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RECENT DEVELOPMENTS IN PROPERTY TAX
POLICY AND ADMINISTRATION, BY STATE

Volume 2 presents descriptions, by States, of some of the recent
developments in property tax policy and administration. An attempt
has been made to recognize, at least briefly, what most of the States have
been doing toward strengthening this tax.  The following summaries of
the 50 States are based on field interviews, correspondence, official re-
ports, and other published information, In the main, these summaries
are confined to steps undertaken in vears through 1962, but in a few in-
stances, they extend to developments in early 1963,

While most of the States have undertaken to do something con-
structive about the property tax in postwar years, their efforts have fol-
lowed a number of different forms, have concentrated on different phases
of the problem with varying emphasis, and have ranged from little more
than exploratory stages to broad, vigorous programs. The great variety
of this approach is of itself helpfully informative to public officials and
civic leaders in any State who are interested in comparing their plans,
methods, and progress with what is happening in other States.

The general presentation of the subject in Volume 1 has permitted
only limited illustrations of what the States are doing and often without
adequate supporting details. Volume 2 permits amplification of these
illustrations and expansion of the scope of the illustrative material to
cover more of the wealth of interstate experience.

Because of the limited nature of this exploratory study, a pelicy has
been followed of selecting representative situations for special attention
and of concentrating mainly on what appear to be especially significant
features of the various State programs. Thus, in some instances the
emphasis may be on a particularly effective tax study; in others, on
pertinent policies or technical procedures; and in still others, on im-
portant administrative features, "The scope of the project has not per-
mitted comprehensive study of the property tax in any State; thus some
notable developments may have been omitted.

The variation in length of the surnmaries is not necessarily indicative
of the relative importance of the programs, but rather reflects the policy
of selecting representative developments of particular interest for special
attention. Nor does the mention of activities in one State and not in
another necessarily mean that they are not carried on in the latter, since
no attempt has been made to present uniform, all-inclusive reports.



ALABAMA

Im 1955, following suthorization by the legisla-
ture, the State Department of Beverue initiated &
program of technical assistance to local assessing
agencies and this has become a  permanent

Im.

.I’l.isu- in 1933, the lemislature provided for an
Interim Committer on the Revision of Stare Tax
Laws. This committee set wp subcommittees in-
cluding a Special Coramittes on Ad Valorem Taxes.
This “gpcclﬂ Committee's Report, published in
June 18957 as part of the Interim Committee’s Re-
port, moted: *. . . In the view of the committes,
improvement of the property tax and clarification
af it status 88 & tax suitable to use by the localities
provide the key to better State-local facal selations
in Alabamna, . . . Beyond any question, restoration
of the property tax can not be considered as less
than the most important tax reform the State can
undertake,”

The Special Committer recommended reduction
in the State property tax (contngent on an incress
in other Btate taxes) ; relaxing of constitutional tax
rate limits imposed on local units of government;
continuation of the central assessment of public
utilities; and—

. « « that the asessment squalization af the State

Department of Revenure broadened and strengthened
to correct the accumaolaped ineguities of years E faul
and irregular loral nssessments, Coonly aseiors an

bonreds of equalizatbon are now receiving for the first time
thi: technical asslstance ard advice they need to improve
the assessment picture, The rawe st which exining ine
equities are correcbed will depend largely uposn the
efeciivenes: of the Siate progrim.’

The State De nt of Revenue program
which has been in operation since 1935 was de-
sirned to advise and asist the county tax assessors
and the county boards of equalization by providin
technical assistance. "The State has a staff of 2
valuation analysts including men trained in ap-
praising real estate and those trained in the analysis
of financial statements and accounting procedunes.
The analysts, assigned to variows areas, actually
make appraisals for the county boards and assist
thern in the preparation of maps, plats, ete. The
State provides appraizal manuvals to the local as-
segmors and board members,

The ears o have become a per-
ma.nmtpr;:lﬁr:fnthaffuurk of the Ad Valorem Divi-
sion of the State Department of Revenuwe, The
chicf of thiz division points out that from 1954
{the first vear of the expanded progeam) to 1967,
the State’s asseased valuation has increased 3906 per-
cent—results justifying the expense and effort on
the part of the State Department of Bevenue,

Y Corrent Tay Problems in Alabama, Report of the
Committez on the Revison of Stare Tax Laws, MMont-
gomery, 1937, po 60, (Report of the Special Commince
on Ad sI-"i].lacrll.'.m Taxes.}



ALASKA

The Alaska Constitution provides that “Stan-
dards for appraisal of all property assessed h}'_the
Kmte or its pi}]il.'il:.:! subdivisions shall be prescribed
by law" ? and a peneral State law on asesments,
enacted in 1957 prior to statehood, requires
all assessrments shall be equal and uniform and
based on the actual value of the property assessed,
The State director of the Local Affairs Apency re-

rted in the s{.in-in of 1962 that there had not }lc’c

n enacted rg'igulinn Pn’.wiﬂiug gstandards for
np]jﬁi,s.a.l, An ;p]'m:-]:ri.a.ilnn had heen ma-:lt,]:umv-
ever, for the agency to employ an assessor and ©
eontract for the preparation and publication of an
amesmor’s manual for use by the local assessors,
During 1963-64 the agency plans to drafe legisla-
tion to provide standards for appraisal and revise
the existing laws on property tax asestment and
collection for presmntation to the legilature in
1964, This legislation will be part of the sub-
stantive revision of the municipal code requested
by the Third State Legislature,

The assessors in Alaska, meeting early in 1962,
agreed that standards for appraisal should be pre-
scribed by statute.  They alea that the
standards for appraizal should be based: for land,
on an average of sales of similar land; for struc-
tures, on current cost of replacement less deprecia-
tion; for personal property, on a self-appraisal by
the property owner making a bona fide estimate
of current market values. The asesors also advo-
cated State providons requiring use of such records
a3 tax maps and record cards and agresd that the
State asesor must have power to review the work
of the local assessors,”

There can be no leng delay in developing a
procedure for State determination of property
values. A school foundation program enacted by
the 1962 legislature provides for State aid and ahlo
for required local effort. The required local tax
effort = the equivalent of an amount swhich would
be raised by a 3.5 mill levy om the full and true
value of taxable property. “In computing the
required local tax effort, the district shall use the
full and true value of the taxable real and personal

Lre, IX, sec. 5.
"Thia conleronce of aseessors was

beiefly in
Asiessers News Lelber, April 1962, po #1.

roperty within the district' as determined by the
ocal Aaies Apgency.”? The law prevides that
the Local Affairs Agency shall determine the “full
and true walue" in consultation with the distrct
amessor, Taxable pra rl':lr 1% defned in the school
foundation law as “all real and personal property
taxable under the laws of Alaska, but dees not in-
clude household poods and personal effects™*
While the local tax effort must be computed on
the basis of a property tax, the amount required
may be raised from any source available to the dis-
erict and need not be derived from a property tax.
The provisions of the 1962 law are to be used
beginning with the appropriations for the year
starting July 1, 1964, based on the budgeis pre-
pared and computed in the prior year, Full and
true value, to be determined on or before Beptem-
ber 15 each year, would thus be required by that
date m 1963,

The responaibility of the State for determinin
“full and true valee' [with quotation marks use
in the law as indicated above) was established
clearly in the school foundation law., The School
Survey Keport submitted in 1961 had spectfically
recammended that the legislature designate & State
agency to supervise asesiments and to determine
annually the “Full market value of taxable pro
erty” in each district, thess values to be wsed E;
the commissioner of education in making calcula-
tions of State school funds payable The Alaska
Legiglative Council, in discussing the survey
recomimendations prior to enactment of the 1962
]nw. Fq-int-l:d. out that if State aid is bawd an
assessed valuation, there must be State participa-
tion in the equalization of assesments and noted
that "Such state involvement in local tax assess-
ment tices would seem to follow the intent of
Article IX, Section 3, of the Constitution, . . *®
Alaska does not use the general properiy tax as a
source of Btate revenue at the present tme.

