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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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House Political Subdivisions Committee
BilVResolution Number HB 1198

“N  Hearing Date: January 30, 2003

| We believe that we know better what's happening and want to make that decision locally rather

it e b

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 statistio formula, The Ag

* community will do nothing differently than what they've done before. The information that

: cotnes out of NDSU will be used as a guideline for these people to determine whether or not they

1 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?

\_/

(1.3 REP. GIL HERBEL: I think it goes back to the late 1970's. I met with a nine county
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: 1 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 at the time, Yes, it could be amended.

\) ) REP. MIKE GROSZ: What are your thoughts of putting a cap on it? |
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House Political Subdivisions Committee
Bill/Resolution Number HB 1198
Hearing Date: January 30, 2003

(9.1) REP. GIU HERBEL: I did not because I still believe in local control, If you don't abject,
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 WEIJSZ: 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.

(13.9) REP. BRUCE ECKRE: What I hear from other people, they don't believe that it's
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 WEISZ: 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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Page 4
House Political Subdivisions Committee
Bill/Resolution Number HB 1198

"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

et e R

supposed to go up 9.75%.
23.3) REP. GLEN FROSETH: Have you heard the proposed amendment, and do you agree
,‘ with it?
} (23.5MAC HALCROW: I guess I 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?
(24.2) MAC HALCROW: Yes, but the County Commission controls about 20% of the mills

7N 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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House Political Subdivisions Committee
Bill/Resolution Number HB 1198
Hearing 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,
you're going tn get accessed at, luckily 70% according to the state numbers. The state averages is

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 is 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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House Political Subdivisions Committee
Bill/Resolution Number HB 1198
Hearing Date: January 30, 2003

(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,

(572 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 level would do with this authority?

(6.3) 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

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

possibly reduced assessment value.
{444) REP. MIKE GROSZ: 1 WILL MOVE AMENDMENT #101.
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| House Political Subdivisions Committee
Bill/Resolution Number HB 1198

m Hearing Date: February 13, 2003

(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

.,»_‘.,4 S

CARRIES.

(45.2) REP. ANDREW MARAGOS: I WOULD MOVE A DO PASS AS AMENDED.
(453) REP. DALE SEVERSON: ISECOND IT.
(45.6) CHAIRMAN GLEN FROSETH; The Senate is also working on another Bill, SB

|
l
#2390 which addresses ag property valuations. |
(46.4) REP, GIL HERBEL: [ would like to address a couple of issues that were brought up ;
|
!
;
{
|

during testimony. I know that the Farm Bureau had a concern that on one of these pages, John
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 ?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 concetn
by the Tax Department on the appeal process, [ 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

| voted to take the entire 12 percent away. The Tax Equalization Board said no and they were
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House Political Subdivisions Committee

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

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

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 agriculiural property for purposes of the school distriot 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 public instruction shall add the tuition apportionment payments, per student
payments, special education ald, fransportation 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 valuation of property in the district. However, for purposes of
ining net assessed and equalized valuation of agric ral_property

in the district unde

=
D {2 =

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, 2004) School district equalization factor. To
determine the amount of paymenis due a school district, the superintendent of pubtic
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 mills times the latest available net assessed and
equalized valuation of property in the district. However, for f
rmining n .and eaualized valuation of agricultural property
in the district under th ion t leultural val r acr
ostimated by the agricultural economics department of North Dakota state
university under subsection 5 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."
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Page 3, line 19, after "eatimates" Insert "¢
agricuftural property* |
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K | Date: J-19-13 |
) a’
. Roll Call Vote #: s
2003 HOUSE STANDING COMMITTEE ROLL CALL VOTES |
BILL/RESOLUTION NO. }{43
¥
House "POLITICAL SUBDIVISION" Com..uittee
[ ] check here for Conference Commilttee |
Legislative Council Amendment Number . ii
actionTaken DO PASS A4S Aenden | |
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REPORT OF STANDING COMMITTEE (410) Module No: HR-29-2840
February 14, 2003 3:26 p.m. Carrier: Herbe!
insert L.C: 30312.0104 Titie: .0200

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, 6 NAYS, 0 ABSENT AND NOT VOTING), HB 1198 was placed on the Sixth
order on the calendar.

Page 1, line 1, after "sections” insert *16.1-27-05," 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. Sectlon 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 equallzation
factor. To determine the amount of payments due a school distriot, 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 avallable net assessed and
equallzecii 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, speciat
! education aid, transportation aid, and teacher compensation payments for which a
! school district is eligible and from that total subtract the following:

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

‘ In the district under this subsection, the average agricultural v rach

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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¥l - TESTIMONY |
| HB 1198
Revresentative Gil Herbe!
N

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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30312.0101 Prepared by the Legislative Council staff for
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Representative W
January 20, 2003

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1198

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 agricultural property for purposes of the school district equalization factor and”

Page 1, after line 4, Insert:

I

"SECTION 1. AMENDMENT. Section 15.1-27-05 of the North Dakota Century
Codo Is amended and reenacted as follows:

15.1-27-05. (Effective through June 30, 2004) School distriot 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 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
equalized valuation of property in the district. However, tor purposes ¢
getermining net assessed ang equalized vaiuaton or aaro Al propefi
n the aistnct ger this subsection, ine & arage agricultural value per acre
astimated by the agricultural economics department of North Dakota state

I:g:\ nder subpsection O O saction b7-02-27. (

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.

(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, special
education ald, transportation ald, and teacher compensation payments for which a
school district Is eligible ancl from that total subtract the foliowing:

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 farme: and township assessor in Barnes
County. I have been the Cuba Township assessor since 1977, I have a bachelor’s degree

in civil engineering from NDSU.

I am very much opposed to HB 1198. 1t 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 fitst 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
Statistios 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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House Political Subdlvisions 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 does 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 increase 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 detrimnent 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 sounty 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 couty 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 ihis 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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| North Dakota Property Tax S\num'
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W -
X
Total , True and Full Value )
Proposed Local (Ajricultural Value) 3
Budget (Market Value) g
plus or:mimu tin!u
Adjustments to the .
Proposed Budget 50%
After Input From
Public Hearings equals
I |
mhl\us Assessed Value
!
All Non-Property times
Tax Revente ]
e State Aid 9% Residential
¢ Unobligated Cash 10% Commercial
* Foes, etc. 10% Agricultural
| {
equals s
| wf‘ &
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. Except 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 vaiorem" 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 Departmens)
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HOUSE POLITICAL SUBDIVISIONS COMMITTEE
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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 loo%ing for an o'pportunity to reduce agricultural values
'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

in

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

spreadshect 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 acre 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 1981, You will see the percentages range from a

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