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REPORT ON ASSESSMENT LAW &XI F'RACTICE I N  TIIE CITY OF MIPJNEBPOLIS, 
HEXNEPW COUNTY AND THE STATE OF MINNESOTA 

This report by the Executive Committee i s  a result of studies by two 
sub committees of the Citizens League& the Minneapolis Assessments Sub 
Committee of the Taxation and Finance Committee, and the Assessments Sub 
Committee of the County Government Operations Conrmit.teer 

The former studywas an examination of assessment practioes in the 
City of Minneapolis, their  effects and recommendations for  improvement. It 
recognized that  Minneapolis assessing i s  closely affected by the  system of 
assessment l a w  and practice that  exists throughout the State of Minnesota* 

The l a t t e r  study was ini t iated t o  improve county-wide assessment 
practices. After reviewing several authoritative reports, the  sub-oommittee 
oanoluded that  improvement of certain statewide assessment laws and praotioes 
i s  necessary. 

Reports of both sub oommittees were essentially ooncerned with assess- 
ment of real property, believing the problem of personal property requires 
special study. However, many of the oonclusions and recomaadations would 
apply w i t h  equal force t o  oonditions i n  the assessment of personal property. 

The purpose of th is  report by the Exeoutive Committee is  to t  

1, Consolidate the  conclusions and recomnendations of the two sub 
committees1 reports. 

2. Give to  the oitizens of Minneapolis and Hennepin County and the 
State of Minnesota a brief outline which we hope w i l l  stimulate the en-+ 
ment of legislation to  correct a situation long in  need of corre&ion~ 



CONCLUSIONS 

1, Tidespread, gross, basic inequities ex i s t  i n  property valuation fo r  t ax  
purposes. i n  the State of Minnesota. The existence of discrepancies i n  any marked 
degree represents, i n  effect ,  t h e  exercise of t h e  taxing power by the assessing 
authorit ies,  a power which they a r e  not supposed t o  have. 

a* Minneapolis' average ra t io  of t rue  and f u l l  value t o  current value 
is about on a level with the ent i re  State and St. Paul, and somewhat higher 
than Duluth and Hennepin County outside Minneapolis. 

b. A substantial  d i f ferent ia l  i n  average assessment r a t ios  appears t o  
exis t  between types or  elasses of property t'woughout the State,  including 
Minneapolis and rural  Hennepin County. A s  a general rule, residential  proper- 
t i e s  a re being acoorded preferential  treatment a s  compared with commercial, 
industr ial  and public u t i l i t y  property. 

c. Within classes of property within assessment d i s t r i c t s ,  there appears 
t o  be a high degree of uniformity for the majority of properties, but there  
are  significant numbers of properties which have considerably higher or 
laver assessment r a t ios  than the average. These properties are  being 
accorded inequitable treatment of substantial  proportions and are the  pro- 
per t ies  about which ve a re  primarily concerned. 

2. The heavy reliance upon the property t a x  by taxing uni t s  in Xinnesota 
makes it especially important t h a t  the property assessment system be improved* 

30 Fundamentally, t h e  inequities i n  our assessment system appear t o  stem 
from a disregard for  our State  laws which require property t o  be assessed a t  i t s  t rue  
and f u l l  v a l ~ e - - ~ t r u e  and f u l l  value" being t h e  "usual se l l ing  price a t  the  
time of assessment." 

4. The property owner has great d i f f icu l ty  t o  learn with much certainty how 
h i s  assessment is determined, and he has v i r tua l ly  no "yeardstick" against which 
he can measure the  re la t ive  equity or inequity of h is  property valuation a s  
compared t o  other properties, since nearly a l l  properties a re  assessed a t  l e s s  
than usual se l l ing  price. 

5. Because properties a re  regularly assessed a t  l e s s  than usual se l l ing  
p r i ~ e ,  taxpayers a re  effect ively denied the i r  t radi t ional  r ight  to  independent 
judioial review of t h e i r  grievances i n  our courts in the event they and the  
assessing authori t ies  a re  unable to  reach a mututally agreeable, equitable 
valuation. 

6. In many instances assessment administration i s  handicapped through un- 
trained underpaid and politically-dependent personnel and from the  allowance of 
an insuff icient  amount of time i n  which t o  complete assessment duties. 



1. S ta t e  law should be revised t o  reoognize o f f i o i a l l y  t h e  existence of a 
d i f f e r en t i a l  between t h e  "usual s e l l i n g  prioe" and t h e  "true and f u l l  d u e "  used 
by assessing au tho r i t i e s  f o r  t a x  valuation purposes, thereby providing a bas i s  
f o r  comparison and review of  assessments. 

2. S t a t e  law should be revised t o  r e w i r e  o f f i c i a l  auknowledgemeast and pub- 
l i c a t i o n  of t h i s  d i f f  erentiab.. the  "assessment ra t io ;  in t h e  determination and 
administrat ive review of assessnents. Oregon i s  an  example of a s t a t e  where suoh 
6 requirement exists .  

3. S t a t e  l aw  should be revised t o  require  t h a t  our cour ts  reoognize and 
apply t h e  assessment r a t i o  upon appl icat ion of t h e  taxpayer. We recognize that 
t h i s  and recommendation #Z may raise praot ioal  problems because of t h e  f a o t  t h a t  
a t  t h e  present t ime assessment r a t i o s  vary among t h e  several  o lasses  of  property, 
bu t  we emphasize t h e  importanoe of t h e  ult imate object ive  of  bringing together 
t h e  assessment r a t i o s  of a l l  o lasses  of property. 

