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Minutes:
Rep. Robin Weisz: My name is Robin Weisz, District 14, central North Dakota, and | have a
bill in front of you today that I'm guessing might have a little discussion. What HB 1546 does is

eliminate the mandatory valuations that we set for the counties plus or minus the 5%. The

. reason I'm doing that is the fact that this body here is often blamed by our citizens for

increasing their property taxes. It has come apparent to me that an increase and disconnect
between what really causes your property tax bill and the public’s understanding and
perception of it. The reality is we don't raise property taxes. We don't generate any income
from property taxes and we don't tax city, county, townships. What this bill would do is put the
responsibility back on the political subdivision where it belongs. Rep Weisz cites an example
of the city of Bowman sending an email on this subject. People need to be aware what
property tax goes for and who is actually raising it, because again, it is those political
subdivisions that determine by their budgets and by their spending. People have lost that
connection between that. With that | introduce the bill because | think it's at least worthy of
discussion and debate. | know there are bills that would oppose it. The state is still going to
set the valuation like we always do. We always have the formulas that set the valuations that

they follow. We would use those for determining the foundation aid formulas. So it wouldn't




Page 2

House Finance and Taxation Committee
Bill/Resolution No. HB 1546

Hearing Date: 02/09/09

. affect that. It is my understanding that was the reason we started to mandate it because of the
foundation aid formulas that caused the disagreement.
Chairman Belter: Are there any questions? Further testimony in support of 1546. Any
opposition to 15467 Any neutral testimony to 15467
Marcy Dickerson, State Sup_ervisor of Assessments and Director of the Property Tax
Division, Office of the State Tax Commissioner, offered testimony in opposition to HB 1546.
See Testimony 1, attached.
Rep. Froseth: | have been working on some property tax issues, and | had a bil! drafted to

allow the counties to assess true and full value anywhere from a range of 60 to 105%. The

county commissioners want no part of it because they like the idea they can blame the state
lawmakers. Don't you think it would sometimes be better for the counties to determine their

. property levels and their taxation needs and the variations of the types of property within that
county to come up with some kind of equalization of taxes prorated on the various types of
property and then present it to the state. Why should the state be in the business of dictating
to the counties when it's their taxes. Don’t you think there should be some adjustments made
there?
Marcy Dickerson: The counties do have the opportunity to determine their budgets which is
the basis for taxes. They can determine how much money they need for various purposes for
the things that they need in their county. The same thing goes for cities and townships. The
problem is that not every county is going to come up with the same idea of equity. A North
Dakota citizen is entitled to be treated as well in your county and in a county in another part of
the state. There are differences. There are different mill levies. There are different

. requirements. Lots of things are different at the local and county level. The only thing that the

state board of equalization is trying to do in equalizing values is to try to give a basic playing
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. field. If you own a house that's worth $100,000 here, and you own a house that's worth
$100,000 here, they should both be assessed at $100,000. It's not fair to do otherwise. A
house in Bismarck or Fargo is going to be worth a whole lot more than that same house will be
in a small town somewhere. Equalization is to make sure that those things are recognized. If
your house isn't worth $100,000, you shouidn't be taxed on a $100,000 house. Generally it is
pretty well done. | think that one reason that most of the counties and major cities do as good
a job as they do is because they know there is a body that has authority over them. There are
some counties that just go do their own thing. Sometimes the state board of equalization has
to make an adjustment. It is for fairness. Valuation is not really the cause of taxes. It's a
matter of fairness. If you value property so that the taxes are spread out fairly over those
different properties, then the people who own different valued properties are taxed equitably.

. Not too high on a low property and not too low on a high property. That’s the whole idea is to
even it out. It is not to set anybody’s tax rates. It's to even it out so people are treated
equitably.
Rep. Brandenburg: Rep. Brandenburg gave an example regarding Bottineau County.
Marcy Dickerson: It's true the counties like to pass the buck to the state.
Rep. Schmidt: You have this tolerance for the state. If you say from 97 to 103, can they go
to 127
Marcy Dickerson: The tolerance of the state board of equalization has put into place, which
was the decision of the state board, not statutory, was that there should be a little latitude
given because to hit 100% of market value is very difficult. Even on the agricultural value.
There are factors that there probably should be some wiggle room. So they said between 95

. and 105%. Their policy generally has been if a county’s assessments are below 95 or above

105, they will move them to 97 or 103. They'll move them in closer. Not move them 100% but
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put them within the tolerance. It's kind of an incentive to come up within the 95 to 100%
(initially testified the range is 95 to 105%) to start with, because if you do that, you can stay
there. If you're outside of that, they're going to move you from 97 to 103. ltis to the
advantage of the assessing body to get within the tolerance the first time around. Once this
did come before the attorney general, and then a county asked if the state board had authority
to do that 95 to 100% on agricultural assessment, and the attorney general ruled that was
proper for the state board to do. They never asked on the commercial, but on the agriculturail.
That was the attorney general’s opinion.

