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Minutes:
Chairman Koppelman opened the hearing on HCR 3046.
Rep. Ruby: For the record my name is Representative Dan Ruby from District 38. | am the
prime sponsor for HCR 3046. The resolution you have before you is very simple. This very
. simply asks the citizens to make a decision of whether they want to abolish property tax in the
state of North Dakota. States around us, there’s states that have no income tax. There's
states that have no sales tax. We would be the only state without property tax. | know that in
our state there is a three legged stool approach that's always been the common philosophy
that we've been under for many years. This would be a shift in that. The way many of you
have seen in past elections dealing with the discussions of property tax. The high cost of
property tax has for many years been a big issue for many of the people in our state. This
does not propose a shift whereby increasing another tax to offset this. This will allow us to
prioritize to offset cuts to the political subdivisions where we can fund them with revenues
coming into the state from our oil and gas taxes, our income tax, whether it's individual or
corporate, our sales tax, our lottery, etc. In some of the new language on page 2 and at the
. beginning of page 3 the intent would be to offset those taxes of the political subdivisions are

receiving now through their property taxes. So this isn't asking them to do anything less than
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. they are now. That's what the bill does. This is something | think our state can afford. We
have a surplus at this time but we also have many funds that we refund or increase every
session. I'm thinking about some of our development funds, some of our issues that we have
with looking at giving money back to the people. We don't have to work so hard to do all that.
Find a right pattern. What group are we going to help this time. You can basically help all
families, all businesses, whether they be existing or ones that will be coming in, by passing this
resolution. The important thing is I'm not asking you to pass it or you to make this decision.
I'm just asking that you give the people the chance to hear the debate. Basically it will be a
two-year study before the next election.

Rep. Conrad: How much do you collect in property taxes.
Rep. Ruby: 1 believe it is somewhere in the range of $700 million. It might be slightly more

. than that. Some of that is also certainly the cost of counties, cities and schools are using to,
that they have to use to actually bring that in. They wouldn’t necessarily have to go through all
the processes as well. As far as the mechanism to give this back to most of the political
subdivisions, we have a tax distribution fund from the sales tax. The state collects 5% and
then a portion is given back to the cities and the counties already at that point. There’s one
mechanism there. The beauty of this is it gives not only the people two years to hear this
whole process to see if this is something we want to do, it gives us the ability to find and work

around their input as well the best way to put this back to the people.

Rep. Conrad: Do you know how much each percentage of the sales tax raises? How much

are we going to have to raise the sales tax to replace the property tax.
Rep. Ruby: My proposal doesn’t propose to do that. It proposes to use the existing dollars

.that the state has. We can find deficiencies. We can look at all kinds of different priorities in

our spending, in our revenue that's coming in. This helps businesses to increase wages based
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. on not having to pay property tax. Let's say we put that into their employees’ income and raise
them up to be competitive with the states around us. The state's going to give more money
back in income tax. The offset isn’t as drastic as it sounds on the onset.

Chairman Koppelman: If you'll notice the fiscal note says that it can't be projected because
there aren’t projections for property taxes for 2012. | did, however, ask legislative council in
anticipation of this kind of question from the committee about what this has run in the past.
(See Attachment #1) In 2008 a tota! of $824,964,437 was levied for ad valorem and special
property taxes. Of that $708,732,419 was for real estate taxes. Depending on the wording of
this and whether it would (inaudible), we're talking either about $709 million up to about $825
million based on last year.

Rep. Conrad: What percentage of the sales tax raises?

. Chairman Koppelman: | didn’t ask that question. We can ask council for that.

Rep. Ruby: Some of the legislators have looked at that as what percentage we require.
That’'s something the state could always look at. | think it can be done at this time and in the
future without having (inaudible).

Rep. Uglem: Do you have any idea what it costs the counties and other political subdivisions

to collect property taxes.

Rep. Ruby: No, | don't. I'm sure that changes based on the counties amount of population

they have. It's probably going to be different across the board.

Robert Hale testified in support of HCR 3046. See Attachment #2.

Chairman Koppelman: Regarding the question of all of the funding for all local government

coming from the state, which would be the result of this if it were to be put on the ballot and
. approved by the voters, it's often said control follows the dollars. If the purse strings go,

restrictions and other kinds of strings, you hear that. Are you concerned about schools being
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. run in essence by the state school board because they would control the funding or local
governments being told what they can and can’t do much the same way we suffer when
Washington tells us something we don’t want to hear.

