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THE PROBLEM

INTRODIUCTION

- Froverty taxation orovides a major nart of the
financial supvort of the schools in the State of Montana.
Vue to this fact, the methods of obtaining proverty tax
money should be of importance to all of the schools of the
state,

Valuations of property in the various counties of
the state differ as can be seen by tables nublished by the
State Board of Equalization.l Tt is natural that each
county throughout the state would not have the same total
nronerty evaluation. Some counties will have large cities,
many buildings and improvements that will add to their
total valuations. Other counties will have more land to
evaluate, and still others will have railroads, vower lines,
and so forth, which will tend to make their total valuations
differ from other counties.

The majority of these valuation figures are vlaced
on vronerties by local county assessors. There are state-

wide regulations that direct thz local assessors on some

lstate of lontana, Sixteenth Biennial Renort of the
Montana State Board of Ecualization, July 1, 1952, to June 30,
195L, op. 106-107.

i
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tyrnes of wnroperty, and tend to equalize the assessed valu-
ations on those tyves of vproverty. These regulations will
be studied in Chapter II of this study. Other types of
pronerty are assessed strictly on the local level with the
county assessor the sole judge of the value to be nlaced

on the pronerty being assessed.

Importance of the Problem

Any vossible differences in the methods of assessing
nroperty in one county or another would be of little import-
ance ii each county were self sustaining., However, in 1949
the state legislature enacted legislation which vrovided
state aid for schools which could not raise a minimum
amount of funds through a stated levy on rroverty., This
program was intended to provide a minimum standard program
of education for all of the state's children.

Under this financial aid »nlan, those counties which
had lower assessed valuations would receive more money per
nupil from the state than those counties which had higher
evaluations. Such a program would be eguitable if all
counties used the same methods of evaluating their proverty,
but would be unfair if one county used a lower or higher
rate for evaluating its »roperty than did others for like
property.

Evidences of such differences in assessment nractices

are difficult to obtain, due to the difficulty in comnaring
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property and in determining if nronerties are alike so a
comnarison can be made. lany versons have felt and still
feel that differences in assessment methods exist in the
state. A few of these opinions will be stated to show that

this paper may be justified.,

ividences of Inequality. OSanders County stockmen

entered a vnlea to the State Board of Equalization in August
of 1955, stating that cattle and other types of livestock
were generally assessed too high in comnarison with other
types of nrOperty.2

red Ward, in an editorial in the KFeagher County News,

states as follows:

The matter {(distribution of State Equalization funds)
is worth more than a passing thought by the peonle of
Meagher, Judith Basin and Broadwater Counties. 1In those
three counties the assessed valuation is about the highest
in the state, comnared to the actual cash value of the
pronerty. lNeagher County got nothing; Judith Basin got
next to nothing and Broadwater got nothing for their
grade schools from the equalization fund last year. But
the estimate is that lieagher County taxpayers raid into
the equalization fund at the rate of about :$10.00 last
year for every man, woman ond child living in the county.3

Ir. Ward goes on to say:

With the vprincioal of equalitv of onnortunity for all
I'ontana children and likewise with the nrincival that
necdy districts should receive heln from the state this
newsnaner has no objection. iut when heln is based on
a formula which nays for evasion and tax dodging, there
is certainly = lot of objection.k

%fews item in the Yot Snrinss Sentinel, August 25, 1055,

3Rditorial in the 1leagher Countv Mews, Juns 2¢, 1055,

4Ibid,
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Even the state lesislature has indicated its doubt
about the eduality of the methods in use in the vorious
counties, ns it has discussea such inecgualities »: montioned
bv Fred .jard in almost every session for tle mast ten vears,
In 1955, the legislature v2ssed 2 zeneral land reclassifi-
cation act which stated as follows:

An act »nroviding for the classification of lands,

and the anpraisal of city and town lots an d rural and
urban imnrovements in the State of Montana for assess-
ment and tax nurnoses; defining the duties of the
boards of county comrissioners, county assescors, and
thz State Board of Equalization in connection therewith,
providing for a tax levy; and renlacing sections 84=430
to 84-437 inclusive . . .5

This act was later found unconstitutional, after
being protested by different taxvayer groups. However, many
of the counties went ahead and reclassified their land as
instructed in the 1955 act. In 1957 the legislature again
passed a land reclassification measure which is now being
followed by the remainder of the counties., This land class-
ification act provides a two mill possible levy for the
reclassification work. It places the responsibility of
reclassification unon the County Commissioners. However,
the State Board of Equalization plans on pnroviding some sort
of guidance for the counties in order than the reclassifica-
tion can be done uniformly. This land classification system

will be based on the following factors:

(1) Classification of land according to use.

5State of l'ontana, 3ession Laws of 1955, Chapter 198,
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() Grading of land within each class according to
productivity.

{3) Local help will be enlisted to aid with the
classification of lands.

(4) Aerial ohotogranhs gill be used to show exactly
the kinds of land existing.

In other reswects this 1957 land reclassification
measure closely resembles the one passed in 1955.

Because some counties have reclassified their lands
and changed their basis for evaluation of pronerty, it is
very nossible that at oresent there might be more inequality
in »roperty taxation than before, but this should be some-
what improved when the 1957 act has been nut into effect in
all counties,

The State Board of Iqualization recognizes the in-
eguality problem in their 1954 biennial revort. This report
states: "No other state has laws (assessment and classifi-
cation) that are better, or as well designed to vromote an
ideal property tax system, Why haven't we got iten?

The revort goes on to show some of the good vroints
of the classification laws. It indicated the main trouble
with our present system in the following quote:

The administration of the law has so deteriorated

over the years that we now hive a situation where
assessments are made uvon various vercentages of full

ONews item from the Daily Missoulian, June 23, 1957.

7State of I'ontana, Sixteenth Biennial Renort of the
lMontana vtate Boord of Lkqualization, July 1, IO52, to June 30,
19511', Do 15‘
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value, resulting in o classification law within a
clessificasion law.S

The renort suggests there might be three ways to
remedy this condition at the state level: (1) enforce the
original law and assess proverty at full value; {(Z2) rencal

the law; or (3) adopt a middle of the road »olicy.®9 All

o

|

of these statements indicate that assessment amdl pronerty tax
methods in this state should be studied carefully with the

intention of imvnroving unon the nresent system.

furnoses of this Study

The purnoses of this study are a2as follows:

(L) To examine carefully the nroperty taxation
systen, throush a study of four counticec in Fontann, and to
extract all evidences of inequalitvy ~resent in this method
of taxation in the counties studied.

(2) To locate areas where llontana's nrorrrm ol
~roperty assessment might be lacking as Ifar 2s equality of
nethods used in concernacd,.

(3) To show how the rmethods used in nronerty assess-
ment relnte to tne financing of sclicols in the state,

(4) To cemmare other stave assessment programs with
Liontana's to obtain nossible nseful su-gestions which might

improve the methods used in this state.
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Delimitrtions

This study could rossibly be of value throughout the
State of Montana. It deals with assessment practices and
nrocedures which are in use in all of lMontana's counties.
Currently, many changes are being pronosed and some are
going into effect as far as vroperty tax procedures are
concerned. When these changes come, this paver mighHt be of
value in determining in which direction the changes should
be made,

The paper might be of value in other states as well,
for there seems to be a widespread dissatisfaction with

property assessment methods throughout the country.

Limitations

The following statements are situations or facts that
might tend to limit the validity of this work:

(1) It is very difficult to find properties alike
enough in different counties so that comnarisons of value
can be made,

(2) The data obtained for comparison have been
collected through interviews and study done within the
different counties., Since identical methods might not have
peen used in each county, the results might not give a true
picture of the assessment procedures in use in the different
counties.

(3) Only four of Montana's fifty-six counties are

included in this study, and the practices in use in these
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sample counties may not be representative of the entire
state.
(4) No studies have been made in this manner so the
methods used may not be the ovroper ones, or the best way

to anrroach the nroblem.

Procedures

The data used in this study were gathered through
several means, Background information was obtained from
various lontana State Law books and references., The compar-
ison material was assembled through interviews with the county
assessors, and a study of the records in each of the counties
included in the study. Other information was obtained
through corresvoondence with the State Tax Commissions of the
states included in the study.

The materials gathered in the various county studies
are compared to point out any differences of methods in use
in the assessment of property in these counties. The corres-
npondence from other states is included to illustrate how

other states use the property tax, and more svecifically, how

assessments are made in these other states,

Organization of the Remainder of this Paper

The material to be included in the remainder of this
paper comes from the laws of the State of Montana, from

revorts ol the State Board of Equalization, from newsnaner
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crticles concerning the =mroblem, fna Jron ‘ntorviews and
observintions of »rocadures in use in tne aszsossors! offices
of thz countizs bein~ studied.

