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CONCWSIONS AND REi;ONFENDATIONS - 
1. Ninnesota law has long required t h a t  a ssessors  record t h e  true and f u l l  

value of propei-ty a t  i t s  r e a l  market value, However, over t h e  years  assessors  gradu- 
a l l y  deviated f u r t h e r  from market value i n  es tabl ishing t r u e  and f u l l  value. I n  ad- 
d i t i o n ,  it is  apparent t h a t  t h e  devia t ion was i n  d i f f e r i ng  degrees, depending upon 
t h e  charac te r  of t he  property being assessed. The cour t  found i n  the  Dulton case  
t ha t ,  d e sp i t e  t h e  k s s e s s o r ~ s  testimony t h a t  commercial property by h i s  policy was be- 
ing assessed on t he  b a s i s  of 40$ of market value i n  Duluth, t h e  nine pieces of com- 
mercial  property involved i n  t he  s u i t  *re ac tua l l y  on t h e  t a x  books a t  between 65% 
and 95% of t h e i r  m r k e t  va l~ tes .  This p rac t i ce  of taxing commercial property on t h e  
bas i s  of a per cent  of market value two and th ree  times t h e  per  cent  applied t a  re- 
s i d e n t i a l  property has been widespread i n  the  s t a t e ,  and t h e  same pol icy  has beer. 
applied t o  much i n d u s t r i a l  property. 

The 1965 Legis la ture  i s  faced with the  decis ion of whether o r  not  it 
w i l l  t a k e  a c t i o n  i n  t h e  c r u c i a l  and long-neglected a rea  of major property t a x  assess-  
ment reform. But t h e  question t h i s  year  i s  d i f f e r e n t  than it was two years ago, be- 
f o r e  the  Dulton decision,  because a f a i l u r e  t o  take ac t ion  t h i s  sess ion w i l l  have t h e  
e f f e c t  of leaving t he  cour ts  with a flood of lawsuits  which c o u l d - m d t  i n  sevare 
hardship t o  many l o c a l i t i e s  and school d i s t r i c t s  through s i gn i f i c an t  reductions i n  
t h e i r  property t a x  revenues. 

2. The property t a x  is present ly  the  most important s i ng l e  source of re- 
venue f o r  l o c a l  government. I n  1965, t he  property t a x  i s  producing about $600 m i l -  
l i o n  i n  Minnesota. The t o t a l  amount of property t a x  revenues i s  increas ing 6 t o  8% 
per  year,  A 3% sales tax ,  ~ 5 t h  a pe r  person income t a x  c red i t ,  would, i n  comparison, 
produce i n  the  range of $150 mil l ion,  It i s  c lea r  from these  f i gu re s  t h a t  the  prop- 
e r t y  t a x  is  here t o  s tay ,  and it follows t h a t  it must be made equ i tab le  and workable. 

The property t a x  assessment reforms recommended below should be enacted 
and t h e  recommended in te r im study should be undertaken, regardless  of whether a s a l e s  
t a x  is passed o r  not, 

3.  The c r u c i a l  property t a x  assessment reforms which can and should be 
enacted t h i s  sess ion a r e  a s  follows: 

I. Crash Program t o  Uograde t h e  Qua l i ty  of Assessments and Assessors. 

A t  t h i s  t i m e ,  i n  Ninnesota we have approximately 2,400 assessors.  Most of 
them a r e  supposed t o  accomplish t h e i r  work i n  90 days, and by law a r e  paid 
no more than s i x  do l l a r s  pe r  day. It was only i n  the  1963 session t h a t  le-  
g i s l a t i o n  was achieved doing away with e lec ted assessors  and subs t i tu t ing  
appointed assessors .  
Nothing i s  more important than t h a t  we move away as* quickly a s  poss ible  from 
the  concept of the  assessor ' s  being a p o l i t i c a l  job and toward a r e a l i z a t i on  
t h a t  property t a x  assessment i s  a job requir ing a wide range of technical  



s k i l l s  and background, i n  addi t ion t o  t he  i n t eg r i t y  and a b i l i t y  t o  make 
sound judgments. Nothing has characterized t he  shortcomings of our system 
more than recent a t t acks  and pressures which have been brought t o  bear on 
assessors  who a r e  a t t e m ~ t i n g  t o  car ry  out the  laws and d i rec t ives  of the  
s ta te .  

A. County Assessor System 

Every county i n  t he  s t a t e  should have a t rue  county assessor system i n  
which t h e  county assessor  has f u l l  responsibi l i ty  f o r  assessment of a l l  
property. He should be appointed by the  County Board f o r  a f ixed term 
on the  bas i s  of standards t o  be established by the S ta te  Tax Department. 
The county assessor  should have control  over h i r ing  of assessors  t o  as-  
sist him, subject ,  however, t o  t h e i r  a l so  being qual i f ied according t o  
t he  standards t o  be s e t  by t he  Tax Commissioner. The county assessor 
should exercise d i rec t ion  over a l l  deputy assessors and they should be 
exclusively responsible t o  him. 

B, Pay, Training - and Length - of Service of Assessors 

A l l  assessors  should become f u l l t i n e ,  well-trained and well-paid county 
employees, re f lgc t ing  the complexity and importance of t h e  tasks  they 
perform. Acccreingly, provision should be made i n  the  law f o r  s e t t i ng  
standards f o r  assessors  by t he  S ta te  Tax Commissioner, t h e  requiring of 
spec ia l  University t ra in ing  courses o r  t h e i r  equivalent, subs tan t ia l ly  
higher pay than a t  present f o r  assessors,  implementation of means by 
which r u r a l  counties may jo in t l y  u t i l i z e  full t ime assessors,  and other  
necessary provisions t o  achieve a speedy upgrading i n  the  t ra in ing  and 
qua l i f i ca t ions  of t ax  assessors.  Such other  provisions might include 
s t a t e  payment of part of the  s a l a r i e s  of qual i f ied assessors and reim- 
bursement t o  the  counties f o r  p a r t  of the  f u l l  cost  of assessors at tend- 
ing spec ia l  University courses, 

C, Increase the  Number and Pay of Qualified Assessors i n  S t a t e  Tax Dept. - --- 
A s ign i f i can t ly  grea te r  number of well-trained assessors a r e  needed i n  
t he  S t a t e  Tax Department t o  a i d  county assessors i n  connection with 
unique, d i f f i c u l t  o r  specialized assessment problems, t o  speed up the  
process of achieving equalization of assessments throughout the  s t a t e ,  
and t o  improve and extend the  qua l i ty  of t he  r a t i o  s tud ies  conducted 
f o r  t he  Equalization Aid Review Cornittee. 

We recommend t h a t  the  S t a t e  Tax Comissionerqs  budget be s ign i f i can t ly  
increased by the  amount t h e  Legislature f inds  necessary t o  obtain, i n  
h i s  department, a s t a f f  of well-paid, highly qual i f ied assessors  who 
would be avai lable  t o  a s s i s t  county assessors i n  connection with d i f f i -  
c u l t  o r  unusual assessment problems. This ass is tance would be given 
upon the  request of t he  county assessor,  o r  a t  t he  d i sc re t ion  of t he  
S t a t e  Tax Commissioner. Counties and l o c a l  taxing d i s t r i c t s  should 
continue t o  reimburse t he  s t a t e  f o r  spec ia l  assessing work done by the  
S t a t e  Tax Department i n  t h e i r  a r ea s  and on t h e i r  request. 
I n  addit ion,  the  budget f o r  condl~cting t he  sa les  r a t i o  s tud ies  should 
again be s ign i f ican t ly  increased. 

Specif ic  Measures t o  Promote a Maximum Degree of Equalization - - 
The door i s  now wide open f o r  the  speedy achievement of a subs t an t i a l  de- 
gree of equalization a t  t h e  l o c a l  taxing d i s t r i c t  l e v e l  through taxpayer 



s u i t s  following the Dulton case. The:-e a re  hundreds of these cases pending 
and many more being f i l e d  every day, most involving large amounts of poten- 
t i a l  tax refunds. Through enacting the following measures the Legislature 
can go f a r  t o  begin t o  bring order out of chaos by (1) refining the laws 
under which property owners who have long been unjustly and inequitably 
assessed can achieve property tax r e l i e f ,  (2) taking a substantial  s tep 
toward achieving statewide property tax equalization, and (3) providing 
some measure of protection f o r  schools and loca l  government. 

A. The committee supports leg is la t ion  requiring tha t  the market value of 
a l l  property upon which an assessment i s  based be s tated r ight  on the 
tax  statement f o r  tha t  property. 

B. The committee supports leg is la t ion  requiring tha t  33-1/3$ of market value 
be t rue and f u l l  value of property f o r  assessment purposes. provided tha t  
such leg is la t ion  be made effect ive a s  of the 1968 tax assessment date and 
t h a t  interim study be undertaken t o  provide f o r  the ad.iustment of loca l  
laws where salaries.  m i l l  rates. dol la r  lev ies  and similar l imitations 
are t i e d  t o  assessed valuations within given local  taxing d is t r ic t s .  

