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2003 SENA TE STANDING COMMITTEE MINUTES 

BILURESOLUTION NO. S82390 

Senate Finance and Taxation Committee 

a Conferen.ce Committee 

Hearing Date February 11, 2003 

T Number Side A SideB 
1 X 
1 X 
1 X 

Committee Clerk Si 

Minutes: 

Meter# 
3020-eod 
1-1364 
ss1s .. enc1 

Senator Urlacher opened the hearing on SB2390. All committee members are present. This bill 

relates to the capitalization rate for valuation of agricultural property for propet ty tax purposes. 

Senator David O'Connell (tntr #3182) .. Introduced the bill md explained the intent of a floor on 

the capitalization rate to hold property taxes in place. Supports S82390. 

Senator Wardner (mtr #3182) - Question regarding the increase in land values of 30%. 

Mark Sitz, ND Fanners Union (mtr#3242) - Testified in support of S82390. 

Senator Seymour (mtr #3359) - Asked a question on the valuation of'land when it passes to heirs. 

Mr. Sitz (mtr #3374) .. Tried to answer the question. 

Sandy Clarl4 ND Fann Bureau (mtr #3445) .. Testified in support of SB2390. Clarified earlier 

questions on land valuation for property tax purposes vs. valuation for inheritance situations. 

Also explained the "capitalization rate0
, Additional testimony is attached. 

Senator Wardner (mtr #4690) .. What if rates go to high? 
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Senate Finance and Taxation Committee 
Bill/Resolution Number SB2390 
Hearing Date February 11, 2003 

Ms, Clark (mtr #4712) .. Then we would be talking about a celling. That was addressed in a 

previous session. 

Senator Wardner (mtr #4948)- Clarified his understanding that land values have increased 

because rates have decreased. 

Ms. Clark (mtr #4990) - Clarified effect of capitalization rate, also talked about the other factors 

that effect the formula. 

Senator Syverson (mtr #S22S) .. Question regarding the proposed change in the bill and the 

purpose. 

Ms. Clark (m.tr #5286) .. Proposed change is a housekeeping issue. 

Senator Syverson (mtr #5357) - Appreciation oftand values in SD is siRnificant. cited non-ag use 

of land. 

Ms. Clark (mtr #5522) - Land valuation in the productivity fonnula is not the same as the market 

valuation for resale. 

Senator Syverson (mtr #5845) - Reference page 10 of handout. question about non cropland. 

Ms. Clark (mtr #592S) - Defined non-cropland revenue. 

Senator Totlefson (mtr #6052) - Question about formula used in SD, MN, and MT. 

Understanding that this caps land taxes. 

Ms. Clark, Tape 1 Side B (mtr #64) - Reclarified intent of the land valuations. This only effects 

one c.omponent of the formula. 

Wade V/ilttiams, Association of Counties (mtr #160) .. Testified in support ofSB2390. 

Referenced the handout to clarify capitalization. 
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Senate Finance and Taxation Committee 
Bill/Resolution Number 8B2390 
Hearing Date February 11, 2003 

Allan Braaten (mtr #350 ) .. Testified in support of S82390. Compared property taxes in ND and 

MN. 

Lawrence Soheresky, farmer (mtr #447)-Testified in support ofSB2390. 

Jertj, Hjelmstad, ND League of Cities (mtr #560) - Testified in opposition of SB2390. Feels 

taxes would be shifted to residential property owners. 

Senator Urlacher (mtr #686) - Closed the hearing of S82390 

General discussion followt.d among committee members. Discussed the formula, the tax issue of 

ag propet ty in ND, the cost of production, and opinions of the formula. 

Tape 1, Side B 

Senator Urlacher opened the discussion on SB2390. All committee• members are present. 

Senator Nichols (mtr #581 S) .. The bill keeps the valuation in check. The fonnula has not 

worked real well in the past. 

Senator Tollefson .. Concemed that the tax burden will be shifted. 

Senator TJrlacher .. Yes, over more people 

Senator Wardner .. Would support. Agrees with Richland County Assessor. 

Senator Seymour move a Do Pass. 2nd by Senator Nichols. Roll call vote 4 yea. 2 nay, 0 absent. 

Carrier is Senator Nichols. 
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BIii/Resolution No.: SB 2390 

FISCAL NOTE 
Requested by Ltgl1l.tlv1 Councll 

01/2812003 

1A. SW. flacal effect: Identify the state fiscal tWeot and the fiscal eW.ot on agency appropriations compared to 
fundl le l nd rl tlon icl led nde na vesa aDDIOD 8 s ant ,,,. u r current law. 

2001•2003 aa.nnlum 2003-2005 Biennium 2005-2007 Biennium 
General otherFunds General Other Fund• General Other Funds 

Fund Fund Fuhd 
Rev.nun 
Expendlturea 
A .. ·----·~·· 

1B. Counw. cltv. and school dlltrlct flacal etftct: ldentlfv the ffsoal effect on the a""1'0Drlate oolltlcal subdivision. 
2001 •2003 Biennium 2003-2005 Biennium 2005-2007 Bl•nnlum 

School School School 
Counties CltlM Dlidrlcts Countlu Cltlu Dlltrlcts countln Cltl•• Districts 

2. Narrative: Identify the aspects of the measure which cause fiscal Impact and Include any comments relevant to 
your analysis. 

(
/-..._ SB 2390 will reduce agricultural property values statewide by approximately 10 percent from the 2003 values 

) calculated under current law. It will cause an annual reduction In the revenues to the State Medloal Center of 
...,/ approximately $50.000. 

SB 2390 will have no direct effect on revenue to counties, cities or school districts because those polltloal subdivisions 
have authority to levy the same number of dollars, regardless of changes In ta>cable value, Property taxes not paid by 
agricultural property owners because of the reduced agricultural values wlll be shifted onto othtr property owners. 

3. State flacal .«.ct detail: For Information shown under state Hscal effect In 1A, please: 
A. R•v•nun: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and 

fund affected and any amounts Included In the executive budget, 

B. Expendltu.,.a: Explain the expend/tum amounts. Provide detail, when appropriate, for each agency, fine 
Item, and fund affected and the number of FTE positions affected. 

c. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, of the effect on 
the biennial appropriation for each agency and fund affected and any amounts Included In the executive 
budget. Indicate the relatlonshlp between the amounts shown for expendffures and appropriations. 

Kath n L. Strombeck Tax Dept. 
328 .. 3402 red: 02/10/2003 
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Roll Call Vote#: \ 

2003 SENATE ST ANDING COl\1'.l\UTTE~ ROLL CALL VOTES 
BILL/RESOLUTION NO. ~ ~C.\~ 

Senate Finance and Taxation Committee 

0 Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken 'S::::-4-. ~ 4:>"-. 

Motion Made By ~ -~»~"-"' 

Senators Yet No 
Senator UrJacber .. Chainnan ·--., 

N 
Senator Wardner - Vke Chairman .... ~ 
Senator Syverson ' ' ~ 

' 
~ Senator ToJJef~on 

' 

r----

Senafon Ye1 No 
Senator Nichols ~ 

Senator SeJ'!!l.OU1' ~ 

Total (Yes) ----~_;_ __ No-~~~-------
Absent 

Floor Assignment ~~!>,, ~~ o\ \ 

If the vote is on an amendment, briefly indfoate intent: 

' 

TIit 111•.....,I• ,_ ., 11111 ffl• •rt-•• ......,ti.., •f .fNOldt •11- •• llodtrn ,.,_,., 11'1•• for •l•rofllllf,w ..r J 
1Mrt flllid In •ht l'ttlll1, ...... , of butl..,1, Tht ·•• .. •·!• Pl'OOttt -I••-.. of tftt -••1111 llttlONtt .,_,. lnttltolt · · 
(NIii) ,., ••ohlvol ., •• .,11.. IIOTICIII If the ffllltd ,_ lbow It , ... lt1lblt thlll tlllt N•lfoe, It ,. duo •• the qutlll)l of lflt _,.. ---t .,.,,,. fflMtd. 

::r::. ... , ..... rnA¼k~ iclsl.d 1oa . 
o,tr1tor

1
1 lftn1turt D1t1 

I 

I 
! 



I 

. ' 

0 

.. 

I 
I ,\ 

AIPORT 01' STANDING COMMITTEI (410) 
February 11, 2003 4:42 p.m. Module No: IA-21-2$40 

Carrier: Nichole 
lnNrtLC: • ....._, ....... 

88 2380: Finance and r.:U'°~" STANDING COMMlnH 

EP,AU th(4 ~~s. 2 NAYS~ ABS~~~Tu~~=)ChalSBnna2390n) recommends DO 
even """"'' on the calendar. • was placed on the 

Page No. 1 

I 

" 

I 
I 

.J 



t. 

S&, 2390 

"' 

', · 

I 

,. 

Tht Mfcrotn~Mo fMltff on thf• ff t11 art 1ccur1tt rtproet,ctfone ot r1cordt dtl fwrfd to Modlrn JnforMttfon tylt_, tor Mfcr-,f I lilnt Ind 
wert fftftlld in the rqultr cour11 of butfnt11, Th• photogr1phfc proc111 Ntt1 1ttndardt of tht AMtrfctn Nttfwt tttrdlrdt lnatttutt 
(AMII) for archfvtl 111fcrofflM, NOTJClt If th• fltmtd fllltOt 1bov• ,. ltll lttfb\t thin thl• Notto,, ft ,. dut to tht quality of tht 
dooUMnt btfnt fHMtd, 

Dttl 

_,r 1 9 t:a a .,, 

., ' 

(' 

''ii, 
'1 

~ 
~-·,·Jilfl 



' ·/ 
;·· 

I , . 

