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CHAFPTER I
THE PROPRRTY TAX STATEMENT OF PURPOSH

The property tax has long been a main source of
revenue for states and local governments, In some
states, revenue consists almost entirely of oproperty
tax, and in other states, the sales tax and personal
income tax nrovides rmuch of the necessary income, Many
cities rely on property for revenue because the state
has already preempted income taxes for itself. However,
the city is not responsible for providing a means for
redistribution of wealth or fighting economic changes
nationwide.

Therefore principal policy objectives or local

taxation should be obliged to aim no higher than

Providing 'sufficient'! revenue for local services

without unnecessarily disturbing existing patterns

of wealth distribution or magnifying inflationary
or recessionary trends.1

It is, of course, necessary for the city to raise

funds for it to continue functioning. The services

offered by the city to its residents are generally those

TCarry M, BElison, Ihe Finances of Metronolitan Lireas,
(Ann Arbor, Michigan: University of Michigan Law
Sehool, 19564), p. 29.



most used and required, The city and county provide fire
and police protection, road repair, sewer service, and
most irmportant and costly, schools, But since the city
is not seeking a change in the distribution of wealth,
it should: 1) have proportional taxes, unless they

are bssed on service charges or are regressive where it
can be shown that those pnaying most receive the most
benefit, 2) have =2 solid base for the tax structure,
but be flexible enough to allow fof unexpected fiscal
difficulties, and 3) have administrative costs kept

to a minimum,2 Since some of these spendings can be
geared to the general economic level, the base must
provide for services such as education, police, und
sewers, which will be relatively constant, and also

for those that fluctuate like highways and welfare.3
The city should provide all services at a minimum cost
to the taxpayer consistent with the requirements of the
populace,

The basis of this peper is the hypothesis that the
“issoula County Assessorts Office a:rsessment procedures
are inefricient to the extent that aprreciable amounts
of tax money are beinpg lost. The emphasis will be on

the evaluztion of land and building assessments, although

2Ibid., Pr. 29-20. 3Ibid., Pe 37



there will be some comment on the function of the
assessor'!s office in its administration and efficiency
of operation. This is not an indictment, but rather
an investigation into the operation of the office and
the way in which assessments are made.

It is the intention of this paper to use interviews
with homeowners and persons working in the assessor's
office to gain information about the operation of that
office., The interviews with the Coﬁnty Assessor and
other persons in that and the associated office and
with homeowners will be used to analyze the land
reclassification office and assessor's office,

There will be constructive as 'rell as indictive
criticism in order to obtain the fairest judgment of

these offices,



CHAPTER IT

FPUNCTIONS ANIID ACTIONS OF THE MISSOULA

COUNTY ASSESSOR'S OFFICE

It is the function of the County Assessor'!s Office
to assess all the land and property in the county of
Missoula, This assessment includes land, improvements,
and personal property.

Missoula differs from other large counties in that
it is the only such county in which the county assessor
is also the director of land reclassification., This
additional duty carries no increase in renumeration,

The duty of the land reclassification office is to
classify and assess all land and property in the county
every five years or at the time of any change of title.

There are eight full-time employees in the assessor's
office, excluding the county assessor himself. There are
six employees in the land reclassification office, three
men and three women. All the full-time employees in

the assezsor's office are womsn, and one man, an ex-

]

contractor working part-tire, is also employed there,
Since the county assessor is the director of both
offices, it is possible for him to use personnel from

either office to staff that particular operation which
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usisst at any ziven time, The Cowvnty Assessor does
this as infreauently as vossible since many of the

emploveas regent 'rorizing in an organlzation which is not

It iz the land reclassification office which does
the actuzl =ovaluation of land and property. This
acticn is done under many rules and regulaotions which
have te:n defined in statute and operationsl procedures
by the stats =-nd cgunty.u