"he remainder of this marer will Le :crrrnz2a in
four r~arts. sirst, a review of existin, lews coverning
cescesment oractices will be orosented., Secondly, the
laws that relate the‘;chool financing program of the state
(commonly called the IMininum Foundation Iro:_ram) to the
assessment of nroverty will be given to show tihie devendence
of schools on this ty»e of taxction. The third sten will
be o compirrison of assgssiment nractices, gathered throurh
interviews and observations in four selzcted counties of
the stnte, co determine if assessment practices are alike,
and thus equitcble, or different and unfair. The fincl
anon will be o summary of the findin;'s and a comparison
with what other states have done when faced with the same

tyne of wroblen,
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CHAFTER II

t ANT Y 3T i -7 -y 6= ) R i
LA4S AND REGULATIONS PEXRTAIMNING TO PROPERTY A33ZSSIENT

OEFINTTIONS

In order to fully understand the property tax
situation in the State of Montana, it is necessary to
study the laws that affect this tax.

The first step in understanding any law is to be
sure that the terms being used are carefully definesd. The
following definitions are given in the lMontana Code:

Froperty--includes moneys, credits, bonds, stocks,

franchises and all other m:tters and things Ppul

~ersonagl, and mixed, canable of nrivate ownershlp.

ieal estate——lncludes the possession of, claim to,
ownership of, or right to possession of l_nd

Improvements~~includes all buildings, structures,
flxtures fences, and improvements erected uvon or
affixed to the land whether title has been acquired
to said land or not.

Personal proverty--includes everything wiich is the
subject of ownershion, not included within the meaning
of the term "real estate" and "improvements."

The terms "value! and "full cash value™ mean the
amount at which the n»nroperty woula be taken in rayment
of a just debt due from a solvent debtor.l

lChoate and Wertz, Revised Codes of liontana, 1947,
Renlacement 5, Titles 7o—n4, RL=-101, ». L75.

=10~
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STATUATORY LAWS

To simnlify this portion of the study, only a
summary of the many laws relating to »roverty taxes will
be given, with snecial emnhasis on those laws that relate
to assessments., All of these laws are found in Title 84
of the Revised Code.%

All »roperty in this state is subject to taxation
except certain tynes of properties, such as those owned by
any branch of the government, church-owned prorerties,

hospitals, and most non-profit public institutions.

Classification Schedules

For the nurnose of meking property taxation easier
to administer, the taxable property is classified in the
laws as follows:

Class 1. The annual net proceeds of all mines and
mining claims. The state also determines the value of the
right of an individual?ts claims to natural resources on any
tracts of land,

Class 2. All household goods and furniture, A
detailed listing of items that come under this class are
given in the code, and it should be noted that 2ll vehicles

and farm equivment are included under this title in addition

to those things that would normally be found in the house.

2Ibid., paragraoch 84-301, ovp. 481-482,
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Class 3. Livestock, vnoultry, and the unprocessed
nroducts of both; stocks of merchandise in stores together
With the furniture and fixtures therewith.

Class 4. All land, town and city lots, with im-
vrovemnents; manufacturing and mining machinery, fixtures
and supplies,

Ulass 5 consists of fow unrelated tymes of pronerty
as follows: (1) all moneys and credits, such as school
and other municipal bonds, warrants, and securities, not
including capital employed by any banking business;

(2) all vossessions used and owned by cooperative rural
electrification associations; (3) all unprocessed agri-
cultural products other than livestock and poultry and
their resnective products; and (4) industrial property,
such as mentioned in class four, for the first three years
after such property is first assessed.

Class 6. The shares of stock of national banks and
the moneyed capital of banking businesses.

Class 7. All proverty not included in the nreceding
six classes,

The Code then gives the basis for the imposition of
taxes on each of the preceding classes of nrowerty.

Class 1. One hundred nercent of its true and full
value.

Class 2. Twenty vercent of its true and full value.

Class 3. Thirty-three and one third percent of its

true and full value,
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Class 4. Thirty percent of its true and full wvalue.
Class 5. Seven vercent of its true and full value.
vlass 6, Forty percent of its true and full value.

Class 7. Forty vnercent of its true and full value.3

Assessment Practices

Once the nrovrerty of the state has been so classified
and the basis for the impnosition of taxes has been clearly
stated, it is necessary only to determine and place values
on the proverties in gquestion. It is here that particular
attention is paid to the Code, as it deals with the powers
and duties of the County Assessor.

"All taxable proverty must be assessed at its full
cash value. Land and the imorovements thereon must be
separately assessed.,"4 The county assessor is then required
by law to place "full cash value" (which was defined earlier)
on all »nroperties which exist entirely within his county.

He must also determine and show the percentage basis of

true and full value, as rrovided by the Code, and thus
assign a taxable value from this vpercentage basis. The
Stat.e Board of Equalization has the same duties on utilities,

railroads and other prowerties which extend from county to

county.

31bid.
4Ibid., paragraph 84-401, p. 489,
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The assessor is reguired to do this assessment each
year between the first konday of March and the second l‘onday
of July. Thus vproperty should be reassessed at its "full
cash value' each year, letting assessed values fluctuate
with current market conditions. All vronerties are to be
assessed within the neriod of time stated above, excevt for
motor vehicles, which are reassessed each January 1.

The county assessor has the power to require any
nerson found within such assessor's county to make an
affidavit giving his name and wlace of residence and rostal
address. The assessor also has tne pnower to subpoena and
examine any nerson in relation to any statement furnished

him with regard to assessable propverty within his county.

Summary of other laws pertaining to assessments. The

Code further states laws pertaining to special assessment
problems, such as assessment of nroverty where the owner

is unknown, assessment of gas and water mains and assessment
of railroads and utilities. They also nlace the resnonsibi-
lity of classification of all pronerties on the Boards of
County Commissioners in the various counties. Thus, it makes
it ec¢lear that the assessor is not resronsible for grading
the land and placing it in an approvriate class but only

for assessment or appraisal after the land has been placed
into a class.

The assessor is resvponsible to the county commissioners
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and his assessments must be approved by them. Likewise,
all boards of county commissioners must oresent the aszesse-
ment lists to the State Board of Equalization for final
approval. The final authority on all assessment nroblems

rests with the State Board of Equalization.
RELATING SCHOCL FINANCE TO THE ASSESSMENT PROBLEM

As mentioned in Chapter I, the state would not have
the problem of attemnting to equalize assessment practices
in the different counties if these counties did not receive
ztete funds based on the relative amounts of assessed
valuation within the counties. However, the state has a
law whereby the children of the state are guaranteed a
uniform system of free public schools. The law states that:

A uniform system of free, public schools, sufficient

for the education of, and onen to all children of the
state of school age, shall be established and maintained
throughout the State of Montana. The state shall con-
tribute to and aid in the support of such schools uvron
the basis of financial need for state aid of the several
school districts on the state, which needs shall be
determined upon the availability to them of funds

from the regular sources of income of such school
districts, in accordance with this act and computed
unron the schedules herein set forth setting ur financial
foundation nrograms for elementary and secondary schools.?

This law definitely sets un a state aid wnrogram, and
in stating, "which needs shall be determined upon the
availability to them of funds from regular sources of

income," it directly ties in the county's tax raising ability

State of I.ontana, School Laws, 1953, paragrarh
75—3610, De 1340
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to the amount to be received by each district.

The law sets up a besic amount of money that a
school should have to pnrovide this uniform system, based

on the number of nunils attending the school (called A.N.B.).

Foundation program distributions. After the A.N.B.

figure is comnuted, the funds in the state public school
equalization fund are distributed in the following manner:

(1) Determine the ratio that the total funds
available in the state nublic school equalization fund
bears to the total statewide cost of the foundation program,

(2) Determine the ratio that the total funds avail-
able in each county for school sumport bears to the cost of
the foundation program for each county.

(3) Eliminate from consideration for distribution
of state funds those counties where the ratio of (2) above
exceeds the ratio of (1).

(4) Each remaining countv shall then be entitled
to distribution from state school equalization funds in
proportion to the amounts needed in those counties to
finance the foundation nrograms of the districts within

those counties.6

An exampnle oI how foundation program funds are

distributed. An examnle of how this distribution works

61bid., paragranh 75-3631, n. 142.
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is given to clarify the meaning of the afore mentioned

laws. These are, of course, hypothetical figures:

State funds available for schools 13190, 000,00

Cost of foundation program for state 200,000.00
RATIO A3 IN (1) 95 percent

County A.

