi’i% f Non-Cropland Module mmgehln':lmmcomny Rangeland AUMSs for county
!:gi Total pastureland acres in county ~ Pastureland AUMS for county
8452 Cull cow income per AUM
iiig Calf income per AUM
11
2s8 ; Estimating Gross Return from Non-Crop Production
;gg ; Estimating the value of native rangeland and pasture involves estimating
£ S the value of calves and cull cows produced per acre of those lands.
s gﬁf These estimates are based on the livestock carrying capacity, measured
3K 273 in animal unit months (AUMs). One AUM is the grazing capacity it
; =§§ takes to support a 1,000 pound cow and her calf for onc month.
5p =25 The AUMs used in the formula were originally established by NRCS for
'ié_'g cach county (see Appendix A, page 16.)
-.§.. }
;ﬁ-} Cull Cow Weight per AUM = 0.25 cwt per month of grazing season Cull Cow Income Calculations
g2 « One sixth of the cow herd is culled each year
Y « Six month grazing season in assumed
E—.‘.i « Production equals 1/6 of 1000 pounds or approximately 1.5 cwt per
ot {3 year or 0.25 cwt per month
&3
A '{—:i , Calf Production per AUM = 0.5275 cwt per month of grazing season —— Calf Income Calculations
3%8 * Production is adjusted for assumed calving rates and heifers held forre-
;°§ placements. These rates were established during the original formula and
=3 have not changed.
%3 f » Assumed calf production for sale per cow is 316.5 pounds or 0.5275
g g‘i 15) Value of Production per AUM = cwt pet month.
3 (Calf production per month x calf price) +
=33 (weight of cull cows per month x cull cow price)
_ 'é.'-:i Vaiue of Production per AUM
. $3¢ 2000 example: « Price is that reported by ND Agricultural Statistics Service. (See page 9
23 $40.00 (cow price per cwt) x 0.25 per cwt (cull cow wt) = $10.00
210 3;; +$98.60 ice per cwt) x 0.5275 per cwt (calf wt) =$52.011
i+ | Total Value of Production per AUM =$62.011/AUM
iii < 1 ) BB, NORTH DAKOTA F; ymu
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Retums for Pastureland and Rangel
16) Returns for Pastureland =
Retums per AUM x Pasturelan.d AUM capacity x Pastureland acres
17) Returns for Rangeland =

Retumns per AUM x Rangeland AUM capacit; x Rangeland acres

18) Total County Non-Cropland Returns =

Retum for Pastureland + Return for Rangeland | based on 25%

19) Landlord Share of Non-Cropland Revenues =

Total Non-Cropland Retuns (#¥18)x 25  Cost of Production

20) Data for the last ten years for Landlord Share of Non-Cropland
Revenues (#19) are collected for total non-cropland returns, the high
and low years are dropped, and the remaining eighr are averaged.

N B B

Gross Annual Return for non-cropland used for livestock grazing is

Cost of Production Index is a reflection of prices paid by ranchers for
inputs and indexed for inflation. Determined by NDSU by comparing
Netional Agricultural Statistics indexes of prices paid.