I 
f 
l 
I 

,. ,1• 

0 

2003 HOUSE STANDING COMMnTEE MINUTES 

BILI/RESOLUTION NO. SB 2390 

House Finance and Taxation Committee 

Cl Conference Committee 

Hearing Date March S, 2003 

T Number Side A SideB 
1 X 

Committee Clede Si 

Minutes: 

BR, WES ULDB. CHAIRMAN Called the hearing to order. 

Meter# 

SEN, DAYIQ o•cQNNELL DIST. 6. Introduced the bill. This bill places a fonn ~ the 

capitalization rate. 

12.2 

SANDY CLARK. BIPBESENTING IBI NORTH DAKOTA FARM BUREAU Testified 

in support of the bill. See attached written testimony, Also submitted a handout front the Ag 

ProducC.vity Bookt including historic documentation regarding what interest rates have been, 

UP, WINRICH Is there any significance in changing the designation of the mortgage rate 

here, from the federal land bank, to agra bank? 

SANDY CLARK The federal land bank is what it used to be catted, there has been a namt' 

change, it is now called Agra bank. 
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Hou,e Finance and Taxation Committee 
Bill/Resolution Number SB 2390 

I~ Hearlna Date March 5, 2003 

0 

BR, GROSZ Wu there any talk about putting in a cap, especially 1n 1993-1994, when the 

capitaliution rates were the highest, if we are talkin1 about the low ~ will they cap the high 

enduwell? 

SANDY CLARI( You are right, when interest rates are extremely high, then ptopetty taxes 

could be unrealistically low. I believe there was a bill in last session that had a range, high and 

low both, but it failed. This formula is designed to have a lot of variables and a lot of flow to it, 

despite the fact that )'OU could have a high interests, if )'OU had, at that same time, high 

commodity prices and DO droupt, DO disease, everything was eutopia, you could still have 

realistic land valuatiom. There are several componanta, yield, price, cost of production, for 

various facton. That is why the productivity formula worb. You are right, if you came to that 

point wh«e you hid historic hiah intere.t rates, and commodity prices were low, yield was low, 

then )'OU could have low land valuations. I think you are a long way from that today, but we 

dott't know what will be in store for the future. 

REP. IVERSON If we were to cap this rate at a certain percentage,. and they couldn't go to the 

property taxes, where would they go? 

SANDY CLARK, That is the other side of the coin, You could get exactly the same amow,.t of 

dollars with high land valuations, if they drop the mill levy. 

REP. IVERSON If capped at this rate, they could only get a certain amount of money, and they 

need more money, where will they go to get more money, from the residential properties? 

SANDY CLARK The same way as it goes right now, they will have to go back to the vote of 

the people to increase the mill levy. 

operator'• i'ftntturt Datt 
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House Finlnco and Taxation Committee 
Bill/Reaolution Number SB 2390 

1~ Hearina Date March 5, 2003 
' 

REP. WINRICH There appears to be a technical detail here, it goes throuah the method for 

computina the tell year averap and talks about uaing the mortpge rates that are determined by 

federal reaulations for evaluating farm real propel ty for federal esUte tax purposes, but then it 

•YI• except that the interest rate may not be adjusted as provided in paraaraph (3)(2) of section 

20.2032A-4. what is the significance of that exception? 

SANDY CLARK Stated she couldn't answer that. she said she would research it. 

SEN. RON NICHOLS, DIST, ◄ Testified in support of the bill. Everyone is aware. over the 

lut few )'Ntl. that there bu been problema in our aa sector, a lot of farms and ranches have been 

haviq problam with diNUe and drought this last year. Regardless what the problems are, or if 

there ia any profit, farmers and ranchers have to pay their property taxes each year, and those 

r'J have been inctellllll rapidly over the last few years. If you visit with any farmer or rancher, he 
I 

will tell you it hasn't been too many years for his real estate taxes to double. This bill is 

something we need to do to take the peak off the problems we are seeing with regard to the 

changes in the land valuations at this time. 

Bile GROSZ Related to the Fann Bw-eau testimony, it is a shift to residential and commercial 

property, what do ;you think it will do to rural residential and commercial .-eas? 

SEN, NICHOLS I guess if you look at the last few years and see what has been happening in 

the rura1 areas, the shift has been toward ag farm land and ranch land, because, in most cases, 

residences and business evaluations have been going up, whether thats a problem with the 

fonnula, but that is part of what has been happening, We can say, there has already been a shift, 

from those areas to the farm and ranch land. This bill would moderate that shift. 
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BW/Reeolution Number SB 2390 
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Hearin& Date March 5, 2003 

Ir'\. 
\, __ ) 

MARX SIJZe UPRESENTING NORTH DAKOTA FARMERS UNION Testified in 

support of the bill. We have had this dilCUISion for IODle time. We would support the floor 

capitalization rate. The fiscal note speaks to the reality of what i• occurrin1- We are trying, with 

this bill, to have more ofan impact of what the situation really ii, The current situation is 

skewed by the incteue in evaluations due to the low interest rate. 

Bile DRQYDAL I agree with what you are sayina in principal, the agriculture is certainly 

strug1ing and we are losing a lot of' farmers, where I question whatever direction we are going. 

ii that thelCI taxes are paying for services that are beina rendered at the county level, we have a 

numbe: of bills to address this and help them otUt if your o,pniution comes in here and asks us 

to lower ptOJMlty taxes through adjustments on the capital rate, do you flYet go to the county 

con,miaionen and uk them, they are the ones who set the mill levy, and they are the ones who 

decide what services to render, when I talk to my county commissioners at home, they never hear 

from >400, they aren't getting atty feedback? 

MARX SITZ On behalf of om members, they do pursue the county commissioners. As far as 

statewide, I don't know. 

REP, WINRICH I don't have a great deal of practical experience with the business of 

agricultural land values, but I have read the law and tried to understand how it works, essentially, 

this whole formula as I see it, is to evaluate agricultural lattd on the basis of what the land can 

produce; it is a very complex system of trying to tum property tax into income tax. Do you think 

that is a correct assessment of what that formula is supposed to do? lftbat is what it is. then isn•t 

itworkiq? 
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Bill/Relolution Number SB 2390 

/\ HeariqDate March 5, 2003 

MARK SITZ The formula really i1 to addrela the productivity. The problem is the interest rate, 

u we all know, bu been going down. That 10D1ewhat_ seu aside, you have to differentiate, the 

numbers )'OU get &om the productivity, and when we find a skewed interest rate, we are saying 

one part ofthi1 whole situation is cauatna the problem. As far u relating to an income tax, I am 

not sure what to answer. 

UP, WINRICH Property taxes should reflect what kind of income the land can produce. 

WADI WILIJAMS NORTH DAKOTA ASSOCIATION or COIJNTIES Testified in 

support of the bill. It bu been a policy for about six years, starting out in the eaatem part of the 

state, where we have leal the bue incteases earlier, now it is moving to the western part of the 

state, where they are starting to feel the impact of the fonnu1a on their land evaluations. In 

talking to different tax aaseuort, they are forecasting that the interest rates will continue to fall 

tor the next four or ftve years. and the cap rate has the largest effect on the evaluation formula_ 

more than any other part of that formula. the evaluation will continually increase. This bill will 

start to slow that down. 

MAC BALCROW, COUNTY CQMMISS!QNE& Testified in support of the bill. He stated 

evaluations in North Dakota are a moving target, they change practically daily. I hear you say, if 

we pass this, will it move taxes to the cities. Bverytime there is an economic giveaway in a city 

in North Dakota_ it moves evaluations to the ag land. Some of these cities have as much as fifty 

percent of the property within the city that is not taxable with zero evaluation. Then they 

complain about not having any evaluation in their school district. Another question I hear is, 

can•t the county commissioners lower the mills. In a taxing entity in the county, the county 

commissioners have about twenty percent of the mills, the large one is normally, the schools, 

,. . . . . . . dtlfvtrtd t Modern lnf~tfon IYtt• for ■to...,f\1t,- _,. J· 
flit lier t• , .... on thf1 ft l• art ICOW'ltl ,..eduotfON of ..r•eoordl O of tht ,-,,0.,. lftttnl ttlftdlrdl lnatttutt · , 
WIN fn:tttn tht r-.iltr COUf'H of tufntllf ••h Yfhttl!!!!t1otMtlrtph~°f:-r:~~r:~= th11 Notice, ft fl dut to tht CIUllttY Of tht . 
(ANII) for 1rchtv1l ■toroff lM, NOTICII t I - . . '. 
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House Finance and Taxation Committee 
Bill/Resolution Number SB 2390 

l ~ Hearing Date Mardi 5, 2003 

then you have about ten other taxins entities. So, to say the cowity commi11ioners can lower the 

mills. that is true, whether the taxes will go down, is not sometbin1 we can determine, Another 

question asked, the production formula is more a formula for potential rather then production. 

Land in my area, went up ten percent, even thought there wu zero production, Somebody asked 

the question. does the Fa.rm.en Union or the Farm Bureau lobby locally, I can say, yes. 

