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TO: Rep. Dan Gwadosky, Chair, Legislative Council

FROM: Rep. Bob Tardy, Chair, Commission to Study the Statutory Procedures
for Local Property Tax Abatement Appeals (V/km#

RE: Final Report

Enclosed is the final report of the Commission to Study the Statutory
Procedures for Local Property Tax Abatement Appeals. The Commission met
deligently in its efforts to consider reforms to the appeals process and we have
included with the report proposed legislation to implement our recommendations.
Should you, other legislators or any other interested parties desire to go further in
this area or amend our recommendations in any way, I am sure that the Joint
Standing Committee on Taxation will take these concerns into consideration during
its work on the bill.

On behalf of all of the people who worked on and with the Commission
during its deliberations, I want to thank you and the people of Maine for the
opportunity to review this important area of state property tax law. While additional
work is needed, we hope we have begun the process of change with this report.
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Process

The Commission to Study the Statutory Procedures for Local Property Tax
Abatement Appeals was established by 1993 Resolves, Chapter 41. The
Commission consisted of 9 members appointed jointly by the President of the
Senate and the Speaker of the House .of Representatives, including Legislators,
county and municipal officials and large and small taxpayers. The primary purposes
of the Commission were to:

« revise current statutory procedures for local property tax
abatement appeals (if needed);

» develop a process for hearing and deciding appeals that is
clear, comprehensive and efficient;

» develop a process that results in consistent, equitable and
timely decisions; and

« consider reforms to appeals procedures and the hierarchy of
appellate forums.

Additional study issues were referred to the Commission by the Joint Standing
Committee on Taxation based on specific legislation that appeared relevant to the
purposes of the Commission. These issues included the following:

» Make-up and operating procedures of the State Board of
Property Tax Review (LD 1288).

» Increase threshold for appeals to State Board of Property
Tax Review from $500,000 to $1,000,000 (LD 510).

¢ Define "Just Value" of Residential Property (LD 557).

« Allow property tax deferral in lieu of property tax
abatement (LD 1190).

« Establish a Uniform Method for Taxation of Personal
Property (LD 1234).

* Clarify Definition of Taxable Personal Property (LD 1241).

» Tax Assessment Practices of Municipalities Regarding Mobile
Homes (LD 1539).

» Payment of Taxes Prior to Appeal (LD 410; PL 1993, C. 242).
The Commission met various times between October and December. One

public hearing was held at the Maine Municipal Association’s annual meeting in
Portland which generated valuable testimony from the many assessors and
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municipal officials attending. Another full day was spent receiving testimony from
members of the State Board of Property Tax Review and their legal counsel. After
much discussion and deliberation the Commission finished its work on December
16, 1993 with the submission of this report and proposed legislation to implement
its recommendations.

Recommendations

The Commission recognizes that most of the problems associated with the
State Board of Property Tax Review have been administrative rather than
substantive. A decrease in available funding left the Board shorthanded both with
its own personnel and its assigned representatives from the Attorney General’s
Office. Jurisdictional issues required full Board meetings that would be better spent
on substantive issues. Due to certain statutory requirements, additional time was
spent dealing with various small appeals that should not have to be addressed by the
Board. To resolve these issues the Commission makes the following
recommendations:

» Allow the Board to hire an Executive Director;

« Increase the threshold for appeals to the Board to
$1,000,000;

* Redefine who appeals to the Board and when appeals
can be made.

The Commission strongly believes that an Executive Director of the State
Board of Property Tax Review can reduce considerably the existing administrative
concerns. The position would have to be filled by someone knowledgeable in the
field of taxation, assessing or law and the person hired would also serve as Secretary
to the Board. Working in conjunction with the Chair, the Executive Director would
review and decide jurisdictional issues and notify all parties of a determination
within 10 days of one being made. Such a position would also give the Board a
"permanent” location to send correspondence, conduct meetings, work with other
State agencies, etc. While the position would not be inexpensive to establish, the
Commission has recommended that the Board establish a filing fee schedule in an
effort to offset some or all of the additional General Fund costs. This
recommendation alone should remove most of the existing uncertainty surrounding
the Board.

A second important recommendation affecting the State Board of Property Tax
Review is to increase the threshold for appeals to the Board. Currently set at
$500,000, the amount is too low after years of double digit property valuation
increases. The Board was established primarily to hear appeals from larger, more
complex taxpayers that part-time local assessors or boards of appeals might not feel
fully capable of addressing. A periodic increase in the threshold should allow the
Board to maintain its standard of hearing higher level appeals. At the same time the
threshold is being raised, the Commission has recommended that the term
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"nonresidential property" be defined. The proposed definition is more classification
than anything. It is intended to ensure that Maine property owners who are not
residents of Maine cannot appeal their camp or summer home assessments to the
State Board. While this has not been a major problem in the past, testimony
indicated that some coastal properties were easily exceeding the threshold and one
non-resident of Maine had actually tried to appeal the assessment of his property as
an owner of "nonresidential property".