C. The committee supports legis lat ion t o  apply u n t i l  the s tatutory r a t i o  
goes into effect  requiring assessors t o  post the r a t i o  of actual narket , 

value they are using i n  connection with the assessment of property i n  
t h e i r  d i s t r i c t s ,  Such posting requirement would therefore be applicable 
t o  property taxes assessed i n  1966 and 1967 (af te r  which the statutory 
r a t i o  would go into effect) ,  

The leg is la t ion  proposed above should provide that ,  f o r  a given assess- 
ment, a permissible-degree of deviation should be allowed the assessor 
i n  valuing the property, The comi t t ee  believes tha t  a deviation of 10% 
should be permitted. In other words, assuming a posted r a t i o  of 30$, a 
f u l l  and t rue valuation of up t o  33% of actual market value would be 
permitted before r e l i e f  could be granted by the courts, 

Until the statutory r a t i o  becomes effective in  1968, we believe that ,  
subject t o  constitutional considerations, a taxpaysres recovery should 
be l imited t o  ari amount computed on the basis  of the difference between 
the posted r a t i o  and the r a t i o  the  taxpayer establishes i n  court a s  
having been applied t o  h i s  property. Vith respect t o  taxes payable in  
1966 and prior  years, however, the taxpayer should not be limited a s  to  
the r e l i e f  he may be ent i t led  t o  on the basis of the provisions of the 
Culton case. 

The committee does not believe, a s  has been suggested, tha t  assessors 
should be subject t o  criminal sanctions f o r  violation of the recommended 
law on statutory o r  posted rat ios .  However, some l e s s  severe sanctions 
may be necessary t o  assure compliance with these provisions of the law 
by assessors. 

111. Change of Assessment Date t o  January 2. 

We support the proposal t o  change the assessment date f o r  r ea l  property t o  
January 2. The change i n  the assessment date i s  needed t o  give the assess- 
o r s  more time to prepare t h e i r  tax  ro l l s .  (The comit tee  did not consider 
the matter of the change of date a s  t o  personal property. Nor did it 



consider the related matter of average annual inventories. No position was 
therefore taken on e i ther  of these two matters.) 

IV .  Reduce Number of Classes of Property, 

In principle, we favor the abolition of the existing property tax c l a s s i f i -  
cation system, unique and peculiar to Minr,asota, and undoubtedly the cause 
of many of the problems in  the t a x  assessment area. Philosophically, we 
believe i n  an ad valorem system of property taxation. This means tha t  we 
a re  against deviations or  exceptions from the concept tha t  a l l  taxable pro- 
perty should be taxed a t  the same percentage of i t s  market value. The 
c lass i f ica t ion  system, which se t s  the assessed value of different  types of 
property a t  different  percentages of the f u l l  and t rue  valuation of property, 
means lower taxes for  some taxpayers a t  the expense of higher taxes for  other 
taxpayers. We concur with the findings of the 1962 Governoras Minnesota Tax 
Study, tha t  "the net effect  of the system has been t o  undermine the basic 
theory upon which the property tax is  based, namely, the burdening of each 
piece of property equally i n  the assessment of i t s  market value." 

4. The committee recommends the establishment of a property tax interim 
commission of leg is la tors  and l a y  persons conversant with loca l  government needs and 
property tax assessment. 

The areas of property tax  assessment reform and related matters have 
been studied and restudied, but we believe much more study i s  needed. We reconmend 
creation of an Interim Commission with suff icient  appropriation f o r  s ta f f  independent 
of the State Tax Department. Such C o d s s i o n  should be comprised of approximately 15 
persons, 6 t o  8 of whom should be legis lators ,  and should contain equal representation 
from labor and business. Several members should be qknaffil iatedm. Appropriations 
should a lso  provide for  bringing i n  outstate  witnesses and f o r  v i s i t s  by commission 
members t o  other states.  

The f i r s t  and primary assignment of the interim commission should be t o  
study the necessary adjustments in loca l  laws which w i l l  be made necessary with the 
enactment of legis lat ion establishing t rue and fulL value a t  33-113s of market value 
f o r  property tax assessment purposes as  of the 1967 tax  assessment date, so tha t  these 
necessary changes may be considered e a ~ l y  i n  the 1967 legis la t ive  session. Relatsd 
t o  t h i s  should be a study of the des i rabi l i ty  of a prografil of moving toward 100% of 
market a s  true and f u l l  value, a s  has been suggested by the Supreme Court i n  the 
Dulton decision and by recent studies. 

Other important matters which should be studied should include ways to: 

A. Reduce property exemptions, 

B. Further improve property tax administration. 

C. Accelerate statewide equalization, 

D. Devise a speedier and l e s s  expensive means than now exis t s  fo r  a 
taxpayer t o  obtain administrative review of h i s  assessments, prefer- 
ably means which would provide fo r  determinations to  be made before 
t ax  lev ies  are  spread, so tha t  loca l  governments and school dis tr ic ts  
may be protected t o  the extent possible from the loss  of tax  reve- 
nues through the necessity of having t o  return tax moneys t o  persons 
who the courts determine have been over-assessed. 



5. The committee recornends to the Citi~ens League Board of Directors that 
it give high priority to establishment of-a new committee or to its continuing of 
this committee for further stud:. of property tax assessinent and related problems, 
commencing in the fall of 1965. 



The Citizens League over t h e  years has worked almost continuously on pro- 
posals f o r  improving the  method of assessing r e a l  and personal property f o r  tax pur- 
poses and has supported a number of l eg i s l a t i ve  proposals on t h i s  subject. Curing 
t h e  past  several  years there  have been s ign i f ican t  developments, l a rge ly  resu l t ing  
from court  decisions, a f fec t ing  the  method of assessing property. 

I n  the  f a l l  of 1964, an t ic ipa t ing  the  then long-delayed decision of t he  
Supreme Court i n  the  F'Dultona case, and the  upcoming l eg i s l a t i ve  session, t he  Cit izens 
Leagueas Board of Directors cal led f o r  the  creat ion of t h i s  committee t o  "determine 
t he  impact of the case on property t a x  assessment procedures," and make findings and 
recommendations a s  a r e s u l t  of its study. 

The DuJton case discussed below had been argued before the  Supreme Court 
i n  November, 1963; however, t he  decision was not  handed clohn u n t i l  December 24, 1964, 
eleven days before t he  commencement of the  l e g i s l a t i v e  session. 

Our committee has held 13 meetings, commencing i n  February, and has heard 
from the  following speakers: S t a t e  Tax Commissioner Rolland F. Hatfield;  Lloyd 
Woodruff, Director of Research and Planning, S ta te  Tax Department; S t a t e  Representa- 
t i v e  Salisbury Adams; S t a t e  Representative Alfred France; Hennepin County Supervisor 
of Assessments Myne Johnson; Ramsey County Assessor Ronald V. Powers; and Kenneth PI. 
Anderson and Gerald Magnuson, a t torneys  connected with the  Dulton l i t i ga t i on .  

Committee members w'?o have ac t ive ly  par t ic ipated i n  the  study include: 
Ea r l  F. Colborn, J r . ,  Chairman; \!illis F. Shaw, Vice Chairman; Robert B. Anderson, 
Norton Armour, John Burger, Jess  Cohen, John C m i n g s ,  Edward Delaney, Carl  V, Elm- 
qu is t ,  Gi lber t  R. Falk, Harry Fiterman, Richard N. Fl in t ,  Donald S. Freeman, John W. 
Hedberg, Marie House, Donald Kearns, Robert Larkin, Ralph W. Laurens, Kenneth Lee, 
Robert Lucas, Ju s t i n  Midthun, G, E. N i m m e r ,  Bernard G. Rice, Connor Schmid, John 
Shanard, Ph i l i p  Sherman, Herman 0. Sogard, Stephen Solomon, DeForest Spencer, Jr., 
Harry L. Sutton, J r . ,  Richard T. Todd, Ralph S. Towler and Frederick kB11. 

Our study has been confined t o  the  subject  of property t a x  administration, 
especial ly  a s  re la ted  t o  r e a l  property. However, we have not attempted t o  evaluate 
t he  need o r  d e s i r a b i l i t y  f ~ r  t he  continuation of any of these taxes, nor have we a t -  
tempted t o  comment on the  amount of the property t a x  nor on the  pos s ib i l i t y  of rel iev- 
ing a portion of t he  property t a x  burden by the  subs t i tu t ion  of sa les  or  other forms 
of taxes. 

THE DULTOM CASE - - 
The Dulton case involved subs t an t i a l  questions r e l a t i ng  t o  t he  administrr- 

t i on  of Minnesotaqs property t a x  assessment system. The taxpayers involved i n  the  
case were owners of nine pieces of commercial property located i n  the  downtown area  
i n  t he  Ci ty  of Duluth. There was no i s sue  i n  the  case concerning the  market value 
of the property involved, s ince those values were s t ipu la ted  by the taxpayers and 
the County. The evidence i n  the  case was developed en t i r e ly  on the  testimony of 
Ci ty  and County assessing personnel. 

The t r i a l  court  found t h a t  i n  the  Ci ty  of Duluth the Assessor had estab- 
l i shed a standard i n  assessing commercial property which resul ted i n  i ts  being plat- 
ed on the  r o l l s  with a f u l l  and t rue  value equal t o  40% of i ts  market value and t h a t  



with respect t o  r e s iden t i a l  property the  established standard was 30$ of m r k e t  
value. The court a l s o  found t h a t  i n  St. Louis County, outside t h e  City of Duluth, 
the  Assessors had established a standard by which both commercial and r e s iden t i a l  
property was p l a c d  on the  r o l l s  a t  2@ of i t s  market value. The t r i a l  court con- 
cluded t h a t  t h e  taxpayers involved i n  the  Dulton case were en t i t l ed  t o  have t h e i r  
taxes computed on t h e  basis of a f u l l  and t r u e  value equal t o  20% of t h e  market value 
a s  s t ipulated by the  par t ies .  