** Base Year Index of Prices “An of
ear or ¥ 2003 Assessment
Cost of Production Index r—— Paid by Farmers * The aresal index of prices paid by
“Bme;wbuia_&a?wbm Jarmers for the last 10 yecrs, with
21) Cost of Production Index = Avg 8-yr index* Jrom 1995-1989, with highs and lows high and low years dropped. are
Base Year Index** dropped, and the remaining five collected and the remaining eight are
yg averaged. averaged.
22) Adjusted Landlord Share of Non-Cropland Revenue (with costindex) = 1995 108 %‘of 122
Landlord share of no land revenues (#20 1994 166 2000 118
Annual index (#21) 1993 104 1999 , 113
1992 101 1998 113
1991 100 1997 119
1990 99 1996 1S
23) Total Non-Cropland Acres = Pastureland Acres + Rangeland Acres 1989 95 1995 108
Ofympic Average ... 102 1994 106
24) Landlord’s Gross Return per Acre of Non-Cropland = Example: :g ig:
Non-Cropland Revenues (#22) 1127102 (bese year) = 1.098 x 100 = 109.3 1991 100
Non-Cropland Acres (#23) (tiet effect is reducing value of production by 9.58%) 1999 99
Olympic Aversge .................. 112
_ retumn. See page 1. -
( 1 BB, NORTHDAKOTAF  SUREAU
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§§§ . ‘Non-Cropland Example Livestock Prices Used in the Land Value Assssement Model
;_:53 } In 1999, the Stark County value of production for non-cropland is as follows: ng % ﬂs‘,%
g' "gz « Total mgcland in Stark County = 242,200 acres 1991 : $101.60 $46.-4
=§§;! Carrying capacity of 0.55 AUM per acre 3332 s::jg :;ig
!-;E{ o 242,200 x0.55=133,210 AUMs from rangeland 1994 $93.57 $41.05
Sags _ $36.10
ggg : : * Total pastureland in Stark County = 28,720 acres :z gig - 330.:0
£33 Carrying capacity of 0.60 AUM per acre 1997 $75.50 $34.90
£ i 28,720 x 0.60 = 17,232 AUM:s from pastureland 1998 $£77.90 $35.50
g’ g&f ( « Total value of production = % g%g m
s =83 133,210+ 17,232 = 150,442 AUMs x $55.248 per AUM =$8,311,620 2001 $95.50 $40.30
=L =3F |
g %95 « Total acres of pastureland + rangeland = 242,200 + 28,720 =270,920 acres
£ R
¥ iz « Total value of production per acre =$8,311620 / 270,920 acres = $30.679
-2 = Sample does not include cost of production index
;§ = » Landowner’s share of value of production =25 nercent x $30.679 = $7.669
88 per acte
it { S
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i 14) Landlord Share of Gross Return per Acre of Cropland =
§"’ £ Landiord Share of Anngal Return per Acre Cropland Revene (#13)
2%;3 Total County Actes (¥7)
il
gE' P 24) Landlord’s Share of Gross Return per Acre of Non-Cropland =
3% Non-Cropland Revenues (#22)
3% Non-Cropland Acres (#23)
Bas
2g

25) Capitalized Cropland Land Value =

Capitalization Rate

™~ The annual weighted average interest rate is used to capitalize the
landland share of gross revenue. Interest rates are sequired from
Agribank in St. Pav?, uiilizing the iast 12 years with >he high year and

low year droppe, so the interest rate used in the formula is the average
of the remaining ten years.

increase, land valuations will decrease. Land valuations as reflected ir:
this formula are simply utilized to determine property taxes.

Landiord’s Share from Cropland (#14)

0y
'S0}
PIO0 MW
(4

. The impact of capitalization rate is also reflected by the inclusion of cost
Capitalization Rate ofpmchxchonmtoﬂ:cfomml&AnNDSUBeonmnstlnsmdicﬂndthc
i eﬂ‘ectofca;:vmhmuonmexslowemdby&%bydtmhsonofoostof
g : 26) Capitalized Non-Cropland Land Value = production into the formula.
4 Landlord’s Share from Cropland (#24) .. 3
";.. - Capilalimt;:nkt:te Interest rates/interest costs are ofien one of the largest line items in a
;ig farm/ranch budget. Therefore, producers benefit more significantly from
ggg lower interest wmuraws,(becauscot‘tlm:tmpa‘:t'ﬂml itlnsonlandmdmaebmerym;ha
$%3 inferests, as as operating loans) on the negative impact hi
;§% interest rates have on the property tax ag productivity formula and higher
3! land valuations.
c!’.
253
U =3
;i% ,\ Historic Capitalization Rates
L t¢ 1989 ._10.54% 1996 o 10.76%
: 2o 1990 .........10.79% 1997 e 1047%
| 533 1991 oo 1LI2% 1998 10.14%
83 1992 ... 11.35% 1999 oo 9.77%
';}i% 1993 . 11.40% 2000 9.45%
s38 1994 ... 11.40% 2001 o 9.18%
=53 1995 e 11.11% 2002 391%
vE2 2003 e $.53%
g?_!_ ; * The last 12 years are used i the formela with the high and lovw years dropped, so the
5 :_;33 : rate used in the formula is the average of the ten remaining years.
E2 *3: i .,
: fé'i ( '_: 1q j BB NORTHODAKOTAF;  REAU
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27) Indundated Lands Return per Acre =

inundated Lands Module

inundated Land - Exception 10 the Formula

.1 (10%) x Landlord’ m N

#2
Total Innndated Acres

28) County directors of tax equalization provide total taxable acres for
cropland, non-cropland and inundated acres (including all acres,

whether they were planted or harvested)