*Laws of Aluka 1962, chap, 164, art' I1, sec, 2.06n,

HE Jareneled,

i fbid., Art. TV, sec, 4.02 (111,

* A Foundadion for Alscka’s Public Sckooln, a Sarvey
'Itlge 1H. + ared for Alaskas Stote Boaprd of iduu:h:m.,

'fin.p-'\rnur and Taration i Alaske, Part 11, Alaska
Legislative Council, 1962, p. 94.



ARIZONA

Serious concern for improving administration of
the property tax in Arizona has besn evident in
recent years, but through 1962 the legidatune had
not acted on major recommendations,  Early in
1963, however, the Supreme Court of the State
handed down a decision of major significance for
the property tax and legislation subscquently en-
ated ides for far reaching changes in the ad-
ministration of the tax. B

State Tax Commirsion,  The State Tax Comumis-
siom in Arizona is g threesmember board functions
ing under statutory authority. s members are
elected for G-year, overlapping terms, and serve full
e, The commiskion extensive general p
erty tax 'rs and s also respomsible for admins.
tration of other major State taxes, including mcosme,
sabes and use, tobacco and alcoholic beverage taxes.

The commission's property tax duties and
as set forth in iz 1960 Report, included: hawve gen-
eral supenvision and direction over county assessors
and county boards of equalization; formulate and
send to each county forms for listing, valuing, and
assessing property; hold a meecting at least once
a year with county assessors to comider tax-
atben  matters and to weeure a uniform wvalo-
ation of clases of property; appraiie and assess all
patented and unpatented pJJ?ru'lur_"u:lg mines  and
transmit to the boards of supervisors the assessed
valuation thereof; make investigations of the prop-
erties, income, etc., of public service atiens to
ascertain a fair and equitable basis for making
assessments.  Furthermore—

The Commission 3 constituted a state board of equali-
tation with full power to equalize the valuation and
msemmment of property throoghowt the Swafte, and to

ualize the assesment of all property between persoms
:? the snme susesmment district, hetween cities and towns
of the same county, amd betwess different countes of
the pate, and the propersy assessed by the Caonumission
im the ligat insgasnce, . . .

The Ceoanmissien shall examine asd compars the ab-
atracts of assegsmuonts of the property in the sevoral cosn-
Hes and equalize them o that m taxabile property b
nssegsed at its full cask value?

Local assessing is the primary responsibility of
county assessors, 1 in cach of the 14 counties.  They
are elective officers, serving 2-year terms,  Ower-
1i:I.EI!'.|i.T.|__I_|!; mssessment districts are optional for a fow
municipalities,

Study Commitdon of 1857, Under 1957 legis-
lation there was established a House Tax Study

L 254k Bremmiad Repord of fhe Sigle Tae Commission of
Arizonas, Fiscal Years 1958-59 asnd [1959-60, Phoenix,
1960, p. 7,

4

Committes to review the State tax structure.  This
committes, under the chairmanship of Repressnta-
tive Charles O, Bloomauist, gave consideration to
several aspects of the property tax. The report
said:

It has been recognized that one of the major prob-
lerns of .ﬁn’: fax simocture has been the lack of une-
formity in assessment practices as bebwessn counties, as
e classes of within the respective counties, and
a8 1o individual paseels within clagses, Bz
periences has proven that a direct approsch bo the problom
of revaluation has unswtceisdul, to tho oot
involved and the nature of the benefits derived
from a revaluation p It will, therefore, be the
recommendation of the committer that legislatior be
comiidered to lay rJJ.clPﬂund work for & revaloation pros

and o provide el means e ellectively maintaln the
elbcial reqults of sch & revaluntlon progeam.”

The committes, while thus recognizing the need
for revaluation, did not recommmend immediate ac-
tiom but , a2 ndworek for revaluation,
the levy &Tﬂdﬂw transaction tax which, in addh.
titm ko pu-m-iding revenie, waild ide detailed
data on sales prices, assessed valuation, ste., to be
filed with the State Tax Commission.  Soch data
should serve as “an invaluable guide in the future
for the Tax Commission acting in its statuto
capacity as the State Board of Equalization, whic
function it has failed to perform principally due to
the lack of facilities and information vpon which to
base its actions,"

Consideration by the committes of the effect on
the property tax base of the sveral 5 of exempe-
tion lﬂ?:a several proposals,  As to the exemptions
for veterans and their widows, the committer sad
the legislature should climimate, or at least reduce
the scope of, such exemptions, It proposed, in adde-
tion to tightening the procedure for filing claims,
two alternatives.  Under one, the exemption woald
not apply to school district taxes; under the other,
a specific limit would be set on the total amount
of exemption allowable, and this amount, £25) to
$'|_,,L]'I_II:III would be & tax I\:l:!unl:'ﬂl'1 swhich eowuld be used
by the veteran at his discretion, o apply to either
property or income taxes, State or local, (Special
provision wold be made for disabled veterans, )
The committes advocated clear-cut definition of
“manufacturing” and “procesing” to aid in ad-
ministering e manufacturess' inventory exsmpe
tion. It was also proposed that all counties adhers
strictly to the policy of full reporting of the assessed

' Report of the Houle Tax Stody Commitier, Charles O,
Bloomuguist, Chairman, not dated, p. 2.
*fbid,, p 4



ARIIOMNA

vatuation of property on which exemption has been
allowed.

Proposals for revaluation. The State Tax Com-
mimien did not share the committee’s visw that
further dwark was needed before revaluation,
In its 24th and 25th Biennial Reports the comrmis-
sion urged that the legislature appropriate funds
for immediate revaluation, saying m 19604

The Tax Commision for several years haa recoms
mended that the Legislature make appropriation o the
Tax Commission to permit a prﬁul‘rma!ultinnuflh-lu
state.  This ation should be suffcdent to permat
the employment of engineers and other technically skilled
persosiee] necded i mmﬂhh this pask and sppeopris-
tion ghould be made available propertesatcly over a five
year period to the Gomminion 50 & to it completicn
of the entire revaluation work in order to enable the
Sorezly &ﬁ‘%&f“ﬁ" Kl Sl b gt g

[ E
mr.ngr-n is caly legiglative action necessney ;FF::
E!ommumn alrendy oy the necessary statutory aathoricy
to equalize property valestions

Governor Fannin has alss recommended revalua-
tior, I his messagne to the legistature early in 1962,
he urged enactment of legislation to enable and
compel the tax aseming authorities to valee prop-
erty for tax on & uniform basis and ﬁ:cn:-
after to mauptain statewide uniformity in assess-
ment procedures and practices.  He said that with-
out basically wniform property valuations and
amesmments, the Btate could mot provide equitable
school aid, stating: “Many of our school financing
problems cannot be solved rly at the State
level until we have greater uniformity in rty
valuation and property tax assessments in all of our
countics,” ¥