A related concem involves who can automatically appeal to the Board.
Existing statutory authority requires residents of a Primary Assessing Area to appeal
in this way, which means that an appeal involving relatively minor amounts must go
to the Board. Originally this concept made more sense because Primary Assessing
Areas were envisioned to be large districts covering various municipalities. In
actuality, three of the four Primary Assessing Areas are single municipalities and
the fourth is the Unorganized Territory which is managed and treated by the State
Tax Assessor as a single unit for state tax purposes. Rather than have their own
local board of assessment review or have access to the County Commissioners,
these municipalities have a different process altogether. The Commission believes
that there is no overriding need for this other process and that the State Board of
Property Tax Review should focus its attention on other matters. Therefore,
Primary Assessing Areas will be allowed to establish their own boards of
assessment review or use the County Commissioner process just like every other
municipality.

A final Board related recommendation is the proposal to further review the
State Board of Property Tax Review by the Taxation Committee prior to June 30,
1995. This is based on a discussion by Commission members on how best to handle
the existing backlog of appeals. Some felt that a smaller board meeting more
frequently would be best. Other members felt that the existing 3 panels of 5
members each could reduce the backlog more effectively, especially if the other
Commission recommendations were approved. The final consensus was to give the
Board 2 years and the issue would be revisited to see if the new changes made an
impact on the backlog.

Regarding the appeals process itself, the Commission has made two specific
recommendations:

* Eliminate appeals to the State Board of Property Tax Review for appeals that
are deemed denied by a local board of assessment review or the County
Commissioners; and

» Allow the County Commissioners to establish a county board of assessment
review.

Neither of these is a major change, but the Commission hopes that if adopted,
they will improve the appeals process.

By eliminating appeals to the State Board of Property Tax Review in deemed
denied situations, the Commission has removed one step from the current process.
This means that the hierarchy of appeals forums is reduced to two steps in all cases.
If a local board of assessment exists the taxpayer appeals there first and then to
Court. :
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The onus is on the local parties to settle rather than allow the court to make the
decision and there is no "incentive" for a local board to do nothing, which in the past
meant sending the issue to the State Board and hoping for a satisfactory resolution.
This should also make decisions much more timely. For various reasons some
Board decisions have been pending for more than a year. Without having to hear
deemed denied cases, the Board can focus its attention on other pressing issues.

During the Commission’s work schedule, discussion was held regarding the
role of the County Commissioners in the appeal process. Some members thought
the County should not be involved at all, either because the Commissioners
themselves didn’t want to hear appeals or the process should allow for direct appeal
to the Court. Other members liked the role of the County Commissioners because it
offered taxpayers an informal, inexpensive means of appealing their assessments.
An actual poll of County Commissioners indicated that they, too, were divided over
the issue. Given this mixed opinion, the Commission voted to improve this aspect
of the appeals process by allowing the County Commissioners of any County to
establish a County Board of Assessment Review if they so choose. This will free
the Commissioners in those counties that don’t want to hear appeals from having to
do so. At the same time, it will allow for a much more professionally oriented
appeals board in those counties that choose to adopt one by involving people
knowledgeable in tax matters and having an interest in the appeals process as a
public service. Hopefully, this will encourage more and better local decisions rather
than sending issues to the State Board or the Courts.

In order to ensure a smooth transition to these new recomended changes, the
proposed legislation enacting them is intended to be effective for any appeal made
with regard to an assessment for any tax year beginning on or after the property tax
year beginning April 1, 1994.

The Commission also discussed numerous secondary issues as assigned by the
Taxation Committee. Some of these were adopted (LD 510, part of LD 1288), and
some were dismissed outright (LD 557, LD 1234, LD 1539, PL 1993, C. 242). Two
were discussed but left unresolved. With regards to LD 1241, Clarify the Definition
of Taxable Personal Property, the Commission did not believe it was within the
scope of their study to make this definition. However, it noted that such a
clarification is extremely important and urges MMA, the Maine Association of
Assessing Officers, the Bureau of Taxation and others to continue working in this
area. The Legislature will have to make some sort of a decision within a few years
and everyone with a stake in the outcome should be prepared to defend their
position when that happens.