Mr. Hale: 1think it is a legitimate concern. | would urge all of you to read the change in
constitution as proposed. In it | think it addresses that question very vigorously. However on
this proposal we state that the monies that are going to be collected and identified where they

come from, have to be distributed to the local jurisdictions with no strings attached. What we
will be doing however will be creating the formula that is going to determine how much will go

to each jurisdiction. That is the dilemma that has to be dealt with. | think during the debate we
are going to see some good ideas coming forward. Rep. Uglem, you asked how much it costs
to collect the money. The study | did going through the number of counties, it appears that
. there is approximately $50 million dollars to used to coliect the taxes across the state.
Obviously some counties are less and others are more. The specials don't come out of this.
Specials are voted on by people through local issues. That's not a part of this. It's the $708
million. This session has a $1.3 billion surplus. The money is there without raising taxes. This
proposal would not require any increase in sales tax. Currently sales and income tax raise
more than enough money to offset those property taxes.
Rep. Conrad: A lot of that is because of oil. We're all concerned the oil will not be here. If we
don’t have the oil development, what are we going to replace that with? Are we going to have
an increase in taxes to replace that?
Mr. Hale: | believe right now there are things in this budget that if the citizens were aware of
exactly what they were, they could be cut. | also believe that in terms of oil, | think relative to

.this, none of these surplus doliars are oil or gas trust funds. That's a separately identified fund.
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. The $1.3 billion does not include the projected $665 miltion in oil. That’s in a separate
account.
Rep. Conrad: The sales tax and the personal and corporate income tax are higher because
of oil development. Where will it come from when there's no oil?
Mr. Hale: | can’t tell you how much of the sales tax or personal income tax is coming from oil
activity. | do know it's not a large portion. The majority of our income taxes in this state come
from agricultural income.
Chairman Koppelman: One of the phrases we hear a lot when we complain to Washington
about unfunded mandates and the counties and local governments complain to the state about
the same kind of things from time to time, this appears to be all funding but no mandate. As
indicated there's words in here that says the money is spent at the sole discretion of the local

. governing body, and those of us who value local control like that in one sense. On the other
hand, we sometimes have mandates coming down from the federal government that trickle
down to the local entities. If the state is unable to pass down that kind of a requirement along
with dollars, do you envision the local entities being strictly subject to those federal mandates
directly if they accept dollars even though it goes through the state?
Mr. Hale: The money would go to the local district. The local political subdivision would be
making up what happens if property taxes go away. That comes down with requirements. The
money the state has currently been using for example for transportation. That's in the state
transportation fund. That's state dollars. Those dollars are actually different dollars. This
does not touch any of those dollars. You would be doing exactly the same thing you currently
do and have the ability to do it.

.John Fjeldahl: My name is John Fjeldahl. | am from Berthold, North Dakota. | am currently a

Ward County Commissioner. | guess | believe it's time we try and involve the general public in
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. these discussions of property tax. Being a school board member we hear a lot about the
increase in property tax. Also, to become a vehicle for economic development that if
manipulate this tax beyond being fair anymore. That concerns me because in the position |
serve, | am responsible for those budgets. When taxation isn't fair across the board to the
people we represent, it's being stripped of its validity | believe. Too much of this is going on.
The property tax is being used as a development tool of which it has become a non-
development tool to the ones left paying the bill. Those are the people we are hearing from a
lot of the times that are frustrated with the continual rise of property taxes and yet bills are
being passed all the time that allow entities which | serve to manipulate the tax. These
discussions have been going on for so long | think it's time we have a general discussion that
involves these taxpayers.

. Rep. Kretschmar: How would you envision that the state would make up to provide money to
local political subdivisions for the funds they need.

Mr. Fjeldahl: Right now, as far as the county level, we get revenues hased on mileage counts
within the town through gas taxes. Those vehicles that determine how much money goes to
each county, or even on down to the township level, that formula is already in place. The
difference would be you would have to change the formula somewhat so that each of those
subdivisions were being whole on their budgets. And by doing that you're spreading tax out
much more fairly by the users in this state of all those services they want. I'm looking at the

education side of things and the legislative body has been working at trying to get away from

property tax burden, and you are doing it as legislators on some types of formulas to lessen
the property tax burden.
.Testimony offered on behalf of Eldred Knutson, Township Assessor for Barnes County.

See Attachment #4.
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. Dennis Stillings offered testimony in support of HCR 3046. See Attachment #5.
Chairman Koppelman: Further support. Opposition to HCR 3046.
Jerry Hjelmstad: My name is Jerry Hjelmstad, and I'm here on behalf of the League of Cities.
We do have some concerns of putting this issue before the voters without a study of impact it
would to eliminate property taxes. Any proposal should specify how property taxes are to be
replaced so that voters can be informed as to whether we can rely on the sources that will be
replacing the property taxes because the property tax is a reliable source for the local
government. I'm concerned on page 2, line 30 where it says they will fund the legally imposed
obligations (inaudible). These are all local determinations made by the locai governing boards.
There's been some talk about the debate on the issue. I'm just wondering when this debate

| would take place. There are too many questions that are unanswered.

. Chairman Koppelman: I'm wondering if you read the resolution, would you interpret it such
that for cities for example and you talked about these kinds of local decisions that are made.
Let's say the city of Minot decides it needs 22 police officers and the state of North Dakota
says we think you need 20, and here’s the money for 20. How would those kinds of
communications be carried out according to what you see in the resolution?
Mr. Hjelmstad: (inaudible) provide payment from some formula of what a community would
need. How the formula would be determined would be a separate issue.
Bev Nielson, School Board Association: If's an interesting concept. It would certainly solve
a lot of problems if we didn’t have to yield to property taxes. There a couple things that
concern me in replacing the income, the amount of money for one thing. And then how the

_ state would feel about replacing 52% of Fargo’s $90 million budget and 32% of some smaller
.district. We need to know what exactly you are replacing. Are you going to replace at a

certain level and then leave school's funding at a higher level to make up. In areas where the
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. state has picked up the majority of the cost and left very little to the locals, a lot of times the
people in the community who would be willing to pay more and have better things for their

schools but can't by virtue of law, have started private schools, church schools. Those are just

a couple of our concemns. 1do think having some local ownership and participation in funding

the school is not a bad thing.