A1,J,BN IBMTEN,, fABMI& BP 1MB VA,LLIY Testified in support of the bill. 

Stated he was involved with farm orpniwions &om 1971 to 1981. He stated he didn't think 

anybody ever reali7-ed that interest rates could go so hish, and now drop so low. That is why I 

support this bill. 

AIMD WINJQ,I& EABMIB A TQWNSRJP ASSFMQR JN BARNES COUNT)'. 
·, 

, ,-.-") Testified in support oftbe bill with concerns, See attached written testimony. He also submitted 
I' 

o-mail he had Stilt to some committee members and calculations for 2003 usessments, 

QN YANTES, NORTH DAKOTA TOWNSHIP OFFICERS ASSOCIATION Testified in 

support of the bill, See attached written testimony. 

With no further testimony, the hearing was closed. 

COMMl'ITEE ACTION 

REP, IVERSON Made a motion for a DO NOT PASS 

REP. CLARK Second the motion. MOTION FAILED .. 

REP, KLEIN Made a motion for a DO PASS. 

REP, FROELICH Second the motion. MOTION -:ARRIED 

9 YES 5 NO O ABSENT 

Ula KLEIN Was given the floor assignment. 
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Date: 3 .. 6--o~ 
Roll Call Vote #: / 

2003 BOUSE STANDING COMMITrEI RO~.&ALL Wll5 
BILIJRESOLVTION NO. 50 ei.::J7U 

House FINANCE & TAXATION ------------------- Committee 

□ Check here for Conference Committee 

Lepslative Council Amendment Number 

Action Taken 

Motion Made By ~~------ Seconded By -~.,;;;;;;a:~-·------
=----tadwl v .. No llanl'INlltadv• Y• No 

BIL TIR.. CIIAlltMAN v 
DROVDAL. VICE-CHAIR I>"' 
CLARK ..,,- . r.. 
ftOILICB V ·,,.-") 

1 , l ...... 
GROSZ V ( ' l u ... -
HEADLAND V ~<> ' '..:, ..... 
MRSON V ]~~· 

DLSB v -
KLEIN V 
NICHOLAS v> 
SCHMIDT I V 
WEILER V 
WIXENIIIISER L,..J 

WINRICH V 
.. 

Total (Yes) ___ (p.___ __ No -=-j_· __ ....,:__ __ 

Absent 

Floor Assiamnent ...i~~~-· ___ _,;,_ _____________ _ 

1f the vote is on an amendment, briefly indicate intent: 

Th• _.orotrlllhtt ._.. M tttt, ftl■ ire aoout1t1 r•o•ictfn of .NOordl •ttwrtd to Modtm IMo,...tton IYlt• fo, ■torofH■1t'II lfld 
wr• ftllld tn th• rttul•r OOUl'H of u1nttl, Tht Jlhototraphfe Pl'OCIH ... t. atandlrda of ttlt ...,.,e., NlttONl It ... ,. lrwtthlt• 
(MIi) for 1rchtv1l Mfcroffl■, NOTICl1 If tht ftlMd llllltl lbovt ft lttl lttlblt than tht• Nottc1, ft ft dut to tht 4M1\tty of tht 
cloNNnt bttnt ft llld, 

Dttl 

I 

.J 



r 

i 0) 
~ 

Date: _A .. _s-c,l 
Roll Clll Voto#: r ~ 

2003 BOUSE ST ANDING COMMITIEE RO~J:AJ!L VOTES 
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'' 

FINANCE & TAXATION 

0 Check here for Conference Committee 

Lqislative Council Amendment Number 

Action Taken 

Motion Made By 

-- - tatml 
BILTER. CIIAJRMAN 
DROVDAL. VICI-CBAIR 
CLARK 
FROILICB 
GROSZ 
IIIADLAND 
MRSON 
KELSH 
KLEIN 
NICHOLAS 
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WIDNBIISIR 
WINRICH 

Y• 
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V 
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Committee 

-
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~ 

~ 
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-y 
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Absent 

(Yes) ______ 1tl ...... · .... '.· ____ No ----►-.5':r,#-,-· __ __.......:,_ __ _ 

Floor Auigrunent 

If the vote is on an amendment. briefly indicate intent: 
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(MIii) for 1rchtY1l •tcroftlM, NOTICEI If tht fflMd , ... lboYt h , ... lttfblt thin thf• Mottet, ft fl U to tht qUltfty of tht , 
~ btfno ft lllld, 

' ,, Tut, 0 re+c9:$)A\\),b4~ ,dga)o3 
·•-" 0ptr1tor'• 1fonetur1 Dttt 

I 

1 

.J 



~ ·v 

() 

◄ •• 4. • a 

RIPORT OP STANDING COMMrn& (410) 
March I, 200I 11 :II a.m. 

p 3 a 

Module No: HA4N140 
c.rrllr: P. ICleln 

lnNrt LC:. TIiie: I 

RIPORT OI' STANDING COMMITTII 
11 neo: Plnanoe and Tmdlon CommlttN (RIO, •••• Chairman) reoommenda DO 

PAIi (9 YEAS, 5 NAYS. 0 ABSENT AND NOl VOTING), SB 2390 waa placed on the 
Fourteenth order on the calendar. 
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North Dakota Farm Bureau 

Senate Finance and Tax Committee 
February 1 J, 2()()3 

Testimony by North Dakota Farm Bureau 
pr,11nttd by Sandy Cltirk, public policy ttam 

www.ndfb.org 

Good morning, Mr. Chairman and members of the committee. For the record, my 

name is Sandy Clark and I represent the 26,000 family members of the North Dakota 

Farm Bureau. 

We are here today to support SB 2390, This bill would place a floor on the 

capi~tion rate of 9.5 percent. The bill would simply remove the high peaks of land 

valuations that we are experiencing today, as a result of historic low interest rates. 

· NDFB believes very strongly in maintaining the ag productjvity formula. As you 

know, there have been two other bills introduced this Session in the House relative to the 

ag productivity form.ula, NDFB has opposed both of those bills. We have concern that 

those bills would destroy the integrity of the formula and create more problems than 

they'd cure. We believe SB 2390 is a realistic, workable option. 

·Wedo realize the fonnula is complex. I have distributed a manual that Farm Bureau 

developed simply as a resource tool to help you better comprehend the formula and its 

components. This manual includes every calculation that is included in the formula, along 

with an explanation of each calculation. Don't panic; I'm not going to read this book to 

you. 

But if you would join me on page 10, today we'd like to talk about the capitalization 

rate, The capitalization rate is nothing more than the interest rate. It reflects the last 12 

years' interest rate, with the high and low dropped, and the remaining ten years averaged. 
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If you look at the bottom of the page, you will see that the capitalization rate has 

been going down. I've also enclosed a handout indicating the Agribank mortgage interest 

rates since 1980 that have been used in the f onnula. Dwight Aakre of NDSU provided 

this information to the Interim Tax Committee, so I know some of you have seen it 

before. 

The only time you would place a floor on the capitalization rate is when interest rates 

are at historic lows, 

Low interest rates are positive for agricultural, which is a capital intense industry. 

But in the capitalization rate, you have to change your thinking. Low interest rates have 

exactly the opposite effect of what you would nonnally think. 

Again on page to. in calculations #25 & #26, you'll notk:e the capitalization rate is 

the last divisor in the formula. Therefore, the lower the capitalization rate, the higher the 

land valuation. 

Unfortunately, this trend of higher land valuations will continue an upward spiral as 

interest rates remain low and we drop off the higher capitalization rates. If you look again 

on the interest rate sheet, next year we will drop the 10.69% interest and probably add the 

6.48% interest. Land valuations will take another big jump and will continue to do so 

until interest rates go back up and the extreme low years are dropped. 

During the interim, the tax committe-.e did look at the impact of different 

capitalization rates. On the green handout, Mr, Aakre determined that based on the 2002 

assessment year, the change from 8.S percent to 9.5 percent on the capitalization rate 

would decrease land valuations by 10.5 percent, 

We think a floor of 9.5% would make land valuations more realistic. Again, it only 

takes off the high peaks. 

When interest rates begin to climb again ... and they will ... the capitalization rate will 

quickly surpass the 9.5 percent level and the floor will be a moot point. So. this is simply 

a short~term situation. 

I realize that residential property owners view this as a shift of property taxes, But, 

first keep in mind we are talking about a state average, 

· Tht lfe,..••• •- Oft thft flt• IN w1tt •••ttona of .. ~ •ttwrtd to NOdtrn lnf~tfcw, lyltm for ■lcl'Offl11,- ..i U' 
Wirt ffllld fn tht rttUlar COUl'H of Mfi.1. Tht phot09rephfc ,Woetll llttl 1tlndlNM of tftt ..,.,een Nttlnl tt .. ,. IMtlwtt :: ' \ 
CANIO for 1rcflfvel ■tcrofflM, NOTIC11 If th• fflMICI f .... tbovt f• let• lttfblt than tht1 Notfct ft ft M to tht ..... lf Ma of ........ ' 1 

--.nt btff'II fllllld. ' ,- ., "I'S . ' 
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Secondly, a 10.5 percent reduction in land valuations does not mean a 1 O.S percent 

~ increase for each individual residential property owner. There arc 30,504 farmers and 

ranchers in North Dakota, But there are 171,299 homeowners afid 85.853 renters who are 

payin1 residential property taxes, So it's spread out over 257,152 taxpayers. 