. Rt-ﬂ.p-p.l‘aii;ﬂ aley became the mbjﬁct of an Ini-
tiated petition in Arzona,  This initiative measure
which proposed creation of a State board of
appraisal standards to direct reappraisal of prop-
erty and to provide for a system of uniferm ap.
praisal and assessment practices, was defeated
the voters in the election of Nevember 1962,

Judicial and Legislative Action in 1963

Supreme Court ruling on équalization. On Jan-
uary 9, 1963, the Arirona Supreme Court handed
a far-reaching property tax opinlon in the
case of Southern Pacific Com E:;’u v. Cochize
County et al.  {The appellees included, in additon
to Oochise County: £ other counties named, 14
persons named “individually and as County As-
sossor of* their respective counties, and 3 persons
named “individually and as members of™ the State
Tax Commision and State Board of Equalization. )
The Souwthern Pacific Company charged that its
properties, pssessesd by the Tax Commission, were
assgssed at a higher percentage than property
*25th Taxr Commirnior Beport, op, cif,, p. 5

*Memage of Gov, Paul Fampin to the 25th Arizons
Legislature, Jan. 8, 1962, p. 1L

EP-EEE—85—3

assessed locally, The decision noted that the law
provided for assessment of all properties at full cash
value without distinction as o assessment by the
State Tax Commission or the county assessors.  The
Supreme Court remanded the case to the Maricopa
County Superior Gourt and said that if the com-
pany establishes the facts a a5 to the diver-
gence of the assessiment levels, the lower court must
isue an order against such diserimination. How-
ever, the Court ruled inst & refund on taxes
already paid, even though paid under protese, en
the ground that such refund would be too disruptive
of government finance. Some quotations from the
opinion follow:

.« « It (the appellant corporation) offered to show . . .
that ibs property wid aseised at nog less than 89 percent
of full value bat that other property subject to
assessment by the respective CERTY ASICIIOM Was o
at no maore than 20 t of lull essh valug om the
AVETA The Board (of Equalization) was fequested o
uzlize the smessment by either loweriog it to the m’tfig]t
;?-:;thr peoperties oo by raising other asmesments o full
eash value, Appellant alleged that the Board walfully,
intentionally pﬁefuud.n[ﬂl.l.h' rejected ity request for
equalieatin refusing to take any action.  Thereafter the
taxes asicased were paid to the respective county treasuners
aocompanied by writien protests, In January 1960, ap-
pedlant commenced suit seeking to recover a paribon of the
taxes paid and to enjain defendants fram makiag simiar
discTimina pmmemmrnents 1o the Totame, , - .

A casual reading of the Articles of the Revised Seatate
an taxaticn discloses a general legilative scheme that
asscasrent on all species of property shall be at full cash
'I.litllllf'. e

Thers are adebttedly some specific I-:gi.!-lati.'l:e axcephions
from the uniform general eme, . . . Railroads _hm
nat, hwever, been excluded from the gemeral uniform
scheme ﬂ:r um:liml:l'lL LA g

o« I appellast estahlis t fta property is being
assesseal at & higher peroentage of full cash walue than
wiher properties, then under the exisling statutes discrims
ination within the 14th Amendment 1o the Uniied States
Constitution will have been abows, . . , o

. . . Hence, unless or until the leglilature exercises its
autharity and establishes classifications of pﬁll:-rrg which
permit an asmesment at & different percentage af full cash
value, courts have no alternative aother than to hibit
officials frosn nssessin |lant’s pro ies at a different
pereentage af fall c.nﬁl value From Er properties.

Aa 1o the requested tax refund, the Court said,
it part:

We take judicial notics that the taxing suhdivisions of
tha sate have leng predicated their fecal affpirs upon the
practices alleged in appellant’s complaint.  For example,
srhonl districts have been arpantoed and have fsnsed bonds
for ﬂi“’ improvements poasaant (o the gethority
granted by the Constitution, Art. 9, Section 8, In asticipa-
tion of continued revensies derived from the taxatbon
tices now complained of, The refond which nl:lbgr;:;
seeks topether swith cther slmilar clales threapens the
financial solvency of many taxing unite of the wabe, par-
tienbarly ibose is rural and undeveloped areas. . . .

i e We . .. camnot countenance the willul, sstem-
atie and Eniestional vialation of che lnw no matter bow
lomg contimsed. To do othecwise would be o dony the
equal protection of the law to appellant.  We can, hows
eved, make our detitions prospective in application whers
great hardship will result if cawsed fram long continued
failure to exert a legal right

5



THE ROLE OF THE BTATES IN STRENOTHENING THE PROPERTY TAX

LEIEI:.'II!EIIEI:.'\I action. Omn _I;muar:,r 'H-, !!_:.I'Ei?-, Grower-
nor Fannin, in 3 message to the legislature, called
for immediate action to relieve the State’s home-
owners from “the crushing and unfair burden of
property taxation , . " He zaid:

This burden stems primarily fromn three bale factoes,
The frst of 'I:I1|:|g is & lock of uniformity in properiy fax
sapessment practices, The second 3 the wnequal

ical diseribution of taxable wealth, And the thi

is the ever-present need of additional revense for educa-
tinnal purposes, 3

he necessity -ul' the situation has been highlighted by
the decision which was hamded down by the Arivona
Bupreme Court last Wednesday dealing with the matter
of discriminatory tax assessment practices, one of the three
factors just mentioned as being the bass for our present
g pramnent. It is & momentoos decision and one
which places the prohlem of eliminat discrimination
and its com u:n.-:ﬂ.iq_ua.'rd in the Ia.;pn the Legislature.

Whiag :I'irm[g.!nun. hag said, |r: effect, 1 that i digcriming-
tin does, in face, exitt—and 1 think eve
geme e the subjece a1 all will concede
thase who are being distriminated agairst are entitled
to relief, The Coart, fortunately, limited that relief to
the future—otherwise ecomomic chaos to the State could
have ensued. But the Cowrt made it quite clear that such
econoric chaos con aply be avolded for the fubare if some
Immedinte actica s uﬁu‘l.

Fortarsiely, the action lnl.-:rl. in tkis r:lg'a.rd.‘ will af
ﬂtcmllif » 0t the vory sos of our aver-all pmhlltm
elim nuﬁ the [sciar af discriminatory ax auesnmsent
m-:tlum at the pew Tormuls for assessment ds 0o be ds
b+ or you nir-t:-in:h éﬂn: 'a-rlﬂ'u it gnuast come & sevaluagion of
praporty in e Skabe For bax purpeeess,

With regard to the problem af revaliation, fhess prin-
ciples must be preserved;

1. R.E'Il:llun.llbll.lh' for a complete reappeaisal of all prop-
erty in the State must be specifically fixed at the State
lewel

2. Respansibility for determining ard maintaining uni-
form s s for nppraisal and assessment practices must
e gpecifically fxed ot the Stage level,

9. "I;?gm TRIIEA ] 'I;:rq- ixtahlisked o formula for the assess-
Henl praperry for tax parpesel bo Wiure A einimue
tax burden upon homeowners and an equitsble scale of
assessment values for all Kindde of prepecty  wriform
throughoat the State.