County funds available for schools $ 8,500.00

Cost of foundation vrogram for county 10,000.00
RATIO AS IN (2) 85 pmercent

The ratio in (2) does not exceed (1) in this case
so County A would receive state funds to build up its
ratio of suorort equal to that of the state, or 41,000.00.
Now a second county's figures are given, using the same

figures for the ratio in (1) as in the first example:

Co'unty B0

County funds available for schools 3 9,700.00

Cost of foundation vrogram for county 10,000.00
RATIO AS IN (2) 97 nercent

Here the ratio in (2) does exceed the ratio in (1),
so County B would be excluded from receiving state aid.

It should be noted here that approximately 90 percent
of the funds available for school use on a state-wide average
were raised through property taxes,? Although figures are
not available for each county, presumably just as large a
portion of each county's school funds was supplied through

the same method.

How Assessments Affect the State Distribution

The amount of money a county can raise through a

7State of lontana, Jixteenth Biennial Renort of the
State Goard of Equalization, July 1, 1952, to June 30, 1954,
'{')p P 13 -ll{-o
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nronerty tax levy is directly determined by the assessments
on property in that county. Thus, a county's ability to
raise funds for schools is clearly influenced bv the
assessments made by the assessor. liere again, an examnle
might be the best method of showing the efiect of different
assessment policies on the amount of funds in state aid
to be received by certain counties. Aigain, these figures

are hypothetiéal:

An examrle of how assessments effect the state

distribution. OSupnose that two counties had nroperty in

their counties that should have a taxable value of
41,390,000 in each county. If the first county rlaced
such a taxable value on its rroperty, a ten mill levy
would raise ;13,900.00 toward survort of che schools in
that county. If the second county nlaced o taxable value
of only &0 nercent of the true taxable value on its
sronerty, a ten mill levy would raise only -;11,120.00.

7o transfer this difference to the foundation progranm
requirements, these figures sre applied to the costs ol
foundation program schooling in these two counties and
ratios are obtained., If such were the onlv fTunds rai :ed
b the counties toirard school supwort, and ii the schools
in both counties reauired .;13,500.00 to maintain & minimum
foundation rrogram, the {irst countv would receive no state
aid, while the second wpuld receive 52,320,00 in state

. school funds, Remember that in this exaunle, both counties
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had the same true taxable value on which to base its taxes.

In actual sicuations a case like this would never
exist, because no two counties ever compare so closely in
all these asrects. The examnrle is made in this way to show
clearly how assessment rractices could alter the amount of
state school supvort recgived by a county. In actual
situations, the effect of assessment practices is similar,

although sometimes not so easily seen,

REGULATIONS AND PRACTICES SUGGESTED BY THE STATE BCARD OF
BLUALIZATION

The State Board of Equalization, being the final
authority on all prorerty tax matters, has a considerable
amount of control over the methods used in assessing nro-
rerty in the state. ¥irst of all, this Board takes over
the resronsibility of asuessing all of the utilities,
railroads, and like vroverty which extends jointly from
county to county in the state. OSuch assessment is done on
the same basis throughout the state so should be equitable
to all counties concerned.

In addition to assuming this duty, the State Board
directs the activities of the various assessors in the
following ways:

(1) They nrovide a schedule by which all counties
must assess the motor vehicles in their area each year.

(2) They »nrovide suggested schedules for aiding the
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assessors to nlace equitable values on certain other tynes
of proverty.

The motor vehicle schedule provided each county
assessor is comprised of a book of current values of
practically all existing makes and models of automobiles,
trucks and traiders., This value figure takes into consid-
eration the market value of such vehicle at the beginning
of each year. The assessor must follow the schedule, so
all assessments on vehicles would be comparable to market
value on a statewide level.

The other suggested schedules sent out by the State
Board of Equalization to the assessors may or may not be used

by them, at least as far as present pnractice denotes,

Summaries of State Board of Equalization Assessment Schedules

The following are state suggested valuation scales
for dwelling houses and small buildings, and livestock.
These are examples of assessment schedules sent out by the
State Board of Equalization for use by the assessors in the
various counties,

The Dwelling Houses and Small Buildings schedule
is based on reproduction or replacement costs on a 1941
average., DUepreciation should be taken from the figures
given; and the following facts are to be taken into consid-
eration in determining depreciation: (1) Is the house too

good for the district? (2) Is the house in a commercial
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district? (3) Does it have freak architecture or design?
(4) Does its location have any of the following defects:
too close to lot line, sub-standard residential district,
a small town, or a suburban farm?

Bach of the above mentioned items should reduce the
value_placed on a house. Thus a good house on a farm
(isolated) shouldn't carry the same value as the same house
in a good residential district of a city. A depreciation
table is orovided for the assessors to use, but it is used

as a guide only, not as a rule,

Classification and Assessable Basis of Houses

Typre 1. Shack tyvne, chean quality. ~ Assessed at
Base prices: 1 story, 1050 sq. ft. $1.40 @ sq. ft.
1} stories, 900 sq. ft. 2.50 a sq. ft.
2 stories, 900 sg. ft. 3.20 a sq. ft.

Type 2. 0ld style, semi-modern, cheap cquality.
Base nrices: 1 story, 1050 sq. ft. 2.20 a sqg. ft.
13 stories, 900 sq. ft. 3.50 a sq. ft.
2 stories, 900 sq. ft. L.00 a sq. ft.

Tyne 3. 01d style, semi-modern, $2,000-3,000
class, medium quality, 1 family.

Base prices: 1 story, 1050 sq. ft. 3.00 a sq. ft.
14 stories, 900 sg. ft. 4.20 a sq. ft.
2 stories, 900 sg. 1ft. 4L .50 a sg. ft.
Type 4. New tyne, modern, 33,000-4,000 class,
barely meets F. H. A, standards, medium
guality, 1 family.
Base prices: 1 story, 1050 sa. ft. L.00 a sq. ft.
11 stories, 900 sqg. ft. 5.00 a sq. ft.
2 stories, 900 so. ft. 5.60 a sa. ft.
Type 5. Average new type, :54,000-6,000 class,
‘ one family frame dwelling, meets all ¥. H. A.
.requirements,
Base prices: 1 story, 1050 sq. ft. 5.00 a sq. ft.
11 stories, 900 sa. ft. 6.00 a sa. ft.
2 stories, 900 sq. ft. 6.50 a sa. ft.
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Assessed at
fyoe 6. Same as (5) exceont $5,000-10,000 class, —
good architecture and design.
Base prices: 1 story, 1050 sq. ft. $6.00 a sq. ft.
14 stories, 900 sq. ft. 8.00 a sg. ft.
2 stories, 900 sa. ft. £2.75 a sq. ft.

Type 7. Svnecially built house, 1 family with
architectural supervision,
Base orices: 1 story, 1050 sq. ft. 7.50 a sa. ft.
2 stories, 900 sa. ft. 10.00 a sq. ft.

Tyre 8. Frame duplex, 2 units, 1 story.
Base price: from 4.60 to
5.60 a sq. ft.

Type 9. Frame Duplex, 2 units, 2 stories.
Base price: from 6.40 to
7.25 a sqg., ft.

T'ype 10. Four unit apartment house, 2 stories.
Base price: from 5.85 to
8.50 a sq. ft.

Type 11. One story concrete block shop or warehouse.

Base price: 2.20 a sq. ft.

Type 12. Quonset buildings.
Base prices: no floor .20 a sq. ft.
floor 1.00 a sq. ft.

Type 13. Locker nlants.
Assessed at $10 per locker unit in the plant.

Additions and deductions from the above base prices are made
for the following:

Basements: add 50¢ per sq. ft.

Heating: varies from 100 to #450 devending on tyre.
Fireplace: add $50 to $250.

Plumbing: ordinarily 3350 to 3450 nlus unusual extras.
Porches: add $1.00 to $R2.00 mer sq. ft.

Garage: add 5150 to 3350,

Roofs: add 410 to 320 for anything above ordinary.
Stairs to second floor: add %75. ]

Extra rooms in attic or basement: add $1.00 a sq. ft.
Kitchen cabinets: add 310 to 15 for average to good.