Chairman Koppelman: Further testimony in opposition to HCR 3046. Neutral testimony on

HCR 3046.

Justin Gawrylow offered testimony in support of HCR 3046. See Attachment #6.

Chairman Koppelman: Do you think this kind of a study would be useful, or do you think it's

just a wheel spinning exercise.

Mr. Gawrylow: It wouldn't be useless. It would be useful. | think a lot of the debate has been
. what is the state’s role in funding education. I've never heard anybody say the state needs to

bail out cities, counties and park districts yet. That may change. | don’t have a problem with

starting debates. That's not the issue, and | don't oppose the concept at all. [t's simply that

should the state be doing anything is really the question. We need to look at what has created

the situation. Where we've been to get to where we are now.

Chairman Koppelman: I'm sure it's been a frustration of all of us as legislators just as you

point out that the legislature is continually asked about this question even though we don't levy

property taxes. The local entities do. Do you see an alternative that the state could mandate

or enact or encourage short of abolishing property taxes to get them under control without

centralization of power and resources.

Mr. Gawrylow: The real question is should the state, you have a formula already, and we can
.approach reforming and changing that. There are many ways this can be approached and

alleviated. The real issue is the state going to be spending dollars in a property tax relief plan,
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then what regulations shouid be attached to that. The problem on the local level is the local
voters are placing the blame and asking for the state (inaudible) when it's really the local
authority that needs to get more involved.

Rep. Griffin: Will you not admit the state does have some impact on local property taxes?
Would you not say the state does bear some responsibility?

Mr. Gawrylow: Absolutely.

Written testimony in support of HCR 3046 was provided by Charlene Nelson. See
Attachment #7.

Chairman Koppelman closed the hearing on HCR 3046
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Minutes:
Chairman Koppelman opened the hearing on HCR 3046.
Rep. Hatlestad: | have an amendment to 3046.
Chairman Koppelman: This is the bold idea of eliminating the property tax.

. Rep. Hatlestad: | need to know what's going to happen, how it's going to happen, financially
what do we do if this passes? | would want to know revenue streams and conseguences, and
I don't think by just putting it on the ballot, we're going to get that. What my amendment does
is to create a study, a two-year study, and then effectively put this amendment or this
resolution on the 2012 general election ballot which then makes it effective in 2014 if passed. |
move the amendment.

Rep. Schatz: Second.

Chairman Koppelman: Moved and seconded. Discussion?

Rep. Conrad: This doesn't automatically put it on the ballot, does it?

Rep. Hatlestad: Yeah, it does. But not for two years.

Chairman Koppelman: | think what Rep. Hatlestad is aiming at here is that by studying this
.and delaying the implementation date, it gives the old legal term, the legislature another bite of

the apple. It allows us to meet again, which we will obviously in 2011, and at that point, having
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. concluded the study, make a determination as to whether the legislature wishes to leave this
as is, and have it go on the 2012 ballot whether the legislature concludes that this is a crazy
idea that won’t work and forget it, do nothing, just repeal this, or whether the legislature
determines the study has shown us some factors that we see that we believe we could use to

really reform property tax. They could put something like that on the ballot. It gives the

legislature options to the issue with a study in the meantime.
Rep. Conrad: | appreciate Rep. Hatlestad putting it in a form that would make it more
palatable or workable.
Rep. Hatlestad: If we look at section 7, if we conclude that this is not feasible, then the
second step is that we look at property tax reform. At least we are going to do something. |
wasn't involved in that other one.

. Rep. Conrad: ! think that's what we've been involved in. | think we have some wonderful

proposals on the table.

Chairman Koppelman: As | read Rep. Hatlestad's amendment, one of the things | like about
it is that it's much more bold and sweeping than anybody at the legistature has ever done
before. | don't think any study has ever been charged with seriously looking at can property
taxes be eliminated. Then it has a fallback position that if the determination of the study is that
they can't be eliminated as Rep. Hatlestad says, it says let's look at reform. | respectfully differ
with your conclusion Rep. Conrad in saying that we've achieved reform. | think we've
achieved relief. That's one of the only reason some of us would support it because it does
give a dollar for dollar reduction with every dollar of state money. We've had a number of
proposals to do property tax reform. They've all been defeated. From what I'm hearing from
.constituents, | don't think people are satisfied that property tax has been reformed. | think they

see some relief coming. | think those of us in the legislature and those of us that have really
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analyzed this issue, understand that the system has got some real flaws too. | think there is
something new here so I'm going to support the amendment because | think it urges the
legislature to retake a look at this in more depth.

Rep. Griffin: | like the study portion. What was the reason for leaving the bill in place and just
changing the effective dates.