Ag to the State equalization fund for schools,
the Governor said:

This revaluation will afford the essential basis Tor the

alization ol school costs sk the State level an the bash
1:| need, and, thas, at beast, minimize the olfece af the
sscond basic factor in oar problem, namely, the unequal
grographic distribution of txable wealth. |

.« o We connot contines 0 grant iscreasss e siate
mid in all areas, incleding those where additional Tunds
are ok necded, in arder o get them 1o the arcas where
they are badly nesded,

The Geoernor alio recommended that the legis-
[ature give consideration o the exemption features
af the property tax, Lighteuing the pesidencs requine-
ments for widows' mcmptlnn, and taking steps to
lirnit the veterans' exemption,

ne wha has
at it cloes—

The legislature took major action on the property
tase, I ided for an hnnmd:ial:: mva[ual:inn q-f
all property in the State subject to ad valorem
taxation; it created 26 different classes of property
for assessment purposes; and it established a new
agency 1o supervise the revaluation and o carey out
extensive property tax Tunctions,

Under the 1963 legislation there was established
an independent and continuing division of appraisal
and assessment standards “within the state tax com-
mision” but with a director appointed by the
CGrovernor, with the adviee and unanimouws consent
of the president of the senate and the speaker of
the house, for a J-year term, The director is
charged with the continwous duty of: ascertaining
the methods and procedures followed by the tax
commission and each of the assessors of the counties
in the classification, appraial and assessment of

property; adcerlaining the percentage of full cash
value at which the 1,-,=Lri|:_|r.|5 types roperty ave
assessed by the commission and eac the as.

sessors; proceeding with preparation l:nt' uniform
roaps, assessment records, an appraisal manual and
a training program for county assessors and their
staffs; proceeding with the classification, revalua-
tion and reassessment of property ﬂ-unughwr. the
State and assisting the commesion and the county
assessors in the performance of their duties. On or
before December 31, 1964, the director, in coopara-
tion with the commision and sach of the county
asiessors, shall have completed an appraisal of all

roperty in the State subject to ad valorem taxation.
q‘hp director d given extensive powers o Carmy out
his dutzes and the law provides that—

I the disecior and the commimion fail o acree on any
matter Felating o the administration of this article or an
amy matter relating 1o ad volarem taxation, the final
determanation ll'ﬂ"!bl_‘. made by the direcoor, except that
the commission shall continue b act s the state board
of equalization: . . .

For the purposs of determining the basis of valu-
ation for assessments, property was divided into 26
classes. The law does not presenily see forth the
basis to be used for each class but provision is made
for a special session of the legislature before the
close of 1963 which could take action based on ine
formation gathered by that time by the director of
the division of appraizal and assesment standards,

The legislature provided an appropriation of
$1,500,000 to be available for the Division of Ap-
praisal and Assessment Standards, Tt provided alio
that sxch county assessor’s office shall be responsible
for the payment of the cost of permanent records,
maps and supplies,



ARKANSAS

Arkansas has not levied a property tax for State
purposes since 1947, but it has had an active pro-
gram of State participation in local property tax
administration since 1955, There have been sub-
soquent amendments and changes, but the law of
1955 remains basic. In that vear the legmslature
provided for “a complete new appraisal and as
sesgment as of Janwary 1, 1957, of all property in
the State of Arkansas, both real and perssonal, that
is required by law to be asessed by county assessors.™
Ttr:?m st wp a pew type of lecal equaliealion
agency and directed the Arkansas Public Service
Commission, through a newly created Diviston of
Asgessment Coordination, “to furnish guidance, in-
struction and assistance o the county assessors™ and
“tr exercise the duty and responsibility of coor-
dinating and supervising the work of the county
assemors and county equalization boards in such
manner as to provide uniformity of methods, pro-
cedures and results i the several counties of the
State,™ ?

The county assessor thus continues the key figure
in local assessing, HMe is elected for a 2ovear term.
The former boards of equalization, all members
of which had been appointed by the county quorum
court, were abolished in 1935 and new boards es-
tablished with appointment planned “to remove . .
members from political influence as far as possible,”
The new boards, conststing of three members in
most counties, are sehected—one by the school
directors of all school districts in the county, one
by the members of the councils of all cities and in-
corporated towns in the county, and one member
appointed by the county judge. In larger coun-
ties the boards of egualization may have five or
nime members, & inted simalarly 2-2-1 or 3-3-3.
Members serve for 3 year overlapping terms,

The 1555 mdﬁ:d some of the duties of the
Ammpmrment inatiern  Diviion :i.1'|-|t||.|.l:|i.1'||_g;I in
addition to the broad supervisory power: fo visit,
confer with, and advise the county asseszors and
county equalization boards; to hold and conduct
guch schook or mstrectional mectings for county
assessors and their deputies as may be deemed neces.
aa.r:;l.r; to preseribe and furnish appeaisal, assessment,
and record forms for uniform use hout the
State; to prepare and promulgate Real Estate As.
sezament Manuals and Personal Property Assess-
ment Manuals; to perform sech other duties and

' Firgd Bimmmiad Repert of the Arbamias Auerrment Co-
erdizalion Depastment for the yearr }857=58, Little
Rock, Ark, 1 p- 4+

furnish such other assistance as may be deered nec-
casary, including the furnishing of maps and aerial

oLogETa
Phﬁ:.:jhpf:if. Initially the division emphasized
the organization of the reappraisal projects as the
basic step in al;him."inq “uniformity of methods,
procedures and results.” It instituted an educa-
tional program which involved some 300 meetings
in 75 countics, press releases, redio and television,
and personal calls by field staff not only on county
asiesiors and boards of equalization but also on
county judges, other county officials, school district
and municipal officials, others interested in the
reappraisal program, The division developed lists
of firms and individeals qualified o do the reap-
praisal work, and a 1957 law provided that ap-

psers Dor assegsrment evaluation must be registered
with the State and that the division should pre-
scribe standards, keep records, maintain a list of
reputable appraisers and fioms, and require them
to comply with the procedures set by the division.
All of the 75 countics completed their original re-
appraizals in 1959 and there is now annual review.

Educational and asststance programs,  The other
duties prescribed in 1953 are also carried on ac-
tively. The division has held, under joint sponsar-
ship with the Arkansas Assswors® Asoclation, an
annual Assswmors’ Institute for county assessors and
deputizs.  The institute held in the fall of 1962
was attended by 93 assessors, assessor nominees, and
deputy assessors representing 57 countiss—fgures

aring with 91 and 35 for the 1961 institute
and with T4 and 4 for the 1950 insituee A
5.|:|n|:r_in|. sernanar or 2=day courss is held avery 2 YEATS
especially for mewly elected assessors, which coms=
centrates on the use of manuwals and other funda-
mentals, When county assessors or deputies at-
tend such mectings, the expenses are paid by the
State, The division also holds a series of regional
mectings each year in about 10 centrally located
cities, bringing together the county assessors, board
of cqualization members, and county judpes of
several counties to improve intercounty coordina-
tamn.