Because of the  nature of the  testimony and the  f indings  of t he  t r i a l  court, 
the  case raised t h r ee  subs tan t ia l  questions: 

1, Whether a d i f fe ren t  percentage of market value may be used i n  a r r iv ing  
a t  @'full  and trueut value depending upon the  use t o  which property i s  put  - t h a t  is, 
comerc i a l  or  res iden t ia l ,  Both the  t r i a l  cour t  and the  Supreme Court answered 

2. %ether a t a w a y e r  who can es tab l i sh  t h a t  a d i f f e r e n t  standard has been 
applied t o  him i n  a r r i v ing  a t  - i f d l  and truerJ value i s  en t i t l ed  t o  have h i s  taxes re- 
duced t o  the  l eve l  t h a t  would have exis ted had the  standard established by the  Assess- 
o r  been applied t o  h i s  property. 30th the  t r i a l  cour t  and the  Supreme Court answered 
q*Ye~. 

3. What i s  the  geographic area  within which equal i ty  is required under the  
Minnesota and federa l  cons t i tu t iona l  requirements? The t r i a l  court  concluded that ,  
because a subs tan t ia l  mill levy was imposed f o r  county purposes, equal i ty  could be 
secured only by using the county standard f o r  purposes of assessing t he  taxpayerss 
property. However, the  Supreme Court in terpreted exis t ink tax  s t a t u t e s  t o  indicate  
a ~ s t r i c t e r r n l  means the  individual c i t y ,  vil- 
lage. borough or t o m  in which the local assessor has iurisdiction.  

The Court, therefore,  remanded t h e  case t o  the  d i s t r i c t  court, d i rect ing it 
t o  order refunds t o  the  taxpayers i n  the  amount of t h e  taxes found t o  have been levied 
i n  excess of t h e  30% r a t i o  (percentage of market value) which the  d i s t r i c t  court  had 
found t h a t  the Duluth Assessor had been using i n  assessing res iden t ia l  property. 

The Supreme Court indicated i ts d i s sa t i s f ac t i on  with t h e  state  of property 
t a x  administration i n  Ninnesota i n  t he  following language: 

'@From t h e  foregoing it can be ascertained t h a t  the  solution of t he  problem 
before us is  d i f f i c u l t ,  not only because our s ta tu tory  scheme of assessment 
i s  antiquated and inadequate, but a l so  because i t s  basic requirements have 
t o  a great  extent  been ignored. Instead of using the market o r  t r ue  and 
fdl value of property t o  be assessed a s  t he  bas i s  f o r  i ts taxation, a s  
the  s t a tu t e s  require, each assessor  has established a formula under which 
only a percentage of such value is  used f o r  assessment purposes. 

"These percentages vary grea t ly  from one taxing d i s t r i c t  t o  another even 
within the  counties. According t o  the  study made i n  1956, they ranged 
from an average of 16.91 per  cent i n  Koochiching County t o  an average of 
51.99 per cent i n  Red Lake County, while t h e  overa l l  average f o r  a l l  coun- 
t i e s  was then 35.99 per cent. I n  the  case before us, percentage var ia t ions  
prevailed, not only between taxing d i s t r i c t s  within St.  Louis County, but 
a l so  a s  t o  various properties and types of properties within the  Ci ty  of 
Duluth. There, f o r  t a x  purposes, assessors  a r b i t r a r i l y  based t h e i r  apprais- 
a l s  on percentage of market value ranging between 30 per  cent and 90,3875 
per cent thereof,  a procedure f o r  which there  is  no s ta tu tory  author i ty  
whatever. 



PgHowever, t o  now adopt the lowest percentage of market value used by 
any assessor i n  St .  Louis County a s  the  bas i s  f o r  equalization of t he  
taxes levied on property within the  City of Duluth wonld not answer 
t h e  problem of a t ta in ing  statewide equal i ty ,  and most ce r ta in ly  would 
r e s u l t  i n  a chaotic s i tua t ion  a s  t o  r&'@&nues required f o r  t h e  operation 
of various u n i t s  of our s t a t e  gover~nent .  Further, s ince f o r  many years 
taxes have been based upon f i c t i t i o u s  valuations resu l t ing  from the ap- 
p l ica t ion  of d i f fe r ing  percentages t o  t h e  market value of property t o  be 
taxed, t o  now require t h a t  assessments be based s t r i c t l y  upon t rue  and 
f u l l  value of a l l  property, without adjust ing the  r a t e  t o  be applied 
thereto ,  would a s  t o  many proper t ies  r a i s e  taxes t o  the  point  of confis- 
cation. D v  

The court  suggested t h a t  the  present sess ion of the  Legislature might wish 
t o  take a c t i o n  i n  the  f i e l d  of t a x  equalization,  with a view toward eliminating t h e  
present confusion and inequit ies.  The court  suggested t h a t  it might be feas ib le  t o  
use a f ixed percentage of t he  f u l l  and t m e  valuation i n  determining assessed values. 
The court  suggested t h a t  perhaps the  average percentage presently prevail ing through- 
out t he  s t a t e  co l~ ld  be used. The court  a l s o  suggested t h a t  property values be gradu- 
a l l y  ra ised t o  100 per cent of the  market value with corresponding adjustments i n  t h e  
various t ax  ra tes .  I n  leaving t h i s  matter t o  the  Legislature, the  court  said,  'What- 
ever  formula i s  a r r ived  a t ,  it should be such t h a t  i f  i t s  use is  required uniformly 
throughout the  s t a t e ,  equal i ty  i n  taxation w i l l  resu l t .  

THE PROBLEM - 
'* l:i~mesota law has long required t h a t  assessors  record the  t rue  and f u l l  

value of property a t  i t s  market value. However, over t he  years assessors gradually 
deviated fu r the r  from market value i n  es tabl ishing t rue  and f u l l  value. I n  addition, 
it is apparent t h a t  the  deviation was i n  d i f f e r ing  digrees,  depending upon the  char- 
a c t e r  of the  property being assessed. The court  found i n  t he  Dulton case t h a t ,  des- 
p i t e  t he  AssessorPs testimony t h a t  commercial property by h i s  policy was being as-  
sessed on t h e  bas i s  of 40$ of market value i n  Dulfith, t h e  nine pieces of commercial 
property involved i n  t he  s u i t  were ac tua l ly  on the  t a x  books a t  between 65 and 95% of 
t h e i r  market values. This pract ice  of taxing commercial property on the  bas i s  of a 
per  cent of market value two and th ree  times the  per  cent applied t o  r e s iden t i a l  prop- 
e r t y  has been widespread i n  the  s t a t e ,  and t h e  same policy has been appJied t o  much 
indus t r i a l  property. I n  addit ion,  most business personal property has, u n t i l  recent- 
ly, been placed on the  books a t  o r  near 100% of market value. It can be sa id  i n  
genera l  t h a t  on t h e  basis  of t he  Dulton decision a l a rge  amount of commercial and 
i n d u s t r i a l  property has been grossly overtaxed f o r  many years. It a l s o  follows tha t ,  
had t h e  t a x  load been equitably spread over the  various types of property, a s  Dulton 
has determined it should be, r e s iden t i a l  property would have been bearing a s ign i f i -  
c an t ly  grea te r  portion of t he  t a x  load, and commercial and indus t r i a l  property a 
smaller portion. 

Fortunately, considering t he  outcome of Dulton, the  S t a t e  Tax Commissioner, 
s t a r t i ng  i n  1962, issued d i rec t ives  and vigorously pursued a policy of t a x  equaliza- 
tion. Specifically,  he announced a goal of requiring t h a t  tine f u l l  and t rue  value 
of a l l  property within the s t a t e  be a t  one-third of ,narket value. While there  has 
been subs tan t ia l  progress toward t h a t  goal, unfortunately it is f a r  from reached. A t  
t h i s  time, the  Commissioner reported t o  our committee, for re s iden t i a l  property t he  
s t a t e  averages approximately 32.6$, there  a r e  f i ve  or  s i x  counties where the  average 
is  above t h i s  amount, and there  a r e  four  t o  seven counties where t he  standard is  s t i l l  
below 25%. Most of t he  counties a r e  i n  the  range of 27 t o  33 1/35. 



Table I shows the 1962 ra t ios  in  the seven-county metropolitan area by 
counties and communities. (1963 figures, the l a t e s t  available, have not been released 
due t o  a policy of the Tax Department.) From Table I the problem may be sesn very 
clearly. While it i s  t rue  t h a t  resident ial  property i n  the metropolitan area i s  
approaching equalization on the basis of 33-113s of market value, commercial and 
industr ial  property i s  s t i l l  f a r  out of l ine.  

This means that ,  following Dulton, there i s  the potential  f o r  countless law- 
s u i t s  on the bas is  of which taxpayers may obtain tax r e l i e f  and refunds t o  the extent 
they can prove t h a t  t h e i r  property has been taxed on the basis  of a r a t i o  of market 
value greater than the r a t i o  applied t o  other property i n  the same assessing d i s t r i c t .  
Hundreds of lawsuits involving millions of dol lars  of disputed property taxes have i n  
f a c t  been f i l ed ,  especially i n  LQnneapolis and Duluth. The resul t s  of these lawsuits 
together w i t h  the continued equalization program w i l l  placa a severe burden on loca l  
government and school d i s t r i c t s  as  available property tax revenues f o r  governmental 
services are  reduced. mis effect w i l l  be f e l t  even harder in  areas such a s  Minne- 
apolis where m i l l  l ev ies  f o r  certain purposes such as schools, l i b ra r i e s  and parks 
mag not be raised t o  compensate fo r  revenue losses except by public vote i n  most 
instances. 