A detailed chart is available for comnuting values for
houses having sauare footasges that are more or less than the

averasge ones stated in the chart above. The suggested
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assessment value rises slightly for every twenty-five
square feet above the base listed, and drors slightly for

every twenty-five square feet below the base,

Livestock Schedule

Cattle: Assessed at
Purebred: —
Bulls ' $140,00
Yearlings 60.00
Two-year olds 76.00
Cows, three-year olds and over 100.00
Stock:
Bulls 140,00
Yearlings ' 32,00
Two=-year olds 45.00
Steers, three-year olds and over 72 .00
Range cows, three-year olds and over 48,00
Dairy cows 56,00
Sheep:
Purebred 19,00
Rams 14.00
Yearlings 7.00
Two to four-year olds 8.00
Five-year olds and over 5450
Horses and Mules:
Purebreds and Jacks 100,00
Range and unbroken 15.00
Work horses and mules 35.00
Saddle horses 60,00

Swine: at the discretion of the assessor.

Bees: a swarm 500
Chickens: vper dozen 9.00
Turkeys: per dozen 25.00

Ducks and Geese: at thé discretion of the assessor,

Chinchilla: 50,00
Following farm oroducts:
Wheat: per bushel 1.83
Qats: per bushel 1.85
Barley: per bushel 1.75
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The preceding figures, like those in the Dwelling
Houses and omall Buildings schedule, reoresent suggested
assessment values only. In addition to these schedules, the
State Board of Equalization will also submit to local
assessors any information that they have on the current

market values of different tynes of oroverty, if the county

assessor requests such information.
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CHAPTER III
A COMPARISON OF COUNTY ASSESSVENT PRASTICES
INTRCDUCTION

The comnarison to be made in this charter is based
on materials gathered during interviews with the County
Assessors of the counties being studied. These four counties,
Judith Basin, Flathead, Sanders and Ravalli, were selected
for study because a 'ontana Tax Commission rerort indicated
that some variation in methods of assessment must exist
among them,+ ‘This study compared the total assessed valu-
ation of each county with the current market wvalue of the
nronerty in that same county. “ranite County was originally
scheduled to be included in this studwv, because oi the high
ratio of assessed value to market value that seemed to exist
there., liowever, information avout methods in use in Granite
County was not made available for this study, so lavalli
County was used as a substitute. In the renort menticned,
Judith Sasin Jounty had a high ratio of assessed value to
market value, comraratively sveaking, wanders County's ratio

irss about avera~e, and Flathead and «(avalli Counties had

ratios thot ere helow the averare,?

Lstete of "ontana, Ratio oif Assessed Value to ! arket
Value of all leal Lscase -r( .-.-rovements, Hontena 18X Cormis-
sion, 195L.

21hid.
- 25—
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In orcer to make any comvarison nossible, the nro-
perty within the four counties is divided into five major

srow-s; land, nouses ~n. tulldinzs, machinery, nersonal

?
~ro~erty, and livestock. The tynes of =ro erty tho: are
assessen by tie wtate Boara cf Jouwaliwavion have boen
omitted, because the metl.. .22 "+ theses inztances are

the same state-wide. .lgo omitterd arc other tyuss of
property which would not fall into one of the above grours.
“his was done because such other wro-erties vary in des-
crintion widely, and the chance of obtaining comrarable
nroverty oi this tynpe in two counties is slignt,

‘’The remainder of this chapter will contain; first

of 211, a =reszn-ation of the methods each county under

study uces for ascessing the five grours of nrowerty listecd,

and

s
aG

condly, a commarison of the methous revorted in the

county studies.,

JUDITH BASIN COUNTY

Lond i *i2 inrgest single tyve of nroperty in the
state, so .t is comnared firct. Jwalth Treinte long is

clacs

U\

ified accora’n< to a 1919 classificetion law and
not been reclassified since thet tine, ‘e clussirticotion
sy=ter beinT used seems to be outdated., I woulc be nosSs-
ible, according to Judith Basiu's County Asssssor, to

~

create almost 1500 wifferent cl s3ificotions for whe land
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in Judith Basin County alone usingz the svstem now being
followed,3 First of all, the land has been desirmated as
'Engzine Flow Land” or "Horse Plow Land.™ The encine land
refers to the better tillable land in the County, and the
hoirse land refers to the noorer. MNext, the classification
has been adjusted on various lands denending on the number
of miles the lana in question igs from the nearest market.
Such adjustment was deemed necessary in 1919 because it
was felt that lana closer to a merket was more valuable,
due to less cost and less difficulty that those farms
exnerienced in transporting goods to market. Under this
system, a forty acre niece of "engine nlow land” located
three miles from town would be of less value than the same
tyne of land just one mile from a market; and a like niece
of land nine miles from a market would be of lecss value
than either of the other lands. This system leads to the
larce number of nossible classifications. These miles to
market adjustments are still based on market locations
existins in 1919 and have not been adjusted Tfor changes in
market locations that may have occurred, The County
Assessor feels that at the »nresent tire, the number of
miles to market has no effect on the value of a niece of
fzrm land, and that the system isn't equitable at »recent.

It should be noted that Judith Basin County is

30pinion exnressed by George Brownlee, Judith Basin
Countv Assessor, June 10, 1957,

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



-28 ~

planning to adjust its system of land ciasai_ication in the
next year or so to comply with the recently nassed legis-
lation which recuires a uniform syster of land classification
throughout the state.

farm land in Judith Basin County ranges in assessed
value under tie system now in use from a low of 32.00 ner
acre to a high of 523,00 per acre, with the average being
314,86 per acre for tillable land. Grazing land is assessed

at an averagze value of 4.45 ver acre.k

Houses and Buildings

Houses and other structures in Judith Basin Countv are
evaluated on a "1941 value" basis. The county assessors
throughout the state agreed some tire ago to adont this
basis vhen assessing houses. Structures in existence in
1941 were given current market evaluations for that period
and still retain those some values on the books today, less
some decrease in value for denreciation. Structures vuilt
since that time are evaluated by attemnting to. relate current
costs to what they would have been in 1241, Cost ner square
foot of the building, both now and in 1941, is used in making
this relation. lowever, such a relation has vnroven difficult
to administer, even with a state schedule to follow, and the
assessmnent of recently built houses tends to be based more

on cost of such construction. Because of inflated prices and

LTIbid.
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high building costs, the more recently bujilt structures
carry a larger assessment than older structures. This
difference between old and new buildings is greater in
rrovnortion than the market value at nresent would indicate
that it should be, leaving a greater tax burden on those
structures recently built. The assessed value of houses
and buildings in existence in Judith Basin County has been
increased several times in the rast six to eight years to
attempt to correct for this difference in assessed value be-
tween old and new, but the same nroblem still seems to exist.

A house costing 314,000 to construct in 1957 would
be assessed at approximately 4200 tc 34500 if it were
located in Judith Basin County.” This assessment figure
was estimated by taking about thirty percent of cost as the
assessnment value. Finor adjustments are made to the assessed
value when market conditions indicate that a house is not
located so that it could be sold for what it should be worth.
For examnle, a house in a non-vprogressing small community
would have its assessed value decreased under the thirty
vercent of cost figure, while the same house in a thriving
area would receive an assessment based on thirty nercent of

cost with no deduction.

llachinery

Machinery is assessed at cost when it is new in

Judith Basin County, and is decreased in value by the

5Ibid.
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following fixed devnreciation schedule:6

First year Cost less 20 vercent
Second year cost less 35 percent
Third year Cost less 45 percent
Fourth year Cost less 55 nercent
Fifth year Cost less 65 nercent
Sixth year Cost less 70 nercent
Seventh year Cost less 75 percent

The machinery then remains on the assessor's books
evaluated at 25 nercent of its cost until it is discarded

or disnosed of by the owner.

Personal Property

Household goods are assessed without a fixed scale,
the assessment being based on "such facts and figures that
are available in each instance.”"7 The current value is
indicated by the taxpayer himself and the goods are usually
assessed at the value so stated, unless the figure seems to
be out oi reason. This volicy could rrovide a lower tax
on such nroperty for tne =»erson who did not state a true
value for the items he included in his household vnrorzrty

list.

Livestock

The final category of comparable vrroperty is that of
livestock. Livestock in Judith Basin County is assessed on

a schedule suggested by the state Board of Ecualization.

61vid.
7Ibid.
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All tyves of livestock existing in Judith Basin County are
included on the schedule and the suggested assessment value
is state for each type of animal. The following is a

vortion of the schedule in use relating to the assessment

of stock cattle:8

Bu}ls assessed at $140.,00
Cows assessed from $45.00 to 72,00
Yearlings assessed at 32.00

With such a schedule, no allowance is made for the
condition of or cost of the animal, and all should be
assessed equally. As can be seen, the above figures for
stock cattle compare identically to the suggested assess-

ment values for such cattle on the state schedule listed

in Chapter 11.