The first function of the reclassification office
wilith vhaich thiz paper is concerned is to establish the
market value of a piece of property. Market value
is defined in the Montana Apnraisal MManual as

ms of money which a property
will Dring if =zxvnmosed for sale in the open marliet,
tim= to find a »urchas:=r o

buys -rith nowrledre of all the uszes to which it ic

adapted nd for iich it is capcble of heing uscd,
2e The —mrice -t -/hich =2 willing seller would zell and a
rilling buyer trould buy, nceither being under abnormal

ANy informticon, statistics, or -~tatements or 1:cct
e ~ut reference to the =zsample survay or another
mee has courie from the Tounty Assessor, records
+ the acsesso=m!s office, or the Office of the
rk and Couvnty Recorder, Accounting nnd Audii.



"¢ Whe =»wica2 expectable if a resasonabls time is allowed
To find a2 wurchaszer and if both seller 2nd vrospective

buyer are full informed.S

byt

lowever, there are some modifications which must
be mad~ to this m-rket value berlore taxes are to be
2ssesced, The state of lMontana has defined ceveral

terms to be ised in the assessment of rroperty:

Agsseczsed Valuation--according to Montana leo-r, this
1l value of »roperty, but in certain

c2sec, i3 a lower figure arrived ~t by a percentage

o}

reductin, ™is valuation is ured as the basis for

determining brnding limitations and for arriving ot

Taz2ble Yaluntione-=thie is 1 e, renmare of -sses-ed
7aluation with the percantage determined according to
3 tyre of vrhopocrty oz clacsified by law, ranging
frecm © £2 17 pear econt of arscezson volunticn, Thic
valuaticon is uznd as a besis for 2nolying 1ll levies.

In Migzcowla, full marlzet valvs is ured., fovwrover,

™ ana-la utes O rer cent a3 the davietion, i i-s

l
i

Tiontana Stat
annel, (Helsnna, I'on
COnapter o, 270, Lot

\fL




termed the sound value of the property. The assessed
value is ;O per cent of the sound value., Finally, the
taxable wvalue is 30 per cent of the sssessed value, To
determine the taxes due on a giece of vproperty, the
millage is multiplied by the taxable value, An example
is in order.

Assume that a viece of property and improvements
has a market value of 320,000,

420,000 times .9 equals $18,000, the sound value,

$18,000 times .L equals 37,200, the assessed value,

27,200 times .3 eguals $2,160, the taxable wvalue,

.9 times ., times .3 equals .108,

.103 times market wvalue equals tax:ble value.

If this property were in School district 1-in,

City of Missoula, the total mill levy of 256,210 would be
multiplied times the taxable value to arrive at a tax due
of $553.,41., This is exclusive of any Special Improve-
ment District taxes.

In the actual procedure of assessment, the Montana
Aprraisal Mmual ~ives eight basic classes of muality
for =single family dwellings:

1. If-1 substandard

2 If-2 ©pcor =Zrade

2, If=-3 fair grade



te 1If-li slichtly below average

5. If-5 averse

6., If-6 good

Te If£-7 very good

3. If-3 excellent/

The manual gives visual and physical descriptions

of each class of dwelling. Values for the eicht grades

{0

re approximately 10 per cent apsrt, but extra notations

may be made about the dwelling., A grade of If-5 could

o
®

graded plus or minus a few vmer cent if the appraizer

s

0]

ems 1t necessary to the true valuation of the building.

Juality iz also judged on size, A small house in
excellsnt condition might be graded no higher than
If-6. Age is of course imvortant in determining the
deprreciaticn charced agasinst the houce,

jccordince to the Aszessgor's Cffice, even thov~h the

imrrovements, which include the building, will deoreciate
in thsir actual condition, the overall value o the property

shonld incrczase sbout £ pwr cent ver year,

Normal dspreciation is as follows:

First or initial year----- -2 per c~ont

‘he Tollowirgz four yeara---1-1% p=r cent per yo r
The next five years----- ---1-1% per cent per 7gar
"hereafter——--ccccme e -~ 1 p r coent ner yenr

v
“Montana Arrraisal il.anuzal, p. 17. dIbid., P. 19.