Aooomplishment of reoommendation #2 might make t h i s  ohange in law 
unnecessary bu t  t h e  improvement in judioia l  remedy should no t  be delayed pending 
any other l e g i s l a t i v e  ohanger 

4. The Hennepin County l e g i s l a t i v e  delegation should help support, through 
appropriat ions and otherwise, continuing statewide assessment surveys n o h  as 
those made by t h e  S t a t e  Tax Department s ta f f  under t h e  Equalization Aid Review 
Committee. 

5. Assessors should gradually rev i se  t h e i r  assessments 80 that assessman% 
r a t i o s  of the  several olasses of property tend t o  b e  brought together a t  a f igure  
somewhere between t h e  extremes which e x i s t  according t o  t h e  1956 Equal i z a t i on  
Aid Review Report. 

6. S t a t e  law should be revised t o  c rea te  assess ing d i s t r i a t s  suff io ient  in 
s i z e  t o  u t i l i z e  technically-trained and qual i f ied ,  adequately paid, p o l i t i d l y -  
f r e e  assess ing s t a f f s  operating on a full- t ime basis. 

7. Further researoh should be unde r t aka  t o  determine haw uniform a r e  t he  
assessments of land and bui lding separately,  s ince  t h e  Sub Committee on 
Minneapolis Assessments has looked only a t  data  on land and improvements together. 

The following pages a r e  drawn from t h e  two sub oommittee repor ts  upon which 
t h e  foregoing conclusions and recommendations a r e  based. The members of these  
sub committees werer 

Sub Committee on Minneapolis Assessments, Sub Committee on Assessments, 
Taxation and Finance Cod-t;t;ee County Government Operations Committee 
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f WHAT ARE THE STANDARDS AND PROCEDTJEES SET FORTH I N  STATE LAVJ AND REGULATIONS 
FOR ASSESSIHG PROPERTY? 

Provisions of s t a t e  law 

M. S. 1949, Seo. 273.U. s ta tes :  

" A l l  property s h a l l  be assessed a t  i t s  t r u e  and full value i n  money* In 
determining suoh value, t h e  assessor sha l l  not  adopt a lower o r  d i f fe ren t  stan- 
dard of value because t he  sane i s  t o  serve a s  a b a s i s  o f  taxation,  nor s h a l l  he 
adopt a s  a c r i t e r i o n  of value t he  pr ioe  for  whioh suoh property would s e l l  a t  
auotion o r  a t  a f o r c e d ~ s a l e ,  o r  i n  t h e  aggregate with a l l  t he  property in t he  
Oown o r  d i s t r i c t ;  bu t  he s h a l l  value each a r t i o l e  o r  desoription of property 
by i t s e l f ,  and a t  suoh sum or  prioe a s  he believes t h e  same t o  be fairly 
worth in 

M* S. 1949, S e o ~  272.03 s ta tes :  

"Full and t r u e  value means t h e  usual s e l l i n g  pr ice  a t  t he  place where t h e  
property t o  whioh t h e  term is  applied sha l l  be a t  t he  time of assessment; being 
t h e  pr ioe  whioh could be obtained a t  pr ivate  sa le  and n o t  a t  foroed o r  auotion 
sa leen  

The law thus  requires  t h a t  assessments--true and f u l l  value--be a t  usual 
s e l l i n g  prioe, no more and no l e s s ,  and t h a t  a l l  property be so  valued, t h a t  - is ,  t h a t  t h e r e  be uniformity. 

Is t h e  law being followed in these  respects? The work of  t h e  S t a t e  Equaliz- 
t i o n  Aid Review Committee gives us f a c t s  t o  answer t h i s  question. 

The Minneaot a Equalization Aid Review Committee Report 

The 1953 Legislature established an Equalization Aid Review Committee oon- 
s i s t i n g  of t h e  oommissioner of eduoation, t he  commissioner of administrat ion and 
t h e  oommissioner of taxation. Its duty was t o  review t h e  assessed valuation 
of school d i s t r i c t s  receiving equalization aid. The law provided t h a t  t he  
comnfittee should c a l l  upon t h e  Department of Taxation t o  asoer ta in  t he  t r u e  
valuation of school d t s t r i c t s  reoeiving equalization aid. However, t h e  oomit'bee 
oonoluded t h a t  in  order t o  ge t  a t r u e  pic ture  o f  assessment standards in t h e  
s t a t e  it was neoessary t o  oonduot a survey in a l l  o f  t h e  school d i s t r i c t s .  

A 1 1  t he  d i r e o t  quotations t h a t  follow a r e  from t h e  E.A.R. Committee report* 

The oonduot of t he  survey 

"The oomrnittee soon real ized t h a t  d i s t r i bu t ion  of equalization a i d  i n  
keeping with theequalieation pr inciple  depended upon t h e  use of the  same 
standard, o r  u n i t  of measurement, f o r  assessed valuation i n  a l l  sohool 
d i s t r i o t s  of the s ta te .  To determine what umit of measure was being used 
in the  various sohool d i s t r i o t s ,  an extensive sa les - ra t io  study on a sample 
b a s i s  was made f o r  t h e  e n t i r e  s t a t e  by t he  Department of Taxation* 

%ince t h e  purpose of t h e  s t u d y  was t o  determine t h e  leve l  of 
assessment, o r  re la t ionship of the  assessor 's  t r ue  and f u l l  v a l u e b  
current  value, i n  t h e  dif ferent  school d i s t r i o t s ,  representat ive  samples 



of various olassea of real property suoh a s  farm, resident ial ,  commeroial, 
industr ia l ,  eto., were selected for study. The analysis was done by oow 
paring t h e  t r u e  and f u l l  value of property a s  determined by t h e  assessor 
with estimated ourrent value, In determining ourrent value, preference 
was given t o  reoent b o a  f ide  sales. In the  absenoe of a suff ioient  number 
of suoh sales,  the sample was supplemented by appraisals a t  prevailing 
market prioes. 