FLATHEAD COUNTY

Land

Land in Flathead County is classified according to
what the land is used for. The land has not been reclascs=-
ified according to the new state legislation, but the
system in use seems to parallel the one suggested under
the new legislation. The main types of land in Flathead's
classification system are: timber land, irrigated tillable
land, non-irrigated tillable land, and grazing land.

Timber land, if used for logging, is assessed in

8Tbid.
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comparison with the timber available on that land for
logging. All tyves of farm land are tested by a soil
testing process, and the land is graded and assessed nro-
portionate to the nutrients it contains which should make it
fertile or vproductive., This soil testing has been done
—recently, and the land should be assessed on its current
productive ability. Land which is irrigated is considered
to be more vaiuable, and is assessed at a higher rate. No
set schedule of gradings of land is in use, but the county
nlans to continue this system of soil testing for grading
ourposes, and thus keep the productivity ratings current.
The nlans call for retesting every five years or so. The
grazing land is also assessed on the basis of how much grass
or hay it can grow,
Non-irrigated lands in Flathead County are assessed
at an averaze of #32.96 ver acre at nresent, and grazing

land's assessed value is an average of $3.23 per acre.9

Houses and Buildings

The assessing of houses in Flathead County is done
strictly according to the schedule ofovided by the State
Board of Equalization. Two appraisers assess new buildings
each svoring according to the 1941 square foot method shown

in Chapter II of this study. The older houses were rechecked

9Opinion exnressed by IFlathead Countv Assessor,
nersonal interview, June 27, 1957,
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on the square foot method five years ago. After values
have been nlaced on the buildings, they remain constant,
less decreases for denreciation. The values vary somewhat
on houses, denending; upon the location of the house. Here
again, the state schedule is used to determine in what
instances a house'!s value should be decreased because of
its location.

A 314,000 house built in Flathead County could not
be assessed without the assessor's knowing its dimensions
and also what things other than the house itself are included
in the construction. Ilio varticular attention is paid to the
cost of the house or bullding when assessments are made,
other than to help place the house into one of the types

shown on the schedule.lO

lMachinery

Flathead County assessors use a guide book of current
market values, similar to the one available to the assessors
for the assessing of motor vehicles, in assessing machinery
in their county. This book is nublished by a concern which
attemnts to pnlace a market value or resale value on all types
of mechinery. Some of the types of machirery listed are:
tractors, combines, hay balers, corn pickers, and others.

In addition to the various tyves of machinery, the book gives
a break down of values for different makes and models of the

same type of machine. If there is a machine existing in the

101pid.
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county which is not listed in this guide book, the assessor
attempts to find some machine similar to the one in question
which is listed, and bases his assessed value on this related
value. The guide book, using resale value or current market

value as its basis, eliminates any necessity for computing

depreciation.

iersonal Pronerty

The County Assessor termed the assessment of nersonal
nroverty in Flathead County as "Mainly guesswork."ll The
taxpayers are visited each year by field men and questioned
on the amount and value of household proverty that they
nosess. In case the taxmayer has acquired new vrorerty of
this tvpe since it was last assessed, such new ovronerty is
entered on the assessment lists at "about one half of the
cost."12 No special nlan is used in determining the decrease
in value of those goods listed on previous assessment lists,
but some amount is usually subtracted from the value of

older goods to comrmensate for depreciation on them.

Livestock

Livestock in flathead County is assessed according
to the sug~ested state schedule. Ilo allowances are made

[ ZAN]

for breed or condition of the animal, other than those

1l1pid.
127bid.
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differences signified by the classifications on the
schedule. TFractically all of the livestock in existence
in the county can be assessed by the use of the schedule. In
checking the assessment of stock cattle, the following was

found to be the assessed value nlaced on them:l3

Bulls assessed at 5140.00
Cows assessed from 345.00 to 72,00
Yearlings assessed at 32.00

SANDERS COQUNTY
Land

Land in Sanders County was originally classified
and assessed according to the 1919 classification system,
Since that time, the system has proven unworkable in
several instances where the land usage has been changed.
rartial changes in the system have been made to comnensate
for such instances. o <eneral revision has been made,
however, and because tie old system 1s not entirely in
effect, there is no clearly followed system of land classifi-
cation in existence in the county. Lands at vnresent are
assessed each year as they were the rrevious vear. This is
necessary because there is no other vasis for determining
land assessment, since a uniform svstem of classification 1is
not in effect,

The reclassification reguirement of the 1957 legis-

lature is being »ut into efrect in Sanders County at »resent.

131vi4.
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According to the Cowunty Assessor, the new system will be
set up as follows: (1) A number of citizens or taxpayers
will be nlaced on committees, end after the:e nersons have
ceen instructed by personnel from the state Board of
Boualizstion, they will aid the local officials in reclass-
ifying the land. (2) The land is to be classified accord-
ing to its use, (3) There will be no statewide svstem of
classification, and thus no statewide schedule of value
will be nlaced on the classifications of land.lé

Sanders County will be reclassified by three commit-
tees which are being organized and instructed at vresent
as to the procedures that thev should use. 7The Sanders
county Assessor has no idea of what classifications these
neonle will arrive at, other than the general idea that
"the lands will be classified according to use, L5

At rpresent, the tillable lands in Sanders County are
assessed at values vozrying from about 310,00 rer acre to
about 30,00 per acre. The average acssessed value for non-
irricated linc is 312.75. The averas;e assessed value for

~raz-nz land is about 3.00,10

Fouses end Luildin—=s

The assessment of hougses 2nd buildings in Janders

L4o-inion ex rerced by Leo Fritz, wanders Sounty
Ascessor, -ers-cnal interview, June 25, 1957.

15Ibid.
1o7pid.
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sounty is cone Lo tLL.L Cinc Co Joilow the shace cceledule
brivod on 141 _uusre Ifoo. crots.  he acsessor adnits thot
v o eaule 1s a very dif flceult  roc nre din
ceoinl sractice, becaure of the »any adlitions nl sih-

troctions to "bese wrico nich: are nece .sary Lo &s3ess

nany diflerent items that are included in each structure.

}_‘
b
5

The 2ozessor aleo I AV oLl ©uae itews thho e
Doun.. i different tvnes of conacruction are not included
on the schedule and muast vz lelt tto Lz o2 Losor': oun
jud; enent s To el orrescoble value.

secause ol tne difficulty in followine this
schedule, and because ol the exce-tion: nof "nclwii Iin
the ocnecule, ©.2 voluotions on nouses and buildin.s in
the county do not strictly follow the schedule Jhe older
jlouses wn the cowaty (Those 1 tistence when the schedule
was adoovted) are zenerally evaluates’ accordini to the

\

schedule., ‘those built since tne time the schadule irent
into ef.ect nay reflect the coot of conutruction at the
t7.:e they vere built in their a sessed rluations, L7

A hou.e construcoer "n wanders County now at & colt

of 14,000 would ~robably be assessed at a b13.s ol avout

i~

one third ol its cost, re:nrdles:s of its suuare footane

and the sugrsested assensrent velue on the stote schedule.

I ac.inery

inery, -2neralls

¢
p

When assessin ;| wénders Countv m:

171ha.
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the owner's judsgement of the value of the machine is used
as ts arsessed value., -~ ruide book identical to that used
in Flathead vounty for the astessient of mochinery is used
reinly as a reference in sanders Countv, If an ovmer
submits &n estimste tha, seems to be out of line with the
values ol othier like articles, the gzuide book is useé to
chieci the omer's accuracy in staved value. If too rreat
a. Gifference exists between the ownert's estima.e ard the
suide book's market value, thie assessment s ¢

reflect the market value. Ordinarily, the owner's valuation

O

is the one used, however. "le assessor fe=2ls that the persom
who knows the co=t of the mechine, its condition, its age,
and of' or knowlecd e of the machiue, is betther gualified to
rmake the ac.esowent o) that nachine. Gccordingly, the
omer's valuation is hizhly rezarded.

An interesting proviem that arose in Sande:r: Jount:r
Wit relation to tie assessment ol machinery exemplifies
one of the oroblems assessors are faced with. Recently,
the Moxon Dam con=struction bean in western osénders tounty.
I'zny large nieces of construction machinery were moved into
the county at that tire, and t-e assessor had no ildea oJ
Liie volue ot such irachinery. He requested aid in the form
of sugrnested schedules for such machinery from the otate
Bosrd of Squzlizotion, but tihey could not supnly ony
evaluation naterial on such items, and left the nroblem with

the County As.essor. iere analn, Tile 2273550100 TO T Gae
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owner!'s estimate or worth for the assezsed valuation. Cn
items as costly as these must be, there coula bes consider-

-

r\
“

able inecunlity in azcessrerts without some method other

¢

than the owner's estimate for basin;: the assesced value.