Again, I need to keep emphasizing when the capitalization rate goes over 9 .S 

percent, we will back to the same proportion of taxes between ag land and residential 

property that we are now. 

Farmers and ranchers have faced several years of continually increasing land 

valuations. With interest rates at an all-time low, the time is right to place a floor of 9.S 

percent on the capitalization rate. 

NDFB urges you to give SB 2390 a do pass recommendation. Thank you for your 

consideration and I would entertain any questions. 
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Senate Finance & Tax Committee 
By LIJur,ne, Sch,r11ky, farmer 
Des Liles, North Dakota 

Good morning, Mr. Chairman and members of the Senate Finance and Tax 

Committee. My name is Laurence Scheresky and I farm in Ward County near Des 

Lacs. 

I am here today to support SB 2390. Each year, farmers and ranchers 

continue to pay a larger share of the tax burden, even though commodity prices 

have declined dramatically. 

Land valuations are unrealistically high and property taxes have been on a 

steep incline on our farm for the last several years. This bill would at least curb 

land valuations and keep these land valuations from going higher. 

The productivity formula to determine ag land property taxes has worked 

very well through the years and will continue to work. But at this time of low 

interest rates, a floor on the capitalization rate would be a wise action for the 

Legislature to take. 

I urge you to give SB 2390 a do pass recommendation. Thank you. 

, TM Mfer ..... ft ...... on thft ffl• art accu,att ,..._.,~fohl of.rlfff'dl •tt'Mtd to Nodtm lnforMtton tyttw for 1totoftl1lnt MW ·u, 
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(MIU for tl"ohfval •teroftla. NOTIC11 If tht ft lMd , .... lbovt •• lHI l1ttb\t than thf I Not tee, tt ti M to tht qualtty of the ' 
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2002 NDCCA RESOLUTION 

2002-10 Capitalization Rate. The capitalization rate has a larger 
effect on the valuation of agricultural land then any other factor in 
the valuation fonnula. The Interim Taxation committee is 
considering the creation of a floor for the capitalization rate used in 
the formula, as a means of controlling the increases in valuation. 
This Association supports a· floor on the capitalization rate and 
urges the legislature to adopt this proposal. 

TM llfer..,.f• ..._ Ori tttf1 f tt• ,,.. aicou,,att ,..Hf11ottona of ,_reoordl •ltYINCI to Nodtrn lnfo1Wtton tvet• for 1tel'Oft\1tne w .1· 
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Not to be reprilltell wit/tollt express writte,, pawussio,,. 
of Nortla Daottz F,,,_ B11tt1111 

History - ProductMty Formula Estabftsbed 1n 1111 
Until 1981, ag property taxes were based on sales ratio and market wfuc_ The 
1981 Legislative Assembly restructured property tax asscssmc111S in the state 

and changed the basis for valuation of agricultural property to a formula to 
determine its productive value. True and full wlue of agricultural property for 
property tax~ is now based on productivity, as established tt.ough 
computation of the capitalized a.vcragc annual gross return of the land as made 
by the NDSU Extension Agricultural Economics Department as rcquiffll by 
North Dakota Century Code Section 57--02-27.2 
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The Cornponents •- The Input Data 

Components of Aa Productivity Formula 
Crop Production of Crops 
TotalCroplaodAm:s 
CRPPaymms 
~Paym,:m 
briptrd Produc6on 
CostofProduclion 
No&CroplandPmduction(IM:stockgruing) 
TotalAaesofRangelmdandPasturdaod 
Inundated lads 
CapitalmtionRate(avcngcinrm:stnlfc) 

Statistical Input Data 

0 

The data comes fiom the North Dakota Agricultural Statistics Service 
and the National Agricultural Statistics Service of USDA. It is acquired 
fiom. the Scptanbcr surveys for small grains and December u:veys for 
row aops that are submiued by fimncrs and nmcbas. who are actively 
engaged in fanning in North Dakota. If a large percen1age of small 
grains are not harvested in September. a call back is done in October. 

The data is scanned both by human and machine method 1" «tetmnine 
any gross inaccuracies. NDASS saaff call producers if something appears 
inaccurate. FAS data is also cross referenced as a cbo:k Except for the 
capitalmtion rate, ten years of data are utilixd with the highs and lows 
dropped and the tanaining eight years averaged. 

As a lCSUlt of the collection process and timing, a tw().year time lapse 
occurs between the actual production year and the property tax year. 

.. . ·-.; - -- "' ..... 

_.£ ropland Module 

Cropa Included In the llodule 
SpaJCWheat WiatcrWbeat 
Durum SuaflowrNon Oil 
Badq Com Silage 
Alfal&Hay Fluaeed 
Omuffay SoJbons 
Sugar Beets Poe.toes 
Irrigated Dutum lmpacdSping What 
lnigalal Poatocs lnigalal Com Gain 
Sum.mtt&llow 

ll~ 
SunflowuOil 
CoaiGrain 
Oats 
C.mola 
Dq BdiWe Dem 
Inigaee.le.dty 
lnigalalComSilagc 

County Data to Estimate Gross Cropland Revenue 
Acraga for aops (that might be grown) and summerfallow(aec above) 
Ytdd per acre f« crops (yield is based on harvested acres, but is divided 

by total county acres. Therefore, the revenue per aaeis lower beoane 
of preventive planting md immdaacd lands.) 

Prices f« crops arc adjusted fortnmsportation 
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Estimating Grog Return from Crop P_roductlon 

1) Pradlldioa ef eadl crop= Acreage x Yield per Acre ------ Acreage is based on bar\'atcd ICla of each aop. 

2) Pndadiea hripted Lud = Acreage x Yield per Acre= Total x .S Irrigated Land: SO% of die ao,ma1 gross incnme fioua iuipted cropland 
must be coasidmd additiooal expeose of production and may not be 
included. iD oompdation oftbe average agricu1tmai value pee a2e foe 

3) Value of PndlldiGa = Production x Price cropland fortbc county. (see #S below for 15% nd effect) 

I Price is the dislrict ~ adjusted r« uaosportatioo. costs. 

4) Laadlonl slaare for 111pr beet & pecata cnplallcl reveaaa =-- Suprt,ccts & Potatoes: These high-wlue crops are M'igbtNt diffcrmtly 
Value of Production x 0.2 (20% sugarbect & potato revenues) (20%) to rcflecf higher inputs, tent,. crop share, etc. 

S) Lu.dlenl tllare ferotlaer croplaacl reveaaa = ------ All other crops based on 30% to reflect mputs. tall,. crop~ etc.. 
Value of Production x 03 (30% all other crop l'CVCDUe) Jrriptrd cropland 'M>Uld. be the SO% (#2) and then 30% (IS) foe a net 

eff'cct of 15%. 

6) Cmplaacl Reveaae = hrigated Revenue+ Sugar Beet/Potato Rcvawe-(ln the inaoce of inigated ~ 100% of revenue is reduced by 
+ Other Cropland Revenue SO% (#2) and then 20% oftbat (#4) for a net effect of IO%. 

7) Collllty Total Croplaad Acreage= all crop acreage+ CRP acres 
+ SUIDIDC:diillow acres 

This is based on all acres, whelbcr-harvested or not, but lmharvested 
acres arc included at zao and late£ divided by all total aaa.. 

------------ CRP Pa,...,..~ DatanuivedtiomFarm.SeniceAB,t&:Y(FSA) 
8) CRP Payaeats = CRP payments in county x .50 (50%) • A'3S eoroDed in CRP program, by county 

• PayllK'Dts for CRP. by county 
9) Govel"IIIHllt Payacats = All govcmment payments x 0.3 (30%) • Onehalf oftbc total CRP plylDads are entered a CRP pm ff:YmllC 

11) Laadlonl Sure of Croplud llff•aa -Cropland Revenue (#6) 
+ CRP PayllK'Dts (#S) + Government Payments (#9) 

Government Pa,...,..~ Data m:eived fiom Fam Scmcc Aga,cy 
• All govanmeot paymmts (except CRP) for cnmmoctities ~ included 

at30% of grossievmue. 

, 
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11) Datafortbc last ten years are collected foc Landlord Share of Crop- £oft of PrpducllPP JodM 
landRt:vmucs (#10~ 1be bighwl lowymare dropped, Cott ofPloducliml ladeJc isard1ectioo of prices paid by fiwnaers for 
and the nmaining eight are averaged. !npU 1111d indexed fir mfl#iorL It i, decennmol by NDSU by cnmpll'

ing FaoomicRcwrdl ~ USD~ indexes of prices paid by 
farmcn owr a paiod of tat years, widl high and low clropp,d. ID4 
avcnp>g the Japaining eight years.. 

12) c.tef Pnd1ldiolt ladeI = Avg 8-yr~ /Basc Year Index-* 

.. S...Ywlndu I I 
Annual IndexExamplcfor2003: i __ • ·-. _ -•. ____ _ 
112/102(baseyear)=l.09lx100=109.8 .... ,,.,,.illda••7~btae 

jiva 1995-19119~ wM.,. -""'....... ~ 
,-:, .. ..,. 