So, a r ea l  dilemma exists. On the one hand we have a substantial  group of 
taxpayers who have been grossly overtaxed f o r  years and who the courts have f ina l ly  
given an effective remedy fo r  tax  re l ie f .  On the other hand we have loca l  government 
and schools standing t o  lose significant tax revenues and without the f u l l  power in  
a l l  instances t o  increase mill  ra tes  t o  compensate f o r  tax losses resulting from 
the  probable loss  of t ax  revenues, 

The background fo r  t h i s  dilemma i s  a high and increasing m i l l  r a t e  (see 
Table 11) and a s i tuat ion in  which the State of Minnesota ranks a t  or near the top 
f o r  a l l  s t a t e s  i n  property taxes. (A recent study of 5he Advisory Commission on 
Intergovernmental relat ions showed, on the basis of 1962 figures, tha t  IJLinnesota 
levied the highest '@effective rateq1 of property taxes - per cent of actual market 
value of property taxed -. in  the nation. ) 

'he statutory procedure followed in  establishing the amount of r ea l  es ta te  taxes t o  
be paid on any parcel of property i s  a s  follows: The s ta tu tes  require tha t  the 
assessor f i r s t  establ ish the t rue and f u l l  value of the property being appraised 
(Section 273.11 and Section 272.03, subd. 8, M.S.A. ). When the t rue and f u l l  value 
of the property has been determined by the assessor, Section 273.13 K.S.A. requires 
tha t  varying percentages be applied t o  tha t  value i n  order t o  arr ive a t  assessed 
value. Section 273.13 i s  the so-called classif icat ion system f o r  property tax pur- 
poses provided by f i n e s o t a  law. Under tha t  section, a percentage of t rue  and f u l l  
value established as  assessed value ranges from 5$ t o  50%. To the assessed value so 
determined, the millage ra te  established by a l l  taxing jurisdictions t o  which property 
i s  subject i s  applied. By multiplying the millage ra te  by the assessed value, the 
amount of taxes levied i s  determined. 

CLASSIFICATION 

The c lass i f ied  system was developed early in  the 20th Century when, a f t e r  
a number of complaints about the assessment procedures then in  use, a study revealed 



t h a t  assessors  were not  p u t t k g  property on t h e  t a x  ro l e s  a t  market value. The study 
a l s o  revealed varying r a t i o s  by c l a s se s  of pro9erty. IJhereas s imi la r  s tud ies  i n  
o ther  s t a t e s  r e su l t ed  i n  assessment equal iza t ion byL the  s t a t e ,  i n  Ijlinnesota it was 
recommended t h a t  t h e  Legis la ture  l e g a l i z e  what t h e  assessor  had been doing i l l ega l l y .  
This l e d  t o  l e g i s l a t i o n  es tab l i sh ing  fou r  c l a s s e s  of property f o r  assessment purposes. 
Since then, t h i s  c l a s s i f i c a t i o n  system has grown and t he r e  a r e  now over 20 d i f f e r e n t  
c l a s s i f i c a t i o n s  and sub-class i f ica t ions  of property and 1 0  d i f f e r e n t  percentages of 
f u l l  and t r u e  value used t o  obtain assessed value. These percentages range from a  
low of 5% f o r  homesteads of paraplegic veterans, t o  a  high of 50$ f o r  mined and un- 
mined i r on  ore. 

Under t h e  c l a s s i f i c a t i o n  system, some t q a y e r s  can g e t  a  break i n  t h e i r  
t axes  a t  t h e  expense of o ther  taxpayers, s ince  c l a s s i f i c a t i o n  has a  d i f f e r en t  e f f e c t  
on d i f fe ren t  p a r t s  of t he  s t a t e  and on d i f f e r en t  types of property. For example, an 
exemption f o r  farm bui ld ings  w i l l  tend t o  s h i f t  t he  s t a t e  t a x  load from r u r a l  t o  
urban areas. 



DISCUSSION -- 
The committee wishes t o  note t h a t  most of t h e  elements involved in a 

property t a x  assessment reform program which could be  enacted t h i s  session have been 
introduced a s  separate  b i l l s  o r  a s  p a r t s  of omnibus b i l l s ,  and a r e  being considered 
i n  t h e  respective t a x  committees of t h e  ivlinnesota Senate and House. But f o r  t h i s  
f a c t  we  would consider it s o m e w h a t p r e s u m p ~ ~ s t o  be  making l e g i s l a t i v e  recommenda- 
t i o n s  so  l a t e  i n  t he  session. Kowever, it may prove of some value t o  t h e  Legis la ture  
t o  have t he  react ions  of t h e  Ci t izens  League t o  t h e  d i f f i c u l t  problems confronting 
t h e  Legis la ture  i n  t h i s  area. 

County Assessor System 

We a r e  recommending here a so-called t r u e  county assessor  system such a s  
now e x i s t s  i n  only one county of t h e  s t a t e ,  Ralnsey County. This means a county 
assessor  system i n  which the  assessor  has countywide j u r i sd i c t i on  and r e spons ib i l i t y  
ves ted in him f o r  t he  assessment of a l l  property within the  county. It a l s o  means 
t h a t  t he  assessor  i s  responsible f o r  t he  h i r i ng  of h i s  deputies. 

About 64 of t he  87 counties i n  t h e  s t a t e  now have a county assessor  system, 
b u t  t h e  county assessors  outside of Ramsey do not have t h e  au thor i ty  t o  h i r e  and 
t r a i n  t h e  deputy assessors. In o ther  words, t h e  county assessor,  while having a duty 
t o  d i r e c t  t h e  l o c a l l y  appointed assessors,  does no t  r e a l l y  have t h e  f u l l  t o o l s  t o  do 
the job. Ramsey i s  a l s o  pecul iar  i n  t h a t  it i s  t h e  only county with a county assessor  
system i n  which t h e  county board of commissioners does not  a c t  a s  t h e  county board of 
equalizat ion.  

Twenty-three counties in t h e  s t a t e  including Hennepin and St. Louis counties 
have t h e  so-called county supervisor of assessments plan. In these s i t ua t i ons  the 
supervisor i s  i n  an even weaker posi t ion than t h e  county assessors,  even though he is  
under d i r ec t i on  from t h e  S ta ta  Tax Department t o  e ? 3 c t  equal iza t ion a t  t h e  county 
l eve l .  The r e a l  problem i s  t h a t  the  r e s p o n s i b i l i t j ~  f o r  assessing a l l  property under 
t h i s  arrangement remains with t he  l o c a l l y  appointed assessors. In o ther  words, a 
county assessor  can d i r e c t  t h a t  a l l  r e s i d e n t i a l  property s h a l l  be  taxed a t  33-1/3$ of 
market value, but ,  under a county supervisor of assessments program, t he  l o c a l  
a ssessor  can i n  e f fec t  apply h i s  own r a t i o ,  sub jec t  t o  t h e  supervisor of assessmentsg 
l a t e r  on suggesting t h a t  the  l o c a l  a s s e s so rQs  work has r e su l t ed  i n  property being 
taxed a t  t oo  low a percentage of market value. 

The present  law covering county assessors  (except f o r  Ramsey) i n  e f f e c t  
excludes Hennepin and St. Louis counties because of the  l oca t i on  i n  these count ies  
of t he  first c l a s s  c i t i e s  of Ninneapolis and h l u t h ,  i n  which t h e  c i t y  assessors  
accountable t o  t he  c i t y  government have no respons ib i l i ty  whatsoever t o  t h e  Hennepin 
and St. Louis county supervisors of assessments. Nevertheless, a s  has been seen, 
Minneapolis and Duluth contain some of the  most f l ag r an t  examples of inequa l i ty  i n  
assessments, and t he  problems i n  these  two c i t i e s  a r e  pa r t i cu l a r l y  urgent  now a f t e r  
t h e  Dulton decision, because the re  a r e  g r ea t  amounts of commercial and i n d u s t r i a l  
property on t he  t ax  books on the  ba s i s  of r a t i o s  of market value which a r e  substan- 
t i a l l y  above t h e  r a t i o s  being applied t o  r e s i d e n t i a l  property i n  these  c i t i e s  -- the 
r a t i o s  which the  cour t  has now sa id  must be appl ied  a s  t he  b a s i s  f o r  assess ing a l l  
property. 



The strong county assessor system has been advocated a s  ear ly a s  1913 and, 
although it is i n  operation only in Ramsey county, it has been recommended i n  virtu- 
a l l y  a l l  recent in-depth Imnesota tax studies including the study of the Governor's 
committee reported in 1962 and the recently released study of the Interim Tax Coxmuis- 
sion of the Legislature rnade t o  the 1965 Legislature. We believe tha t  establishment 
of a statewide strong county assessor system i s  an absolute must a t  t h i s  time. It is  
by no means the ent i re  answer f o r  good tax  administration; however, a sound organiza- 
t ional  structure should go f a r  t o  provide the proper climate in which sound property 
t ax  administration nay take place. 