By the fall of 1957 the division had four field
men making frequent calls on counly assessors,
In the fall of 1961 there wers 8 to 10 men always
in the field=—specialists in various classes of prop-
erty as commercial, raral, industrial, residential,
amid pml. Thl,"':,l are avatlable o work with
county offices on special problems, training new
ctaff, ete,

T’



THE ROLE OF THE STATES IN STRENGTHENWING THE PROPERTY TAX

The manuals ribed in the 1933 law were
mﬁ;‘zﬂmd ibuted to mssessors in the fall
of 1956 and have since been revised. The latest
edition of the real estate manual was Bswed in 1960;
the personal property manual is kept up to date
with annual sup 5. The Btate emphasizes
the careful use of the manuals a3 an esential
guide to uniform assessing,

Ratio fdudies. A basde tonl of the State in its
supervision of the assstsing process is its continuing
;::Enﬁ rALEdu studies, %Ehe ratin Stﬁld]l' bies to

and personal property.  For real prop-
erty it is based on a field appraisal of the true, full
market, or actual value, in sampling by classifications
such as commercial, residential, Jndustrla]. rural,
and Tniscellanemus rties, to include not less
than 3 peroent of the total mamber of real properties
in each clasgfication in the county, The
Ft'q‘.“-]h!rt}' rabie stud].' 1% based on examination of the
records in assessor's office to determine the de-
%:rc of come ]l'lllan-l:r. with the criteria established by
Personal Property Manual, The studies are
broken down by taxing units, and ratios are fur-
mished ecach vear, by classes of property, for 422
school districts and 377 municipalities as well as
the 75 counties. In 1961 for the real cstate project
the division wsed 42,650 real estate calls en which
it had made feld apprassal,

The ratio study is to be completed each year by
Auvgust 1 when the division makes certification
of its findings—"the average ratio of the assessed
valwe to the true, full market, or actual valus
of all the property in such county™—io the
county judge and county assessor in each county and
alsn to specified State officials. I the county ratio
shows the assessed valuation below 18 percent of the
actual value, the county is to lose certain State aid
ar turnhack funds [as described in the following
section), but the county assessor and board of

walzation have wuntil the third Monday in

ovember to_review their assessment rell and make
adjustrments if they wish to do so.  If theme are
any such adjustments the Assessment Coordination
Dhivision makes a new studv to determine the
ratic on the revised roll and certify the new
ratio to the appropriate officials,

Level of assessment, The 1955 lerislatare set
20 percent as the rmatio of actual walue at which
asseagments were 1o be made and provided means
for enforcement on a countywide basis,. From 1947
it had been the duty of the Public Service Com-
mission (or such other agency as was mesponsible
for uwtihity assessment] to set a ratio of actual value
which it would vse in asesing utilities, ete., and to
certify this ratio to local officials of each county.
The local officials were supposed to wse the same
standard, but there was no means of exerting pres-
gure to make them do so,

Imn accordanee with the 1955 law the Public
Service Commission certified that 8 wouold ose
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20 percent of the true and full market or actual
value of amessed by it in 1957 and directed
local s to adopt the same basis for locally
adsessed property. This directive now became sig-
nificant, since the 1955 law had provided that if, by
1957, any couney had assessed valuations I:rel.m'.r a0
pmm:m of the established standard [or 1B percent),
that county would ke a proportionate share of
its State aid,

Su wently the sanctions were eated b -
pﬂ;mﬁ 1956 the I8 percant irtmmt:l;nl:?l.tn
1959 a 20 percent requirement. :il:ll‘rwwnt re=
quirement now has been dropped the pro-
vision is that no money will be withheld if the
centum of the asesed value to the true, full m l:t.
or actual value is 18 percent or more,  This gives
the county assessor a leeway of about 10 pescent
from the planned 20 percent.

When the certifications were made on August 1,
1961, the ratios ranged from 16 to 22 percent and
there were four counties which had assessments less
than 18 percent of full walee, according to the ratio
studies made by the Assesment Coordination Di-
vision. By the third Monday in November, one
county still had failed to bring its percentage up
o 18 percent.  Prior to this time, only one county
kad not made the necessary adjustment, in 954,
and this county had part of its turnback moneys
withheld m 1960 Since whool disteicts, county
governments, and municipalities receive more than
a0 percent of their combined operating budgets
from State aid or turnback funds, the pessbility of
any withholding iz a potent stimulus to adjusting
valuations so that the total reaches the minimum
a.]'.||'|-rrrl.-'-|"rl level.

Current appropriation.  The Assessment Coor-
dination Division had a budget appropriation of
:3.'-']2 100 for each of the fscal VEATR 1961 and 1967,

.S'r.-:r:m.:::r_].'. The 1855 legislation under which
the current was initiated was, in general,
stronzibe undes 1957 legislation, but the

pro-
ETRIM ran into sertous o itiom inm 1959, In that
year bills were introduced to reduce the assessment
level to 10 percent of full value, to abandon the
reappraisal , and o abaolish the Asseszment
Coordination Department. Omn the other hand,
the Arkansas Assessors' Association sent a resolution
to the legaslature giving & support and approval
to the program and uesting that no legislation
ke passed to restrict or impede the department ac-
tivitics.  The net result was legislation postponing
the date at which s of State aid would be en-
forced if the 1B percent ratio were not met, initia-
tion of a study on how compliance could be made
casier for the counties, and reallgnment of the fune-
tionz of the Department of Assesement Coordination
and the Public Service Commisson, roughly restor-
ing the organization in effect in the [955-57 periad,
The director of the department, speaking in 1961,
surnrnarized the developments as follows:
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I fully realize that it i3 practically mmpessible to have
equalization between property owners for a tax sasess-
ment purpose, but we are closer to achieving this goal at
the present in Arkansss than &t any time in the history
of par State. We are wesy prood of cur program in
Arkanses, and it 13 functioning very efficiently, in cus
cplnbon, at this time even though the citeens of our Sate
were reluctant io accept the program in the beginning.
Evidence of this is that in 1939 the State Legislature
frowned wery much on our appropeiation and, for & dme,
the appropriation and exBience of the depariment was in
deubt. Bus, the biernial appropriation for 1961 and 1962
was pagsied through both bouses of the Legislature with-
cuf & voite being raised in regard to it A majonty
of the county assessors aocept the recommendations that
we make through cur marmals and ase the ecommended
forms for evaluating certain properies,

Sinee the existenis of our department, the total asscis-
meats in the State (personal and seal cataie) have risen
67 percent==personal 31 percent and real estnte 87
]:IIEI\CB:!L‘

Cme very clear-cut effect of the program has

" Jeck Cato, "Tenproved State Assistante to Local
Assessors,” Aserrrment Adminictration, [967, Inwernasfonal
Association of Asessing Officials, Chicago, 1962, p. 135,

been the increase in valuations—especially in the
real estate assessed by the county assessors, The
comparative figures for 1954, the last year before
the beginning of the equalization program, and 1961
follow (i thoosands)

1
Percent
Figm 1954 1061 Ine
Local Asscsamaents
Bealt¥,.ooniiceiians Sale, 03 | §542, 55O 108
Persomally. ..oa...... 236, THE M, 656 34
il s 633, M | 1,151, 215 B2
State Amessnent: o )
Eealty, wilities amd
OECTBETE o,y yreay ] 10T 14, 625 41
Persomalty, utilities
and carriers...... o] 154, T3 250, 615 25
Total......,,...| 205, K1 265, 239 20
Grand Total. ......,..| B35, 082 | 1, 414, 454 1]




CALIFORNIA

Property tax administration in Califernia has
made noteworthy progress in postwar years, with
the State conducting skillfully and effectively two
vrograms to promote uniformity in local assessing.
so establish and maintain statewide uniformity of
average local assessment Jevels among county assess.
meni districts, advanced techniques have been de-
veloped. At the same time, an cutstanding aid pro-
gram has been carried on to improve the quality
of assessing within the mdividual assessment dis-
tricts. Fallure to equalize the assessment bevels of
State assessed and locally assessed pro has
stirred & controversy that s still unresolved, but it
involves administrative policy and does not eflect
on the quality of property appraizal.

