BEFORE THE STATE TAX APPEAL BOARD

OF THE STATE OF MONTANA

ROBERT G GENTRY AND )

LOTTI E A. CENTRY, )
) DOCKET NO.: PT-2001-4

Appel | ant s, )

) NUNC PRO TUNC
-VS- ) FACTUAL BACKGROUND,
)
)
)
)
)

CONCLUSI ONS OF LAW
ORDER and OPPORTUNI TY
FOR JUDI CI AL REVI EW

THE DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA,

Respondent .

The above-entitled appeal was heard on May 4, 2002, in
the Gty of Shelby, Mntana, in accordance with an order of
the State Tax Appeal Board of the State of Montana (the
Board). The notice of the hearing was duly given as required
by | aw.

M. Robert G Gentry and Ms. Lottie A Gentry (the
Taxpayer) presented testinony in support of the appeal. The
Departnent of Revenue (DOR), represented by Charles E
Pankratz, Region 2 Lead, Wanda M Bandow, Appraiser, and
Donald L. South, Appraiser, presented testinony in opposition
to the appeal.

The duty of the Board is to determ ne the market val ue of
the Taxpayer’s property based on the preponderance of the

evi dence. The State of Mntana defines “market value” as MCA



8§15-8-111. Assessnent — market value standard — exceptions

(1) Al taxable property nust be assessed at 100% of its
mar ket val ue except as otherw se provided. (2)(a) Market
value is a value at which property would change hands between
a wlling buyer and a willing seller, neither being under any
conpulsion to buy or to sell and both having a reasonable
know edge of relevant facts.

It is true, as a general rule, that the appraisal of the
Departnent of Revenue is presuned to be correct and that the
t axpayer nust overcone this presunption. The Departnment of
Revenue shoul d, however, bear a certain burden of providing
docunent ed evidence to support its assessed val ues. (Western

Airlines, Inc., v. Catherine M chunovich et al., 149 Mont.

347, 428 P.2d 3, (1967).

Based on the evidence and testinony, the Board finds that
the decision of the Toole County Tax Appeal Board shall be
af firnmed.

FACTUAL BACKGROUND

1. Due, proper and sufficient notice was given of this
matter, the hearing, and of the time and place of the
heari ng. All  parties were afforded opportunity to

present evidence, oral and docunentary.



The property which is the subject of this appeal is
described as foll ows:
9.15 acres locate in the SW 1l/4 of the SW1/4
of the SW 1/4 in Section 15, Township 32 and
Range 2 West and i nprovenents | ocated thereon.
Geo Code - 4424-15-3-01-01-0000.
Assessor Code — 713275.
For the 2000 tax year the DOR appraised the subject |and
at $137,250 and the inprovenents at $116,300 for a tota
property val ue of $253, 550.
On May 30, 2001, the Taxpayer appealed the DOR s value to
the Toole County Tax Appeal Board (County Board) citing
the foll ow ng reasons for the appeal:
Can not see where the anobunt of tax increase
over past year has been justifiable. 1997
value only 179,005 - 1999 value 135,135 (gone
down in value). Now in 2000 val ued 253, 550.
In its May 30, 2001 decision, the County Board denied the
Taxpayer’s appeal on the value of the inprovenents, and
nodi fied the value of the land to $117, 250, stating:
Land valuation is based upon conparable sales
when such properties have full utility services.
From an incone approach, a value of $15,6000 per
acre is not justifiable. Value on 4 unused
acres IS adj ust ed from $15, 000/ acre to
$10, 000/ acr e.
The Taxpayer then appeal ed the County Board' s decision to
this Board on January 3, 2002 stating the proper value

for seasonal RV parks should be set pursuant to a formula



outlined in an attachnent to the appeal and requesting
values of $101,000 for the Iland $110,000 for the
I nprovenents.

STATEMENT OF THE | SSUE

The issue before the Board is the narket value of the
subj ect property as of January 1, 2001.