"Beginning with the  iniOial oompilation and organimtion of the  data,  
every e f f o r t  was made t o  seoure a s  high a degree of aocuraoy a s  possible. 
A l l  avai lable  techniques were u t i l ized  to keep the margin of e r ro r  t o  
a minimum. The methods used in colleoting, organizing, and analyzing 
the  data were those ootumonly used by reoogpiaed authorities. These 
procedures were designed to miniaize the  eff ;ot  of any f a u l t y  sa les  
or  appraisal  data which may have been inadvertently ipoluded i n  the  sample* 

"Every sa l e  inoluded i n  the analysis was investigated personally by 
a s t a f f  member f r o m  t h e  Department of Taxation, who attempted to oonbc t  
t h e  m e r  of the property f o r  first-hand information regarding the sa le  
of the property in question. That s tep was taken t o  insure t h a t  only 
bona f ide  sa les  were inoluded in the  analysis." 

Pertinent data f o r  judging Minneapolis Assessments 

The oorumittee thought the  data in Table 1 and Table 2 i n  the  appendix 
were s ignif ioant  f o r  Minneapolis. They were drawn from t h e  Summary EAR 
Report and a reoent l e t t e r  from the  Commissioner of Taxation t o  the  
League s taff .  

11, IS MINMEAPOLIS REAL PROPERTY BEING ASSESSED AT 
TRUE AND FULL VALUE AS DEFINED IN THE LAW? 

Table 1 gives us  t h e  anaver t o  the first question: Is liinneapolis r ea l  
property being assessed a t  t rue  and f u l l  value, t h a t  is, a t  usual se l l ing  
prioe? Clearly, t h e  answer i s  No. 

In Minneapolis a s  well as elsewhere i n  the s t a t e ,  the assessor has adopted 
a "lower or d i f fe rent  standard of value+" 

Table 1 also shows this.  Minneapolis' overal l  r a t i o  of t r u e  and f u l l  
value to current value is  about on a level  with the en t i re  s t a t e  and St* Paul, 
and somewhat higher than Duluth and Hmnepin County outside N h e a p o l i s ~  
(see Appendix, Seotion 1 )  

111. IS TH3RE UNIFORMITY IN ASSESSLEWS OF 
MIMNEAPOLIS PROPERTY? 

There a re  two par t s  of t h i s  question: uniformity of assessments mong 
olasses of property, and uniformity on the same type of property. 

Among olasses of property 

1. Table 1 fndioates t h a t  there i s  a d i f f e ren t i a l  among types of 
property which favors res ident ia l  property a s  compared t o  oommercial, indus t r ia l  
and publio u t i l i t y  property. 



20 Here again, we find s imilar  variations among olasses of property i n  
St. Paul, Duluth and t h e  s t a t e  a s  a whole, although the variation i s  more 
extreme i n  Minneapolis. 

3. Residential assessments i n  Minneapolis a r e  about on a par with those 
i n  suburban and rura l  Eennepin, but oommercial assessments i n  Mirmeapolis a r e  
significantly higher. 

The sub oommittee t r i e d  t o  find out whether t h i s  variation of assessmat 
ra t ios  among olasses of property i s  r 9&. ed througho~~t the  country. 'fie 
were unable to get much information but we.did get--for example, from the  
National Assooiation of Assessing Officers, and the  chairman of the  current 
assessments committee of t h e  National Tax Assmiation--1ndioates t h a t  a varia- 
t ion  does exist. There i s  no indication, however, a s  t o  whether-the varia- 
t ion  is more or l e s s  extreme elsewhere than it is  i n  Minneapolis, 

Within same classes of property 

Table 2 provides the  answer t o  t h e  question of uniformity of assessments 
within the same class  of property. The tab le  uses the  coefficient of dis- 
persion, which i s  explained by the  E.A.R, report a s  followst 

"A useful tool  i n  measuring uniformity of  assessments within an 
assessing uni t  i s  the  coefficient of dispersion. When t h e  assessment 
sales ra t ios  of most properties within a county are re la t ive ly  uniform 
and are grouped closely together, t he  coeffioient of dispersion w i l l  
be low. A lmr coefficient of dispersion therefore indicates a well 
equalized assessment, On the  other hand, wide variations in the  r a t i o  
of t rue  and f u l l  value t o  current value w i l l  r e m l t  i n  a high ooefficient 
of dispersion. This suggests a lack of equality among individual assess- 
ment s J( 

We conolude from Table 2 t h a t  Minneapolis i s  getting a good job of assess- 
ment a s  measured by the consistency of assessing practices on the same type of 
property* That is, l i k e  prope t i e s  are being assessed with a re la t ive ly  high 
degree of uniformity. (See Appendix, Section 2). 