LD 1190 was also declared to be outside the purview of this Commission, but
the members believe that the issue is too important to leave unresolved. Therefore,
the Commission recommends that the Taxation Committee bring back the bill and
work closely with the Maine Municipal Association to resolve it. If the Committee
believes that abatements are still legitimate tools for municipalities to use, then they
must say so. If, on the other hand, deferrals of taxes are better for municipalities in
today’s world of far-flung families and financial capabilities, then LD 1190 must be
further discussed.
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In conclusion, the Commission to Study the Statutory Procedures for Local
Property Tax Abatement Appeals recognizes that its recommendations are neither
major changes nor numerous. However, we do believe that, if adopted, these
changes will improve the appeals process and allow the citizens of Maine to expect
and enjoy an appeals process that is clear, efficient, equitable and timely. The
proposed legislation is attached as Appendix A.
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APPENDIX A

Bill, An Act to Implement Recomendations of
the Commission to Study the Statutory
Procedures for Local Property Tax Abatement
Appeals.

Sec. 1. 36 MRSA 71 -81 is amended read:
36 § 271. State Board of Property Tax Review

1. Organization; meetings. The State Board of
Property Tax Review, as established by Title 5, section
12004-B, subsection 6, shall consist of 15 members
appointed by the Governor for terms of 3 years, except
for initial appointments which shall be 1/3 of the
membership for one year, 1/3 of the membership for 2
years and 1/3 of the membership for 3 years. Vacancies
on the board shall be filled for the remainder of the
unexpired term. The membership shall be equally
divided among attorneys, real estate brokers,
engineers, retired assessors and public members. The
board shall annually elect a chair.and-seeretary+~--The
seeretary-need-nok-be-chosen-£from-the-members-of-the

boaxd+~ The Joint Standing Committee of the Legislature
having jurisdiction over taxation shall review the

make-u f _the board prior to Jun 0, 1

determine if the number of members should be reduced.

. 2. 36 MRSA §271 -8§2-A i n ad:

2-A. Executive Dir r; Power nd Duties. An

Executive Director of the State Board of Property Tax
Review shall be appointed by the board to serve at

their will and pleasure Th n a i must

be experienced in the field of taxation, assessing or
law an hall perform all duties designa tatu
and otherwise assigned by the board. The Executive
Director shall serve as secretary of t he board and
shall maintain a record of all proceedings before the

boar N ard member hall serve as Executive

Director.

The salary of the Executive Director shall be
established by the board within salary range 86 and may
be adjusted periodically by the board within the limits
for salary review procedures establsihed in Title 2,
section G, subsection 5.



Sec. 3. 36 MRSA §271 — i mended to r :

3-A. Filing. Petitions for appeal and all other
papers required or permitted to be filed with the board
must be filed with the secretary of the board. Filing
with the secretary may be accomplished by delivery to
the office of the board or by mail addressed to the

secretary of the board. h ar hall tablish a
f hedule tha t h mount required compan
all request for appeals . All papers to be filed that

are transmitted by the United States Postal Service are
deemed filed on the day the papers are deposited in the
mail as provided in section 153.

Sec. 4. 36 MRSA §271, sub-§5 is amended to read:

5. Hearings. Upon receipt of an appeal, the
chairman of the board and the Executive Direc
determine if the appeal is correctly within the
jurisdiction of the b . f th r n av
jurisdictional authority to hear the appeal, the
Executive Director shall notify all parties within 10
days of making he determination., If the board does
have jurisdiction over the appeal, the chair shall

select from the list of board members 5 persons to hear
the appeal and shall notify all parties of the time and
place of the hearing. The selection of members for an
appeal hearing shall be based upon availability,
geographic convenience and area of expertise. Three of
the 5 members shall constitute a quorum.

Sec. 5 35 MRSA §273 is amended to read:

36 § 273. Nonresidential property exceeding $500,000
$1.000,000

If the owner of nonresidential property with an
equalized municipal valuation of #$500,000 $1,000,000 or
greater appeals to the State Board of Property Tax
Review as provided in sections 843 and 844, the state
board shall hold a hearing de novo.__For the purposes
of this section, "nonresidential property" means any
property, excluding unimproved land, that is used
primarily for commercial, industrial or business
purposes.