13) Adjalted LwllDnl Sime of Cn,plad Rff•wa flDCludescost of ,-ududioa) = 
Lpdloo! em ofcro,pland reyepues {#11} 

Cost of Production Index c•12> 

14) Ludlonl SbreofGna R&tanl per AereofCn,plad= 
LandlordShareof Annua(RdµmperAqcCroplandReyeauef#13) 

Toal CountyCropland Ao.es (11) 

lm 111111 J99S ______ 101 
1994 ______ 106 
1993 ______ (0( 

1992 ______ 101 
1991 ______ 100 
1990 _______ 99 

•--------~ OlympicAvcn&e---102 

&ample: 
112 / 102 (lmeyat)• 1.891 X 100 * 109.1 
(Net effect ls red»dng valw of 
prad,,ction by 9.B-Aj 

L.:.Annual Index ol PdcN 
2003Aa••··••nt 

• n. .... --of,rif:aplllitlby .,..,...for.,_, JIJ~ .... 
lligl,.,,llowye,;,. ...... .-e 
ooll«:td-"' *, § •• ..., .. ..... 
DK llla 2001 _______ 122 

2000-------••· 1999 _______ 113 
1991 _______ 10 

1997-------119 1,w; _______ us 

199S -------•• 
1994-------106 1993 _______ 104 
1992 _______ 101 

1991 -------100 1990 ______ 99 

OlylllpicAWIIF--- 112 

The next step iDclodes C(lfflputing 1,be «-Apitalia,cl ~ ..... gross 
mum. s« page 10. 
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) 
Dela U.ed In Non-Clopland Pn>ducllvfty NNIIIUltl 
Total.......,, aaa iacounly R.,..a-d AUMs b COUllly 

TOlalp&tbRlwlaaaincouaty hsbnlanclAUMsforcouaty 
Cull cowuamc per AUM 
Calfina,me per AUM 

Edmatlng Grw Return from Non-Crop pn)Cluclon 
E,ti11tatiog 1hc value of Jlllive rangeland wl pllblle invoffl, estiJnafu'8 
the value of caha and cull cows produced pet acre of thole lands 
Tbae esti111WS -tR based on the ~carying capacity, measured 
in ar,nr,al unit moadts {AUMs). One AUM is 1bc gmina arpacity it 
takes to SlJMlOft a 1,000 pound ,;ow andhcr"calfforontJDODtb 

The AUMs used in the formula ~ originally estaNishecl by NR.CS for 
each county (sa Appe,,da~ page 16.) 

Cd. Cow Weipt per AUM = 0.25 cwt per month of grazing season-- Cul Cow Income CalcuLdona 
• One sixth of die cow held is culled each year 
• Six month grazing tcalOll. in MPmccl 
• Production equals 1/6 of 1000 pounds or appmximafdy l.S cwt per 

year or 0.2S cwt per month 

Calf Pndadioa per AUM = 0.5275 cwt pee month of grazing season- Calf Income calculationa 
• ProdllC1ionffa4justcdmra,umed calvingmesaod bafasbeldbic

plamncnts 11ac11111eswaeCDb1nbeclmwq1heoriginllmneuanc1 
~notchlmgcd. 

• Assa,med calf pmducuon for sale per-cow is 316.S pounds or 0.5215 
15)ValaeefPncladioaperAUM= I cwtpetmoatb 

(Calf production per month x calf price) + 
(weight of cull cows pet month x cull cow price) 

2000 example: 
$40.00 {cow price per cwt) x 0.2S pet cwt (cull cow wt)= SI0.00 

+ $98.60 (calfpricc per cwt) x 0.527S per cwt fcalfwt) = $52.011 
Total Value of Production per AUM = $62.011/AlM 

..:. 

value of Production per AUii 
• Price is tbltreported by ND Apcultural. Slatistics Service. ts-,..9) 
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Relumf ror Pafbnllnd ,nc1 RfnAlllnd 

16) Rdaru for Putanlud = 
Rd!:msperAUMxPastmdandAUMcapacityxPasturclandacres 

17)RdaruforRaac,elaad = 
:Rdlmsper AUMxR.angclandAUMcapacityx Rangdandaacs 

) 

11) Tetal CNaty N~roplud Retana= J Gross Annual Re1J1m for non-aopland used for livesk>cksiazing is 
Rdmn for Pamucland + lldum for Rangeland based on 25% 

19)Laadlord Sure ofNoa-Cnplaad Revea.aes= 
Total Non-Cropland Rdums (118) x .2S Cost of Proclyction 

21) Data for the last tm years for Landlotd Share of Non-Cropland 
Revenues (#19) are collected for total DOll-Cl'Opland ~ the high 
and low years are dropped, and the remaining ~gbt are avenged. 

Cost of Production Index is a reftection of prices paid by iwm:rs for
inputs and indexed for intlation. DctmniMd by NDSU b) C<WD4,ariug 
National Agricultural Statistics indexes of prices paid. 

*Annual Index of PricN 
.. Bae Yw Index of Prices 2003A..111ement 

Coat of Production Index --- Paid by Farmers 

21) c.t ef Pndadia hdu = /}vg 8--v: iJrJdl:x$ I Jiu- 199:S-l!Hl9. wM /,;gl,s-' iws 

• n..,,.. --• prit:a ptlid by 
fan11!nfordte"1:lt lO,-,n. wide 
l,igltantilawyellr$~-
call«:ldllltd dtie r&J ·•• dfll,t are 
awraged. 

.. Baseyu,-bltlaisa7~btue 

Base Year~• --------' ;opped., -"*~ 
~~ 

22) Adjlllfed l.a11«llonl Sare ofNoa-Croplud Reveaae {with cm1 index)= 

Landlord share of non-cropland revenues (#20) 
Annual index (#21) 

23) Total Noa--Croplud Acres= Pastw:eland Acres+ Rangeland Acres 

24) Laadlonl's Gna Retura per Acre ofNon-Croplaacl = 
Non-Cropland Revenues (#22) 

Non-Cropland Aaes (#23) 

~.:,~--4,~t;~..,. ..... ~~-~---•-•--T----

la£ -- Ya[ laa. 199S ______ IOI 
2001-------122 1994 ______ {06 2000 _______ 111 

1993 ______ 104 1999 _______ 113 

1992-------lOl 1991 ______ {l3 
1991 ______ 100 1997 _______ 119 
1990 _______ 99 1996 _______ 11s 
1919 _______ 95 1995 _______ 1oa 

otympicAvenae---102 
{9M _______ f06 
1993 _______ 104 

Dceaplc:: 1992 _______ 101 

ll.2/l0'1(1111c,arj-l.-xl00-I09.I 1991-------100 
(lid.Jli,ct••'=i~--of~l,,y9.~ 1990 _______ 99 

OlympicAwn&e---112 

The next step includes oomp11fing the capimlimi oaage .,,.,..1 gross 
return. See page 10. 
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C) 
Non-Cmpland Example 
Ia 1999,. tMSCark.Couatyvai.ofproclaac:tian focDOll-Cl'Oplwl isasrouo."£ 

• Totalanaeland in Stark Counly-242,200 acres 
Canying capacity ofO.SS AUM per acre 
24Z200 xO.SS= 133.210 AUMsfiom ...... nd 

• Total pmurdand in Stark Couaty=~720 acres 
Canying capacity of0..60 AUM per~ 
21,.720 x0.60= 17;1.32 Al.IMs fiom paturelaod 

• Toal ftlueofproductioa. = 
133,210+ 17,232= 1S0,.442AUMsxSSS.241perAUM=Sl,311,.620 

() -----~~-

• Teal aaaof pasturelancl +....,._._-242,200 +21,.720 =270,.920 acres 

• Tolal valueof productioa. peracre=~ll620 / 270920 aczu=$30.679 

• Lwlowner-'s slrm: of value of production= 2S percent x $30.679 = $7.669 
per acre 

-'.$"~...-~~· -

... 

~---------------------------,,-----·--

' Uv11lack Prlcll UNd Ill lie Lad YllueAl1111■111t llocllll ✓ 
Yat Adm QIICerl 
1990-------·41-----149.91 
1991 , $101..60 $4634 1992 ______ S94.21 _____ $4S.26 

1993 s,03..96 , $4S.12 
1994---___ 193.s7 _____ $C.L05 
l99S .. S6t.20 $36 \0 
1996 .. SS4.lQ _____ SJO.IO 
1997 ... S'7S..SO _____ s:w.,o 
199& ______ $17.90 , $3S..:SO 

1999 -·-----Sl7.20-----S37.00 200Q ______ S91.Q) _____ $40.00 
2001 ______ s,s.50 _____ $40.IO 

Sample does not include cost of production index 
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Landlord retum ppr acm la compul9d p follopf 

14)Laadlenl Slaare efGna Rdara per Acreof Cmplaad = 
Landlord ShBof AnpualRdurnperAaeCroplagdRevenue(#I3} 

Total County Acres (#7) 

() 

24) Laadlenrs Sure of Gnu Retara per Acre ofNoa-Crvplud = 
Non-Cropland Revenues (#22} 

Non-Cropland Acta (#23) 

25) Ca .. • Cn,plocl Luci Value= 
Landlord"s Share from Cropland (#14} 

Capi • • nRate 

26) Capitalized NH-Croplauul Land Value= 
Landlonf"s Share fiom Cropland (#24) 

Capitali7llfion Rate 

llleammel wrigbtcd ~ illllaattllle is IIICld to Cllphalmdle 
landlmvl share of gross rew:nue. lllta'estiaks are acquired fiom. 
Agnl>ank in SL Paul. Qblmng the last 12 yan with tbe high yw wl 
low year dropped,. so the_interest me med in the formula w die awnac 
of the remaining ten years. 