29) County Cropland Capitalized Average Annual Gross Return =
Capitalized cropland land value (#25) x county taxable cropland acres

30) Coumaty Non-Cropland Capifalized Aversge Aunual Groas Return =
Capitalized non-cropland fand value (#26) x county taxable non-crop-

land acres

31) County Inundated Acres Average Annual Gross Return =

Inundated land value (#27) x county taxable inundated acres

32) Avg All Land Value for County = Total county values
Total taxable acres in county

C‘:§

* 10% of the average agricultural value of non-cropland for the county
(see #24 for non-cropland formula). The non-cropland value is used
for both cropiand and ron-cropland.

* Definition: Ag property with minimum of ten contiguous acres, if the
value of the inundated land exceeds 10 percent of the average agricul-
tural value of non-cropiand for the county, which is inundated to the
extent making it unsuitable for growing crops or grazing farm animais
for two consecutive growing seasons or more and which produced
revenne from any source in the most recent prior year which is less
than the county average revenne per acre for non-cropland.

 Written application must be submitted to township assessor or county
director of tax equalization by March 31 of each year.

* County Commissioners must approve application
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County Average May Vary +/- 5%

The county director of tax equalization will report the countywide
average back to the State Board of Tax Equalization, which will verify
that the county average does not vary more than +/- 5%.

Assessed Value = Land Value x .5 (50%)

Taxzble Value = Assessed Value x .10 (10%)

Property Tax Liability = Taxable Value x Mill Rate

R }

What Happens Next?

Tax Commissioner

The average agricultural value per acre is established for .. ropland and non-
cropland on a statewide and countywide basis. The Department of Agriculture
provides the information to the Tax Commissioner by December 1 of each year.

County Director of Tax Equalization & Soill Surveys

The Tax Commissioner provides the information to each county director of tax
equalization. The county director of tax equalization ases the countywide
average received from the Tax Commissioner as the basis for determining and
providing ¢ach assessor in t-e county with an estimste of the average agricul-
tural value of agricultural lands within the assessor’s district.

The estimate must be based upon the average agricultural value for the county
adjusted by the relative values of lands within cach assessment district com~

pared to the county average. In determining the relative value of lands for each
assessment district compared to the county average, the county director of tax
equalization, whenever possible, shall use soil type and soil classification data
from detailed and general soil surveys. When such data cannot be used, the
county director of tax equalization shall use whatever previous assessment data
is best suited to the purpose. These estimates shall be provided to local asses-
sors by February 1.

Local Assessor

The assessor uses the average valustion received from the county director of
tax equalization to determine the value of each assessmeat parcel within that
district. Within each county and assessment district, the average of values
assigr.ed to agricultural property must approximate the averages determined
under the formuia for the county or assigned to the district by the county
director of tax equalization.

Property Tax Liability

* Assessed value is 50% of land value.

« Taxable value for ag property is 10%; residential is 9% and commercial is
10% of assessed value.

» Property taxes are due Janusry 1. If paid by February 15, txpayer entitled to
5% discount. Taxes are payable without penaity until March 1 (penalties

,ggcme after March 15)
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| North Dakota Property Tax S\numl

Total . True and Pull Value
Proposed Local (Agricultural Value)
Budget (Market Value)
plus orllmim u,,!“
Adjustments to the
Proposed Budget 50%
After Input From
Public Hearings equals
| |
mhl\us Assessed Value
|
All Non-Property times
Thx Revenue |
e State Aid 9% Residential
¢ Unobligated Cash 10% Commercial
* Foes, etc. 10% Agricultural
J |
e i
Property Tax Total Taxable Value
Revenue Needed divided by of All Property
(Levy in Dollars) in the Taxing District
I
|
Mill Rate
v
Your Property's Mill Your Property
Taxable Value times Rate equals Tax Due

All property in North Dakota is subject to property tax unless it is specifically exempted. BExcept for a
one-mill levy for the State Medical Center, property taxes are administered, levied, collected and ex-
pended at the local level for the support of schools, counties, cities, townships and other local units of

government. The State does not levy a property tax for general government operations.

The property tax is an "ad valorem" tax, that is, it is based on the value of the property subject to tax, The
other element of the property tax is the amount of revenue that needs to be raised.