Rep. Hatlestad: Maybe in a sense that was designed to pacify the people that we want it right
now. I'm saying we'll go through the study and we're looking at putting it back on the ballot
based upon the results of our study. It potentially could go back on the ballot.

Rep. Griffin: Since we're not really amending the statute here with this bill, what kind of bill
would we put in to repeal it.

Rep. Kretschmar: We've never had one that we were going to put on the ballot two years
later as a proposed amendment. I'm going to support the amendments, but 'm not voting for
this resolution. | don't think it is a good resolution. | don't think we can get rid of property
taxes. | certainly think it could be studied. | certainly cannot support eliminating property
taxes.

Rep. Griffin: Do you know what we would use to repeal this?

Rep. Kretschmar: It would take another resolution by the legislature if this is passed by the
house and the senate, it would go on the ballot on the election that's designated. We can't
bind the 2011 session. They could look at it and say get that thing out of here.

Chairman Koppelman: Further discussion. We'll take a vote on the voice vote. All those in
favor signify by saying aye. Those opposed? Motion carries, the amendment is adopted.

Further discussion on HCR 3046.
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Rep. Conrad: Someone asked me after the hearing what would be put in place of property
tax to support fire and police departments. Do we have the income? What leg are we going
put out there. (inaudible)

Chairman Koppelman: The comments I'm hearing are some are saying maybe cities should
be able to have a different kind of tax. Maybe it shouid ali come from state income tax and
sales tax and/or oil money. We've amended the resolution so it doesn't matter, but even the
way the resolution came in, and from the testimony, | don't think it included special
assessments and that sort of thing. Even if this were law today and we had no property tax, |
think cities would be able to do special assessments.

Rep. Conrad: But are there special assessments for fire departments.

Chairman Koppelman: Perhaps. Good question. Further discussion. Is there a motion.
Rep Conrad: | motion for do not pass.

Rep. Kretschmar: Second.

The roll was called by the clerk.

4 yes, 5 no, 0 absent and not voting.

Chairman Koppelman: Motion fails 4 to 5.

Rep. Hatlestad: | move a do pass as amended.

Rep. Schatz: Second.

The roll was called by the clerk.

5 yes, 4 no, 0 absent and not voting. Rep. Hatlstad was assigned to carry the

resolution.



FISCAL NOTE

Requested by Legislative Council
03/09/2009

. Amendment to: HCR3046

1A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
General [Other Funds| General |Other Funds| General |OQOther Funds
Fund Fund Fund
Revenues
Expenditures
Appropriations
1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.
2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the
provisions having fiscal impact (limited to 300 characters).

Engrossed HCR 3046 eliminates all property taxes in the state, if determined to be feasible based on a Legislative
Council study to be conducted during the 2009-2010 interim.

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which
have fiscal impact. Include any assumptions and comments relevant to the analysis.

Engrossed HCR 3046 authorizes a Legislative Council study to determine the feasibility of elimination of the property
taxes in the state. If the results of the study indicate it is feasible and desirable to eliminate property taxes, and if it is
subsequently approved by the voters, Engrossed HCR 3046 would eliminate property taxation and repiace the
revenue with state sources of revenue, such as income and oil taxes, etc.

If enacted and approved by voters, property taxes would be eliminated beginning in 2014. There is no forecast of
state general fund taxes, or property taxes, for calendar year 2014. The revenue shift from local to state sources of
revenue cannot be computed.

3. State fiscal effect detail: Forinformation shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and

fund affected and any amounts included in the executive budget.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency
and fund affected. Explain the relationship between the amounts shown for expenditures and
appropriations. Indicate whether the appropriafion is also included in the executive budget or refates to a
continuing appropriation.

IName: Kathryn L. Strombeck lAgency: Office of Tax Commissioner
L
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. Bill/Resolution No.: HCR3046

1A. State fiscal effect: /dentify the state fiscal effect and the fiscaf effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
General |Other Funds| General [OtherFunds| General |OtherFunds
Fund Fund Fund

Revenues
Expenditures
Appropriations

1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the
provisions having fiscal impact (limited to 300 characters).

HCR 3046 eliminates all property taxes in the state.

B. Fiscal impact sections: /dentify and provide a brief description of the sections of the measure which
have fiscal impact. Include any assumptions and comments relevant to the analysis.
If enacted and approved by the voters, HCR 3046 would eliminate property taxation and replace the revenue with
state sources of revenue, such as income and oil taxes, etc.

If enacted and approved by voters, property taxes would be eliminated beginning in 2012. There is no forecast of
state general fund taxes, or property taxes, for calendar year 2012. The revenue shift from local to state sources of
revenue cannct be computed.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amountis. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line
itemn, and fund affected and the number of FTE pasitions affected.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency
and fund affected. Explain the relationship between the amounts shown for expenditures and
appropriations. Indicate whether the appropriation is also included in the executive budget or relates tc a
continuing appropriation.