As interest rates decline. land valuatiom will incra9e. As iDlmS ma 
increase. land valuations will demalc. Land val11111ioos a rd1cctcd in 
this fom11da ue simply ublimt to detennine property taxes. 

The imptet of capitali7Jdion rate is abo rdlected by 1he inclusion of cost 
of production into the fonunla. An NDSU F.coonmist Im indicMod Ule 
effect of capitali7Jdion rate is lowered by 60% by the indusion of cost of 
production into the formula. 

lnteR:st ratcsfmtaat costs are often one of the ]agest line items in a 
fann/ranch budget. Therefore. produms benefit~ signifnndy ftom 
lov.u intc:n:st tata. (because oftbe impact it has mi land and macbiaay 
interests, as well as opcnling loans) than on 1hc negative impact higher 
interest rates have on the property tax ag pmductivi1J formula and higtU" 
land valuations. 

Historic capitalization Ratl■ 
1919 __ ]0.54%. 1996, ___ 10."" 
1990 --10.79% 1997 ___ 10.41% 
1991 --11.12% .,,. _____ 10.14% 
1992--ll.35" 1999 ___ 9.~ 
1993., __ ((.~ 2000 ____ 9.45% 
1994--11.-10% 2001 ___ 9.11% 
199S--.-11.11% 2002---- 1.91% 

2003____ ,._1.53% 

• 11te·1art 12 y,NIS ..... •p,,,,,1o..,. .,.,. ... 1ow years ew.(., • 
rt11ellHll.i,r.tl,efon,,,lla is,_ ......... ,_ 0 p I f .. ,-,S. 

7 

-.~..,,. ... ~~~,--':,..a:-;-.;~ 
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27) ladlllldatal Laads Retara per Acre= 
.I (101/t) x Landlonrs Sham fiom Non-Cropland (#24) 

Total Inundated Acres 

28) County diia:tors of tax equalimtion provide total taxable acres for 
~ non-crop)and and inundated acres (mcluding all acres, 
wbetbcrthey were planted or harvested) 

29) C-ty Cnplaad Capitali&ed Avenge Alutul Groa Rdu.rn = 
Capitalized cropland land value (#25) x county taxable cropland acres 

30) Canty Noa-Croplud Capitalized AvenceAuuI Grou Raara = 
Capitalized noo-cropland land value (#26) x county taxable non-crop
land acres 

31) Comdy laadatcd AcraAv~Amlaal Gross Retanl = 
lmmdafed land value (#27) x county taxablr- immdatoo ~ 

32) Ave AD Laad Vahie for Couty= Togl comty values 
Total taxable acres in coWJty 

.,:...:,:..~];;:.·_:'~~~-----::,.',-: .. ,)~? ... "~-...-:.:;;.:~~~;....,;: ....... =----. 

lnur.cldld Land - £1cmpllae, 1o ._ Fcnua 
• 10% of the t'Valp agricultural value of non-aopland for1be COllllly 

(see #24 for non-cmpland fmm•Ja). The non-aopland wlue is used 
for both cropland and non-aopland. 

• Definition: Ag property with minimum often c:omiauous ac:ra. ifdlt 
value of the immdatrd land exceeds 10 percca oftbc DerlF agriaJL 
tural value of non-aopland foe the COUDly, wbich is ilJIIMlfrd to 1be 
extent making it unsui1ablc for growing crops or gmiag f.llm aoimtls 
for two coosccutivc growing seasons er IDOle and wbich poduced 
revenue iiom any S0111tc in the most reccot prior year which is las 
than the county average~ per aae for noo-croplaod. 

• Written application must be submitted to township asscnor or county 
director of tax equalmtion by March 31 of each year. 

• County Commissionas must approve application 
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I 

n 
I Norlh Dakota Property,- a,-ml 

1bcll 
PlopoledLocal 

Budpt 

AdjustmMtl to die 
Plopoled Budp& 
After Input Prom 
Public 8-inp 

l 
minus 

All Hoo-Property 
1'u:Revenue 

• State Aid 
• Unoblipted Cuh 
•Peel.etc. 

equab 
I 

Property Tax 
Revenue Needed 
(Levy in DoUan) 

Your Property's 
Taxable Value time, 

divided by 

~ 
MUI Rate 

Mill 
Rate 

rn. ud Pull WIii 
. (~aural \Wue) 

(Marbt\Wue) 

equals 

"'Reaidendal 
lK Comrn.ial 

· 10'1 Apicultunl 

Total Taxable Value 
ot All Property 

in the 'luinl Diatrict 

equals 
Your Property 

Tax Due 

All property in North Dakoea i• 1ubjed to property tu waleaa it is 1peciftcally exempted. Except for 1 
one-miU .levy for the State Medical O.mir, property taxea w admini1tered. JeYied. coUected and e,c .. 
pended at the local lewl lot the aupp.xt ol lChoolt, countiet, cftie,. &ownahJpt and other local uniu of 
aovernment. nae s,- doea not ltV)' a popeny tax for pnen1 aovemment operadon1, 

The property tax la an Nld valorem" tax, that f1, It la bued on the value of the property 1ubject to tax, The 
other element of the property tax it, the amount of revenue that needs to be raised. 

I 

I 

($ou,c1,· "Stall and Local Taxut An Ovtrvl,w and Comparatlv1 Guidi 2000" dJ.s1rJbll11d by North Dakota Tax D1partm1nt) 

1 ,.,,, ,' 

1.,,1 1 

I 
I 
I 
I 
M 

.., ... 

"'· 11orott••· ..... on tht• f Ha. art ICOUl'•t• l'tPNIMtf~,of .. reoordl .l fv.r~~Nodtfrnhlnf~,ttoriNl)'lttt-l flotr ~!!!•.l•lt"'tt~ J· 
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Agrllanlc, l'CI Mortgage inwNt AalN 
on North Dakota FllfflllMd Loan• 

$ 

Prrwldldl,/ Dwi{# Alb, NDSU, lo200t-2002 lnllrin TIXComm/tw 

Yw Annual - ... RIii 
1980 10J7 
1981 11.08 
1982 12,50 
1983 11,50 
19&4 11,83 
1985 12.44 
1988 12.01 
1987 10.85 
1988 10,95 
1989 11.58 
1990 11.25 
1991 10,89 
1992 8,19 
1993 7.38 
1994 8.98 
1995 8.55 
1996 8.36 
1997 8.27 
1998 8.43 
1999 8.10 
2000 8.32 
.2001 6.48 
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CAPITALfZED LANO VALU ,,,..._ County ES UStNG A CAP IT ALIZA TfON RA TE OF 8 r , Adams CUll!land .,A_ ,5 PERCENT 
l 

2 
LUD,cm~aod 11.11 A ... ri 

Barnes 33.00 83 2- oo ...,.J3Jltural Lind 
Benson 448,57 115·6!· 176.31 
BIiiings 328.14 102·37 386,26 
Bottineau 200,83 7792 279,40 
Bowman 333,61 99•07 115.90 

· Buri<e 227,93 68·75 293.98 
Burtalgh 276,77 91 •10 148,06 
Call 263.35 91 •39 220,63 
Cavalier 571.47 117•57 185,63 
Dickey 414,77 100•47 558,82 
Divide 439,02 115· 35 370.08 
ounn 266.46 90·58 336,17 
Eddy 228,96 83•02 219,96 
Emmons 310.06 102·81 138,36 
Foster 299,06 90·49 248,06 

Golclen Valley 381.52 98•96 209.94 
Grand Fori<s 247,96 68•20 329,83 
Grant 543,02 115:40 155.~6 
Griggs 228, 17 83 45 506.b9 
Hettinger 393,38 100•84 147,43 
Kidder 288,89 82·81 332,88 
La Moure 258,03 92·29 237.63 
Logan 432.50 119:29 183.60 
McHenly 285.44 91 06 391.05 
McIntosh 270,83 9e'42 191.63 
McKenzie 270.09 90·55 216.82 
Mclean 272,86 83·36 197.85 
Mercer 316.86 90·80 159.46 
Molton 258.95 82·98 277.53 
Mountrail 270,27 83·18 182.75 
Nelson 286,43 90·45 161.38 
Oliver 353.40 100•30 204,56 
Pembina 305.69 83·42 309.70 
Pierce 668,00 120•15 174.62 
Ramsey 294.26 98·43 597.48 
Ransom 350,19 103·13 252,61 
Renvute 485.68 113·61 306.07 
Richland 347.80 98·72 399.50 
Rolette 636.28 116•73 328,54 
Sargent 313.14 100·13 553,36 
Sheridan 515.95 116·50 276.87 
SIOW( 282.82 90· 54 432.05 
Slope 218,37 83•24 209.37 
Stari< 242,01 75·85 109.58 
Steele 262.22 83' 61 171, 13 
Stutsman 493,83 102•45 195.92 
Towner 354.56 113·95 439,83 
TraHI 344,22 102·84 278,43 
Walsh 628,10 116•50 333.46 
Ward 610.39 107 52 588,88 
Wells 338,39 90·45 555.97 
WIiiiams 368,86 99·33 280.36 
State 244,00 9<i°7o 320.51 