(Source: “State and Local Taxes: An Overview and Comparative Guide 2000" distributed by North Dakota Tax Depariment)
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Rango Pasture Total Range Paslure
County Acrys Asres Acree AUM Al
Aeve ............... 224750 13,200 237,950 0.55 0.80
Bermes .. ... 43400 24,200 87,700 075 0.50
Benson 47,000 70,000 117,000 0.65 070
Bilings ............. 215,000 3420 218420 0.58 0.60
Bollinesu ........... 50,800 8,840 60,440 065 0.70
Bowman ... 306,000 48,800 352 800 048 0.50
Buke. ... ... 1316800.. .. .. 14700..... 148300 060 065
Burleigh ... 3530600 ... ___58,700._ .. 410,300 0.80 068
Cass.... ...  _ 11200.. . 18090 . 29200 075 0.90
Cavaller ... .. 33,700 17.800........... 51,500 085 Q.70
Dickey . ... 82100 ... . 38800. .. 121,000 975 0.80
Divide ............... 172,300 5.600 177,900 0.80 0.85
Dumn.................. 714,600 .- 19,900 _....... 734,500 0.55 000
Eddy ... ..23200 .. 44200.. .. 67400 0.85 0.70
Emmons ... 308,300 68,600 314,900 0.60 085
Foster ... ... 42800 .. . 725 50,050 0.65 0.70
Goiden Valley ... 282,900 17,800 ........ 300,700 0.4% 0.50
GandForks ... 39600 . ... . 19400_ .. ___ 59,000 0.75 0.80
orant ... 504600 ... ... _..43,300......... 550,900 055 0.60
Grggs....... 28300 . _..... _18,500.._....... 46,800 085 0.70
Hatfinger ... 102,500 0 102,500 G.55 0.60
Kicdder _........... 285600 ... 92640..... . 358,240 0.60 065
LaMoure 5250 28640 ...... 33800 075 0.80
Logan . 216600 23,000.... .. 239,600 0.60 .65

McHervy ... 348,800 27.300 378,100 085 0.70
Mcintogh ... 162,500 4,850 187.150 0.60 0.65
ficKenzie... . 585200 .. . 4880G0..... 642,000 0.55 0.60

ssagassgsssa§§§§§§§sssssssii

Range Pashwre Total Raage

County Aces Al Ace AL
Mclean..... .. 208228 16,000 315228 0.90
Meroer .............. 2056888 3,580 0585
Morton ... 581,130 28,300 580,430 055
Mountral.. ........ 522,200 7.900 530,100 080
Nalson 50,700 24,100 74,800 065
Olver 194,100 17,000 211,100 055
Pembina 080 ... 22800 ... 23400 078
Pisrce: 118.600 9,600 128,200 005
Rameey ... ... 12,100 28,000 40,100 08s
Ransom ........... 40,500 4,050 44,550 1y
Renville 41,200 .. 5250 48,450 0.85
Richiend ........_.. 55000 58.200 111,200 07rs
Roletie 51,700 22200 73,900 065
Sargent 41,500 37,000 79.100 Q75
Sheridan 214,000 5.700 219,700 0.80
Sioux .. 475,000 28,85 503,850 oss
Siope 261,000 21,300 282 300 055
Stark 242,200 28,720 270,920 0.55
Shele 11,300 17,7120 20,020 085
Stutsmen ... 275,000 43,300 318,200 075
Towner — 7,300 14,200 21,500 0ss
Teall. ... .. 15900 14,400 30,200 075
Welsh ... 22,000 8,600 30,600 0ess
Wad.. ... .. 251,400 3085 255,085 0.60
wWells ... 58400 13,000 70,000 065
Wiiams 375,000 18,000 394,000 060
State ... .. 9800302 ... . 1229375 ___ 11029877
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HOUSE POLITICAL SUBDIVISIONS COMMITTEE
r) January 30, 2003
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Testimony of Marcy Dickerson, State Supervisor of Assessments

HOUSE BILL NO. 1198
Mr, Chairman, Members of the Committee, for the record my name is Marcy Dickerson

and I am employed by the State Tax Commissioner as State Supervisor of Assessments. My

testimony concerns House Bill 1198,
House Bill 1198 places respousibility for establishing the average agricultural value per
acre for cropland, noncropland, and inundated agricultural land with the board of county

commissioners. It prohibits the state board of equalization from fulfilling its purpose of

b e e o, A e i R e

equalizing the valuation and assessment of property throughout the state. The state board of

p equalization will continue to equalize assessments of residential and commercial property i
) according to law, but there will be no central oversight of assessment of agricultural land.