TAXPAYER S CONTENTI ONS

The Taxpayer originally requested a value of $101, 000 or
$11,038 per acre, but then nodified this value request to
$60, 000 or $6,557 per acre. The nethod in which the Taxpayer

has arrived at this value is as follows: (Exhibit #1, page 3)

Taxed per acre per nonth in valuation per commercial rate for the
nonths in operation $15,000 divided by 12 = $1250.00 X 5 nonths of
operation = $6250.00 X 5 acres - $31, 250. 00

Remai ni ng of the year, not in operation at this valuation per acre:
Uses of the 5 acres which the park is on valued at $10,000.00 per acre
divided by 12 nmonths = $833.3333 X 7 nonths for the remainder of the

off season of the year = $5833.33 X 5 acres = $29, 166. 00 + $31, 250. 00
= $60, 416.66 a true valuation of |and uses of the park.

The remai ning unused portion of 4 acres in this plot in no nore
than pasture Jland and should not be taxed nore than
past ur el and.

According to the Ag. Statistics Service of Montana pasturel and
is $225.00 per acre which equals $900. 00.

The taxpayer suggested the RV Park be valued as only
bei ng operated on a seasonal basis as advertised. The DOR has
val ued the property as though it were operational year around.

The Taxpayer testified that structural inprovenents were
made to the property in 1999 in the form of a residence being

constructed above the retail structure. The taxpayer



estimated construction in the amunt of $60, 000.

DOR S CONTENTI ONS

DOR presented assessnent definitions set forth in
Sections 15-1-101 and 15-8-111 MCA, stating that all taxable
property nust be assessed at 100% of its narket value except
as ot herw se provided.

DOR' s Exhibit O is a listing of sales which the DOR
relied upon when setting the land value at $15,000 per acre.
The DOR established a land value for the 9.15 acres at
$137, 250.

The DOR testified that in valuing the inprovenents, it

relied upon the cost approach to val ue. DOR exhibits J and K

illustrate the DOR value for the inprovenents. Summari zed,
these exhibits illustrate the foll ow ng:

Land Dat a

Acr es Land Val ue

9. 15 Acres $137, 250

Bui | di ng Dat a

Year Built — 1958

Year Renodel ed — 1999

Ef fective Year — 1980

Grade (quality) — A(average)

Retail Store: Apar t ment :

1404 square feet 1958 square feet

Physi cal Condition — Average Physi cal Condition — Average
Functional Uility — Average Functional Uility — Average

%300d — 65% (depreciation — 35% %00d — 65% (depreciation — 35%

Repl acenent Cost New Less Depreciation Replacenment Cost New Less Depreciation
- $41, 390 - $46, 930



O her Building and Yard | nprovenents

MBI (RV Park |nprovenents) TR1 (Bat hroom Facility)
Repl acenent Cost New Less Depreciation
- $27, 630 Year built — 1992

Physi cal Condition — Average
Functional Uility — Average
Repl acenent Cost New Less Depreciation

= $46, 930
RV Park | nprovenents (Exhibit K)
13 spaces 47 spaces

Total Costs $1, 585 $815
CCM (current cost nultiplier) 1.10 1.10
LM (l ocal multiplier) 0.98 0.98
G oss Area 0.95 1.03
# of Spaces 1.10 1.00
Base Cost 1786 905
X% 0.78 0.78
Repl acenent Cost New Less

Depreci ati on Per Space 1393 706
# of Spaces 13 47
Mar ket Val ue $18, 105 $33, 175
Conbi ned Val ue $51, 280
8 of 12 Months 0. 66

$33, 845

In support of its contentions, DOR introduced a nunber
of exhibits pertaining to the 1997 commercial reappraisal
pl an.

BOARD S DI SCUSSI ON

The Taxpayers’ requested value of $60,000 for the |and
appears to be established by sonme nethod of “value-in-use”.
Val ue-in-use is defined as the value a specific property has
for a specific use.* This nethod is unsupported by any market
data or any supporting evidence. The Taxpayer also testified
that, when the property was purchased, approximately 50% of

the purchase price reflected, “blue sky.” It appears that the

1 Appraisal of Real Estate, Eleventh Edition
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Taxpayer is indicating he purchased the property based on a
“goi ng-concern value”.? Coing-concern value is defined as the
value of a proven property operation. The Taxpayer has
provided no supporting evidence or testinony to establish
goi ng- concern val ue.