IV. EASE OF PROPERTY CJWNER'S DET-ING 
HOIV RIS ASSESS151JT I S  FIGURED 

After familiarizing i t s e l f  w i t h  t h e  EIinnesota Assessorts Manual, the  
sub oommittee had two meetings wlth t h e  Edlnneapolis City Assessor t o  determine 
how h i s  off ice makes assessments. Individual sub-committee members and s t a f f  
a l so  discussed the  matter with the  assessor. 

Determining the t rue  and f u l l  value 

The assessor said t h a t  h i s  assessors determine t rue  and f u l l  value of res- 
ident ial  property by reference t o  a l l  the elements t h a t  go through a p e r s o n r  
mind *en purchasing a house: s i z e  and shape of l o t ,  surrounding neighborhood, 
nearness t o  churches and schools, shoppfing centers, condition of furnaoe and 
roof, useful l i f e *  etc. Vith t h i s  information they use charts,  tables,  and 



I schedules on such items a s  age, building classif icat ions,  reproduction oosts 
(materials and labor) volume (cube content), and height variation, depreoiation 
and obsolescence. Essentially, t h i s  i s  the "cubingn method suggested i n  t h e  
Minnesota Assessor's ~anual-&terminatian of cons~ruct ion  cost-per cubic foot 
of volume and modification by depreoiation, obsolescenoe and the  other factors  

Final determination, however, i s  a matter of judgment fo r  the assessors, 
using t h e i r  experience and knuwledge of similar properties. 

The assessor said tha t  t h i s  assessment procedure i s  not designed t o  come out 
with some def in i te  relationship t o  usual sel l ing price. The assessing prooess 
i s  an a r t ,  not an exact soience, and must r e su l t  from application of experienoede 
judgment t o  many variable factors. While the property owner therefore may not  
be able t o  compute h i s  tax  l i a b i l i t y  independently, a s  when paying an income 
or  sales  tax, t h i s  i s  because of the nebulous and variable nature of usual 
se l l ing  price. Variations have been especially strong s incethe s t a r t  of World 
War 11, beoause of inflation, the  housing shortage, l ibera l ized  loan policies 
and other unusual faotors. 

I f  the property owner wonders about h i s  assessment he is referred t o  the 
assessment of similar properties. The assessor w i l l  go t o  considerable trouble 
t o  show the  property owner tha t  he is being equitably assessed. In the  final 
analysis, the system doesresult in uniformity, a s  shown by t h e  s t a t e  study. 

Regarding assessment of commercial and industr ial  property, the  assessor 
said heavy reliance is  plaoed on income and sa le s  data, B u t  he did not say 
t h a t  t h e  assessment procedure is  designed t o  come out with some definite reman- 
ship t o  a usual se l l ing  price. 

Conclusion 

To f e e l  that he is being taxed fa i r ly ,  a taxpayer wants t o  understand t h e  
basis f o r  determining his t a x  l i ab i l i ty .  For the  property taxpayer t h i s  means 
understanding the  tax  rate  and t h e  taxable value of h i s  property. 

m i l e  State  law clearly says t h a t  t r u e  and f u l l  value means sel l ing prioe 
a t  private sa le ,  t rue and f u l l  currently i s  ac tua l ly  only a fract ion of usual 
se l l ing  prioe. To make the f ac t s  square w i t h  t he  lew, t h i s  sub committee believes 
t h a t  the  law should be changed, 

In the interelst of fairness  and t h e  property owner's a b i l i t y  t o  understand 
determination of his t ax  l i a b i l i t y ,  t r u e  and f u l l  value should be def jn i te ly  
related t o  usual se l l ing  price and there  should be  o f f i c i a l  reoognition of t h i s  
relationship. Usual se l l ing  price is s t i l l  the  only standard of value set forth 
i n  the  law. 

We recognize the d i f f iou l t i e s  involved in establishing such a relationship 
for  a l l  properties. Turnover in propertiesvaries and frequently sales do not 
represent the  resul t  of bargaining between a wil l ing kuyer and a will ing seller. 
These d i f f i cu l t i e s  are the  reason t h a t  elaborate schedules of basic data have 
been developed and the experienced judgments of t rained personnel are  needed. 



But o f f i c i a l ly  establishing the relationship of t rue  and f u l l  value t o  
usual se l l ing  price does not mean t h a t  the t r u e  and f u l l  value of each property 
would need t o  have the exact o f f i c i a l  percentile relationship t o  market value. 
Some reasonable range around the  average would be feasible  i n  order t o  allow 
fo r  the d i f f i c u l t i e s  above cited, 

The important thing is tha t  t h i s  relationship be openly acknowledged by 
assessing o f f i c i a l s  so t h a t  the taxpayer has a def in i te  rule  by which he can 
measure h i s  own assessment* 

Vie have not studied nationwide experience suff icient ly t o  give a considered 
recommendation a s  t o  t h e  machinery which might be s& up t o  insure t h a t  a def- 
i n i t e  assessment r a t io  i s  used by the  assessor and is made public. However, we 
c a l l  a t ten t ion  t o  the system adopted by the  Oregon legis lature t o  go in to  
effect in  1956. The Oregon b w  states:  

"So tha t  a taxpayer m y  know what relationship the assessed valueof property 
on the  ourrent assessment r o l l  bears t o  i t s  t rue  cash value, each county assessor 
shal l ,  not l a t e r  than April 16, post on o r  near each door opening in to  the  assess- 
or's office,  and in a position where the  notice can be read, a notice containing 
the  following words (including the correct  information f o r  thetilank space) printed 
i n  l e t t e r s  suf f ic ient ly  large t o  be v is ib le  t o  a person with normal vis ion stand- 
ing within 10 f e e t  thereof: 

"The assessed valuation of local ly assessed taxable property assessed 
by the county assessor's off ice i n  . . . . . County, as  entered on the  

19....-19... ..assessment r o l l ,  iso. ..percent of the  t r u e  cash value 
of such property." 