Existing agricultural valuation law requires the agricultural economics department of

North Dakota state university to compute annually an estimate of the average agricultural value

of agricultural lands on a statewide and éountywide basis. The state board of equalization, ‘
recognizing the intricacies of the valuation process, has allowed counties 5 percent tolerance

i from the target agricultural values and has also allowed 5 percent tolerance from market value

for residential and commercial property. - |

‘ Some sort of central oversight is imperative if taxpayers throughout the state are to be

treated equally. Similar agricultural properties with similar production capability, located in

different counties, should be valued similarly. Without &ntrd oversight there may be little i

similarity in their treatment by different counties. For a school district located in more than one
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county, valuation without inter-county equalization can cause the school tax burden on a
| taxpayer in one county to be significantly different from the burden on his counterpart in another

county.

Persons who favor this bill are looking for an opportunity to reduce agricultural values in

'their county or counties, They should pursue that goal by proposing changes to the statutory
valuation method, not by trying to enact legislation to circumvent the existing statute, For |
example, HB 1055 attempted to increase the capitalization rate by adding a property tax
component to that rate. That bill was defeated because it was determined that would be double

counting, because property taxes are already deducted from income to be capitalized. The effort

doesn’t have to stop there, however. The Richland County tax director said he believes the

.. percentage deducted for property taxes is too small. Maybe that should be looked into. (. :

A brief comparison of agricultural valuations since 1980 may be helpful. The attached
spreadsheet shows percentage changes in agricultural valuations from 1980, the last year for
which market value was the basis for agricultural valuations, through 2003, In 1980, assessed
value was suppoéed equal market value (in fact it did not), and taxable value was 50 percent of
assessed value, The true and full values her acte shown for 1981, 2002, and 2003 are the values
calculated by NDSU and certified by the state tax commissioner, and do not reflect any tolerance

granted by the state board of equalization.

Thehows the percentage changé in taxable value per acre for all

agricultural land, by county, from 1980 to 198]. You will see the percentages range from a

reduction of 21 percent for Adams County to an increase of 55 percent for Pembina County.

o
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That indicates that in 1980 Adams County agricultural land was assessed higher than its
agricultural value and Pembina County land was assessed lower than its agricultural value,

Continuing with the @e two counties, the@shows the percentage changes
from 1980 (under the old assessment method) to 2002: a 7 percent decrease for Adams County
and a 76 percent increase for Pembina County.

Th@hows the percentage changes that have taken place from 1981, when
the present valuation method began, through 2002, For Adams County, there was an 18 percent
increase; for Pembina County, there was a 14 percent increase.

Th@hows the percentage changes from 1980 to 2003. For Adams County,
there was a 2 percent decrease, For Pembina County, there was an 85 percent increase, caused
mostly by the 55 percent increase from 1980, under the old assessment method, to 1981, You
will see Sioux County decreased 11 percent from 1980 to 2003. All other counties experienced
increases from 2 to 95 percent.

The statewide increase from 1980 to 1981 was 6 percent; from 1980 to 2002, 26 percent,;
from 1981 to 2002, 18 percent; and from 1980 to 2003, 32 percent.

The figures in thhow how far county per-acre valuations were in 1980
from the agricultural values prescribed in 1981. Without oversight by the state board of
equalization, it is likely that some counties’ future values per acre will again be set far from the
values computed by NDSVJ,

This concludes my prepared testimony. I will be happy to try to answer any questions

you may have,
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AV

1807
3119
2053
1071
1767
1240
15.34
16.54
4492

21
1533
1115
19.07
1951
2710
1497
3505
1093

16.93
1372

16.26
1345
16.71
1347
1962
1625
1521

NA
21.13
14.04
3240
1787
2503

$142.05
31488

$112.90
22301
St2a 47
$16752
$160.06

3249863
$i72.16
$127.15
$215.00
$166.51
$257.71
$133.87

$13743
$269.97
$1668.45
$156.48

$174.46
$166.21
318763
$144.51
$18545
$14248
$14505
$156.48
$244 43
15427
$501.15
$190.77
$257.12
$316.41

o

14.14
8.13
8.73

674
9.81
8.13
761
NA
1057
702
16.20

1252

TV % Change
181 1990-1981
7.10 21%
1574 1%
1178 15%
585 12%
1120 27%
822 0%
833 9%
8.00 3%