In 1997, the first year of the current appraisal cycle,
the DOR established a land value for the subject property at
$27,450, or $3,000 per acre. (Ex. #1) In 1998 the DOR
increased the land value to $137,350, or $15,000 per acre.
(Ex. #1) The DOR testified that the reason this increase
occurred was that a previous DOR apprai ser erroneously entered
a value of $3,000 per acre, when in fact it should have
reflected a value of $15,000 per acre. The DOR enphasi zed
that it has the ability to correct an assessnent pursuant to
MCA 15-8-601. Assessnent Revision — conference for review

.whenever the department discovers that any taxable property
of any person has in any vyear escaped assessnent, been
erroneously assessed, or been omtted from taxation, the
departnment may assess the property provided that the property
i s under the ownership or control of the sanme person who owned
or controlled it at the time it escaped assessnent, was
erroneously assessed, or omtted fromtaxation...

The Board does not dispute the DOR s authority to correct
an assessnent, but it nust also be prepared to present the

supporting nmarket data that brought it to the conclusion that

2 Appraisal of Real Estate, Eleventh Edition



an error was nade. The Departnent of Revenue shoul d, however,

bear a certain burden of providing docunented evidence to

support it assessed values. (Wstern Airlines, Inc., V.
Catherine M chunovich et al., 149 Mnt. 347, 428 P.2d
3, (1967).

The subject property contains 9.15 acres of |[|and. The
DOR presented exhibit O which Ilisted thirty-one sales
transacti ons. Twenty-seven of the sales occurred on sites
that amounted to .14 to .34 acres. These are clearly not

conparable to the subject property. The four remaining sales
and exhibits P, Q R and S, which the DOR testified it relied

upon in determning the $15, 000 per acre, reflect the

fol | ow ng:
Sal e #/ Exhi bit Sale Date Sale Price Size (acres) $ Per Acre
#1, Ex. O 1992 $15, 000 1.01 $14, 851
#2, Ex, O 1996 $15, 000 1.36 $11, 029
#5, Ex. O 1993 $34, 000 .78 $43, 590
#6, Ex O 1993 $34, 000 1.24 $27,419
Ex. P Unknown $16, 200 1.08 $15, 000
Ex. Q Unknown $20, 400 1.36 $15, 000
Ex. R Unknown $7,575 . 505 $15, 000
Ex. S Unknown $15, 150 1.01 $15, 000

The DOR testified that Sale #1 and Exhibit S and Sale #2 and
Exhibit Q are the sane transactions. If this were the

situation, one would expect that the cal cul ati ons woul d match.




It is difficult to give the DOR exhibits proper credence when
the testinony disputes the exhibit. The Board will note that

t he cal cul ations nade on exhibits P, Q R and S were hand nade

and attached with a sticky note. Exhibit O appears to
represent one that is nore likely used in the course of
busi ness. It is interesting to note that Exhibit O states on

the front page “TH 'S RUN WLL BE FOR YEAR 2003”. Thi s makes
the Board wonder if this exhibit was in existence when the
1997 apprai sal cycl e began.

Wthin the appraisal process, the DOR appraises the

property as though vacant. ARM 42-18-112, 1997 commerci al

r eappr ai sal pl an, states in pertinent part: (1) The

reapprai sal of commercial property consists of:

(c) collection, verification and analysis of sales and incone

i nformation;

(d) data entry of sales and incone information;

(e) devel opnent and review of CALP nodel s;

(7) Conmercial lots and tracts are valued through the use of CALP
nodel s. Honobgeneous areas within each county geographically defined
as nei ghbor hoods. The CALP nodels will reflect January 1, 1996,
mar ket val ues.

(12) This rule applies to tax years from January 1, 1997, through
Decenmber 31, 2002.

It is the opinion of the Board that Exhibit O is not a
CALP® nmpdel as we have been presented in past appeals, i.e.,
Meadow ark Country Club v. DOR, DOCKET NO. : PT-1997-98.

Two separate transactions for the subject property

3 CALP (Computer Assisted Land Pricing) Mdel
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occurred in a span of approximately three years. The first
sal e took place in 1995, when the property sold for a reported
$200, 000. (Ex. M The second sale, the current owner,
purchased the property in 1998 for a reported $220, 000. The
second transaction included personal property in the anmount of
$14,315 as illustrated on the Realty Transfer Certificate (Ex.
M and $20,000 as illustrated on the Comercial Sales
Verification form submtted by the seller. After deducting
the personal property fromthe sale price, the suggested real
estate value is $200,000 to $205,685. The sale that occurred
in 1995 was for $200,000 and three years later transferred
ownership of nearly the exact anount, suggesting little to no
appreciation in value. Had the taxpayer not made inprovenents
to the property in 1999, the indication is that the overall
val ue woul d be approxi mately $200,000. The taxpayer testified
that the cost for the residential portion of the inprovenent
added in 1999 was approxi mately $60,000. There is nothing in
the record to suggest the taxpayer could not recover his
addi tional investnent made in 1999. The additional investnent
woul d suggest a value of approximately $260,000 for the
property. The market value for the property as determ ned by
the County Board was set at $233, 550.