BEven though the land reclassification office 1is
required to assess land and improvements every five years,
in Missoula county the average life of a mortgage is less
than five yesrs. This is not always true for commercial
property. All property, cmmercial or private, is
taxed at the same rate for each school district,

Finally, it might be well to note that personal
property, by which is meant 211 furniture, avpliances,
and possessions in the owned house; is taxed not by its
own value, bub at a rate of ten per cent of the value
the improvements on a piece of property. In this case,

improvements are meant to include the building on the land.
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CHAPTER 111
EXPLAYVATION COF SAMPLE DATA

It was the intention of the interviews conducted for
this study to exanine in part several of the homes and
homeowners in Missoula county to determine how well the
function of the land reclassification office was per-
formed.

O0f the homes that were assessed during the last
year and whose owners lived in these homes, a sample
of 225 was selected at random to constitute a sample
of Missoula county. Each interview was conducted in
person with the homecwmer. The questions used were
designed to determine how well the individual assescors
had verformed thelir Jjobs am d how well the homeowner felt
the assessment coincided with his oim view of the worth
of the house,

ot all of the homeowners selected in the sample
were willing “o respond to questions. XEven though
the data contained in the first four items of the
questionnaire (see sample interview sheet, page 23)
wtere obtained for all 225 homes fron the sssessor's
office, 113 homeowners declined to resrond. All per-
song “rere assured that all informati-n would be kept
confidential, and a final resmonze of 112 p=rsons was

—

obtained,
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The majority of the interviews made in this sarple
were made within the city limits of Missoula. The
propulation of the county is such that most of its
residents live within the city limits, or at least
within a few miles of the city itself. Of the 112
interviews made, 92 were inside the city. An addi-
tional 15 were no farther than 10 miles from the city,
and only five were at a distance greater than 10 miles,

According to the present Couﬁty Assessor, there
are approximately 13,240 households in the county of
Missoula., This number includes single people, widows,
widowers, divorcees, families with no children, and
families with any number of children. There are
h,477 specified owner occcupied homes in Missoula
county.9

Even though only 112 of 225 householders were willing
to be interviewed to the extent that all guestions on
the questionnaire were completed, later anaiysis will
show that the information obtained in the survey is

statistically significant.

70.3. Department of Commerce, Bureau of the Census,
1970 Census of Housing, advance report HC(V1)-28,
Montana, (Washinton, D.C.: U.3S. CGovernment Printing
Office, September, 1970), p. 8.




CEAPTER 1V
EVALWA TI0i1 OF THE ASSESSMENT FUNCTIOIM

The administration of the Ccunty Assessor's 0ffice
is under the direction of the County Assessor. Since the
present Assessor took office, the staff of the assessor's
office has been cut. 1In 1967, there were 13 women
working in the assessor's office, and 6 people working
in the land reclassification offiée. Currently,
there are 8 women in the assessor's office and the
reclassification office has maintained the same staff
as before, It is almost impossible to say whether or
not the amount of work done by the smaller staff is of
equal quality to that of the previously larger staff or
not. However, all the duties are being performed and
all deadlines are being met,

The cost of operating the assessor's office has
gone up since 1%o7, but not at a rapid rate. The
dollar cost of operating the assessor's office in 1967
was $5l,54l, and 356,110 for 1970, This is only an
increase of 2,3 per cent spread over the three year
period. In 1970-71, both offices operated at a cost

to the taxpayers of .1l mills less than it did in 1957.
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Prior to 1967, L52 people went to the State Board
of Bqualization with complaints and protests about
the levy of their taxes. Since 1967, six have gone to
the Commissioners, and only two to the State Board., Mr,
Barclay said that these people really only wanted to
know how the mechanics of the assessment worked, and
how the taxes were levied,