Organization for Assessment
Administration

The general prop tax, which applies broadly
and mﬁfurrrﬂ? to iy and most tangible per-
sopnalty,® i administered jointly by the State and
local governments, Its local inistration is
enainly at the county level.

Local Organization

While California # the larpest State in populs-
tion and third largest in area, it has only 58 local
pﬂma,r:,r Assessment r.'Ii;'u-]r_u; L-l‘.'-, the State’s 57
counties and 1 city-county. The counties assess
property and collect taxes for themsehes, school dis-
tricts, moat ial districts, and a large majority of
the cities. Cities are permitted to do their own

assessing and collecting, but quite geun:ralq they de-
pend on the counties for these services.? great

i Exemmpl inchudes growing craps: oortkin rees
and wipe ﬁuﬁ personal property @ honseholders;
and the more or less typical exemptions of the property of

nts, peligions, charitable, and cdwcatonal insti-
tuticos; and velerans, There are special property taxed
of 0.1 percent om salvent credits baled codtom, of 1.5
percent on afrcraft other than those I:ru'nl.'ll.l by cosnenea
carress, and an " lew” fax on mater wehic

" To encourage the use of county aeessement and colls
tinm, with its ecopomy and copvenience, by the mincrity
af municipalities that still perfosmed this function in order
to obtain more taxing powes than they would have under
the county bevel af pssesment, o low of 1061 provided
that “any statu tax rate lImitation to whith & gen-
eral-law city i3 subject is automatically increased, when
the city transfers ity assemsmest and collection funciions
to the county, in whatewer proportion the asessed value
af property on which city taxes wese cxterled cxceeded
the aseessed value of that property for county fox purs
pases in the last year for which the city colleeted s own
property taxes”  [Califormia Stete Boaard of Equalization,
Arnnual Report, 196061, 17.)
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majority of the eounties have the requisite size and
Tesourced to maintain adequate asessment organis
zations—41 have populations over 20,000 and only
7 under 10,000,

County assessors are elected for 4-year terms
Under this method of selection some of the counties
fail to get wechnically etent assessors, but in
mamy counties the assessors have professional quali-
fications and become career administeators through
repeated reelection.  In some counties professional
confinuity i achieved by a procedure under which
an assessor planning retirement retires before the
end of his term, necesitating appointment of an
assessor for the unexpired term by the board of
supervisors, who almeost invariably appoint some-
one from the assessor’s staff, In a recent election
only one succesaful candidate came from outside the
fratermity. According to Cuthbert E. Reeves, wha
Ellérr_'g:]-'eli all the county assessment arganizations in

58:

Almost without exception, the elected assessors dis-
p]n:rHEirtu inerest in their tasks, Somse have a Back-
R which gives them special qualificstions, but
regardless of background, n.ﬂrli:'un.ll tvinee keen under-
etanding of the basic element in appraising and & some-
what surprising  famiiarity with the recommended
trchniques.  Where the impartance of amesing warrants
having a considerable stadf, the assessors seem to have been
saccessful in recruiling wery competent men for the key
positions.  As o generality, my siaff confirms my owa
corviction that the guality of perscneel dn thee offices
definitely is superior to what s found in mose stapes®

State Orrganizalion

The State’s share of property tax administration
is the responaibility of the Board of alization, a
constitutional agency of four members elected by
districts for d=-vear terms and, ex officio, the State
controlier, This beard, created in 1879, now ad-
ministers State taxes ykldi:fldtlm o three-fifths
of the State tax revenus in addition to its property
tax responsibilities. The latter include {1) assess-
ment of all milmoad and public wility property for
Iocal taxation; (2) interdistrict equalization of
assessments; and (3] provision of supervisory and
technical aid o county assessors,

The board's administeative organization, undes
an executive seceetary, includes two major line
divisions or du'pa.rtmul‘l.ls, one o adminnter basi-
ness taxes and the other to administer property
taxes, The Property Tax Department, headed by

! Cuthbert E. Reeves, “Local Assessment of Property,”
Comsultants” Report Mo, 3, in Emal Report of éke Joinf
Interim Commitéer on Asserrmenmd Prackices o the Caldi-
formia Legiiature, May, 1959, p. 334,



CATIFORMNIA

an assistant executive secretary, operates through
three divisions, each identified with cne of the
partment’s functions—the Valuation Division, con-
cerned with central assessment; the Intercounty
Eqﬂua]':mtlnn Divizion: and the Assessment Stand-
ards Division, concerned with aiding and improwv-
ing Jocal assessing. The Property Tax Depart-
ment's staff numbers about 160,

For the State gpovernment's share of properiy
tax administration, Califormia’s ex itire B
rather modest. The Board of Equalzation's total
expenditure for this purpose in fiscal 1960-61, in-
cluding the expenditures of the Property Tax De-
partment and the department’s share of central
staff overhead and services of oiher State agencies,
was $1,850,900, of which intercounty equalization
accounted for 44 percent, central assessment of
railroad and public utility property for 35 percent,
and aid to county assessors for 21 percemt.  This
expenditure amounted to 11 cents per capita and
0084 pereent of the year's total lecal tax levies om
mgubt rty of $2.196 bilion. The amount
was small, but, as will be shown, the benefits wers
large.

Beard ¢f Eqmalization .&hﬂ#‘l’hﬂ:.l Er#wi,r Taz Depariemi,
[Te theusands of dellass]

Brsrd Tistlireet “Traal
Division capendi- | expendi- | expenedi-
tares flres Tared
Assesamsent standards. | £1T1. 8 £39. 8 LY R
Equalizatdon., , ......... TAT. 0 HE R B9, &
Valiation. _ AT7. 7 (L i3, [
Togal. . .oovenn ... .: 1, G846, X 187. 5 | #1,4880, 9

! Exclisdes £170, OM af reimbursahle costs for mapping.
PEncludes $22 841 of reimbursable costs for maikng
timber appraisals for counties included in fisst v columns,

Soarce: California Baard of Equalization, Anmmal Re-
port, 196061, table 34,

State Aid for Loeal A!ﬂmil‘.‘lﬁ

Californiz has not permitted its zeal for inter-
area equalbization of sgessments to obscure the more
basic need for equitable primary assessing. The
Division of Assessment Standards was arganized in
1938 primarily to aid the elective county assessors
in achieving high-quality assessment, and its ac=
complishments have well justified its creation,
While the State Board of Equalization lacks the
broad supervisory powers possessed by the similar
agencies of some States,* the Standarcds Dhvisian

“The board’s powere are largely advisory, though for
purpesss af intercounty equaliztion it may osder andform
percenlage increascs or decrcascs in a countys total
assesmment rall,

works closely with the Standards Committee of the
State Association of County Assessors and its pro-
fessional advice and aid are widely accepted,

In I:-M[‘_.' POSLWRAT YEArs the divizion created o
broad foundation for a statewide program by &
notable survey, authorized by legislation in 1947,
of each county assemment district in the State, D
determine the adequacy of the procedures
practices employed by the assessor; the nature and
extent of the county's taxable resources; the volume
of assessing work called for; and the requirements
of the assessor, in equipment, personnel, and funds,
to do an adequate job. The initial project ine
volved severa] vears of painstaking work, and simi-
lar surveys, upon request, are a continuing feature
|:|dI 1:|'||: di.\-'irim's Programn,