Chairman Belter: Any other opposition to 15467 Any neutral testimony on 15647 If not, we'll

close the hearing on 1546.
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Minutes:

Chairman Belter opened the hearing on HB 1546.

Rep. Schmidt: | make a motion do not pass.

Rep. Winrich: Second

Chairman Belter: Any discussion? If not, will the clerk read the roll for a do not pass on HB

. 1546.

The roll was read by the clerk.

8 yes, 2 no, 3 absent. Rep. Winrich was assigned to carry the bill.
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Chairman Belter, members of the House Finance and Taxation Committee, I am Marcy
Dickerson, State Supervisor of Assessments and Director of the Property Tax Division for the
Office of State Tax Commissioner. I am here today to explain why the Tax Commissioner and
State Board of Equalization do not support House Bill 1546.

House Bill 1546 would take away the authority of the state board of equalization to
equalize property assessments. That would mean there would be no statewide overview of
property assessments and no supervisory body to facilitate equitable treatment of property
taxpayers.

The state board of equalization, originally established in 1897, is comprised of the

governor, state treasurer, state auditor, agriculture commissioner, and state tax commissioner.

(. Under existing language in N.D.C.C. § 57-13-04, the state board of equalization has the
responsibility to equalize the valuation and assessment of property throughout the state, equalize

the assessment of property in this state between assessment districts of the same county, and
equalize assessments between the different counties of the state.

Article X, § 4 of the North Dakota Constitution requires that “{a]ll taxable property
except as hereinafter in this section provided, shall be assessed in the county, city, township,
village or district in which it is situated, in the manner prescribed by law.” N.D.C.C.

§ 57-02-27.1 provides that all property is to be valued at its true and full value as defined in
subsection 15 of § 57-02-01, except for agricultural land for which the true and full value must
be determined pursuant to § 57-02-27.2.

«“57.02-01. Definitions. 15. ‘True and full value’ means the value determined by
considering the earning or productive capacity, if any, the market value, if any, and all other
matters that affect the actual value of the property to be assessed. This shall include, for
purposes of arriving at the true and full value of property used for agricultural purposes, farm

rentals, soil capability, soil productivity, and soils analysis.”



Statewide oversight is required to ensure that those requirements are followed throughout
the State. If township, city, and county boards of equalization perform their statutory assessment
duties properly, the state board of equalization accepts the assessments certified by the county
boards. Each year most counties’ and major cities’ property assessments are within the 95 to 105
percent tolerance allowed by the state board of equalization. If a jurisdiction is not within
tolerance but is in the process of a reassessment or provides an explanation of why the

assessments are high or low, the state board of equalization may give that jurisdiction another
year or more to reach the required assessment level, Otherwise, the state board of equalization

will adjust the assessments to be within tolerance, generally within 97 to 103 percent of market
value or the agricultural value per acre certified by North Dakota State University (NDSU)

pursuant to § 57-02-27.2.
Article X, § 5 of the North Dakota Constitution requires that taxes shall be uniform upon

the same class of property including franchises within the territorial limits of the authority
levying the tax. Property taxation cannot be uniform unless property assessment is uniform.

For example, consider a school district that includes property in two counties. If
County A assesses residential and commercial property at market value and County B assesses
residential and commercial property at 80 percent of market value, property owners in County A
will pay more than their rightful share of taxes to that schoo! district and property owners in
County B will pay less than their rightful share. If County A’s agricultural property assessments
meet the countywide average agricultural value calculated by NDSU in compliance with
N.D.C.C. § 57-02-27.2, and County B’s agricultural property assessments result in an average
value per acre that is higher, or lower, than the countywide average value per acre calculated by
NDSU, farmers in both counties will pay a disproportionate share of taxes to that school district.

The North Dakota Legislature has given the responsibility and authority to equalize
property assessments to the state board of equalization. If the Legislature takes that authority
away without transferring it to another entity, there will be no equalization. The State will not be
in compliance with the Constitutional requirements of Article X, §§ 4 and 5.

The tax commissioner and the state board of equalization ask that you vote Do Not Pass
on House Bill 1546.

This concludes my prepared testimony.