Finally, DOR introduced what it referred to as a nunber

10



of conparable property sales. These properties are
di stingui shable from the Taxpayer’s property in a nunber of
ways. None of the properties were an RV park and all were
closer to the city while the subject was |ocated at the
extreme of the city limts. The properties offered by the DOR
contained all of the city's anenities while the subject was
limted to water and electricity. Inportantly, none of the
suggest ed conparables were simlar in anount of |and.

Because the DOR did not appeal the County Board s
property values such values becone the naxinum appraised
val ues.

It is the Board’ s opinion that neither the Taxpayer nor
the DOR presented sufficient testinony and evidence to
overconme the decision of the County Board with respect to the
subj ect property as of January 1, 2001.

CONCLUSI ONS OF LAW

1. The State Tax Appeal Board has jurisdiction over this
matter. §815-2-301 MCA

2. §15-8-111 MCA. Assessment - market value standard -
exceptions. (1) Al taxable property must be assessed at
100% of its nmarket val ue except as ot herw se provided.

3. 815-2-301 MCA, Appeal of county tax appeal boar d

decisions. (4) In connection with any appeal under this

11



Il

section, the state board is not bound by common |aw and
statutory rules of evidence or rules of discovery and may
affirm reverse, or nodify any deci sion.

It is true, as a general rule, that the appraisal of the
Departnent of Revenue is presuned to be correct and that
the taxpayer nust overcone this presunption. The
Departnent of Revenue should, however, bear a certain
burden of providing docunented evidence to support its

assessed val ues. (Western Airlines, Inc., v. Catherine

M chunovi ch et al., 149 Mont. 347, 428 P.2d 3, (1967).

ARM 2.51.403 (2), Wth respect to taxable real property
and inprovenents thereon, the decision of the state tax
appeal board shall be final and binding unless reversed
or nodified by the district court upon judicial review
If the decision of the state tax appeal board is not
reviewed by a district court, it is final and binding for
subsequent tax years unless there is a change in the
property itself or circunstances surrounding the property
whi ch affects its val ue.

The Board finds that the evidence presented supports its
conclusion that the decision of the Toole County Tax

Appeal Board be affirned.

12



ORDER

| T I'S THEREFORE ORDERED by the State Tax Appeal Board of
the State of Mntana that the subject property shall be
entered on the tax rolls of Toole County by the |[ocal
Depart ment of Revenue office at the values of $117,250 for the
 and and $116, 300 for the inprovenents for tax year 2001. The
appeal of the taxpayer is therefore denied and the decision of
the Tool e County Tax Appeal Board is affirned.

DATED this 22nd day of My, 2002.

BY ORDER OF THE
STATE TAX APPEAL BQOARD

( SEAL)

GREGORY A. THORNQUI ST, Chai rman

JEREANN NELSON, Menber

M CHAEL J. MJULRONEY, Menber

NOTI CE: You are entitled to judicial review of this Oder in
accordance with Section 15-2-303(2), MCA. Judicial review may
be obtained by filing a petition in district court within 60
days followi ng the service of this Oder

13



CERTI FI CATE OF SERVI CE

The undersigned hereby certifies that on this 22nd day of
May, 2002, the foregoing Nunc Pro Tunc Order of the Board was
served on the parties hereto by depositing a copy thereof in
the U S. Mils, postage prepaid, addressed to the parties as
fol |l ows:

Robert G & Lottie A Gentry
P. O, Box 369
Shel by, MI 59474

Donal d Sout h

Tool e County Apprai ser
226 1%' St. South

Shel by, MI 59474

Ofice of Legal Affairs
Depart nent of Revenue
M tchell Buil ding

Hel ena, MI 59620

Hal es Scal ese

Chai r man

Tool e County Tax Appeal Board
RR Box 22

Gal ata, MIr 59444

DONNA  EUBANK
Par al egal
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