Each survey, as completed, was published in
attractive form with supporting maps, tables, charts,
and diagrams., Given in precise form were the
county's econormic characteriatics as they aMected
assessing, the special features of the asesment
load and the amesing methods which they called
for, the office space reguired, together with an
efficient layout of furniture and equipment, specific
map and record system requirements, an organi-

zation chart with an explanation of personnel
necds, and detailed annual budgets projected for
5 years. The entire presentation vielated the wsual

rules by being intelligible and interesting to lay-
men a5 well as technicians, The reports went to
the amessor, county officials, and leading citizens
as & basis for education, discussion, and conference
with State board represntatives, and were influ-
ential in upgrading the assessor's office in numerous
coumnties,

Functions of the Division of Assessment
Standards

The awerall am of the Assessment Stand-
ards Division includes general advisory services,
compilation and publication af manuals, schedules,
forms, etc, valuation research, roview of claims
of organizations for tax exemptions, and contract
mapping and timber appraisal services. For the
performance of thess functions the division had
an authorized technical stafl of 23 in 1962 (with 5
vacancies at the beginning of Gecal 1962-63), not
including techniciang in the contract services, This
technical  staff  includes specialists in building
costs, record systems, and appraisal of urban-type
realty, rural-type realty, equipment, inventories,
and other personal property, and induostrial, water
supply, mining, petroblenm, gas, amd  dmber
property. f PO - .

The division's adviecry services inclade, in addi-
tion to the handling of innumerable inquirdes, ex-
tensive field services such as on-the-job training of
AESPERATE M :.'J:l:::i.a.'li:e& work and Eroup training
couraes in a variety of fields throughowt the State,
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aid in solving technical appraisal problems, consul-
tation on equipment, el and reappraizal
Emh]m, and conduct of special surveys for in-

ividual counties. The division fpm'tll:apatm in
numerous group and regional conferences and in
the State board’s annual confersnce with assessors,
An inservice training prograrm is maintained for the
division's stafl, including training in the instruction
of assessors and wse of instructional materals

The publications of the division lor the puidance
of assessors include an Assessors’ Handbook, a series
of appraisal manuals, nomerous cost and price
schedules, and various statistical reports. “The hand-
book, covering every phase of the assessos's job, is
umder constant revision, as ame the division's ather
publications.  Ilustrating the anouwal publication
schedule, the following matenal was revised and re-
sgwed in fiscal 1961-62: Qualifications for Asses-
sors, Machine Prepared Roll Procedure, Data Proc-
ZTH ui nt and Procedurs, Sales Ratio
Btudies, Building Cost Manuval [Part 'V, Rural),
Appraisal of Residential Personal Property, Farm

obile Equipment Cost Data, Commercial Bquip-
ment Cost Data, Industrial Mohile Cost Diata, Ves-
gel and Boat Manual, Boat Cost Data, Airplane
WValuation Data, Valuation rescarch is carried on
in comjunction with the preparation of publica-
tions and in developing solutions for special ap-
praisal problems,

A mapping section of the division prepares tax
maps for countics under contracts providing for
actual reimbursement of costs to the Btate.  While
standard tax maps are not a legal requisement,
a great majority of the counties have such maps,
aboet half of them supplied by the division. The
division also initiated a comtract timber a al
service in 1960 which was being wsed by four
counties in 1962

Review of exemptions. The Board of Equali-
zation iz required by law to review all claims by
organizations requesting exemption from taxaton
under the wions of the welfare exemption sec-
I'inn -ud: l.h-g Emke l.'.muﬁtulinn a.n-d s send 1ts findi
to the county assessors for their consideration.  The
Driviston of Assessmeent Standards, which pecforms
this function, processed 3,092 claims in fscal 1961
62, incleding 241 new claims. O the new claims,
the division recommended appeeval of 120 and
dental of 1182,

One of the numerous wsefully informative fea-
tures of the anfiial reports of the Board of qu.r.a.]i-
zation is the statement, by countios, of the mumbser
and assessed wvalue of weterans', church, college,
and welfare exemptions, and of the total value and
its percentage relation to each couniv's tasahle
assessed valuation. Tn fiscal 1960-G1 the total ex-
emption for the State was 1.6 billion, or 5 percent
of the taxable valuation, but the range for the
3B counties was from 0.7 percent o B.2 percent.
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The Benefits of Supervision

Im 1958 a Joint Interim Committee on Asspss-
ment Practices of the California State Legislature
retained Cuthbert E, Reeves, nationally known
consultant on pro appraisal, to investigate and
report on the quality of Incal ascsing in the State.
Reeves and his staff reviewed the assesment ratio
studies and other relevant data of the Board of
Equalization, utilized the findings of the committes’s
statistical copsultant,® conducted  independent
mssezzment-sales ratio studies, and made feld sus-
veys of all county assessment districts to determine,
firsthand, the methods, procedures, and capabilities
of the county asessors and to evaluate the quality
and effectiveness of the Assessment Standards Di-
Vision's SUPSTVIEOTY SCIVICES

In submitting his report, Reeves stated, "M
statewide investigation of assessing procedures
assessments and of operations in the numerous
county asseasing de fits has comvineed me that
the standard uniformity h&in.g' attmined in Cali-
fornia definitely is higher than T have found in other
Srages ™9

Reeves emphasized that this judpment was rela-
tive, that assessing in some counties was substand-
E‘d. and that thers was mﬂi wariation in the level

pesessment among classes of property.  There was
& tendency, he found, for farm rty to be as.
sessed-an-the bowest-level for the assesment of com-
mercial classes of ty to be high, for higher
assessing of higher valued property in the residential
and commercial groups, and for less uniformity in
the assesement of personalty,  Summing up the sit-
uation, however, he said that “it a t there
is a reasonable degree of uniformity as to intra-
county assessing,” and that the findings—

. - « all warrant the conclusion that in meost of the counties,
rensanalbde consistency ils in the assessing of individ-

usl parcels within a class, and that the disparities between
i.‘;]a.u:iu of property may be explainable if not fully justli-
abrle.

One important purpose of the fisld survey was
to get the county assessors” appraBal of the services
rendered by the Division of Assessment Standands,
In the words of the report;

The great majority declased that It has been the chief
factor in promoting notable progress throughout the State.

= lew reservations from enthusinstic, wholssale endore-
ment were from some rusal countles which fnd the teck-
migque too detadled and generally bevond their require=
ments.  Another “complaiat’’ Il s ean be so tcmmed,
is that solving of gpecial someetiees Bas bo waly
bevaase the DAS perionne] available for advisory service
ore foo few in number to meet the demand *

*Sve Dr. George M. Euinets, Report No. 5, in Final
Report of the Joumt Iatorm Cosmittes, 1959, op. @i,
P, 38530,

: Reevis, ap, :!'E., ps.'i.';lﬂg-.