Pay, Training and Length of Service of Assessors 

Particularly if a county assessor system can be established, the door w i l l  
be open t o  making assessing throughout the s t a t e  a fullt ime job. a a l i f i c a t i o n s  fo r  
these positions must be established, and we believg tha t ,  for  the time being, the 
standards should be s e t  by the State Tax Department. A crash program t o  upgrade the 
qualifications f o r  assessors might well involve the requirement tha t  assessors attend 
special courses which have been established a t  the University of Minnesota, or  meet 
equivalent requirements which could be net  by attendance a t  such courses. Me are  
aware of the courses now being offered and a lso  recent proposals of the General 
Extens ion Division of the University Center f o r  Continuation Studies f o r  a 45-credit 
c e r t i f i c a t e  i n  assessment and appraisal administration. We believe so strongly tha t  
a crash program f o r  upgrading the qual i ty  of our assessors statewide i s  needed tha t  
we endorse the suggestion included i n  leg is la t ion  under consideration tha t  the s t a t e  
should pay a part  of the . cost of assessors attending special University courses. 
W e  also believe t h a t  the Legislature should carefully consider the proposal tha t  the 
s t a t e  pay a portion of the pay f o r  a l l  qualified assessors who meet standards t o  be 
established by the State Tax Commissioner which may be based on successful completion 
of the above-mentioned courses o r  t h e i r  equivalent. 

Assessors f o r  the  State Tax De~artment 

The committee spent a great deal of time considering the matter of the con- 
duct of the sales  r a t i o  studies undertaken i n  the State Department of Taxation f o r  
the so-called equalization a id  review committee i n  connection with seeing t o  the 
equitable dis tr ibut ion of s t a t e  foundation school aids. We also considered carefully 
the  proposal of the State Tax Conmissioner f o r  an increase in  h i s  budget t o  provide 
f o r  the hir ing of a number of highly qualified assessors who would be available t o  
a id  county assessors in connection with d i f f i cu l t  and specialized assessment problems, 
part icular ly those involving industr ial  rea l  property and business and industr ial  
personal property. We have concluded tha t  substantial  increased appropriation for  
both of these purposes are warranted. 

In the case of the sales r a t i o  studies, these in  e f fec t  provide the State  
Tax Department with the tools  with which it can appraise the qual i ty  of assessment 
practices i n  the various counties and loca l  taxing d i s t r i c t s  i n  the s tate .  We have 
concluded that,  while big improvements have been made i n  the procedures and conduct 
of these r a t i o  studies, much more can and should be done i n  this area t o  make the 
s tudies  more meaningful, particularly a s  they re l a t e  t o  loca l  assessment of industr ial  
and commercial property. The studies a t  t h i s  time make no e f fo r t  t o  evaluate loca l  
assessment practices with respect t o  any types of personal property. 



We believe tha t  funds should be provided and provision made f o r  the hiring of 
additional well-paid, highly qualified assessors to  aid i n  the conduct of these studies. 
A t  t h i s  time most of the persons engaged i n  t h i s  work are poorly paid, so tha t  it i s  
v i r tua l ly  impossible t o  obtain the services of qualified assessors. In t h i s  connection 
we would also look with favor on any legis lat ion requiring tha t  more accurate informa- 
t ion on sales  of property be recorded on deeds and tha t  t h i s  information be made more 
readily available t o  the State Tax Department f o r  purposes of the r a t io  studies, 

The State Tax Departnent already plays a major role  i n  the statewide assess- 
ment of railroad and telephone property and, t o  a large extent, in  connection with 
assessment of u t i l i t y  properties. Increasingly, the department i s  being cal led on by 
county and local  assessors t o  aid in connection with assessment of other types of 
industr ial  property. The department also plays a major role  i n  assessing pipe l i n e  
and a i rpor t  property through the state.  

We believe tha t  the State Tax Department should have appropriation for  a 
greater number of highly qualified and well-paid assessors t o  work i n  t h i s  area. While 
we do not a t  t h i s  time believe tha t  the department is  equipped t o  take on the f u l l  
responsibili ty f o r  centralized s t a t e  assessment of a l l  indus t r ia l  property, we believe 
tha t  the resources of the department in  t h i s  area should be materially 'beefed upq' 
during the biennium. County and loca l  assessors should be in a position t o  obtain aid 
from the State Tax Departnent i n  connection with assessments of a d i f f i c u l t  or  unusual 
nature. We also believe t h a t  the State Tax Commis,cioner f o r  purposes of assuring 
equalization a t  the county o r  loca l  leve l  should have the power i n  h i s  discration t o  
send assessors in to  an area i n  which he has reason t o  believe tha t  special types of 
property are  being inequitably assessed. 

Possible Xeforms i n  Connection with Achievin~ Greater Equalizatior, 

One of the many problems i n  connection with our system of tax assessment has 
been the d i f f i cu l ty  experienced by the taxpayer in determining the actual market value 
which the assessor has placed on h i s  property as  a basis fo r  applying a r a t i o  and then 
determining the assessed value of the property according t o  the classif icat ion system 
covering the various types of property and prescribing what percentage of t rue and f u l l  
value w i l l  be applied t o  arriva a t  the assessed value t o  which the local  m i l l  r a te  w i l l  
be applied f o r  a determination of the amount of tax owed. A s  a pract ical  matter the 
average taxpayer almost has t o  be both a lawyer and an accountant t o  t r y  t o  figure out 
how the assessor arrived a t  h i s  tax. This is manifestly unfair,  particularly t o  an 
individual or  small-business taxpayer who i s  not apt t o  have the ready a id  of profes- 
sional help i n  trying t o  deternine whether in f a c t  he is being f a i r l y  taxed. 

The assessor must, under any in te l l igent  means of assessing property, deter- 
mine an actual market value f o r  each piece of property he i s  assessing. We see no 
reason why it should not be made mandatory tha t  t h i s  actual  market value as  found by 
the assessor be s ta ted  r ight  on each individual tax  statement covering the property i n  
question, 

There are  many considerations i n  connection with the proposal t o  l eg i s l a t e  
33-1/3$ of market a s  the statewide f u l l  and t rue value fo r  property tax assessment 
purposes. In the f i r s t  place, a s  noted by the Suprsme Court in  the Dulton decision, 
there i s  currently no s ta tu te  requiring statewide equalization, although the Supreme 
Court c lear ly  indicated tha t  t h i s  should be the standard, and although the State Tax 
Commissioner, within the limits of the powers currently available t o  him, has been 
pushing f o r  t h i s  goal since 1962, 

Secondly, it should be noted tha t  the Dulton decision required only tha t  
there sha l l  be equalization a t  the loca l  taxing d i s t r i c t  level,  This means tha t  any 
taxpayer can obtain r e l i e f  in the form of a rebate on h i s  taxes paid on the basis of 



the lowest r a t i o  being applied t o  any type of propsrty within a taxing d i s t r i c t .  
Although we have seen tha t  i n  most taxing d i s t r i c t s  i n  the metropolitan area, residen- 
t i a l  property i s  now being taxed on the basis  of a r a t i o  of 30-plus per cent, t h i s  
unfortunately i s  not t rue  throughout a l l  of the taxing d i s t r i c t s  i n  the state.  It 
follows from t h i s  t h a t  there i s  a r ea l  danger as  f a r  as  loca l  government and school 
d i s t r i c t s  a re  concerned in cer tain areas tha t  taxpayers w i l l  be obtaining r e l i e f  an 
the bas is  of ra t ios  applied t o  resident ial  property which may s t i l l  be considerably 
below 305 of market value. To t h i s  extent, i n  some areas a t  l eas t ,  there i s  a t  l e a s t  
a degree of protection afforded t o  loca l  government and school d i s t r i c t s  from legis la -  
t ion  requiring t h a t  a l l  property be assessed on the basis  of a t rue and f u l l  value 
which i s  one-third of actual  market value. Undoubtedly, this requirement would sub- 
s t a n t i a l l y  increase loca l  taxes i n  some areas based on exis t ing mill  rates. 

In addition, the arpment  i s  cer tainly very strong t o  bring a l l  r a t io s  up 
t o  33-113 which is, according t o  the State  Tax Commissioner, approximately the s tate-  
wide average f o r  resident ial  property a t  t h i s  time, so t h a t  those parts  of the s t a t e  
which have not been producing t h e i r  f a i r  share of taxes on the basis of t h i s  statewide 
average would now be required t o  do so, 

From the point of view of the chronically over-assessed commercial or  indus- 
t r i a l  taxpayer, l eg i s l a t ing  33-113 a s  f u l l  and t rue  value would be a boon. The Dulton 
case indicated tha t  there a r e  essent ial ly  two elements of proof required in connection 
with a pe t i t ion  f o r  tax  re l ie f .  One of the elements i s  proving the percentage of mar- 
ke t  value a t  which property other than of the petit ioning taxpayer i s  being considered 
fo r  assessment purposes within the taxing d i s t r i c t .  Obviously, passage of t h i s  pro- 
posed leg is la t ion  would eliminate the requirement of t h i s  element of proof, except t o  
the  extent t h a t  a peti t ioning taxpayer might be able t o  prove tha t  i n  f ac t  a loca l  
assessor i s  not using the r a t i o  established by law, and may i n  f a c t  be using a lower 
ra t io ,  upon which the pet i t ioner  may wish t o  base h i s  prayer f o r  re l ie f .  