Name: Kathryn L. Strombeck gency: Office of Tax Commissioner
Phone Number: 328-3402 Date Prepared: 02/25/2009
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. PROPOSED AMENDMENTS TO HOUSE CONCURRENT RESOLUTION NO. 3046

Page 1, line 4, after the semicolon insert "to provide for a legislative council study before
placement of this measure on the ballot;”

Page 1, line 7, replace "2012" with "2014"
Page 1, line 13, replace "2010" with "2012"

Page 2, line 10, replace "2012" with "2014"
Page 2, line 20, replace "2012" with "2014"

Page 5, after line 29, insert:

"SECTION 7. LEGISLATIVE COUNCIL STUDY. During the 2009-10 interim,
the legislative council shall study all aspects of the consequences of enactment of this
measure, including fiscal and administrative analysis and statutory changes that would
be required by enactment of this measure. If the legislative council determines that
elimination of property taxes is not feasible or desirable, the study directed by this
section must focus on property tax reform issues, inctuding all aspects of the fiscal and
administrative components of the property tax system. The legislative council shall
report its findings and recommendations, together with any legislation required to
implement the recommendations, to the sixty-second legislative assembly.”

Page 5, line 30, after the comma insert "sections 1 through 6 of” and replace "becomes” with
"become”

Page 5, line 31, replace "2012" with "2014"

Renumber accordingly

Page No. 1 93073.0101
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Yas

Chairman Koppelman Rep. Conrad

Vice Chairman Kretschmar | Rep. Griffin

Rep. Hatlestad Rep. Schneider

Rep. Meier

Rep. Schatz

NN

Rep. Uglem

Total Yes 5 No ur

Absent

Floor Carrier: \Ar@,‘&f \ S m_i

if the vote is on an amendment, briefly indicate intent:



REPORT OF STANDING COMMITTEE (410) Moduie No: HR-39-4080
March 5, 2009 9:11 a.m. . Carrier: Hatlestad
\ VDY QY Y Insert LC: 93073.0101  Title: .0200

REPORT OF STANDING COMMITTEE
HCR 3046: Constitutional Revision Committee (Rep. Koppelman, Chairman)
recommends AMENDMENTS AS FOLLOWS and when sc amended, recommends
DO PASS (5 YEAS, 4 NAYS, 0 ABSENT AND NOT VOTING). HCR 3046 was placed
on the Sixth order on the calendar.

Page 1, line 4, after the semicolon insert "o provide for a legislative council study before
placement of this measure on the ballot;”

Page 1, line 7, replace "2012" with "2014"
Page 1, line 13, replace "2010" with "2012"
Page 2, line 10, replace "2012" with "2014"
Page 2, line 20, replace "2012" with "2014"
Page 5, after line 29, insert:

"SECTION 7. LEGISLATIVE COUNCIL STUDY. During the 2009-10 interim,
the legisiative council shall study all aspects of the consequences of enactment of this
measure, including fiscal and administrative analysis and statutory changes that would
be required by enactment of this measure. If the legislative council determines that
glimination of property taxes is not feasible or desirable, the study directed by this
section must focus on property tax reform issues, including all aspects of the fiscal and

administrative components of the property tax system. The legislative council shall
report its findings and recommendations, together with any legislation required to

implement the recommendations, to the sixty-second legislative assembly.”

Page 5, line 30, after the comma insert "sections 1 through 6 of" and replace "becomes” with
"become”

Page 5, line 31, replace "2012" with "2014"

Renumber accordingly

(2) DESK, (3) COMM Page No. 1 HR-39-4080
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Attoch ment #H

Koppelman, Kim A.

From: © Smith, JimW,
ant: ) Thursday, February 26, 2009 11:55 AM
h: . Koppelman, Kim A.

oubject: _ _ North Dakota Property Taxes 2008

According to the Tax Department’s 2008 red book on state and local taxes, a total of $824,964,437 was levied for 2008
for ad valorem and special property taxes, consisting of $708,732,419 for Real Estate, $31,808,319 for Utilities,
$11,433,098 for speciai taxes(mobile home, banks, efectric cooperatives...) and $72,990,601 for special assessments.

Jim W. Smith

Director

North Dakota Legislative Council
Bismarck ND 58505
701.328.2916#‘
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ANdthment L

TESTIMONY HCR 3046
Chairman Kim Koppelman — House Constitutional Revisions Committee

Presented by Robert Hale — North Dakota citizen and taxpayer
1919 2" Street SE

Minot, ND 58701

701-721-9782

HCR No. 3046 — DO PASS

Mr. Chairman and members of the Committee, my name is Robert Hale. I am a
citizen, a taxpayer, an employer, an attorney, a husband and a father of four.

V've paid several millions of dollars in property taxes in North Dakota and in other
jurisdictions. 1've paid hundreds of thousands of dollars in sales and excise taxes

and several millions of dollars in income taxes.

| believe the single most important thing we as citizens have is the opportunity to
fully discuss, debate and decide how we will be taxed and the rules under which
we must act. In our form of Government nothing is more important than being
able to fully and meaningfully participate in the rules and regulations we must live

under and how we are taxed.

| urge you to support and give a unanimous DO PASS to HCR No. 3046.

The question today isn’t whether or not ABOLISHING
PROPERTY TAXES in North Dakota is a good idea or a bad idea.