360.93 89 I 15 190,22 ' 276,79 
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CAPITALIZED LAND VAL County UES USING A CAPITALIZATION RATE OF 9 5 p 
Adam• Crolllaod Nallllmplaod • ERCENT 
Barnes 208,48 74 47 ~ 
Benaon 401,35 103·46 157.75 
Bllllnga 293,60 91 '59 345.60 
Boltlneau 179,69 69·71 249.99 
Bowman 298,49 88.64 103.70 

· Burke 203.94 ' 263.03 
Burleigh 247,63 ::·:~ 132,48 
Cass 235,63 81 •n 197.41 
cavalier 511.31 105·19 166.09 
Dickey 371.11 99'90 500.00 
Divide 392.81 103 ·21 331.12 
Dunn 238.41 81 ·04 300.78 
Eddy 204.85 ' 196.81 
Emmons 277.42 ~1·!: 123.79 
FOiier 267.58 80·97 221.95 
Golden Valley 341,36 88' 55 187 .84 
Grand Forks 221,86 61 ·02 295.11 
Grant 485.86 103·25 138.92 
Griggs 204.15 74·67 453.27 
Hettinger 351.97 90'23 131.91 
Kldd81' 258,48 74•09 297.84 
La Moura 230,87 82·57 212.62 
Logan 386.98 106•73 164.27 
McHeniy 255.40 81 ·47 349.89 
McIntosh 242.32 88·06 171.46 McKenzie 241,66 81 · 02 193.99 
Mclean 244.13 74·58 177.03 
Mercer 283.51 81 ·24 142.67 
Morton 231.69 74·24 248.32 
MountraU 241,82 74·42 163.51 
Nettron 256.28 · 144.39 
Ollver 316.20 :·~! 183,03 
Pembina 273.51 74·64 277.10 
Pierce 597,68 107·50 156.23 
Ramsey 263.29 88·07 534.69 
Ransom 313,33 92·27 226,02 
RenvHle 434.55 101 ·65 273.86 
Richland 311.19 88·33 357.45 
Rolette 569.30 104·44 293,95 
Sargent 280,18 89·59 495.11 
Sheridan 461.64 104·24 247.73 
Sioux 253.05 81 ·01 386.57 
Slope 195,38 74·48 187.34 
Slark 216.53 67·87 98.05 
Steele 234.61 74·81 153.12 
Stutsman 441,85 91 ·67 175.29 
Towner 317.23 101 •96 393,63 
Traill 307.99 92·02 249.12 
Walsh 561,99 104· 24 298,36 
Ward 546,14 96•20 526.89 
Welts 302,77 60·93 497.45 
Wffllama ~30.04 88•87 250.85 
State 218.31 81 ·16 286.77 322.94 79'77 170,20 ' 247.65 
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North Dakota Farm Bureau www.ndfb.org 

House Finance and Tax Committee 
March 5. 2001 

Testimony by North Dakota Farm Bureau 
praenled by Sandy Clarie, public policy Jeam 

Good morning, Mr. Chainnan and members of the committee. For the record, my 

name is Sandy Clark and I represent the 26,000 family members of the North Dakota 

Farm Bureau. 
We rise today in support of SB 2390. This bill would place a floor on the 

capitalization rate of 9 .5 percent. The bill would simply remove the high peaks of land 

valuations that we are experiencing today, as a result of historic low interest rates. 

NDFB believes very strongly in maintaining the ag productivity formula. As you 

know, there were two other biJls introduced this Session in the House relative to the ag 

productivity fonnula. NDFB opposed both of those bills'. We have concern that those 

bills would destroy the integrity of the fonnula and create more problems than they'd 

cure. We believe SB 2390 is a realistic, workable option. 

At a previous hearing, I distributed this booklet that we put together on property 

taxes. Today I have distributed page 10 of that manual to facilitate dialogue about the 

capitalization rate. The capitalization rate is nothing more than the interest rate. It reflects 

the last 12 years' interest rate, with the high and low dropped, and the remaining ten 

years averaged. 

If you look at the bottom of the page, you will see that the capitalization rate has 

been going down. I've also enclosed a handout indicating the Agribank mortgage interest 

rates since 1980 that have been ~:aed in the fonnula. Dwight Aakre of NDSU provided 

this infonnation to the Interim Tax Committee, so I know some of you have seen it 

before. 

The only time you would place a floor on the capitalization rate is when interest rates 

are at historic lows. 
Onefature Onevoice. 
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Low interest rates are positive for agricultural, which is a capital intense industry. 

But in the capitalization rate, you have to change your thinking, Low interest rates have 

exactly the opposite effect of what you would nonnaUy think. 

Again on page 10, in calculations #25 & #26, you'll notice the capitalization rate is 

the last divisor in the fonnula. Therefore, the lower the capitalization rate, the higher the 

land valuation. 

Unfortunately, this trend of higher land valuations will continue an upward spiral as 

interest rates remain low and we drop off the higher capitalization rates. If you look again 

on the interest rate sheet, next year we will drop the 10.69% interest and probably add the 

6.48% interest. Land valuations will take another big jump and will continue to do so 

until interest rates go back up and the extreme low years are dropped. 

During the interim, the tax committee did look at the impact of different 

capitalization rates. On the green handout, Mr. Aakre determined that based on the 2002 

assessment year, the change from 8.5 percent to 9.5 percent on the capitalization rate 

would decrease land valuations by 10.5 percent. 

Land valuations are unrealistically high and we believe a floor of9.5% would make 

land valuations more realistic. Againt it only takes off the high peaks. 

When interest rates begin to climb again ... and they will ... the capitalization rate will 

quickly surpass the 9.5 percent level and the floor will be a moot point. So, this is simply 

a short-tenn situation. 

I realize that residential property owners view this as a shift of property taxes. But, 

first keep in mind we are talking about a state average. 

Secondly, a l 0.5 percent reduction in land valuations does not mean a J O.S percent 

increase for each individual residential property owner. There are 30,000 farmers and 

ranchers in North Dakota. But there are 171,299 homeowners and 85,853 renters who are 

paying residential property taxes. So it's spread out over 257,152 taxpayers. 

Again, I need to keep emphasizing when the capitalization rate goes over 9 .S 

percent, we will back to the same proportion of taxes between ag land and residential 

property that we are now. 
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doclllltl'lt be Ing f 1l med. 

Oper1tor 11 ITnature 

I 

.J 



r 
Fanners and ranchers have faced several years of continuaJly increasing land 

valuations. With interest rates at an all-time low. the time is right to place a floor of9.S 

percent on the capitalization rate. 

NDFB urges you to give SB 2390 a do pass recommendation. Thank you for your 

consideration and I would entertain any questions. 

Tt!e •forotr-"le ,.,.. on thfa fH111 1r1 accurate l'tproekJctf ont of ,_rtco~ delfvared to Modern JnformeHcn sy.t• for 111fcrofHMfnc, wd 
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My name is Arvid Winkler. I am a farmer and township assessor in Barnes 
County. I have been the Cuba Township assessor sJnco 197?. l have a bachelor's desrec, in civil engineering from NDSU. 

I have limited enthusiasm for SB 2390 and its cupp1ng of the capitalization rate, I do not oppose the bill. 

The blU does com:ct 111 appuent problem, but l hi that it Is targedng the wrong 
problem. I have attached an e-mail message which I sent to members of the Senate 
Finance & Taxation Committee. 
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Subjef:tt SB 2390 Cap Rate Fads 
Date: Mon, 10 Feb 2003 09:22:21 -0600 

From: Arvid Winkler <awinkler@valleycity.net> 
To: rnicools@state.nd.us 
CC: rwardner@state.nd.us, tseymour@state.nd.us, gherbel@state.nd.us 

Sponsor.a and F & T Committee members, 
This bill is similar to SB 2053 from the 99 session that was defeated 
48N lY after attempting to limit the rates from 10.00 to 11.00. 

HB 1246 from the 2001 session was amended to limit the rates from 9.25 
to 10. 50 and also amende1d to be effective after Dec 31, 2001. The 
amendeid bill was defeatE1d 52N 45Y, 

Under current plans I w:Lll not testify in favor, or against, SB 2390, 

I no object to the proposed effective date as after Dec 31, 2002, I 
suggest amending it to be after Dec 31, 2003 or with the 2004 assessment 
year, We started doing things for the current 2003 assessment year back 
in Jul of 2002. 

The lack of an upper limit on the interest rate removes an objection t 
had with previou~ bills, 

The cap rate being used for the current 2003 assessment year is 8,53% as 
a result of the ten year review period. 

The current rate on my federal land bank (agribank) loan is 4.35%, That 
oap rate is headed in this direction until interest rates change 
directions, 

Last Friday the local bank offered 1,65% for a one year CD of $100,000. 
The offer was 2.15% for two year CD in the same amount, 

Two different ag bankers told me that the unhappy bank depositor can 
take the $100,000 and purchase a quarter of land, collect close to $40 
per aore cash rent, pay between $500 and $1200 in real estate taxes, and 
be happier with the return on the investment. There is a risk that as 
interest rates rise the invested principal cannot be fully recovered on 
a r.esale. 

The effect of low interest rates is also affecting the resl~~r1tial real 
estate market. A. fixed payment will finance a larger value name. The 
net effect js that people can pay more for the same residence, thus 
driving the market up. Residentlal values in this area have been 
rising for some reason. I had previously reasoned that it was pressure 
from the Fargo market. The future problem will be that as interest 
rates r.ise the same residence may not sell for the same amount and a 
deficiency will resnlt. 