In the evaluation of the interviews, there were
several points that began to make ﬁﬁemselves quite
aprarent, The majority o the peoprle noted that the
assessment of theilr property at the latest assessment
was higher thsn at previous assessments, and the
majority (60.7 per cent) gave a negative response to
7uestion number eight, Even though the assessments
rere made by men who had been dolng this job for
several years, many people felt that the assessments
tere too low. Table 1 (pare 2!} shows the distribution
of the market vslues of the homes involved, The values
of the homes were srread from 39,700 to 324,500 and
the mean value was $17,100. The standaord deviation
for the vhole sample was 32,U66., The size of the
sample in relation to the whole population is not quite

large enough ©® allow a truly accurate estimate of the



1L

standard deviation for the wnopulation,1© but it does
have some relevance in considering the makeup of the
sample itself,

One of the most important results of the survey was
that sixteen of the veople interviewed stated that
improvements to the property and building had not been
noted »n the most recent assescment. These improvements
included heating =nd cooling changes, the erection of
a storage shed in the back of the property, modifi-
cations to the structure on the land, and two added
firevlaces, That the =zssessors cormpletely missed or
avoided these improvements when asssessing the pro-
perty points to serious neglect, It was determined
that more than one person was involved in overlooking
the improvements,

Poszsibly the most revealing posrt of the survey was
cuestion seven, This asks how the assessor performed
hi« 3iob, There were avariety of answers, ranzing
from very well to vrofanity. Of course, thness nswers
are linked with the two following guections, -nd if
the resnondent answered number eight in the negative,

t

oy

en the emsns=n=2us rmast have been that the asszessor

did not do his job -1ell,

%”Kyohei Sasalzi, Statistics for Modern Decision li2king,
Belmont, California: Wadswortn rublishing <Company,
InC., 1‘7’08), j o 11'3"1190
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Table 2 shows that of the persons /ho answered no
to question eight, the values of the houmes and relsted
statistics are significantly cifferent from those in
the samcle as a whole., The mean value of the homes
assessed is $1,550 higher, and the standard deviation
is less, Tnis shows a concentration of slightly hicher
values, and less spread of these values in the sample,
Three standard deviations of the homes in Table 2 will
not encompsass the whole spread of fhe entire sample,
So it is apparent that the inefficiency is somewhat
localized, concentrating on homes of 2 small grouping
of wrice range-s, Speculation on the rezson for tThis
could include the reasoning that this tends to include
the majority of homes, but in a slightly higher wnrice
rangce, but does not allow deviationz in the lower and
moer price ranges, A coiisiderable armount of further
invesciration might show that the distribution of
gdeviations would be skew as is slightly avrarent in
Table 2.

It is i.rortant to =2stabli=hi a reliability factor

in any samole. A t distributi.n zwrnlies well in this

case., Determining the t valus for the two tables is
not difficult.

—X1-Xp

thn1+n>2-
ni+n2=°-
sy, 1/n1+1/np

b
i

here Xq = mnoon of Aata in table 1

4l
Il

+
K
V3

mean of data in tabkble 2
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ny = sample size in table 1
n, = sample size in table 2
s4 = standard deviation 2566

s> = standard deviation 1633
~ (nq-1) s% + (np=-1) Sg
n4-+ns-2

Making the necessary computations, the wvalue for
tq78 is 4.57. In Sasaki, page 520, the t value for
any sample size greater than 30, with a reliability
of .995 must be greater than 2.576. Since this is a
single-tail distribution, the value of t equal to 2.576
has a two-tail distribution reliability of .9%. So
there is a ,<9 réliability factor that the statements
made by 68 persons in Table 2 are statistically signi-
ficant, It is definitely meaningful to say that the
assessors 4id not make fair assessments in these cases,
There is mother point in the difference between the
two tables, 3Since it is expected by the assezsor's
office that a viece of property will increacse in vaiﬁe
by approximately five per cent per year, then this
should be true for a samnle of these homes, With
information from the County Aszessort's Office, it
iras possible to compare the rnost recent evaluation