The question is whether or not each and every voter in North Dakota will have
the opportunity over the next 21 months to hear and participate in the discussion
and debate on the pros and cons of doing that and then deciding for ourselves if

we wish to do so.

There are some here that are opposed to engaging in this debate. | understand
their fear of the unknown; their fear of having to possibly do things differently;

their lack of trust and confidence in the voters to do as they wish they would do.

It is my belief that there is nothing healthier than serious debate on serious

questions and issues impacting North Dakota families.
1



You have all seen the numerous bills presented this session addressing the
problems with property taxes. The issues and problems are real. Many citizens
are forced to sell their homes because they cannot afford to pay their taxes.
Others do without adequate utilities, food and medical care because unless they-

do they cannot pay their property taxes and would lose their homes.

Those who are afraid of debate on this measure and testify here today urging
you to recommend a NO NOT PASS demonstrate a complete lack of faith in our

system of democracy and those who elect you to office.

There is no question there are pros and cons regarding ABOLISHING
PROPERTY TAXES. If we did abolish them we'd be the only state in the nation
to do so. If we abolished property taxes we'd directly put more than
$700,000,000 every year in the hands of North Dakota families to spend as they

see fit.

The truth of the matter is that over the past 4 years sales and income taxes have
raised more than enough money to fully fund state government and fund what is

raised through property taxes.

This does not include oil and gas tax revenues. If HCR 3046 had been in place 4
years ago North Dakota taxpayers would have had almost $3 billion dollars more

to spend on their families. Yes, special interest spending would have been

reduced by a like amount. However, all families in our state would have

benefited directly not just limited special interests that did benefit.

AGAIN — ABOLISHING PROPERTY TAXES isn't what you are being asked to
vote on today. You are asked to recommend to your colleagues that this

measure is presented to the voters of North Dakota to decide for themselves in
November of 2011. You are being asked to vote to initiate 21 months of debate

on the pros and cons of this measure. You are being asked to provide a forum



so the issues surrounding ABOLITION OF PROPERTY TAXES can be fully,
discussed, debated and understood.

| know City and County officials are fearful. | realize that change frightens
people. | also know that progress is not possible without change and meaningful

change is never possible without full, serious and open debate.

We all know that this proposal, if supported by the voters of North Dakota, would
make our state unique. However, the most important thing you can do is to give
the voters of North Dakota ~ the opportunity to explore the pros and cons and

then decide for ourselves.

Change is difficult we all struggle with it. 1 believe that everyone here has

personally experienced the struggling with change — | also believe that each of us
has, after having to make changes — have realized change is more often good

than not.

Having to learn to do things differently frightens many. Yet, having to think
outside the box - to adjust - to change is a necessary step if we are to move

forward, thrive and improve out circumstances.

| urge you to vote a DUE PASS on HCR 3046. | urge you to trust those who
sent you her to debate whether or not to ABOLISH PROPERTY TAXES.

| believe that the best decision on whether 1o ABOLISH PROPERYT TAXES will
come from vigorous, discussion and debate and then putting it in the hands of
the voters.

| urge you to put aside fear of the unknown. You have the power to do this — |
urge you to honor those who sent you here and give us the opportunity to debate
and decide this issue in November of 2011. THANK YOU.



Page 1 of 1
At o mend tH 3
Hello Representatives,

| would appreciate your support of both HCR 3049 and 3046. The reasons | would like both of these given
a do pass and follow on to adoption is that they do not conflict with each other as stated by the public employee
representative. | believe a representative for the public employees said these were in conflict because one HCR
says they want caps to the rates of inflation and HCR one allows abolition of property taxes. The common
denominator in both of these is that the public will choose between eliminating property taxes and the public will
be able to vote for increased property taxes when budgets increase beyond the rate of inflation. Itis true
demaocratic government. Being afraid of unintended circumstances should not be the maijor problem for these
measures. Do any of you know what amount of taxable valuation is currently being exempted in this state?

That is why these resolutions need and will have a public discussion on whether either one would be
adopted. Nobody likes taxes except those that don't pay them and receive many benefits from them. That
hopefully never becomes the majority of people. The discussion on these resolutions can be so useful for our
state and local subdivisions, it should happen. As | stated in my comments to you in the hearing, property taxes
have gotten so out of whack by manipulations and uses that the should be abolished or reigned in. | would think
you should agree. The one concern expressed by the schoot boards representative was the local control issue.
Both these measures address local control. It will be the local control (PEOPLE) that will either approve or

disapprove these measures if put on the ballot. | urge you to give these resolutions a do pass.

Thanks for your time. John Fjeldahl.

E-mail message checked by Spyware Doctor (6.0.0.386)
Database version: 5.11870
http://www.pctools.com/spyware-doctor-antivirus/
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Fach ment ittff

PROPERTY TAX CONCERNS
LOCAL ASSESSORS ARE LIMITED.

The Cost Schedule Sheets, (various tables used to determine structure costs) are not
kept current in the Assessor Manuals. As a result, local assessors can no longer
determine current vaiue of property. information and data must be taken into the local
County Tax Director’s office where it is entered into a computer program that produces
the final value. The Tax Director is willing to come out and assist in gathering the
information but it still has to go back for entry into the computer.