Personal Frocirty

e

Sancers County taxpayers are renuired to renort the
versonal items that they have in their nossession each year,
end they are also recguired to nlace values on such goods,
This renorting is done on a form sent out to taxpavers
each year. %Tthe value nlaced on household goods bv the
taxpayers is usually the one used for assessment purnoses.
Ii the value on a certain item is considerably different
from the usual value placed on such items, the item in
question is checked and reawnraised by the assessor., Other-

wise, the svstem used could be called an honor system.

Livestock

The state supgested schedule for asses=sing livestock
is in use in Sanders County. All livestock are valued
according to the stated value on the schedule. 1In checking
such assessments, the following figures were found to be

. o
the assessed values for stock cattle:l“

Bulls assessed at ;140,00
COWS assessed from .45.00 to 72,00
Yezarlings assessed at 32,00
1%1pi4.
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RAVALLT COUNTY

The lznd in Revalli County is classified according
to the 1919 system of classification, which bases the
classification of the land on thg_use the land is nut to.
The classification of the lands in the county has not been
changed since this system went into effect, unless it has
been brought to the attention of the assessor that certain
land is being used differently now than it was when it was
clacsified. The land that has been converted to irrigation
bv sprinkler systems has not been reclassified, and the
irrigation eguivment so used is generally not assessed.1?

Plans have not been made for reclassification of
Ravalli County lands according to the 1957 legislation, so

the system to be used cannot be given.

Houses and Buildings

Houses and buildings in Ravalli County are not
assessed on the suggested state schedule. The factors
used in determining the valuation nlaced on new structures
are as follows: (1) the size of the building, (usually
square footage) (2) the type of construction, and (3) the
cost at the time of construction. Usuwally, il cost can

be determined, the assessed valuation will be one third of

190vninion expressed by a Ravalli County Assessor's
Aide, personal interview, July 2, 1957.
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such cost. The structures in existence in the county
vresumably bear assessments based on the same factors when
such structures were built, The older buildings have not

been re-evaluated in at least the nast twelve years,<?0

Machinery

The machinery in Ravalli County consists mainly of
farm equipment. A listing of all equinment is obtained
each year when the assessor sends out forms to all taxnayers.
On these forms the taxpayers are required to claim the amount
and the value of equipment that they have in their possession
at that time. Assessed value is determined by evaluating
the machinery as a farm unit rather than as individual
pieces of equirment. The size of the farm, and the amount
of machinery considered necessary for working such a farm
are taken into consideration when evaluating the machinery.
Evaluations are placed on the machinery on this farm unit
basis. For example, all farms 120 acres in size, having
machinery considered necessary for such farms, would receive
assessments for machinery of about the same amount. o
schedule is used in connection with this svstem. :’hen new
equirment is added to a farm unit, it is usually assessed at
about one third of cost. A replacement of a machine in the

farm unit usually doesn't change the assessed valuation of

the farm's machinery, MNo set schedule of depreciation is

201pid.
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used in connection with the machinery assessments. <The
sSystem is based mainly on how the machinery is used and
the dependency of the farm on such machinery, rather than

the cost or the market value of the machinery.zl

Personal Property

st

As was done in the case of machinery, the household
goods in Ravalli County are assessed as a household unit
rather than as individual items. The Assessor has deter-
mined what is ordinary and essential for a household, and
a base or average assessment has been set for nersons
having such essential household goods. The average assess-
ment for homes having the essentials only is about 3350 to
5,50 for the household goods. Persons having extra items
such as television sets, freezers, and so forth, which are
not considered essential, are assessed more according to
the number of extra items that they have. TIncluded in the
average or ordinary household grouping for assessment
purposes are the things usually found in every home, such
as: kitchen range, refrigerator, living room set, table
and chairs, two bedroom sets, dishes, and otner minor
essentials.

The information about such household goods is
obtained on the same remnort as the one sent out to obtain

information about wmachinery. As can be seen from the

21Tbid.
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system used, the assessment is based more on how the goods

are used than on their cost or market wvalue.

ivestock

The suggested state schedule is used in assessing
all_livestock in Ravalli County. The information about
livestock owned is obtained yearly by a renport sent to
taxpayers each soring. The assessed values of stock

cattle were checked and found to be:22

Bulls assessed at :3140.00
Cows assessed from 45,00 to 72,00
Yearlings assessed at 32.00

COMPARISCN COF METHODS IN USE

In attempting to compare the methods in use for the
assessment of the various tyres of »~roverty included in
these reports, a summary of methods in use in the various
counties studied is presented in chart form on the following
page.

From this chart one can auickly determine that
livestock is aszessed on the same basis in all of the
counties studied. The methods in use in assessing the

other categories of prorverty are not so uniform.
Land

All of the counties studied use some method of

basing the assessment of land on its use. Three of the

221pid.

——————
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TABLE I.

Systems in Use in the Four Counties Studied

A COMPARISON OF COUNTY ASSESSMENT METHODS

County

Land

SANDERS

JUDITH BASIN

RAVALLI

FLATHEAD

1919 classification
plus some partial
changes. No clearly
followed system in
use.

1919 classification
using mileage from
market variations,
and grading tillable
land as "engine" or
“"horse" land,

1919 classification
unchanged in most
instances, based on
how land is used.

Assessed according
to use and pro=-
ductivity. Soil
tests used to
determine product-
ivity.

Houses Personal
d Machin on
an calnery Property Livestock
Mainly the 1941 Based on the Based on the Based on the
state schedule with Owner's judge- Owner's judge- State sug-

construction costs
considered on the
houses built since.

The 1941 cost basis
with revisions for
increased values.
New houses are
based on cost,

Size of building,
the type of con-
struction, and
the cost of it,
if it can be
determined.,

1941 cost basis
strictly according
to the state sug-
gested schedule,
No attention paid
to current costs
or market values,

ment,

Cost less a
stated per-
centage for
depreciation.

Based on a farm

unit, and not
valued separ-
ately. How

machine is used

is important.

State guide

book of current
market wvalues.

ment,

No schedule.
Bagsed on the
facts and
figures that
are available,

Based on a

household unit,
and not valued
separately.

How item is
used is import-
ant,

No schedule,

Usually based
on about one-
half of ccst,

gested scale

Based on the
State sug=-
gested scale

Based on the
State sug-
gested scale

Based on the
State sug-
gested scale
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four counties use the 1919 classification system, usually
modified in some resmnects to make it adaptable for ~resent
day use. The fourth county, Flathead, bases its system
on use and rroductivity, which is determined b’ soil tests
plus the evidence of the cropr in existence, Each of the
four counties uses some methods thac are a little different

from the others in the process of obtaining a valuation.

Houses and Buildings

The methods of assessing structures in the four
counties varies between basing of valuations on 1941 costs
to the basing of wvaluations on costs at the time of con-
struction. Three of the four counties use systems that
would lead to inecuality between the values of older
buildings and the values of houses built in these times
of rising costs., Judith Basin County has tried to remedy
this inequality by revisions of valuations on older struc-
tures. [lathead County uses the state suggested system
which should equalize the assessed valuations of older and
newer buildings within the county, but which would tend to
rive lower evaluations to all structures than are usually
given in the other three counties.