There also appears t o  be the danger that ,  following Dulton, an enterprising, 
over-assessed taxpayer may be able t o  establish through cer ta in  specific examples t h a t  
a very low r a t i o  is  apparently being applied t o  a t  l e a s t  some portion of property 
within the d i s t r i c t .  If r e l i e f  could be granted on t h i s  basis, the potential  danger 
t o  loca l  government and school d i s t r i c t s  i n  the affected area would be even greater. 

To l eg i s l a t e  33-113% of market as f u l l  and t rue  a s  of 1965 would cause severe 
tax  l o s s  t o  schools and government, par t icular ly i n  areas l i k e  IGnneapolis and Duluth 
where commercial and indus t r ia l  property comprise such a s ignif icant  portion of the 
t o t a l  property tax  base and where we know tha t  much of t h i s  property i s  s t i l l  assessed 
on the basis  of r a t i o s  considerably above 33-1/3$. ;sother reason we have recommended 
t h a t  the effective date of a leg is la ted  33-1/35 be delayed u n t i l  the 1968 property tax 
assessment date is  because we rea l ize  t h a t  a great many adjustmants i n  loca l  laws w i l l  
be necessary pr ior  t o  the effect ive date of t h i s  reform, i n  order t h a t  areas such a s  
~vIinneapolis, where special  laws a re  t i e d  t o  assessed valuations, can l i v e  w i t h  the 
changes. We have specif ical ly  recommended, therefore, t h a t  intensive interim study 
t o  provide f o r  these necessary changes be undertaken so t h a t  these various loca l  laws 
nay be adjusted, if necessary, i n  the 1967 l eg i s l a t ive  session. We believe tha t  leg is -  
l a t ing  33-1/35 a t  the e a r l i e s t  possible date, subject t o  these considerations, i s  
necessary and desirable. 

We have a lso  specif ical ly  recommended tha t  leg is la t ion  should be passed 
*equiring assessors t o  post the assessment r a t i o s  they a re  using in t h e i r  d i s t r i c t s  
ri th respect t o  taxes which a re  assessed i n  1966 and 1967 -- i n  other words, pr ior  t o  
;he effect ive date  we have recommended fo r  the mandatory 33-1/35 statewide rat io .  We 
~ e l i e v e  tha t  t h i s  interim reform is necessary from the point of view of moving toward 



statewide equalization a t  33-1/3$ three years hence and a l s o  from the point of view 
of the over-assessed taxpayer. 

The legislated 33-1/3$ r a t i o  once i n  e f f s s t  should not, and probably could 
not f o r  constitutional reasons, provide an absolute basis or l i m i t  fo r  r e l i e f  f o r  over- 
assessed taxpayers, In addition, t o  so provide would open the door f o r  assessors and 
local  government t o  again disregard the law as  the Dulton case demonstrates they have 
done f o r  years. However, during the interim period prior  to  1968, due t o  the l ike ly  
revenue c r i s i s  fo r  some local  governments and school d i s t r i c t s  occasioned by Dulton, 
and i n  the in teres ts  of discouraging widespread l i t iga t ion ,  we suggest that,  subject 
t o  constitutional considerations, the posted r a t i o  should provide a temporary basis  
fo r  l imiting recovery i n  tax suits. If the Legislature were t o  provide tha t  tax 
re l ie f  should be so limited, t h i s  would afford a degree of protection for  government 
and school dis tr icts ,part icular ly i n  poorly assessed areas of the state. However, 
such provision would have t o  be subject t o  the condition tha t  an assessores posted 
r a t i o  i s  an honest representation of the ra t io  that  he actually i s  applying t o  pro- 
perty in h i s  d i s t r i c t .  

The related problem of what t o  do about assessors who can be proven t o  be 
violat ing the law by applying a r a t i o  other than the posted r a t i o  w i l l  have t o  be con- 
sidered carefully by the Legislature. Fie do not believe criminal sanctions should be 
applied, but we believe some meaningful penalties, possibly i n  the area of losing 
cer t i f ica t ion  or i n  penalties t o  be applied t o  assessorse taxing d i s t r i c t s  may be 
necessary, particularly i n  the l i g h t  of past experience. 

The deviation recommendation goes t o  the point that,  even in the best- 
assessed d i s t r i c t ,  each assessment of a property cannot be expected t o  resul t  i n  a 
r a t i o  of market a s  f c l l  and true which i s  exactly the same as  the ra t io  on every other 
piece of property, Some deviation must be allowed and has bsen allowed i n  Oregon and 
other s t a t e s  with posting laws. We believe that ,  a s  t o  the posting requirement, the 
10% deviation should be allowed for  purposes of l i t i g a t i o n  resulting from 06&e67 
assessments challenged i n  the courts, The interim committee should consider how the 
deviation matter should be handled once the legislated r a t i o  goes in to  ef fec t  in 1968.- 
whether it should then be l e f t  to  the courts as  we believe, or be considered i n  the 
law. 

Another aspect of the reforms we have recommended i s  tha t  they might enable 
loca l  government and school d i s t r i c t s  t o  more quickly adjust the i r  m i l l  levies  t o  pro- 
vide f o r  anticipated loss  of tax revenues resulting from su i t s  f o r  recovery of excess 
taxes paid or levied, I n  some areas it i s  quite probable tha t  there w i l l  be such a 
substantial  amount of tax l i t iga t ion  involving large amounts of tax money tha t  local  
government and school d i s t r i c t s  would be wise t o  t r y  t o  provide f o r  t h e i r  anticipated 
revenue losses through increasing t n e i r  property tax levies. I n  many instances, such 
a s  i n  Minneapolis, t h i s  process takes a good deal of time, inasmuch a s  a public vote 
on millage increases i s  necessary or  probable under loca l  law. The interim study may 
wish t o  consider in t h i s  regard possible 1967 legislat ion allowing fo r  temporary sus- 
pension of referendum provisions in local  laws to  the extent necessary to  ra ise  m i l l  
levies  t o  make up f o r  large revenue losses which may resul t  from the accelerated 
equalization process and l i t igat ion.  



Change i n  Assessment Date 

Both t he  Fiinnesota Association of Local Assessors and the 1962 Governorts 
Tax Study Committee have recommended t h a t  the  assessment da te  be changed from Nay 1 
t o  January 2. Such a change would give t he  assessor  more time i n  which t o  prepare 
t he  t a x  ro l l s .  We believe t h a t  t h i s  i s  a s ign i f ican t  reform which should be enacted 
t h i s  session, and we support it a s  the  Cit izens League has done i n  t h e  past. We a l s o  
note  tha t ,  i n  connection with the  current c r i s i s  occasioned by t h e  Dulton decision, 
enactment of t h i s  reform might, because of t he  addi t ional  four monthse time, encour- 
age t h e  establishment l oca l ly  of some form of administrat ive review of assessments 
f o r  taxpayers, so  t h a t  it might be more feas ib le  than under current pract ices  f o r  
possible adjustments t o  be made i n  su f f i c i en t  time f o r  l o c a l  government and school 
d i s t r i c t s  t o  ad jus t  t h e i r  m i l l  r a t e s  so  t h a t  they w i l l  be i n  a posi t ion t o  meet t h e i r  
needs i n  t he  face of possible reductions i n  t h e i r  tax base resu l t ing  from the  ongoing 
equalization program. We have not  considered changing the  personal property date. 

Reduction i n  the  Number of Classes of Property 

The compelling arguments aga ins t  t he  property tax c l a s s i f i ca t i on  system i n  
Minnesota, which is unique among the  50 s t a t e s ,  have bes t  been expressed most recent- 
ly by t h e  Interim Tax Study Conmission report  t o  t h e  Legislature, dated January 5, 
1965. This report  s t a t e s  i n  part: 

OIThis c l a s s i f i ca t i on  i n  Minnesota has t he  e f f e c t  of reducing the  taxable 
value of property t o  between 5 and 50$ of i ts assessor9s  f u l l  and t r u e  
value; i f  taxes were levied on assessor t s  f u l l  and t r u e  values, the  same 
t o t a l  amount of revenue could be real ized from the appl icat ion of m i l l  
r a t e s  much lower than those now prevailing. 

"Of more significance,  however, i s  the e f f e c t  of t he  c l a s s i f i ca t i on  system 
upon the  r e l a t i ve  t ax  load imposed upon d i f f e r en t  kinds of property; t h i s  
d i f fe ren t ia t ion  has not and apparently w i l l  not  follow any discernible  
s c i e n t i f i c  pr inciple  but ra ther  is  the  r e s u l t  of a va r i e ty  of pas t  e f f o r t s  
by pa r t i cu l a r  groups t o  gain t a x  r e l i e f  a s  w g l l  as attempts on the  pa r t  of 
t he  Legislature t o  grant concessions i n  order t o  a t t r a c t  new industr ies .  
This type of t a x  r e l i e f  increases t'ne burden on other  taxpayers and should 
not be encouraged unless it i s  done f o r  the  purpose of el iminating t a x  in- 
equi t ies ,  

"llinnesotaas system of drawing f i n e  l i n e s  of dis t inct ion:  between urban 
and r u r a l  property i s  not  conducive t o  i n d u s t r i a l  growth i n  school d i s t r i c t s  
t h a t  have both r u r a l  and urban c lass i f ica t ions ,  a t  a time when Minnesota 
seeks industry; and it a l s o  adds d i f f i c u l t i e s  t o  t he  job of the  assessor. 