The assessor3s r a t i o  i s  subject t o  review b y  the  county board of equalization 
which may c e r t i f y  a different r a t io  if i t s  studies indicate one is needed. If 
the board f inds t h a t  t h e  assessor's percentage varies more than XI parcent from 
the  percentage determined by the board, the assessor may be removed from office. 
The boardts percentage i s  in turn  reviewed by the  s t a t e  tax commission,which 
may subst i tute  i t s  own peroentage if the boardts percentage i s  10 percent more 
or  l e s s  than the  commissionts rat io* 

The law specifies requirements for  wide publicity t o  be given t o  the assessment 
ra t ios ,  and gives the board and commission authority to  make reductions i n  assess- 
ments according t o  the  ratio. Regarding the  board of equalization, fo r  example, 
it states:  

'men  t h e  county board of equalization determines whether the part icular  
property of a pet i t ioner  is assessed beyond i t s  t rue  cash value o r  a pemxttage 
thereof applled uniformly t o  a l l  classesof property within the county, it shal l  
oonsider the  correct  assessed whation of the property t o  be the  r e su l t  
obtained by multiplying the  t r u e  cash value of t h e  property, a s  determined by 
the  board, by the percentage contained i n  the notice..." 

Regarding publicity on t h e  trs ses sment rat ios ,  the law concludes : 

"In order t h a t  f u l l  publicity may be had of the  determinations of r a t i o  
and of the  meeting of the board of equalization, i n  addition t o  t h e  notices 
otherwise prescribed by s tatute ,  the assessor, board of equalization and t a x  



commission may cause additional publicity therefor t o  be given by other means, 
including publicat ions i n  other newspapers and by radio and t e l  evision annome- 
ments." 

Vs PROPERTY OhXERtS RIGET OF REDRESS THROUGH THE COURTS IF HE FEELS 
HIS ASSESSMENT IS 'UNFAlFi 

One of the  basic  ways t h e  American system of government protects the  individ- 
ual from arbi t ra ry  actions of government i s  through separation of powers and in- 
dependent judicial  review of a c t s  of t h e  leg is la t ive  and executive bqnohes. The 
property owner i n  Minnesota a t  the present time is  in effeot  denied t h i s  proteo- 
t ion  with regard t o  assessment of h i s  property because of the present law regard- 

ing determination of t r u e  and Full value, and the  cour t t s  interpretat ion of the  law. 

The 1954 report of the  League's County Government Committee on the  Assessment 
System of Suburban and Rural Hennepin County summari~~ed the nature and resul t s  of 
the  present system of taxpayer appeals t o  t6e courts a s  follows: 

"Under section 278.01, Minnesota Statutes  1953, a person who claim6 
t h a t  h i s  property has been unfairly o r  unequally assessed a t  a valuation 
greater than i t s  real  or actual value7,  may have h i s  objection determined 
by the  Dis t r i c t  Court of Minnesota by f i l i n g  h i s  petit ion, a f t e r  service 
on the  County Auditor, County Treasurer, and County Attorneys in the 
Dis t r i c t  Court on or before the  f i r s t  day of June of the year i n  which 
such t ax  becomes payable. He must, however, pay 5% of the tax levied 
before f i l i n g  h i s  pet i t ion,  and one-half of the balance before Movember 
1st of the same year. 

 his prooedure has had two d i s t h d k  disadvantages; delay of from 
a year t o  1 8  months before coming t o  t r i a l  and, more impollrtant, i f  the 
f u l l  and t r u e  valuation i s  l e s s  than 'aotualt or market value, e.g. 
90$ of market value, no correction w i l l  be made. Thus, where 35% of 
market value has been the yardstick recently used in measuring ' fu l l  
and true' ,  the taxpayer has no practical remedy under t h i s  procedure. 

un his procedure has been l i t t l e  used of l a t e  and has obtained 
v i r tua l ly  no results." 

A b i l l  was ixrtroduoed in the  1955 legis la ture  (HF #1414) t o  eliminate the  
seoond of  these disadvantages by giving the  property owner the  r igh t  t o  have h i s  
property valued fo r  assessment purposesw on the basis of the same standard of 
value a s  i s  used for  valuing other rea l  property of personal property i n  t h e  same 
town or assessing d i s t r i c t  regardless of whether or not such ovmerts property has 
been valued for  such purposes a t  i t s  t r u e  and f u l l  value i n  money." The b i l l  
declared the property awnerts r igh t  t o  have h i s  assessment related t o  the  pre- 
vai l ing standard of value i n  any appropriate court action. 

This s u b - c o d t t e e  holds no b r i e f  fo r  a l l  the de ta i l s  of t h i s  b i l l ,  but  
f ee l s  t h a t  i ts  principle i s  sound and should be incorporated i n  l a w  so t h a t  
the  property omner may have f ina l  recourse t o  an effeotive court review of the 
action of assessment administrators. This may raise praotical problems of 
judicial  application because of the f a c t  tha t  a t  t he  present time assessment r a t ios  
vary among the several c lasses  of property, but these w i l l  diminish a s  we 



approaoh the ultimate objective of uniformity among the  assessment ra t ios  of 
a l l  olasses of property. (see Appendix, Seotion 3). 