Removing the assessors from the calculation portion prevents them from being able to
expiain in detail how some of the final amounts were arrived at. Nor do they have a way
of knowing when errors occur which we know does happen.

IRREGULARITIES.

There are examples of appraisals done by the local Tax Director's Office which are
extremely high one year, ($409,000) but then dropped to ($265,000) when a
professional appraiser is hired to value the property. Their results were $290,000.
Guess which amount they went with ~ Yes, the $290,000. Just seems a little fishy.

LAND PRICES.

There is considerable variation in land prices within townships and communities. This is
to be based on actual sales but in researching recent sales the prices are not justified.
Just in one subdivision the lots vary from $51 to $71 per frontal foot. Others at the same
location are based on acreage. One lot has a front and back to the road and therefore
has 504 ft of frontage at $71 per ft comes out to $35,784. They only paid $9000 for it 2
years ago. A lot across the road which is.more desirable sold for approximately $16,000
around the same time is only appraised at $24,200.

Land that is hayed is being taxed as residential development lots because the possibility
is there that someone someday could build on it. This won't happen unless they survey
and subdivide the land. Land is to be taxed as it is used not zoned.

Qb Vb s
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Abolishing Property Taxes in North Dakota

It’s an honor to be here, and [ wish to thank Representative Ruby for sponsoring the
amendment to abolish property taxes. .

I was born and raised in North Dakota and—after detours to Minnesota { Minneapolis),
South Dakota, Montana, and Hawaii (the last 15 years)}—I have returned here to spend my
retirement years. My friends in Hawaii questioned my decision, but North Dakotans thought
me to be quite mad.

I love this state. It’s a great place to live. And 1 believe that the time has come for North
Dakota to showcase its assets, both material and non-material. In addition to our well-known
natural resources, we have a sense of personal responsibility that is rare these days. We
believe in traditional values, we possess a real and famous work ethic, and we share a simple
and sincere desire to be of service to our communities, our state, and our country.

The abolishing of property taxes would have far-reaching positive consequences, both at
the level of the individual and at the level of the state.

At the individual level—and [ speak as a older representative of that level—those who are
about to retire, or have already retired, now find that, due to the current financial crisis, their
assets have been drastically reduced. Many elderly have been forced to cut back on their
retirement plans, perhaps even to sell their homes. The never-ending payment of property
taxes does not add to their quality of life. In today’s housing market, where the value and sales

of existing houses continue to drop relentlessly, and where potential buyers find credit difficult
to obtain, the situation for retirement-age people may become even worse.

At the state level, abolishing the property tax will send shock waves of excitement through
the country. We will be the only state without a property tax. Property tax is a very sore
pomt in many parts of the United States. For years, property taxes rose as the housing bubble
expanded, and local governments saw the opportunities for large additional revenues, but
assessed values failed to contract as housing prices plummeted, houses could not be sold, and
heavy losses were suffered.

It will not be lost on people across the country that—in a state without property tax—
they can actually pay off their homes and still own them free and clear, without having to pay
annual fees to maintain an illusion of ownership. Business and industry will respond
accordingly.

As someone high in the Obama administration recently said, "You never want a serious
crisis to go to waste.”

Now, a serious crisis can certainly be exploited by power-hungry social engineers, but
where there is danger, there is also opportunity for good people to do good. We have been
given an opportunity to propose real changes with real content.

Thank you.

Dennis Stillings stillings@gmail.com
2225 123" Ave SE 701-845-0964
Valley Ciry, ND 58072
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@ North Dakota Taxpayers' Association

HCR 3046 Testimony and Copies of the 1997 Interim Study Findings

- February 26™, 2009 -

Mr. Chairman and Members of the Committee,

HCR 3046 is a tax revolt that started with state officials taking responsibility for tax
problem that it did not create and does not directly control.

Property taxes are, and should remain, in the hands of local government.

This proposed constitutional amendment is a direct result of state legislators and state
officials taking the blame and taking ownership of a problem that is not theirs.

But the cat is out of the bag now, voters and homeowners are demanding decisive action
by the state to do something about this problem that the state has wrongly taken
. ownership.

HCR 3046 represents the logical conclusion of the property tax debate.

It also represents an overturning of local government, and a massive centralization of
power at the state level.

As an example of how rapidly this situation has developed, I’ve handed out a copy of the
1997 Interim Tax Committee study into the property tax issue.

As the highlighted excerpts of the meeting minutes show, at that time, the property tax
issue was minimized and basically brushed off as no big deal.

Since then, we have seen that change, and this bill represents the public sentiment that
has resulted.

The Taxpayers’ Association does not want to see the concept of local government

disappear, but at the same time the public, at the prodding of elected officials, is crying
out for more than relief but actual reform — and this bill certainly does fit in that

. category.
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Fifty-fifth
L:agsllative Assembly HOUSE CONCURRENT RESOLUTION NO. 3037
of North Dakota

Introduced by

Representatives Schmidt, Boucher, Gulleson, D. Johnson

Senators Kringstad, Urlacher

A concurrent resolution directing the Legislative Council to study the feasibility and desirability
of providing property tax relief through alternative state and local revenue sources.