'#While t he  c l a s s i f i ca t i on  system is deeply rooted i n  Minnesota and was ori-  
g ina l l y  intended t o  r e f l e c t  the  d i f f e r ing  uses t o  which property could be 
put, and i ts productiveness, and i ts  d e s i r a b i l i t y  i n  a public sense, the  
systemas t heo re t i ca l  advantages have over the  years given way t o  many con- 
t rad ic t ing  pressures. 

:'Our changing economy, the  decreasing productiveness of property, the  ease 
with which one group can s h i f t  i ts  t ax  burden t o  others  through reclass i -  
f i ca t ion ,  t h e  r e l a t i ve ly  heavy but  unequal re l iance we place upon property 
taxes generally and our high m i l l  r a t e s  have combined t o  make Winnesota out 
of s t ep  with other s t a t e s  and have contributed t o  a poor tax climate image." 



The report  a l s o  contains a chart  showing the  e f f ec t  of the  c l a s s i f i ca t i on  
system when applied t o  property i n  the  various c lasses  a l l  valued a t  market a t  
$12,000, assuming an assessment r a t i o  of 33 1/38. The amount of taxes var ies  from a 
high of $4.50 on i ron  ore, t o  $360 on ra i l road and u t i l i t y  s t ruc tures  and bil lboards,  
t o  $299 on '@rural  non-agriculturalfs (i.e., c i t y  and suburban non-homestead) r e a l  es- 
t a t e ,  t o  $266 on ru ra l  agr icu l tu ra l  and on seasonal recreat ional  r e a l  es ta te ,  t o  
$225 on non-rural homestead, t o  $243 on petroleum re f iner ies ,  t o  $180 on parking 
ramps i n  Duluth and St. Paul (but not i n  Minneapolis), t o  $160 on r u r a l  ag r i cu l tu r a l  
homesteads, t o  $135 on i ron  and steel products, t o  $80 on agr icu l tu ra l  products, ex- 
cept grain  which is spec ia l ly  taxed, and on down t o  $45 on the  homestead of a para- 
plegic veteran (picking samples a t  random, but - not l i s t i n g  a l l  c lasses  o r  amounts). 

This i s  a very basic  reform without which we doubt t h a t  t he  property tax 
can ever be made r e a l l y  equitable,  workable and accqptable t o  most taxpayers. A s  t h e  
interim report  noted, the  c l a s s i f i ca t i on  system has the  e f f e c t  of making the  overa l l  
r a t i o  of assessed ( a s  opposed t o  t r u e  and f u l l )  valuation t o  market valuation i n  Min- 
nesota one of the  t h r ee  lowest i n  the  country, according t o  1962 s tudies  by t he  Ad- 
visory Commission on Intergovernmental Relations. One of t he  many undesirable re-  
s u l t s  of t h i s  f a c t o r  is  the  r e l a t i ve ly  high i n t e r e s t  r a t e  on municipal and other  bonds 
issued by many governmental un i t s  i n  Minnesota, due t o  a lack of understanding i n  the  
bond market of our pecul iar  t ax  assessment l a w s  and pract ices  i n  Minnesota. 

For the  f i r s t  t i n e ,  there  is  t h i s  sess ion a proposal before t he  Legislature 
which r e s u l t s  from carefhl  study and involves the  doing away with the  c l a s s i f i ca t i on  
system i n  Minnesota a s  we know it and i t s  replacement by a simplified system involv- 
ing e s sen t i a l l y  th ree  c lasses  of property, one f o r  i ron  ore a t  40% of f u l l  and t rue ,  
a second a t  25% including the  homestead portion of a l l  r e s iden t i a l  property, seasonal 
recreat ional  and lakeshore property, and business machinery and inventories, and a 
t h i r d  a t  33 1/3$ of f u l l  and t rue ,  including a l l  other non-exempted property, such a s  
the  non-homestead portion of r e s iden t i a l  property and a l l  commercial and indus t r i a l  
r e a l  property, and other  personal property not exempted o r  covered i n  the  25% class.  - - 
We endorse this proposal a s  a s t e p  i n  t h e - r i g h t  direction.  Although the  important 
matters of possible replacement taxes  and exemption of personal property from taxa- 
t i on  a r e  beyond the  scope of t h i s  comrnittee8s assignment, we note t ha t ,  a s  a pract i -  
c a l  matter, it appears t h a t  it would be necessary t o  reduce the  general l e v e l  of 
property taxat ion i n  order t o  e f f ec t  the  reform of elimination o r  d r a s t i c  revis ion of 
the  c l a s s i f i ca t i on  system, a s  has been proposed. 

Proposal f o r  an Interim Commission on Property Tax Assessment and %elated Matters 

I n  the  event the  recommendations we have made were followed, there  would be 
the  absolute necess i ty  t o  have an interim commissi~n on the  necessary adjustments i n  
l oca l  laws, necessitated by the  imminent f ix ing  of 33 1/35 a s  t rue  and f u l l  a s  of t he  
1968 t a x  assessment date.  I n  a broader sense, however, the  inter im commission should 
address i t s e l f  t o  the  urgent problem of achieving statewide equalization a t  the  ear-  
l i e s t  possible date,  and the  possible des i r ab i l i t y  of gradually increasing f u l l  and 
t r u e  from 33 1/3$ t o  100s of market, which would involve necessary adjustments i n  
m i l l  r a tes ,  t a x  limits and re la ted areas.  A s  the  Supreme Court has indicated, there  
is  much t o  be s a i d  f o r  moving i n  t h i s  d i rec t ion  over and above the  d e s i r a b i l i t y  of 
bringing Minnesota t a x  pract ices  i n  l i n e  with what the  Supreme Court has now sa id  
t h a t  the  Minnesota Consti tution and s t a t u t e s  mean. 

Another area  where much work needs t o  be done i s  i n  devising a means f o r  
administrative review of assessments, which could have the  e f f e c t  of reducing the  



number of these matters before the  courts  and providing f o r  a resolution of a l a r g e r  
share of the  dif ferences  between assessors and taxpayers in tine f o r  resolut ion of 
these problems before t he  da te  t h a t  t a x  l e v i e s  a r e  spread. Finding such a means 
would, on the  one hand, a i d  l oca l  government and school d i s t r i c t s  t o  plan ahead more 
securely on the  bas i s  of being able t o  count on t he  receipted taxes  when they s e t  
t h e i r  m i l l  l e v i e s  f o r  the  ensuing year. But, a lso ,  it should provide a means f o r  any 
taxpayer t o  obtain a meaningful and timely review of h i s  assessment without the  neces- 
s i t y  of having t o  go t o  court. 

In  1963, the  Citizens Leagus supported the  recommendation of t he  1962 
Governores Tax Study Committee f o r  establishment of county boards of appeals t o  be 
assigned the  functions of the  l o c a l  appeal boards of review and of the  county boards 
of equalization, and t o  be given the  power presently exercised by county boards t o  
order abatement of property taxes. The committee suggested t h a t  the  proposed county 
board of appeals be composed of people ncompetent i n  t he  appraisal  o r  assessment 
f ieldP' ,  We believe these and r e l a t ed  proposals should be intensively  studied in the  
interim, with a view toward a possible t o t a l  overhaul of the  review and appeal pro- 
cedures a t  the  next l e g i s l a t i v e  session. Other r e l a t ed  matters would include the  
review and strengthening of the  county assessor system, 

S t i l l  another matter not d i r e c t l y  r e l a t ed  t o  the  scope of our study, but  
overdue f o r  a comprehensive statewide review, i s  the  matter of exemption of l a rge  
amounts of property from taxation. This would include the  whole matter of re l igious ,  
char i tab le  and other r e l a t ed  property, 

FARC Ratio Studies 

The committee has spent a good portion of i t s  time reviewing the  conduct 
of the  r a t i o  s tud ies  ca r r ied  out i n  the  S ta te  Tax Department f o r  the  Equalization Aid 
Review Committee. We a l s o  considered the  possible publication and other uses of 
these  data ,  such a s  i n  connection with t a x  l i t i g a t i o n .  These s tudies  were admitted 
i n t o  evidence i n  the  M t o n  case a s  a means of establishing,  not the  t ru th  of what 
the  s tud ies  showed a s  t o  r a t i o s  i n  St. Louis County, bu t  a s  supporting evidence of the  
c i t y  and county assessorse  testimony t h a t  there  were i n  f a c t  d i f fer ing r a t i o s  being 
applied i n  connection with the  assessment of d i f f e r en t  types of property i n  St. Louis 
County and i n  the  City of Duluth, the  taxing d i s t r i c t  containing the  nine parcels  of 
property, the taxes upon which were t ne  subject  ma:ter of the Culton l i t i g a t i o n .  

We concluded t h a t  the  s tudies  a r e  useful  and absolutely necessary f o r  the  
purposes f o r  which they were es tabl ished -- nanely, t o  a id  i n  the  equitable d i s t r ibu-  
t i o n  of s t a t e  foundation school aids. As  a p r ac t i ca l  matter, these s tudies  a r e  a l so  
the  basic  means by which the  State  Tax Department i s  able  t o  judge the  effectiveness 
of the  assessing process i n  the  various l o c a l  taxing d i s t r i c t s  and counties. 