ec. 6 MRSA 43 i mended re

36 § 843. Appeals

1. Municipalities. If a municipality has adopted
a board of assessment review and the assessors or the
municipal officers refuse to make the abatement asked
for, the applicant may apply in writing to the board of
assessment review within 60 days after notice of the
decision from which the appeal is being taken or after
the application is deemed to have been denied, and, if
the board thinks the applicant is over-assessed, the
applicant is granted such reasonable abatement as the
board thinks proper. Except with regard to
nonresidential property with an equalized municipal
value-valuation of $5006,-000 $1.000,000 or greater,
either party may appeal from the decision of the board
of assessment review directly to the Superior Court, in
accordance with Rule 80B of the Maine Rules of Civil
Procedure. If the board of assessment review fails to
give written notice of its decision within 60 days of
the date the application was is filed, unless the
applicant agrees in writing to further delay, the
application is deemed denied and the applicant may
appeal to Superior Court as if there had been a written
denial, exr-the-applicant-may-appeal-to~the-Stakte-Board
ef-Preperty-Tax-Reviewr

. 1-A. Nonresidential property exceeding $500,000
$1,000,000. With regard to nonresidential property
with an equalized municipal valuation of $566,000
$1.,000,000 or greater, either party may appeal the
decision of the local board of assessment review to the
State Board of Property Tax Review within 60 days after
notice of the decision from which the appeal is taken
or after the application is deemed to be denied. The
board shall hold a hearing de novo. If the board thinks
that the owner is over-assessed, it shall grant such
reasonable abatement as the board thinks proper._ For

the purposes of this subsection, "nonresidential
ropertvy" mean n ropert xcludi nimproved

land, that is used primarily for commercial, industrial
or business purposes.,



2. Primary assessing areas. If a primary
assessing area has adopted a board of assessment review
and I£f the chief assessor, municipal officer or the
State Tax Assessor refuses to make the abatement asked
for, the applicant may apply in writing to the S&ate
Board-ef-Property-Tax-Review board of essment review
within 60 days after notice of the decision from which
the appeal is being taken or after the application is
deemed to have been denied, and if the board thinks the
applicant is over-assessed, the applicant is granted
such reasonable abatement as the board thinks proper.

Except with regard to nonresidential property with an

liz municipal valuation of $1 r greater
either par m a 1l from the decision of th oard

of assessment review directly to the Superior Court, in
accordance with Rule 80B of the Maine Rules @of Civil

P ure. If the boar f ment review fail
give written notice of its decision within 60 days of
t date the application wa i un h

applicant agrees in writing to further delay, the
application is deemed denied and the applicant may
appeal to Superior Court as if there had been a written

denial.--Fhe-deeision-0f-the-State-Board-of-Property
Tax-Review-is-decmed-final-ageney-aetion-by-that-beard
under-the-Maine-Administrative-Procedure-Actr

3. Notice of decision. Any agency to which an
appeal is made under this section is subject to the
provisions for notice of decision in section 842.

4. Payment requirements for taxpayers. A
taxpayer must pay an amount of current taxes equal to
the amount of taxes paid in the next preceding tax year
or the amount of taxes in the current tax year not in
dispute, whichever is greater, by the due date in order
to enter an appeal under this section or to continue
prosecution of an appeal pending under this section.

If an appeal is in process upon expiration of a due
date for payment of taxes in a particular municipality,
without the appropriate amount of taxes having been
paid, the appeal process must be suspended until the
appropriate amount of taxes, together with any accrued
interest and costs, has been paid.. This section
applies to any property tax year beginning on or after
April 1, 1993.



Sec. 7. MRSA 44 i en read:
36 § 844. Appeals to county commissioners

1. Municipalities without board of assessment
review. Except when the municipality or primary
assessing area has adopted a board of assessment
review, er-has-been-designated-as-a-primary-assessing
areay 1if the assessors or the municipal officers refuse
to make the abatement asked for, the applicant may
apply to the county commissioners within 60 days after
notice of the decisions from which the appeal is being
taken or within 60 days after the application is deemed
to have been denied. 1If the commissioners think that
the applicant is over-assessed, the applicant is
granted such reasonable abatement as the commissioners
think proper. If the applicant has paid the tax, the
applicant must be reimbursed out of the municipal
treasury, with costs in either case. If the applicant
fails, the commissioners shall allow costs to the
municipality, taxed as in a civil action in the
Superior Court, and issue their warrant of distress
against the applicant for collection of such amount as
may be due the municipality. The commissioners may
require the assessors or municipal clerk to produce the
valuation by which the assessment was made or a copy of
it._ Except with regar nonresidential
an ualiz municipal valuation 1,000,0 r
greater, either -Either-party may appeal from the
decision of the county commissioners to the Superior
Court, in accordance with the Maine Rules of Civil
Procedure, Rule 80B. If the county commissioners fail
to give written notice of their decision within 60 days
of the date the application is filed, unless the
applicant agrees in writing to further delay, the
application is deemed denied and the applicant may
appeal to the Superior Court as if there had been a
written denial,er-the-applieant-may-appeal-te-the-Btakte
Board-ef-Preoperty-Tax-Reviews '