WHEREAS, itis a ‘commonly heard observation of citizens of the state that property tax
burdens have increased substantially in recent years; and '

WHEREAS, it is essential that the Legislative Assembly gather accurate information
about the increase in property taxes in recent years relative to other taxes imposed in the state,
funds allocated to political subdivisions by the state, and whether the property tax burden is
equitably allocated; and

WHEREAS, analysis is required of the appropriate level of reliance to be placed on
property tax revenues and whether it would benefit the citizens of the state to provide property
tax relief through alternative state or local revenue sources, such as income taxes;

NOW, THEREFORE, BE IT RESOLVED BY THE HOUSE OF REPRESENTATIVES
OF NORTH DAKOTA, THE SENATE CONCURRING THEREIN:

That the Legislative Councii study the feasibility and desirability of providing property tax
relief through alternative state and local revenue sources; and

BE IT FURTHER RESOLVED, that the Legislative Council report its findings and

recommendations, together with any legislation required to implement the recommendations, to

the Fifty-sixth Legislative Assembly.

Page No. 1 73097.0100
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Achm enT#1

Mr. Chairman and members of the committee, my name is Charlene Nelson. | am a
homemaker and homeschooling mother to three. | have been carefully watching the process
of this legislative session. There has been a lot of discussion in this session about what to do
with property taxes. Legislators have introduced over a dozen different bills addressing
property taxes. There have been bills to equalize property taxes or grant more exemptions.
Meanwhile, many legisiators say this is a local issue and they can do nothing about it. Just a
couple weeks ago ! watched a PBS interview with my District 22 Representative, Wes Belter.
He told the interviewer that there really is nothing that the legislature can do because property
tax is a local issue.

Rep. Belter and these other legislators are right. It is the state constitution grants local
jurisdictions the power to levy property tax. That is why whatever the solution is for property
tax, the process must include amending the state constitution.

HCR 3046 addresses the problem that is at the core of this issue: The system is so

broken that granting more exemptions or non-exemptions will only make a bad problem worse.
There are so0 many exemptions and abatements that in many of our cities half of the property
owners do not pay taxes. Farmers do not pay the same rate as other homeowners. My farmer
neighbor’s house is half again bigger than mine and yet he pays 1/10 the property tax that |

do. | understand taxing farmland at a different rate, but homes?

And why are we taxing people more for having a nicer home? They get the same police
and fire protection as those living in the smaller home. Property taxes are regressive,
penalizing success and discouraging people from building better homes.

Property taxes take $716 miilion out of our family budgets each year. There is no better
way to empower the family and put money where it will do the most good—back in family
budgets and in the hands of those who have earned it.

Property taxes mean you never own your home—you merely rent it from the
government. No one knows this better than our elderly and those on fixed incomes, who, after
living in the same house for 30 years and paid it off, are forced to move because they cannot
afford their property taxes.

Property taxes are a disincentive to business and every government leader knows this.
That is why they use property tax abatement to attract new businesses, adding to the tax

‘)urden of homeowners and established businesses.



Every way you look at it the solution is clear: we need to abolish property taxes.

Think of what this will do for our state: As our nation enters an economic downturn,
North Dakota will be the only state in the country that has no property tax. We will be a
magnet to every business and industry in the nation and we won't have to spend a dime for
Economic Development to do so.

This will mean our small communities will have the same level playing field as larger
cities when trying to attract businesses. Right now a small community can’t afford to offer the
economic development incentives that the larger cities can. But with no property tax, a city like
Wahpeton should be able to easily find a new tenant for the empty Imation factory without
stressing their city budget.

Our state will be a magnet to young families who are not able to afford to buy a home in
other states. No property taxes will spur the home building industry, adding jobs to the state.

It will spark a surge in home-ownership, something I'm sure every realtor will be happy to see.
Home ownership means stable neighborhoods and strong schools.

There will be no more need for all the extraterritorial battles we see in our larger cities.
Cities like Fargo give so many tax abatements to business that they must expand their
boundaries in order generate new property tax revenues. With no need for property taxes,
there’s no need for arguing over the ET boundaries.

Abolishing property tax will change the economic landscape of our state and put us light
years ahead of the rest of the nation.

You may not like this idea. You may think it's a lousy idea. That’s OK. But there can
be no doubt that this is such an important issue that it MUST be given a full public debate.
This is so important an issue that you need to include all citizens in the debate. We are not
asking you to abolish property taxes. We are only asking you to pass this measure so that
over the next 21 months the citizens of this state can debate the pros and cons of this
proposal. If it really is a bad idea, it will be made clear to the voters during the debate process.
At the end of the debate every citizen can rest assured that we have thoroughly discussed
every aspect of the issue and the merits of the issue will be decided in the voting booth.

| believe that in a true democracy important issues such as this require a full, fair and
meaningful debate and a trust in the wisdom of the people to arrive at the right solution through

.the voting process. | hope that you feel the same and will vote Do Pass on HCR 3046.