We have recommended addi t ional  a p ~ r o p r i a t i o n s  t o  provide f o r  addi t ional  
qual i f ied assessors t o  be hired i n  connection with t he  conduct of these studies.  We 
are ,  however, against  t he  use of these  s tudies  i n  tax l i t i g a t i o n  a s  evidence t o  prove 
the  t r u t h  of what the  s tudies  might show a s  t o  assessment r a t i o s  within given taxing 
d i s t r i c t s ,  We a l so  decided not t o  recommend l e g i s l a t i o n  t o  force the  publication by 
the  S ta te  Tax Department of these studies,  which a re  now not  published o r  re leased t o  
the  public a s  a matter  of policy i n  t he  S ta te  Tax Department, 



Recommendation f o r  Continued and Addit ional  C i t i z e r s  - League Study 

Almost s ince  i t s  inception i n1952 ,  t h e  Ci t izens  League has conducted re- 
search and study i n  t h e  a rea  of property t a x  administrat ion and re la ted  matters. Par- 
t i c u l a r l y  with the Suprene Court decision i n  t h e  Dulton case, which i s  l e s s  than f i v e  
monthsa old, and t he  impact of which, a s  w e  have indicated,  has not  y e t  been f e l t ,  we 
bel ieve  t h a t  continued study of t he  whole a rea  of property taxes and t h e i r  administra- 
t i o n  should receive t h e  highest  p r i o r i t y  by t h e  Ci t izens  League Board of Directors a s  
it frames i ts  program fo r  research p ro jec t s  f o r  1965-66. 



TABLE I. 

1962 RATIOS OF ASSESSORSQ FULL A!.D TRUE TO P W J T  V U U E  

Residential  Ccmerc ial * Industrial* 

Brooklyn Center 25.4 31.0 
Crystal 28.0 28.2 35.8 
Deephaven 27.1 33.7 
Edina 30.4 38.3 
ihcelsior  29.7 38.6 
Golden Valley 30.4 33.5 29.1 
Hopkins 30.5 33.1 31.8 
Long Lake 30.1 28.7 42.6 
Loretto 29.8 31.6 
b p l e  Plain 27.5 29.4 27.4 
Minnetonka Beach 28.4 
Morningside 29.9 43.2 
Mound 27.4 38.9 
Osseo 29.9 35.3 26.3 
Richf i e l d  29.1 35. 1 27.6 
Robbinsdale 27.9 29.5 24.7 
St. Bonif acius 27.7 38.2 
St. Louis Park 29.9 32.3 29.8 
Spring Park 31.8 40.6 31.5 
Tonka Bay 30.7 37.2 
Wayzata 29.5 28.7 23.5 
Medicine Lake 30.2 34.7 
St. Anthony 30.2 29.6 
Woodland 25.7 
Bloomington 31.1 34.4 34.3 
New Hope 30.0 25.3 
Maple Grove 27.1 
b d i n a  30.6 
Orono 31.3 
Plymouth 29. 3 28.9 
Brooklyn Park 26,7 33.3 
Greenwood 33.0 
Minnetonka 29.9 33.1 
Shorewood 2?*6 31.5 
Independence 19.1 
i inne t r i s t a  27.3 
Eden Pra i r ie  30.16 
iaNNFAPOLIS 31.5 & 64-,4 
Hennepin County 30.3 39.0 33.6 

Countywide Residential 30.3 
Countywide Lakeshore 26.2 
Countywide Farm 26.7 
Countywide Commrcial 39.0 
Coun tywide Industr ial  33.6 

*Ratios f o r  commercial and industr ial  may not be as representative i n  some 
smaller communities, where there are f e w  sales on which t o  base a ra t io ,  
Hatfield warns, urging caution in interpretation of these figures. 



1962 RATIOS OF ASSASSORSO F'LjZ- B:'D TRUE TO 1UUXET VUUd 

W m  COUNTY Residential  Commercial* Indus t r i a l*  

New Brighton 35.1 9 . 0  33.2 
IJorth St. Paul 32.3 34.1 40.5 
'White Bear Lake 35.0 35.4 28.5 
Rosevil le 34.2 35-4 32.1 
Falcon Heights 30.4 33.5 
Lauderdale 29.1 - 35.9 
Arden H i l l s  29.8 29.4 - 
L i t t l e  Canada 29.2 
North Oaks 30.7 

335-6 - 
Map1 ewood 32.1 - 
Shoreview 31.3 34.5 - 
Vadnais Heights 32.6 30.4 
Moundsview 33.0 
ST. PAUL 28.2 43.6 46.2 
Township White Bear 29.6 
Countywide Residential  30.5 
Countywide Comerc i a l  38.2 
Countywide Indus t r i a l  42.7 

ANOKA COUNTY - 
h o k a  
Bethel 
Centemrille 
Columbia Heights 
Circ le  Pines 
Fr idley 
Lexington 
Coon Rapids 
Blaine 
Spring Lake Park 
Lino Lakes 
East  Bethel 
St ,  Francis 
Town Oak Grove 
Town Ramsey 
Countywide Residential  
Countywide Township ' 

Resident ia l  
Countywide Lakeshore 
Countywide Farm 
Coun tywide Commercial 
Countywide Indus t r i a l  

Resident ia l  Commercial* Indus t r i a l*  

*Ratios f o r  commercial and i ndus t r i a l  mag not be a s  representa t ive  in some 
smaller communities, where there  a r e  few s a l e s  on which t o  base a r a t i o ,  
Hatf ie ld  warns, urging caution i n  in te rpre ta t ion  of these  figures. 



1962 RATIOS PF ASSESSORSP _FITU_ Ah!  TRUE TO EIA*WAT VALUE - 
SCOTT COUNTY - -- Resident ia l  Commercial * I ndus t r i a l  * 
Savage 29.1 
Countywide Resident ia l  29.0 
Countywide Lakeshore 2.5. 0 
Countywide Farm 30.4 
Countywide Cormnerc i a l  
Countywide Indus t r i a l  

Township Afton 
Township Baytown 
Cottage Grove 
Denmark 
Township Forest  Lake 
Grant 
Lincoln 
I W y ?  
Oakdale 
Township S t i l lwa t e r  
Woodbury 
East  Oakdale 
Northdale 
Afton 
Bayport 
Birchwood 
Dellwood 
Forest  Lake 
Hugo 
Lake Elmo 
Lakeshore 
Whtomedi 
Marine-on-the- St. Croix 
Newport 
St. Paul Park 
Wil lernie  
Oak Park Heights 
St. Marygs Point  
Lakeland 
St. Croix Beach 
Pine Springs 
S t i l lwa t e r  
Countywide Resident ia l  
Countywide Township 

Resident ia l  
Countywide Lakeshore 
Countywide Farm 
Countywide Commercial 
Countywide Indus t r i a l  

*Ratios f o r  commercial and i n d u s t r i a l  may not  be a s  representa t ive  i n  
some smaller  comnrunities, where t h e r e  a r e  few s a l e s  on which t o  base 
a r a t i o ,  Hatf ie ld  warns, urging caut ion i n  i n t e rp r e t a t i on  of these  f igures.  



1962 RATIOS OF BSS2SSORSQ FULL 92JD TRUd TO M A R K 3  VuLU3 

DAKOTA COUNTY 

Burnsville 
Eagan 
Empire 
Town Inver Grove 
Town LakeviPle 
Coates 
Farmingt on 
Hampton 
Has t ings 
Inver Grove 
Lakeville 
Mendota 
New Tr ie r  
Randolph 
Ro semoun t 
South Saint Paul 
Verrnillion 
West Saint Paul 
Lilydale 
Miesville 
Mendota Heights 
Countywide Residential 
Countywide Townships, 

Residential 
Countywide Farms 
Countywide Commercial 
Countywide Industr ia l  

CARVER COUMTY 

Chanhas sen 
Chaska ( c i ty )  
Carver 
Cologne 
Hamburg 
Mayer 
N e w  Germany 
Norwood 
Victoria 
Waconia 
Watertown 
Young America 
Township Chanhassen 
Town ship Waconia 
Countywide Residential 
Countywide Farm 
Countywide Commercial 
Coun tywide Indus t r ia l  

Residential Commercial* Industrial* 

"Ratios f o r  commercial and indus t r ia l  may not be a s  reprasentative i n  some 
smaller communities, where there  a r e  few sales  on which t o  base a ra t io ,  
Hatfield warns, urging caution i n  interpretat ion of these figures. - 



TABLE 11. 

SMPLZ 
REAL ESTATE TAX LEVI3S AXD AVmzGE 'I"~LL RcrTZS, BY COUNTIES 

(Taxes Payable in  1964 and 1965) 

Increase 
Real %state Tax Levy or  Average -1 Rate 

County Payable 1964 Payable 1965 (Decrease) 1964 1965 

Aitkin 
h o k a  
BroKll 
Carver 
Cas s 
Clearwater 
Cook 
Dakota 
Freeborn 
Goodhue 
Hennepin 
Itasca 
Jackson 
Koochiching 
Lake 
MkLeod 
Mille Lacs 
Olmsted 
Ot ter ta i l  
Pope 
Ramsey 
Redwood 
Rock 
St. Louis 
Scott 
Sibley 
Stearns 
Stevens 
Todd 
Waseca 
Washington 
Winona 

Source: County Abstracts of Tax Lists which form 
basis of State Auditorvs Abstracts of Real 
and Personal Property Taxes, Payable in 
1964 and 1965. 