with those made previously. For the whole sample,
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the average yearly increase in value was Q,? per cent,
only slightly lowsr than expected. However, for the
homes includesd in Table 2, the average yearly increase
was only 3.2 per cent., This may be partly due to the
fact that the assessor missed some improvements that
would ke=sp the average at the level expected and

that the assessments were lower over-all in this
grouv. Since the sample of 63 homes had a lower
average yearly increase, but the sémple as a whole

was near the level expected, then it is possible to

to conclude that many of the homes were over-valued,
A large variation is not necessary, merely one to

make up for a 1,5 per cent deviation in 68 homes.

S0 it apprears that homes in the lower value range and homes
in the upver range are more nighly asses;ed than are
homes in the center of the market.

There i1s a possible explanation of the above. Lower
priced homes often are not improved to =ny great extent.
The va2lue and condition of the home does aot always
make it practical to spend considerable time and money
on improvements, Remembering that homes assessed at
nigher values are either quite new, having many exXtras,
or nre older, but iIn excellent condition and culte large,
it is less likely that these homes will have many im-

provements made during the years, Then these homes, in
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the upper and lower ranges, would be more easily assessed
than those in the middle ranges, and any negligence

in real estate assessment activity would be apparent

in the middle range itself, A causal approach would

show more deviation in those homes with more to miss,
such as those shown in Table 2.

It is the value of the property as a whole that

increases., As shown previously, the value of the building
decreases, Since personal propert& taxes are levied on
the improvements, the revenue from this tax will like-
wise decrease. But it is possible that there is con-
siderable revenue being lost here, Assume that
the value of improvements is two-thirds the total
value of the property. If then the total value of
one vlot was $20,000, then the improvements and the
personal property tax base would be about $13,320,
At a mersonal property tax rate of 10 per cent, the
taiiable value would be 31,332 for all the unattached
items in the home., Carpeting, drapes, all appliances,
television, stereo equipment, and furniture, books,
jewelry, clothins, and all vpersonal items would very
likely have a value of considerably more than 31,222,

Recormendations for chnange follow in the next

chapter.
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CHAPTER V
CUMCLUSIONS AlD RECOMMENDATICNS

It is the conclusion of this paper that the County
Assessor's Office and land reclassification office
are inefficient in their overation and that several
actions might be taken to rectify the situation.

It seems that the operation and administration of the
County Assessor's Office are not éutrageously costly,
but further study should be made to determine the
efficience of that office. If additional personnel
can be emnloyed so that their work will add taxes to
the county revenue in excess of their salary, it
should be done.

Relatively major changes should be made in the land
reclassificstion office., The personnel seem to be
lax, 2nd often careless and negligent. The State Board
of Bqualization has made several recommendations that
are pertinent:

1« The Montana constitution should be amcnded to

alle-r *he mosition of county apnmraiser to be an

appointive office instead of an elective one.

2. The legislature should r=qcuire the Board of

Boualization or other agency to establish pro-

fessional qualifications =nd certify applicants

ns to fitness 7or emplcyment for the job.
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2. Assessors should be aprointed without requirement
for prior county residence for an indefinite period
and be removed at any time for cause,.

ly, The State legislature should set or put limits

on salaries paid to 2ssessors and appraisers,

5. Real estate appraisal and property assessment

function should be placed under one office, with

a director =s qualified as above,. 11

There are other recommendatioﬁs which, if followed,
might improve the quality of assessment. The State
Board has recommended the vassage of a "Realty "Transfer
Act" or similar act so the department can secure true
and accurate data to be used in sales ratio studies.'?
Follow-un assessments should be made on a random
basis to check on the performance of assessment duties.
In order to maintain current records, it is recommended
that assessments be made at least once every three
years or at change of title and additional personnel
be hired if necessary to carry out this action.