2193 2%
13.34 5%
1248 10%
861 12%
638 14%
10.75 13%
833 -15%
1289 5%,
8s8 -11%
2161 23%
3.1 4 26%
1350 13%
832 2%
782 14%
1364 4%
872 7%
8.31 3%
9.38 12%
723 7%
827 6%
712 -12%
725 5%
7.8 NA
1222 16%
711 10%
2506 55%,
9.54 8%
12.06 3%
15.82 26%

$110.57
$200.45
$141.25
5210.48
$177.08
$533.11

$320.70
$131.99

$200.28
$314.85
$148.12

$14085
$317.58
$226.70
$175.15

$182.81

$188.75
$t152.12
$284.78
$174.34
$153.95
$195.15
$295.45
$166.58

$240.90
$23199
3381.12

e 19502002 19812002

4t
1842
1333

1402
7.08
1052

2865
1785
16.04
1048

1.8
1001
173

741
2416

703
1588
M4

1885
9.14
104
944
81
13.2¢
872
7.70

14.77

14.80
19.08

~T%
18%
30%

9%

4%
37%
7%
9%
9%
41%
3%
18%
24%
3%
16%
-1%
8%
25%
33%
34%
28%
32%
12%
54%
13%
13%
35%

1%

N/A
40%
19%
76%
36%
1%
52%

18%

1%

18%
12%
37%

5%
24%

14%

14%

$187.32

$337.00
21754
$138.82
$M130
21547

$201.00

TV % Change T&F % Change

420) 1980-2003
as 2%
1844 25%
13.98 36%
582 15%
urs 6%
744 20%
1088 43%
937 13%
2768 2%
1833 45%
1685 48%
10.58 42%
6.4 2%
ar hd
077 10%
1825 20%
767 29
92 42%
748 %
1608 35%
1192 41%
823 35%
1987 41%
969 19%
nor 54%
10.05 20%
152 18%
1398 43%
.17 13%
812 %
10.29 NA
1502 42%
870 24%
2382 85%
1261 43%
14.90 19%
2003 60%

2002-2003
493%
549%
4T8%
521%
432%

3.04%

517%
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AV TaF v TV % Change T&F TV % Change % Change T8F TV % Change T&F % Change
COUNTY 0 1 190 1981 1900-1967 282 0 2a42 1930-2002 19312002 2063 0 2003 1900-2000  2002-2903
Rervile 19.00 $208.50 9.90 1043 5% $31342 1587 58% 50% $3319 16068 68% 63t%
Richisnd %.13  $416.13 1807 2081 15% $52790 2640 46% 27%  sssast 2758 55% 5.90%
Rolette 2010 $21032 1008 1097 9%  $264.13 132 3% 20% SUA9e 1375 %
Sargent 2298  $290.85 149 1454 27% $412.97 2086t 79% 42% ST 23 95%
Sheridan 1374 $i7244 687 82 25% $199.74 990 45% 16%  $20875 10.44 52%
Sioux 1218 $11338 6.00 567 7%  $104.5¢ 52 -14% 8%  $10850 543
Siope 1127 $136.00 584 6.80 21% $16328 818 45% 20% 317848 892 58%
Stark 1897 $15688 949 784 -17T%  $188.90 935 -1% 19%  $t97.14 9.8
Stesle 3085 $350.50 1543 753 14% 4198 2098 36% 20%  s43388 2188
Stutsman 2431 3523819 12.16 1191 2% 20582 @ 1328 9% 12% 2805 1390
Towner 2009 $265.08 10.05 1325 32% 31812 1591 58% 20% 332875 1834 63%
: Trait 418¢ S485T4 2082 429 16% $561.78 2809 34% 16% 357385  2M60 r%
Walsh 3752 $48435 18.76 2422 29% 353039 2 2852 41% 9% $S5e78 2799 49% 5.54%
Ward 2048 $20450 1025 1023 0%  $267.46 1337 30% 31%  $2M745 1“3 40%
i Wells 238¢  $241.09 1182 1208 1%  $30576 1529 8% 21%  $300.08 1548 30%
B Wilisms 1636 316519 818 828 1% $18147 .07 1% 10% S8 2.19 12%
- STATE 2102 22344 10.51 . 6%  $284.06 1320 26% 3%
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