VI. SHOULD ASSESSING DISTRICTS BE IKCIIEASED I N  SIZE? 

The Minnesota Tax Study Commission report  of December, 1954, sayst 

"A sat isfaotory system of uniform original  assessments and a workable 
system of s t a t e  supervision oan bes t  be achieved by a substantial  reduction 
i n  the number of administrative units involved. 

'The wide variat ion in the  present assessment standards throughout the 
s t a t e  i s  contributed t o  by the inoompetenoe of some of the assessors, is  
fostered by lack of effeotive oentralized oontrol of the assessing prooedure, 
and, under the present system, could i n  some measure r e s u l t  from local  
needs o r  pressures." 

The Citieens League's County Government Operations Committee's report  On 
Assessment System of Suburban and Rural Hennepin County, Deoember 1 5 4 ,  sayst 

"l3qualization by loca l  review boards and the  County Board of Equaliza- 
t i o n  did not correot the inequities. Equitable assessment requires f i r a t  
of a l l  a good assessment. The value of a oornpetsat looal assessor is  shown 
by the Wayzata experienoe. 



APPENDIX 

TABLE E 

ASSESS= RATIOS BY TYPE OF PROPERTY FOR SELECTED GoVERD@mL UNITS 

Type of 
Property 

Hemepin County 

Excluding Inoluding Total 
Minneapolis b¶inneapoiis Minneapolis St. Paul Duluth State 

_C- 

Residential 32.4% 30.3% 31.70% 32.90% 27.85% 30.44% 

Commercial 48.51 31.32 46.98 44.11 41.13 38.79 

Industrial 46.19 I 44.73 42.16 35.91 55,06 

Public u t i l i t y  43.09 - 43.74 48.41 53092 45.88 

M:il.tiple Dwelling 36.94 - I) 40.00 35091 37.82 

Lake shore -- - I) . I 16.20 

Farm -- 41.38 41038 - - 430 68 

Total 37.06% I 35.4% 36.50% 32.31% 35.99% 

TABU 2 
_I_ 

COEFFICIENTS OF DISPERSION BY TYPE OF PROPERTY FOR SELECTED 

GO-& WITS 

1952 

Type of Hennepin County 
Property Exoluding Idpls. St. Paul Duluth Total State - 
Residential 12% 13% 1% 15% 1805% 

Commeroial 2% 2% 25% 1% 22 % 

Souroe t Summary Report, Minnesota Equalization Aid Review Committee 
Maroh, 1955. 



SELECTED REFERENCES FROM REPORT OF SUB COMMITTEE OF COUNTY 

These quotations were used i n  the report t o  support the  sub c0I&.ttee1! 
analysis and recommendations. The sources of these quotations are: 

MTSC - Mimeseta Tax Study Commission report dated Deoember, 1954 
EAR - Minnesota Equalization Aid Review report dated Maroh, 1955 
MS - Minnesota Statutes,  1949 
MC - Mirmesota court opinions, judicial  r e ~ m  
CGO - County Government Operations Com., Citizens League, Deo.1954 
NJ - Nmr Jersey Commission on State  Tax Policy, February, 1953 

Seotion 1 ARE STATE UPJS BEING DISREGARDED WITH RESPECT TO PROPERTY TAXATION IN 
m s m ?  

MTSC "This oommission dewres the present deviation from statutory stan- 
dards f o r  the  assessment of property praoticed throughout t h i s  state*. on - 

MTSC "There i s  ample evidence of wide variations between the  provisions 
of the  laws of Minnesota i n  respect t o  assessment procedure and the  
administration of those laws a t  the  local level. l ax  enforoemant of 
laws leads t o  oontempt and contempt leads t o  evasion." 

"Disregard f o r  the statutory requirement tha t  r ea l  property be 
assessed a t  i t s  f u l l  and t r u e  value i s  an old s tory  i n  Minnesota and 
m y  other states. A s  ear ly as 1902, the  ~ i i m e s o t a  Tax Commission 
referred t o  real  prope t y  assessment i n  the s t a t e  as  "a s t a r t l i n g  
example of the disregard of law by those t o  whom i t s  administration 
i s  entrusted'. "----quoting from the 1914 Tax Commission, "From the 
time of the adoption of our s t a t e  constitution in 1858 u n t i l  the year 

1914, when the classif ied assessment law went in to  effect ,  our lam 
expl ic i t ly  provided t h a t  t a l l  property sha l l  be assessed a t  i t s  t rue  
and f u l l  value i n  money. Notwithstanding the  clear  and mandatory 
character of t h i s  statute,  it was never enforoed or obeyed, but was 
wilfully and shamelessly violated by taxpayers and tar off ic ia ls  

prior t o  
n o  assess a t  from 25 t o  $0 P~ 

-e - from the very beginning. The universal practiae ] 

Seotion 2 DO WIDESPREAD, GROSS, BASIC IEJEQUITIES EXIST I N  PROPERTY VALTIATION 
(FOR TAX- P~~RPosES) IN EiIlJHESOTA TOMY? 

WSC n This commission deplores the present deviation from statutory 
standards for  the assessment of property practioed throughout the  s t a t e  - - 
and recognizes t h a t  it has inadvertently breated non-legal and uninten- 
t ional  vast  differences i n  the actual  proport~-ax to be paid the statg , 

*om i t s  m i l l  r a t e  levied on grope* throughout the  state." 