The current ag land valuation model is similar to a valuation method 
set forth in 1976 by Congress for eatablishing the value of agricultrual 
land for federal estate tax purposes (26 u.s.c. &2032A). The growing 
problem is that the NDSU model is basad on a 70/30 share system with 
credit for taxes paid that is being used with decreasing frequency as 
time goes on, We continue to apply these Bill Gates type of "patches" 
to k~~P the model resembling real life, 

In my opinion, we need to move to a cash rent based model similar to 
that proposed by Ronald Haugen and Dwight Aakre in the June 2002 NDSU 
Agribusiness and Applied Economics Report No, 481, "County Level Taxable 
Agricultrual Land Values in North Dakota: Comparing the Gross Revenue 
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Approanh with Values Bast1d on Rental Values". We do need to properly 
allow for taxes paid, either as a reduction from receipts, or as an 
affect on the captitalization rate, Currently the effective tax rate 
aoross the state is ~bout 1,5% of the taxable valuation, 

' The state board of equalization currently requires assessments of 
agriouJ.tural land to come within a 5% tolerance of the NOSrJ model. It 
seems to me that the target values should also be statistically sound to 
the same standard, Any differences between the current shares model and 
the proposed cash rent model illustrate the magnitude of the current 
problem. 

Thank you for your consideration, 

Arvid Winkler, Cuba Township Assessor 
Barnes County 
12217 40 St SE 
Valley City, ND 58072-9575 
845-0608 

Oper1tor 10 s 
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Tlblt t. Tg B!M I!! Pwcent 2f Value tlX fAJUnlY. 

(' 200011flct 2001 ar.ct 2002 Effect 
TaRMII TaRllt TatWI 

M,... M,.._. ,..,___ 
COUNTY 17 ... ..... 11-00 .. 
Mimi 0.0170 0,0173 0.0175 
BanMI 0.0152 o.01ee 0.0157 
Benion 0.0180 0.0164 0.0196 
Bllngs 0.0045 Q,00,48 0.0051 
8ottlnNu 0.0143 0.0145 0.01◄7 

8cJWr'IW1 0.0131 0.0132 0.0133 
81m 0.0133 0.0135 0.0137 

Bwlllah 0.0139 0.0U2 0.0144 
c.., 0.01•1 0.0148 0.01◄9 

Cmltlet 0.01•1 0.0145 0.0147 
OkMy 0.01•'1 0,0147 0.0152 

DMde 0.0143 0,0145 0.0148 
Dunn 0.0137 0.014'1 0,0i44 

Eddy 0.0187 0.0172 0.0178 
Emmcns 0.0144 0.01•1 0.0148 
FOIW 0.01~ 0.011SO 0.01e2 
Golden v-, 0.0190 0,0153 o.01ee 
GrnFoficl 0.01-48 0.0151 0.0155 
Gflnt 0,0149 0.0154 0.0188 

~ 0.0168 0.0172 0,017-t 
Hetllnger 0.0145 0.01~ 0.0150 
IOddll' 0.0139 0.01~ 0.0146 
LaMoure 0.0136 0,0139 0.0141 
Loprt 0,0139 0.01'42 0.0145 

,-...... McHenry 0.0139 0.0141 0.0141 

( ,_) Mdllblt1 0.0125 0.0129 0.01a3 

McKenzie 0.0091 0.0094 0,0096 

Md.Mn 0.0118 0.0118 0.0120 

Mercer o.oue 0.01155 o.01eo 
Morton 0.01~ 0.0153 ().0157 
Mcw,nM 0,0158 0.0161 0.0184 
Netlofl 0.0170 0.01n; 0.0179 
OIIV8I' 0.0120 0.0124 0,0128 

~ 0.0147 0.0190 0.0153 
Plltce 0.0181 0,0184 o,.01ee _,..., 0.0146 0.0151 0,0155 

Rlnloln 0.01fS1 0.01!6 0,0181 

RecrMe 0.0133 0.0135 0.0137 

~Mf 0.0180 0.0188 0.0171 

Rdettt 0.0158 0.0162 0.0155 
s.tgent 0.0155 0.0188 0.0182 
ShMtdll'I 0.0141 O.o145 0.0148 
Sb.Ix 0.0188 0.0170 0.0173 

S'°9e 0.0100 0.0102 0.0103 
stn 0.0187 0.0171 0,0173 
8 .. 0.0161 0,0185 0,0187 

Stullmen 0.0143 0,01~ 0.0148 
TOMW 0.01M 0.011S4 0.01155 

Tral 0.018' 0.0187' 0.0188 
Walsh 0.0188 0.0180 ().0164 

Ward 0.0139 0.01 .. 1 0.014'3 
w.111 0.01◄2 0,0146 0.0160 

MIA 0,0jM o.~181 0,0170 
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The 111fcr0tf'aphfc f_.. on thf• f flM tl"t accurate reproductfon• of .. record8 delfvered to Modern lnfol'fnltlon S)ltltt!M for 111tcrofH111frig end J 
were ff lmtd fn the reauler coorse o'I buslntH, The photographic proeesa meets standards t,f thtt Amert can Natt or.el Standardl lnstttut• , , , 
(ANS!) for archfval MlcrofflM. NOT!CS1 lf the fflmed Image above lg leaa legtblt than this Notice, It ta due to the quelfty of the 
$Cunent bttno fflMed, 
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Table& , 

Average Prices p., AlJN and Median RatJoe for Agricultural Land 

MIClln 
lCo&nV No.ofS.. Awa. Price Pw Nit Ralk, 

Mama 34 z.n tS2.6 
8amN 33 425 75.0 
a.neon 18 268 80.5 ....... 5 232 54.6 
8ottlnNu 17 324 n.o 
8owtnM 9 282 57.4 
Bub 7 243 68.5 
BwWgh 1 301 64,3 
ea.. 29 768 62.0 
C--,ler 28 463 80.4 
Dickey 14 366 n.a 
DMde 16 263 71.9 
Dunn 13 218 64.7 
Eddr 8 316 88.1 
Emmonl 41 269 59.9 
Foel8r 8 347 77.1 
OoldMIYllllly 12 161 83.7 
GC'llndFCMb 36 578 87.6 
Grant 17 194 65.8 

19 342 91.7 Grip . 
12 231 61.2 Hemna. 

Klallr 20 171 102.2 
Lalloln 12 401 78.2 ·- 29 222 73.8 
Mcfflrwy ' 23 . 201 76,9 
tllclMoeh 41 213 73.8 
McKllllle 9 286 59.3 
Mcl.Mn 31 ~ 63.2 
llerclr 22 270 69.4 
Monon 27 235 64.5 
llountralt 6 449 54.8 
NllecM, 25 21'1 95.0 .... 13 194 &tB ....... 28 ™ 62.2 
Pierce 14 258 95.4 

26 317 85.8 
RlcllOnl 14 4tf.l 89.7 
Rlnvlle 18 484 56.9 
IUcNlnd 29 835 64.2 
~ 18 291 76.2 
lll'gent 16 350 72.1 

.stwfdlrt 16 230 82.8 
lkMac 7 120 81.7 ... 8 281 81.7 
stat 18 268 69.4 ...... ,4 NIA 67.5 
8tutllnln 31 344 73.3 
Towrw 20 308 79.1 
Tl'llll 1 662 75.4 
Walsh 23 518 85.4 
Ward 21 363 63.4 
WIiia 16 318 92.9 
Wfffllml 28 304 59.5 

Suite gg7 317 . 70.8 .. 
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The Mfcroorapftto flllltff on thft ffh1 are accurate reproductfons of. records detfveried to Hoder,, lnformetfon Syattffl9 for Mfcr1>fft111tno and 
were ff lined fn the reouler courae of butfno11, Yhe photographic process metta atendarde of the Amtrfoen Netfonal Sttnder,ft Jnttftutt 
(ANSI) -for archfvel mforofflm. NOTICE• U tl1e fflmed frner,e above fa leu lec,fble than thfa Not fee, ft fa due to the qu11l fty of the dot!J!lent btfno ff lmed, 

Optrator'• Signature 

I 

i; 

~ 

_J 



r 

L 

Testimony on SB2390 ND Township Officers Association 
by Ken Yantes 

Mr. Chainnan and members of the House Finance and Taxation Committee 

My natne is Ken Y antes; I represent over 6000 locally elected grassroots 
leaders, the ND Township Officers Association. 
I have come here today in support ofSB2390. The Township Officers feel 
that this tax bill will work to est.1blish a cap. rate floor when interest rates 
dip to unusually low levels, The bill will allow the cap. rate to fluctuate 
when interest rates return to a more normal level. The passage of SB2390, 
at this time, will result in a more realistic ag land tax. 
The State board of Directors of the North Dakota Township Officers 
Association met on February 28th, 2003 and directed me to ask for your do 
pass vote on SB2390. 

Th• 111lcrotrtphfo ,,.... on this fH1111r1 accurate reproductions of .. records delivered to Modern lnformetton SVlttfM for 111lcroffl1tno end J 
were ft lmed fn the regular couree of bu&fnesa, The photographic procese meets atandarda of the Alnerf c•n National Sttnderdl tnatftut• · 
(ANSI) for archival mlcrofllM, NOTICS1 lf the filmed lmoae above te leae legible than this Notice, It fs due to the quality of the ' 
docunent bef ng fl lll'ltd. 
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