All of the counties studied have some differences
in the methods that they use to arrive at a finasl value on
houses and buildings. lowever, each of the counties except
Ravalli County uses the state suggested schedule in some

way to help set the valuation Tigures,
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F.achinery

No similarities can be drawn from the methods used
by the four counties to arrive at valuvations for machinery.
ach of the counties uses a somewhat different system to
obtain the valuation. Ilathead County uses a guide book
to determine the market value for assessment nurnoses.
Judith Basin County uses the cost of the machinery less a
stated schedule of depreciation, which should give a figure
close to market value if the devreciation rate is correct.
Ravalli County gives a total evaluation for all machinery
deemed necessary for a farm of the size it is used on, thus
considering how the machinery is used in determining the
assessed valuation. Sanders County uses the owner's
judgement of the machinery's worth, which could vary with

eacn assessment,

Personal Proverty

A wide variety of assessment practices also exists
in the assessment of household goods, 1In fact, within each
of the counties studied no standard roliciez seemed to e¢xist.
The Judith Basin County Assessor's statement, sayving, "Such
nronerty is usually asses:ed on the basis of the facts and

figures available in each instance,”23 is vrobably a true

statement of the assessment of this type of =rorerty in all

230n, cit., Geor-e 3rounlee, Judith Basin County
Assessor.
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of the four counties. Judith Basin and "lathead Counties
tend to base the assessments on cost less denreciation, while
sanders County uses the owner's judgement, and Ravalli County
again evaluates the entire household unit of furniture
and goods at one tine, determining the valuation to a
certain extent bv the use to which the household nroverty

is »nut.
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FROFERYY AS SSSIENT METHODS 1IN USE TN OTHER STATES

The nrowerty tax »roblem is not confined to Iontana

alone. Iany oi our neichborin:r states have indicated that

a nroblem exists in atvempting to equalize aszessments. The
importance and extent of these »nroblems is indicated b the
following quotation from a sweech gziven at the 1956 Tational
Conference on Government:

Unless the states move to overcome the combined
effects of archaic local assessment practices and the
vresent legal restrictions on local borrowing and
taxing povers, they may exrect to look 1ncrea51n@ly
to the Federal and state governments for srants in
aid.

The sane conference heard tne followin  renort on
the —romerty tax situation in the State of Jashington:

Jidesnread exemmtions und:r tne »nro-erty tax
svstem here have eroded the tax hase in the state.
issessments are so far below full value that they
have cut taxing ability of local ~overnment to a
fraction of its lesal limit.<

i}

Because many of thc states around l'ontana are appar-
ently troubled with a rroperty tax nroblem, a look 2t what

tio have done to ~olve the problem misht be of value to

Lirews ituh in the Seattle Post Intelli~ence as quoved
from a smeech by F. U, Moore, i LT, GovVaimor Jd. ..3W YOL&,
July R0, 1555,

BJ

“Ibid., from a speech by . A. Freecman, Spocial Tax
iosistant to Washintton's Sovernor.

-

-

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



SUITIARTES oF OTHEa SWaTE's PROGRALS

OF ASSESSIZHT PRACTICES

Souwalization Throush the Use of Schedules

The most common method of attemcting to solve the
»roblem of inecuuality in assessment practicss is throuzh
the use ol state adopted schedules of sug=ested assessment
values. The states of South Dakota, Idaho, Wyoming and
Colorado, all have indicated that schedules adoonted by the
various State Tax Commissions are the princinal means they

use to egualize property assessments and taxation.,

South Dakota. The State oi South Dakota does not

use a pronerty tax for state nurnoses, but local governments
use the tax to raise rractically all of their funds, Schools
receive a majority of the funds so raiczed by the local
governnent bodies. The rnresent law zives the local assessor
the sole authority for setting valuations on all real and
nersonal nronerty. The State Division of Taxation does
attemot, in an advisory canacity, To Turnish scales covering
trhe different classifications of rronerty., Sven with such
scales, the Director of Taxation for the state says: 'The
Assessors do a very noor job of olacing valuations.m3

South Dakota Taxation Committees have tried to secure

Jpezrsonal correswondence of the author, letter from
j. R. ‘iilder, South Dakota Director ol Taxation, July 14, 1955,
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some tyve of county unit assessments, but even with such
,measures, they cre not sure that any »nrogress towards state-~

wide ecualized aszessment nractices will be made.b

Idaho. In Idaho, the assessors meet every year with
the Tax Commission of that state, for the nurvnose of estab-
lishing uniform values for assessment of livestock, lumber
and logs, and merchandise, These values are easily arrived
at, since these items are nurchased and sold frequently
enough so a market value can be determined. The uniform
values on these items usually are based on market value.
Other types of property upon which it is difficult to
establish a market value are assessed by the use of manuals
nrepared by the Idaho State Tax Commission.?

If a taxmayer refuses or fails to give informaticn
about his vroperty when requested to do so, the Idaho law
nrovides the assessor with the nower to place an arbitrary
assessment of three times the value that the assessor, has
reason to suppose exists. his vrovision has tended to
bring out more of the facts about cost and market value of
articles being assessed, thus making the actual assessment
somewhat easier for the assessor.

Tdaho's system differs very little from llontana's in

a1l but this last resvect, yet the Tax Commission of Idaho

4Ibid.

SPersonal corresnondence of the author, letter from
R. J. Kurdy, Executive Secretary of the Idaho State Tax

Commission, June 28, 1955,
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doesn't indicate that any snecial problem of inecuality
due to assessment nolicies exists. 7o new plans or revisions

are being considered for the state.

iWyoming. The State Board of Eaualization of Wyoming
prepares very detailed schedules for use bv the County
Assessors in asségsing practically all tynes of provnerty.
The schedules indicate values for different types & land,
improvements, and most types of nrersonal nronerty. These
schedules, like the '"Houses and Buildings" schedules
provided to lontana assessors, are very detailed, and
could be difficult to follow.

Wyoming also is not wmarticularly concerned with
revising its program, and the Wyoming Board of Zqualization
feels that the schedules nrovided to the county assessors

6

are a great help in providing more equalized valuations.,

Colorado. The Colorado Tax Commission states that
Colorado is also confronted with a nroblem in trving to
arrive at a better equalization on the assessment of
personal pronerty./ 'The commission has suffered from a
lack of funds with which to compile a complete manual of
nersonal ~ronerty and suggested assessments, and in an

attempt to ecualize as:sessment nractices, they hold annual

6Personal corresvondence of the author, letter from
E. A. UcKay, Director of the Ad Valorem Tax Denartment ol
Wyoming, June 28, 1955.

7personal corresnondence of the suthor, letter from
J. . Seaman, State of Colorado Tax Commission, June 30, 1955,
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conferences with the county assessors vertaining to how
rroverty should be assessed.

From conference agreements and discussions, the
Tax Commission publishes a detailed circular on suggested
nractices for assessing almost all kinds of oroverty. This
circular concerns: classification of real estate, mining
lands, city and town lots, imnrovements on real estate,
depreciation, livestock, household furniture, and so on.,
This circular does in some instances give the suggested
figures at which prorerty should be assessed. In other
instances, the nrocedures to be used in assessing are given
and the actual figures to be used in the assessment are
left to the assessor. The real estate and land were com-
pletely reappraised by the Tax Commission with a resultant

8

improvement in equalized assessment.

BEqualization Through Other Means

Several other near-by states have attemnted to solve
the proverty tax eguality problem by the use of different
methods. Oregon and Utah adopted state-controlled orograms
of reassessment in an attemnt to equalize their assessment
nrograms, and Viashington is using a vnrogram of enforced
revaluation, with this revaluation being by each of the
county assessors with no schedules or assistance from the

State Tax Commission.

fIbid.
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Utah. Utah's legislature nassed a uniform school

law which has resulted in a statewide valuation of farm
land and residential pronerties. The revaluation has
increased and equalized assessments. The Utah State Tax
Commission has done this nortion of the revaluation of tie
- State's m"operty.9 No information is available as to the
methods used in evaluating the other types of cvroperty in

Utah.

Qrezon. Oregon began a nlan in 1951 whereby the
State Tax Commission, by emnloying a crew of forty-nine
appraisers and sumnervisors, would aid each county with a
state-suggested reappraicsal of all its taxable nrorerty.
The thinking behind this law might be contained in the
following statement:

There has come a general recognition of the fact
that assessment and tax laws cannot safely be left
to undirected local administration. Exclusive home
rule in taxation, even when divested of considerations
of favoritism and prejudice, has frequently been
unable to cope with many Droblems of assessment,
narticularly in valuations of larger proverties and
interest, and has therefore been nroductlve of
1nequa11t1es and abuses,10

In 1950 it was decided that »nositive stens be taken

from the state level to heln correct the inecualities in

INews item from the Svokesman Review (Spokane, .iash-
jington), November 12, 1956.

lOOregon State Tax Commission, Valuation Division,
$pecial Renort on Oregon's Reapnralsal irogram, 1951~ 5#,

D. l.
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the assessment of local »nroverty. The Assessment and
Yaxation Division of the Oregon State Tax Commission
presented to the legislature all information on existing
conditions concerning rroperty taxation, and requested one
of threz solutions:
(1) The counties could be required bv law to
reappraise all »roverty themselves or by hiring

apnraisal firms.

(2) The state could make all aporaisals and re-
quire the counties to use them.

(3) The aporaisals could be made by the cooperative
efforts of both state and county.

The legislature chose the third alternative, and
required that the reappraisal of all oronerties in the state
be comvnleted under this plan by 1961.