Woodrow Wilson, i n  inaugural address upon assuming off ice of Governor 
of New Jersey i n  1911, ",a. ..I do not see how anyone can determine 
whether there are  or  not (inequities i n  property taxation) for  we have 
absolutely no uniform system of assessment. It Would seem i n  every 
loca l i ty  t h a t  there is  some 1-ocal variety of practice, i n  the rate ,  
the  r a t io  of assessment value t o  market value, and t h a t  every assessor 
i s  a law unto himself...." 



MC "Unfor tunate l~  courts must take 5udioial notioe of the f ac t  t h a t  the 
ultimate assessment of rea l  and & rsonal property i s  extremely uneven and 

CGO "The Deephaven analysis, the  Eennepin County assessment survey f o r  
the S ta te4ua l i za t ion  Aid Review Committee, and the experianoe i n  the  
City of Wayzata point t o  these oonclusions: 1. There was considerabb 
variat ion i n  the  assessment r a t ios  of individual properties i n  suburban 
and rural Hennepin County, resulting i n  basio inequities in property 
taxation. From the  Deephaven analysis, furthermore, it appears tha t  
higher valued properties were assessed a t  a higher ratio." 

EAR The figures i n  the  next three paragraphs are  quoted f'rom EAR reporb. 

The weighted average "assessment rat io" (relationship of "ful l  and 
t rue  value" t o  b u a l  se l l ing  price") in hiinnem ta is 35e99%3 Hennepin 
County, 35.4%~ Ramsey County 36,3453 St. Louis County, 25.7%; the 
remaining counties range from a high of 51.9% ( ~ e d  ~ a k e )  t o  a low of 
16.91% ( ~ o o c h i c h i n ~ ) .  

The "range" of assessment rat ios  i n  Henncp in County (excluding 
Minneapolis) i s  103.33% f o r  residential  properties (2,092 properties 
studied); 100.0% for  oomrneroial (227 studied); 123.3% fo r  farms 
(160 studied). The range i n  Minneapolis i s  63.48% fo r  residential  
(4,255 studied) ; 101.84% fo r  commercial (230 studied) ; 53.59% for  
apartments (74 studied). 

The meaning of "rangerlis very significant. It desoribes the  degree 
of equity which ex i s t s  between pro;?erties a t  the  high and low ends of 
the  valuation spectrum. For example, i f  two properties each having a 
"usual se l l ing  pricen of $10,000 were carried on the assessment books 
a t  'full and t r u e  values" of $1,000 (1%) and $11,000 (llM),the "range" 
of t h e i r  assessment ra t ios  would be 10% (1% - 1%). Both of these 
properties, according t o  law and out-and-out fairness,  should be 
assessed on the  same basis,  and pay the sance tax  if i n  t h e  same d i s t r i c t ,  

II yet the  tax burden i n  t h i s  example oited (for  comparison, see ranges" 
i n  t h e  preceding paragraph) would resul t  i n  one paying a t a x  eleven 
times t h a t  borne by the other ( i f  both were homesteads, 12.4 times greater 
tax in t h i s  part icular  case). The f a c t  t h a t  1% of the residences i n  

A EAR study i n - ~ e n n e ~ i n  ~ o u n t y  outside Minneapolis were assessed on a 
basis a t  o r  above 39.4% of the i r  market value (above 40.61% i n  
Minneapolis) while 1% were assessed a t  or  below 22.71% (Minneapolis - 25.94%) i s  indicative of the substarrtial inequities existing TRhich are 
oreating large and undust differences i n  tax  burdens* 

Seotion 3 SHOULD THE TAXPAYER HAVE THE RIGHT TO EFFECTIVE JUDICIAL APPJ3AL FROM 
THE VALUATION DETEXMIMED BY TRE ASSESSING AUTHORITIES? 

MC The power t o  tax  is  the  power t o  destroy--"Mr. Just ice Quinn, 
speaking fo r  the court about the Minnesota Tax Commission (now the 
Commissioner of Taxation) said,  *It is an administrative body vested 
with quasi judioial functions*." 156 M i n n .  89, 194 N.lT. 6 7 



MTSC 'The Minnesota s ta tu tes  should be amended t o  olearly give r e l i e f  - 
from taxation based on property values when it appears t h a t  the  owner 
has been disoriminated against by having h is  property valued a t  a 
higher standard of market value than other property i n  the  taxing 
dis tr iot .  This is  not intended t o  mean t h a t  the  s t a tu te  requiring 
assessment a t  f u l l  and t r u e  value should be relaxed. Provision 
should be made by the  leg is la ture  t o  reimburse the  taxpayer, fo r  h i s  
costs  either in whole or  i n  part ,  when he i s  suooessful i n  h i s  proceeding." 

Section 4 DO ASSESSING AUTEQR3TIES HAVE W L E  POIiER TO PREVENT AND/OR CORRECT 
GROSS INEQUITIES IN PROPERTY TAX VALUATIONS? 

This oommittee fee ls  t h a t  assessing authori t ies  do have ampb 
power t o  prevent and/or correct  suoh inequities. It deplores the la& 
of consistenoy in the exeroise of these powers. The following paragraphs 
are  c i ted  t o  indicate t h e  extent of these powers a t  the s ta te ,  oounty 
and local  levels  of government in  Unnelpota. 