Sec. 8. 36 MRSA §844 ub-§1-A is enacted ad:

1-A. n Board of Assessment Review. The
cou mmissioners in an nty ma r
cou ard of a ment review to hear all

al th unt mmissioners. The

hall have all of th wers an tie f
munici boar f ment review including the
followin

1. Organization A u ar f sessment
review mu rganize follow
A. Th ard must ist of 5 or 7 member

rvin a red term f 1 t and not more

than 5 years. The board shall annually elect a

chairman and secretary from its membership.
B ither un fficial n h u f

t fficial ma member or a iate
m r of the .
C. An u ion of whether a particular issue
involves a conflict of interest sufficient to
disqualify a member from voting on that issue

hall decid majority v of th
members, excluding the member who is being
challenged.

D. h un igsi s m ismi member
of the board for cause before the member's term
expires.

2, Procedure. The following provisions govern

h rocedur f the board.

A. The chairman shall call meetings of the board
as required, The chairman shall also call

meetin of th rd when reques so b
majori f the member r he un
Commissioners. A quorum of the board necessary to
conduct an official board meeting mu ist of
at 1le majori f th rd's member Th
chairman shall presi 11 meeti f th
ard an he ficial kesman of the ard,
Th r r hall maintain a rmanen
recor f all ard etin nd all
rr nden f th r reta is
responsible for maintaining those records which
re r ir rt of vari in
ich m rought fore the r All
cor to be maintain ared e
ecr Ly ar lic r r The 1 il
in th un mmissi ffi and m be

inspected at reasonable ; mes.



C. The board may provide. by regulation which

shall be recorded by the secretary, for any matter
relating to the conduct of any hearing, provided
that the chair may waive any regulation upon good
cause shown.

D. The board may receive any oral or documentary
evidence but shall provide as a matter of policy
for the exclusion of irrelevant, immaterial or
unduly repetitious evidence. Every party has the
right to present the party's case or defense by
oral or documentary evidence, to submit rebuttal
viden nduct an r —examination t
is required for a full and true disclosure of the
facts,
E. The transcript or tape recording of testimony,
if such a transcript or tape recording has been
prepared by the board, and the exhibits, together
proceeding, constitute the public record, All
decisions become a part of the record and must
include a statement of findings and conclusions,

as well as the r n r basis for the findin

and conclusions, upon all the material issues of

fact, law or discretion esented an h

appropriate order, relief or denial of relief.

Noti f any decisi must be mail or n
delivered to all parties and the County
Commissioners within 10 days of the board's
decision,

F. Either party may appeal from the decision of
he ¢ t oard of assessment review to th
Superior Court in accordance with the Maine Rules
of Civil Procedure, Rule 80B. If the county board
of assessment review fails to give written notice
of its decision within 60 days of the date the
application was filed, unless the applicant agrees
in writing to further delay, the application is
deemed denied and the applicant may appeal to
Superior Court as if there had been a written
denial,



S . 3 SA 44 -82 is amended to read:

2. Nonresidential property exceeding $500,000
$1,000,000. Notwithstanding-subseetion-iy With
regard to the-oewner-eof nonresidential property
with an equalized municipal valuation of $566+600
$1.,000,000 or greater, either party may choose to
appeal the decision of the assessors or the
municipal effieials officers with regard to a
request for abatement to the State Board of
Property Tax Review within 60 days after notice of
the decision from which the appeal is taken or
after the application is deemed to be denied. If
the state board thinks that the owner is
over—-assessed, it shall grant such reasonable
abatement as the board thinks proper._ For

purposes of this subsection, "nonresidential

roperty" mean n r r xcludi unimprove
land, that is used primarily for commercial,

industrial or business purposes.

c. 10. 6 MR 0 is re led.
36-§-850~--Assessment-of-eosts

When-an-applicant-appeals-to-the-State-Board-of
Property-Tax-Review-beeause-the-loeal-board-of
ascesEment-review-or-gounty-commicssioners—-£atl-to-make
a-deegisiony-the-costs-of-the-ptate-board-in-degiding
the-appeat-shall-be-charged-to~the-munigipality-or
eounty-£failing-teo-make-the-deeision~——-

c. 11 Effective Dat Thi i ffective for
any appeal filed that is based on assessments made for

any property tax year that begins on or after April 1,

1994.