Under this system, the state suvplies the counties
with apnraisers, should the county desire such helnp, with
the county and the state sharing the exnense. The county
may, if it desires, do the job with its own help, but in
this case, they must finance the program alone.

| The program is going along as vlanned, with fourteen
counties comvletely reappraised at the time of the revort.
The cost of the program over the ten-year neriod is esti-
mated to be 5,500,000. 1In order to keep the assessments
equal, once this nroject has been comnleted, and thus avoid

the necessity of future nrojects such as this, the legislature

1l1hid., ». 3.
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enactea further measures in 1955 affecting assessment as
follows:
(1) The State Tax Commission will maintain all
timber assessments, after reannraisal has been com-

pleted.

] (2) The State Tax Commission will anpraise all
industrial vprovnerties for the counties.

(3) Assessment will have to be made by gqualified
appraisers only after 1961,12

In most instances this nrogram has not changed the
total county assessments much in the fourteen counties that
have completed the reassessment program. The Oregon Tax
Commission feels, however, that the -rorerties are taxed
on a much more equitable basis aiter the nrogram has been

comrnleted in a county.13

Washington., Washington's nroverty tax nroblems are

not so imnortant to that state's schools, as the schools in
Jashington receive only one third of their supnort from
rronerty taxes. lievertheless, the state still realizes
a »roblem in the eauitable assessment of nroperty.

The assessment of prorerty located entirely within
one county is the sole function of the local assessor. “Such
assessments are not uniform between counties, a3 can ne

readily seen when comparing real nroperty." 14

12perconal corresnondence of tie author, letter from
5. 3. Stewart, Commissiouer of the Oregon State Tax Commis-
sion, June 30, 1955.

130regon state Tax Commission, on. Cit., p. 9.

llhpersonal corresrondence of the author, letter from
J. . Ryan, Sunervisor of .lesearch, 5tate of iJachington Tax
Commission, June 29, 1955,
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In 1955 the legislature attemnted to correct such
nonuniformities by recquiring & statewide revaluation to be
comnleted by 1952, The reanpraisal, according to this lezis=-
lation, is to be left entirely in each county asze:uzor's
hands, with renorts to the state reguired at frequent
intervals during the revaluation vrocess. Guides on
assessment of timber lands, and on buildinzs, are rublished
by the state and may be uced as a guide for placing

valuations on such nrOnerties.l5

155tate or ‘jashington, Senate 3ill Fumber 371, Charter
271, iay 17, 1855, »n. l.
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CHAYFTER V
SUFMMARY AND RECOMMENDATIONS
A REVIEW CF THE 3TUDY

chaoter IIT contains a renort on the assessment

cractices in four counties of the state. The results of
this revort indicate that the job of assessment of nronerty
within different counties in liontana is not done in a like
manner. This renort does not atteunt to determine how this
difference in methods in use will affect the total aszessed
valuations of the counties studied, not does it atbem»t to
determine how this difference afiects the countv's ability
to raise taixes. l!owever, it is reasonable to assume thawn
if two difierent »ersons go about tne ~rocess of assessing
~ronerty, znd each does this job usin: different methods,

the results will not be com—arable, and the taxation base

not ecuitable,

Jifferences in i.ethods Used on Various Tynes oi PFrowerty

Wwithin the County

Perhawz the mo-t im~ortant difference that this
study bhr. no. out ‘s that one method is used to assess lrnd
within =2 counbty, ~nd an entirely different method may bhe

¢zs machinery or wersonal vroverty within that

L

[

nues. Lo
same countye.

~57-
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Montana's system of taxation is not based on s
<yeten in wihich cne liind of w»rorertv holder is assessed
8t a greater percentage of value than another tyne of pPro-
rerty holder. Yhe lavs that were related in Chavter II
specifically state that all taxable cvromerty should be
assessed at "ifull cash valve." This s internretei by the
State Board of Equalization to mean the actual marke: value
at the time of assessment. However, in the county studies,
there viere instances where some personal vproverties were
assessed at one-third of cost, or one-half of cost. These
armount: could not cuite coincide with ti:e "full cash value.®
A reminder is entered here to caution the reader not to
confuse "assessed value" with "taxable value.” The assessed
value iz the value wnlaced on »nrorertv by the appraiser,
while the t=zxable value refers to that wercentage of assessed
value which is to be texed upon. These wvercentases are also

found in shanter II.

Differences in i-ethods Used Among Counties Studied

The table on naze forty-three of this study clearly
indicates that the assessment of one tyce of prorerty is
not done the same wav in each of the counties studied.
Land, for examprle, has been classified and assessed some-
what differently in each of the counties studied. T[he
reclossificetion of land, which is now underway, may correct

some oi these faults. However, if the land is reclassifiied

as nd cated b7 the Sanders uLounty Assessor, and related

fe
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in Chaoter III, there is a chance of getting fifty-six
different classification systems which will arrive at the
assessed values just as differently as the wresent systems
do.

The table in Chapter IIT also shows indifferent use
of the state LHouse and Small Building schedules, for one
reason or another, in three or the four counties studied,
Such variations in methods used could not bring about
equitable statewide taxation of such proverties. Like
situations are shown in the assessment of machinerv and

nersonal property.,

Effect of the Differences Found in This Study

The most inmmortant effect of hsving different
assessment rractices is, of course, the unequal taxes that
are raised through the prorerty tax. As a result of such
differences, statewide uniformity is divided into county
uniformity groups, at least in the four counties studied.
The importance of such differences is brought out by the
state school aid »nrosram. The amount of state aid hinges
on the amount raised bv levies on the taxable valuation of
a county's wroperty. The taxable value is, in turn, Jjust
a stated nercentage of the assessed valve placed on the
sromerty. The smaller the amount reised, the greater the
amount the state must pay. If property in a county is

undervalued, it follows that more state assistance 1s
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reduired. Any such undeserved aid granted to undervalues
districts must decrease the funds that in fairness should

g0 to other districts.
SUGGESTIONS FOR IMPROVENENT

The equalization of pro~erty taxation methods has
been a rroblem in Montana ever since the original property
classification and oroperty taxation laws were vnut into
effect. To find a solution for such a persistent nroblem
is no easy Jjob, and meny such solutions have been attempted.

To find some workable means, the methods used bv
other states who are faced with a similar oroblem have been
entered into this studv. From these methods, and from the
information gained from past attemnts to equalize taxation
bases in r‘ontana, the rollowing three methods for improvement

are suggested,

Three Possible Solutions to liontana's Assessment Problems

No state distributions based on property taxes. An

inexrensive method of revising our tax system would be to
eliminate the nronerty tax from consideration on a state-
wide level. This would necezsitate finding some other means
to raise state funds now raised under the nronrerty taxation
method. These means would nrobably be through increased
state income taxes, or through a state sales tax. .ilso,

and more important, such a chan~e would require a different
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method of distributing aid to counties to vrovide uniform
schools within those counties. Property taxes could still
be used to raise local funds, and the program would have
to be equalized for just one county, with the one county

assessor using his own system of equalization.

otate controlled reassessment. In order to have

continued use of the proverty tax, in fairness to all
counties concerned, the tax base should be arrived at
through an identical process in all of the stat's counties,
This is difficult to do with each of fifty-six county
assessors doing the job in his own way.

As was reported in Chanter IV, Oregon is attemnting
to solve the same nroblem by hiring anpraisers to revaluate
the entire state. It would seem that if the same grouv
of people did the assessing for the entire state, the
basis used for each county would be more alike than it is
now in liontana. Of course, such a program would only
bring assessments into equality at one time, and the »roblem
remains of keening them equal. 4 continuation of this
program would probably result in state assessors for all

property, rather than the »resent system of county assessors,

issessments based on state scheaules., The final

alternative toward solving the nroblem indicated in this

study would be through the use ol more extensive state

schedules ol assessable value. Colorado and Wyoming use
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schedules that are more extensive than the ones now in
use in iontana, and they seem to indicate a more eouitable
result from their onroverty taxstion. If schedules are
used, it is immortant that they be clear enough so the
assessors can follow them. They should also be schedules
which the assessor is comnelled to use in his assessment.
The study would indicate that schedules for assessment in
vontena are not & workable solution. They could be,
however, ii each assessor were required to follow the law
and nlace = '"Tfull cash value"™ on all pronerty assessedq,
and il such full cash value for all various items were
stared in a schedule for the assessors to follow,

The county surveys nresented here indicace theat
I'ontana has a vronerty tax scuality »roblem. This situa-
tion could be renedied, or at least imroved uvon, dy the

use of some —-lan such as the solutions listed.
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