State : - 
The Governor9 property omitted or undervalued 

Mas. 274.10, Subdivision 1. "!!ha it shal l  be made t o  appear t o  
the  governor by verif ied complaint, or  by the  finding of a oou* or of 
the legis lature,  or  any committee thereof, t h a t  any considerable amount 
of property in any oountx has been improperly omitted from the t a x  lists -. and assessment' r o l l  of such county f o r  any year; or, if assessed, t h a t  
the  same has been grossly undervalued by the assessor or other ootmty 
off icials ,  whether or  not suoh assessment has been reviewed by the 
county board of equalization, he sha l l  appoint, i n  writing, some 
competent c i t izen  of the s t a t e ,  not a resident of suoh county, a s  
examiner. t o  asoertain the aharaater. location. value. and k r s h i r ,  d -- . - - - - - - - I - - -  I - - I  - -  - - - 

the  real-and personal property i n  suoh county so omitted or  underwiued. 

Board of Tax Appeals , power t o  review 

M. So 271.05 nThe board of tax appeals sha l l  have power t o  r e v i m  
and redetermine orders o r  deoisions of the oommissioner of taxation upon 
appeal therefrom i n  the cases authorized by law.' 

Boar& of Equalization, dut ies  

M+S. 270.12 "r...examine and compare the returns of the  assessment 
of property in  the several oounties, and equalize the  same so t h a t  a l l  
t he  taxable property i n  the s t a t e  sha l l  beassessed a t  i t s  fill and t rue  - - value..,." "This board meets annually i n  September. - 

Commissioner of Taxation, reassessments, oomplaints, ohanges of 
assessed valuationso 

MoS. 270.16 "When it shal l  be made t o  appear t o  the  commissioner 
of taxation, by verif ied complaint or  by the finding of a court or  of 
the legis lature,  o r  ei ther  body of the same, o r  any committee thereof, 
t ha t  any oonsiderable amount of property has been improperly omitted- 
from the tax l i s t  o r  assessment r o l l  of any d i s t r i c t  or oounty f o r  any 
year, or, i f  assessed, t h a t  the same has been undervalued or  overvalued, 
a s  compared with l ike  property i n  the  same county o r  i n  the s t a t e  so 



t h a t  the assessment fo r  such year in such d i s t r i o t  o r  county is grossly 
unfair and inequitable, whether o r  not the same has beenequalized by the 
oountyboard of equalization or the oommissioner of taxation, t h e  
aommissioner of taxation shall----cause a reassessment t o  be made of 
any o r  a l l  of the real and personal property, o r  e i ther ,  i n  any suoh 
oounty or  d i s t r i c t  sha l l  be assessed equitably a s  compared with l i k e  
property i n  such d i s t r i c t  or oounty" 

M.S. 270.11, Sub. 3 "The oommissioner of taxation shal l  appoint 
a special assessor and deputies under him and oause t o  be made, i n  any 
year, a reassessment of a l l  o r any real  and personal property o r  d ther, 
i n  any assessment distric*, when in  his  judgment such reassessment is 
desirable or  necessas ,  t o  the end tha t  any and a l l  property in  suoh 
a i s t r i c t  m b e s s e s s e d  equitably as  compared with l i k e  property i n  
the oounty wherein such d i s t r i c t  i s  situated." 

M.S. 270.11 Sub. 5. 'IThe commissioner of taxation shal l  receive 
complaints and carefully examine in to  a l l  cases where it is  alleged tha t  
property subject t o  taxation has not been assessed or  has been fraudulently 
or  for  any reason improperly or  unequally assessed, or the l a w  in  any 
manner evaded or  violated. and cause t o  be ins t i tu ted  such proceedinas - 

a s  w i l l  remedy improper o r  negligent administration of the  k i n g  of- - - - the  s t a t ean  

Bb. S. 270.11, Sub. 6 "The commissioner of taxation shal l  raise 
or  lower the assessed valuation oY- a i y  real or  personal property, 
including the power t o  raise or  lower the assessed valuation of the 
real  or  personal property of any individual, copartnership, company* 
association o r  corporation; provided, t h a t  before any such assessment 
against the property of any individual, oopartnership, company, 
association, or c q p r a t i o n  is  so raised, notice of h is  intention t o  
r&e suoh assessed valuation and of the time and place a t  which a 
hearing thereon wi l l  be held shal l  be given t o  such person, by mail* 
addressed t o  him a t  t h i s  place of residence as  the same appears upon 
the assessment book, a t  l e a s t  f ive days before the day of such hearing.' 

County 

Board of Equalization 

M.S. 274.13 "The oounty oomnissioners, or  a majority of them, 
d t h  the  county auditor, ---shall form a board f o r  the equalization 
of the assessment of the property of the  county. ---shall examine and 
oompare the returns of the assessmmt of property of the several towns 
or d i s t r i c t s .  and eaualize the seme so t h a t  eaoh t r a o t  o r  l o t  of real  - - L - - - -  - - 

property and each a r t io le  or  class  of personal property shal l  be 
.a entered on the assessment l i s t  a t  i t s  full and t r u e  value--(mmnoticetu 

person i n  ~vhose name property i s  assessed sha l l  be given when intention 
is t o  raise valuation"). 



Board of review 

In brief,  M.S. 274.01 provides a board of review (oomprised 
usually of the looal governing body) which shal l  meet annually i n  June 
t o  review the work of the assessor and t o  equalize property values if 
such appears desirable. This board must not ify taxpayer if it intends 
t o  r a i se  h i s  valuation. 

Our committee fee ls  the  assessor should be enoouraged or  requ5red 
t o  not i fy  taxpayer of h i s  intention t o  ra ise  the  taxpayer's valuation 
if suoh be the case* 