There is always the nossibility that the «fficiency -
of tax-gathering is lessened when there are two crgan-
izati.n, €.g., the city-county and state, collecting
“axes from the =same source, LIt is often less difficult
for a single organization to perform ssverszl functions

™2 th iernial Report of the Iliontana State Board of
~mqualization, for the period July 1, 1963 to
June 20, 1970. (Helena, Montana: 1970C), p. 1
21pid.
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than for several organizations to perform similar, but
separate, operations. Frofessor Alfred G. Guehler, in
results of a study on state and local taxes, has
said, "Where sales or income taxes are employed by
the state and local taxes are added, administration
should be in the hands of the state and the basis of
taxation should be uniform."13 This may be true when
the city or county adds a like tax to the burdcn of
state taxes, It is difficult, howéver, for the state
to assume dissimilar functions, especially when the county
is in a superior position to judge the value of property.
The city-county should be in a better position to
vnderstand its own growth and needs.
In the ar—-raisal of property, the assessor must
have an understanding of the hopres, the desires,
.and attitudes of the people in the community. For
peonle's ambitions and desires influence the future

of a2 community and the values of property.qu

There is z2n area of reasonableness in the ranging

of the proverty tax from 1% to 2 per cent of the

T 1Mational Tax Associatior, Proceedinecs of the £2nd
Ainnual. Conference ~m Taxation, 1569, (Columbus, Ohio:
1570), Pe 231,

T gonn 1. Keith, Provnerty Tnx Assesament Practices,
Morterey Parlz, California: Ziznland FUbI1IEA1INE Company,
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market value of the »nroperty.... A tax burden

of more than 2 per cent, however, tends to be a

limiting factor and interferes with the normal

and progressive growth of an area.15

In the example given previously, it was szhown that
a property with a market value of 320,000 in a particular
school district would pay 3553.41 in taxes, This is
2.77 per cent of the market value o the property. It
is true that high property taxes lower the value of
a pilece of proverty in the market, which in turn will
lower the tax return at a given rate., This may conse-
cuently increase the tax rate to maintain a level of
revenue for the city or county. Other sources of

income for the city and county should be investigated.

"Never has so much money been raised from so many

peonle so inequitably as in the current sdministration

n16

of the local tax on real estate.

oIbid., p. I

1676w Jersey Comnission on State Tax Policy, The General
Property Tax in llew Jersey-A Century of Inequities,
(Ilew Jdersey, 1952).,
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Interview Mumber:

10.

lost recent market valuation:
Total county tax levy (exclusive of SID taxes):

Had you made any improvements on the land or buildings
during the period preceeding the most recent assessment?

If so, of what nature?

Were these improvements noted on the most recent
assessment?

Was your property worth rmore 2t this assessment than
the lust one?

How did the assessor perform his job?

Do you feel the assessor gave a fair assessment of
your property?

If not, do you feel the assessment was too high or
too low?

dave you ever appealed you assessment?



Distribution of Assessed Market Values

10,000~~10,999
11,000--11,959
12,000--12,999
13,0C00--13,999
14,C00~=10,969
15,C00--15,¢99
16,000--16,999
17,000--17,9S9
13,u00--18,999
19,000--19,$%9
20,000--20,99

21,000--21,%99
22,000=-=22,999
23%,000--23,999
2., 000--21,9¢S9

x = 317,100

2l

TABLE 1

of Homes in Sample

tandard deviaticn = 32,466

I+




TABLE 2
Distribution of Assessed Values of
Homes of Interviewees with
Negative Responsme to Juestion Hight
in Questionnaire
Value

$13,000--13,599
111 ,000=-=11,9GG
15,000--15,999
16,000--16,99¢
17,000=-=17,2999
18,000--143,992
19,000--19,599
20,000--20,99¢
21,0C00-=-21,999
22,000==22,9G9

il

x 318,550
standard devistion = 51,633

I

i vt 0
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