Resves, ap. &0, B,
* Recves, -n'g. il :, 435,
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“The counties in which the greater degree of
uniformity is found,” the Resves report continues,
“are mostly those which have progressed furthest
in the adoption of state-approved appraisal meth-
oda and the intelligent application thereof and a
few others where standardized procedures were
evolved many years ago”® It was also Reeves'
observation that “The number and magnitude of
inequitics that arise from intracounty lack of equali-
zation in asesment of ordinary property can be
minimized by continuation and augmentation of the
State Board of Equalization supervision and asaist-
ance program,” 19
Further evidence of the well-above-average qual-
ity of local assessing in California was disclossd by
the assessmient-sales ratio study covering 1,263 s
lected assessment districts in 48 States conducted h%
the Census Burcau in juncton with its 195
Census of Governments. The coefficients of dis-
persion (or indeees of mequality) in the assess-
ments of gingle-family houses wers Below 20, a
range comsidered to indicate good to high-quality
asgessing, in only 20 percent of all districts, but were
in this range in 38 percent of the 34 California dis-
trics included in the study. In the comparison of
districts over 50,000 population, Califorma made a
still better showing. The study covered 395 such
districts, 27 of them in California Of the htt-x;f.
13, or 4% percent, had coefficients of dispession
20 or lower, while only 20 percent of the other
districts were in this classification.'*

Interdistrict Equalization

Intercounty equalizmtion and equalization be-
tween State rty amesments and local propercty
ascsements have besn continuing concerns of the
State legislature, its interim committess on taxas
tion, and the State Board of Equalization in post-
war years, both issers having taken on mew im-
portance, While the State discontinued it
use of the property tax in 1910, the equitable ad-
ministration of a school foundation £~
acted in 1945 depended on sound intercounty
equalization of assesaments to prevent competitive
undecassesament. Tax and debt limits geared to
assesied valuations also needed to be given uniform
atatewide value, as did tax exemptiong for veterans
ard t o the needy aged, blind, and children
that f:-dn means tests related to assessed waluation.

The central amesment of utilithes, tor of
the problem of equalizing State and FLIE
raeqts, had it ocdgin in a provision of the comtite-
tion of 1BTY for State assessment of certain kinds of

mntercounty railroad iy, In 1910 the rral
property tax on p-uI:Ju.-.: utilities was r:ph.uﬂ}- an

® Retves, of, ot @ 390,
¥ Ibid., p, 207
B The source of these dada s U5, Bureay of the Census,
Taxable Properiy Falues in the L'nited States (1957 Cene
rus of Cropermments, wol. W), tables 19 and 22,

“in lieu™ gros receipts tax; ' but a constitutional
amendment of 1933 removed this tax, reimposed
on public utilities a general property tax for local
use, made the State Beard of Equalization responsi-
bie for assessing most classes of public utifities, and
provided that: “All property so assessed by said
board shall be subject to taxation to the same ex-
tent and in the sme mapner as other property.”
(are. XTTT, sec. 14.)

The State constitution provides that “all prop-
erty subject to taxation shall be ascsmed for taxa-
tion at its full eash valoe” {art. X1, sec. 12) ; that
State and county boards of equalization are em-
powered to make the asessment roll conform to the
“true value in money” of the property it contains
[art. XIII, sec. 9); and that the State Boand of
Equalization shall asses p within its asscss-
ing jurisdiction “at the actual value™ of such prop-
erty [art, XIIT, sec. 12]. As in most other States,
the assessing practice tends to be rervote from the
legal requiremnent, thereby complicating dee peob-
lem of equalization.

In carrying out its new assessment responsibilities,
the Btate Board of Equalization announced that it
was asessing public utility property at 50 percent
of its market value, and in each of the 3 years 1935-
3T required percentagre adjustments of many coun
assemment rolls for the purpose of intercounty an
Smatc-county assemment equalization,  The resule-
ing uproar of complaint discouraged the board from
issuing further equalization orders, and from 1938
to 1949 it merely met the formal requirernents of
the constitution by declaring each year that all
properly assesiments were equalized as assessed.

In the meantime, the new school foundation
program had created an wrgent need for inter-
county cqualization, the level of local assessments
in many areas was failing to keep with rming
wartime and postwar property w-] wes pnd appar-
ently falling Farther and farther below the 50-
percent level at which the Board of Equalization
stated it was asesing public wtility property, and
sommes ol msenmeors wers -tﬂl:'l'l.tl'l.diJ‘!E' that il actual
level of public utility assessment was materially
lower than that stated by the board, “Perhaps the
most significant element in the charges and
countercharges during this period,” according to
one commmentator, *was the alsence of any large
hady of factual evidence to support one or the
cther argument,” ™

H inen there wils B3 to be a relaticnship between
the rases of thi tox the rates of becal praperty taxed,
the State continued to have an adminsstratbve Interess in
the larier, moking studics from time e o to determine
whethar the proper relaticnships were being preserved.

= Laglie E. Carbert in Report of the Senate Interime
Committee on State and Local Taxation, Part 6, Prop-
erly Aseerrmenis and E‘gﬂ:uﬁmﬁuu in Californis, 1953,
p. 18, Ineh | (pp. 1-20) Carbert reviewed the entiee
hackpround of the Ell::u.l::': problems of ascasment admlnis-
ErlHee,
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In an attemnpt to solve these equalization prob-
lema, the 1949 session of the legislature enacted a
law i specific adminstrative nstructions (o
the State rd of Equalzation, The board was
to conduct annually a sample survey in each county
to deieemine the relatdonship between the asessed
and market values of Iocally assessed property, and
was also to determime the stateswade VeI ratis
of assessed to market valee for such property,  For
these determinations the board was directed to
consider sales and other appraizal data “compiled
by appraisers competent to deterroine accurately
the market value of the property.” The law in-
cluded provisions for equalizing the assessment
ratios ﬂFS’tﬂﬂ: assessed and tﬂli-ﬂ-?l:ﬁ' amsessed prop-
erty in tach county and for providing more eguita-
hle allscations of State aid whers assessed valuation
was a factor,

The adeption of this 1949 legislation stirred
widespread concern that the payment of la
amounts of taxes would be shified from the ]'JuhTE;
utilities to other taxpavers, and the law never went
inte efect. The 1951 legislature postponed its
application for 2 years, a3 did succeeding legisla-
tive sempions, until it was repealed in 1959, Before
the irg‘i;ln_ti.'m actson of 1951, however, the State
Board of Fqualization had completed the man-
dated sample survey, thus laying the groundwork
for what has become an outstanding intercounty
equalization program.

The Intercounty Equalization Program

Under the State comstitution [art, XITI, sec. 9]

« - . Btaie and county boards of equalization are hereby
authorized and empowered . . . to increase or lower the
emliny  assessmeent rodl, of any  assesenemt  confnined
theereim, s¢ a8 1o equalize the nssessment of the property
comtamed in sald sssesmment roll, and make the seess-
ment condform te the true value in maney of the property
contained in said roll;
The courts have keld that this section ig o be read
distribuztively, thus avthorizing the State Board of
Bqualization to increass or lower the entire asses-
ment ml] al a.n].- n;!unt:.r Tt Tt thl: wrchivedwal
pesessments, and & county board of equalization o
increase or lower individual assessments but not the
entire roll. In 1939, while repealing the compre-
hemgive 1949 variable-ratio method of equealization,
the legislature introduced a vanable-ratio method
of intercounty egualiztion for school purpase,
The board is required to certify to the State The-
partment of Education a factor for each county
[the statewide average asesment mtio divided by
the county ratio), which i wsed to adjust county
assessed values to bases for distribution of State
aid to school distdets and repayment of school
comstruction loana.

The furnction of the II'I.‘bEI.'\vI'."ﬂIJ:I'H:r Equa.]i:ar.{m
Dibvision of the State Board of Equalization is to
measure the average asesmment level of ecach
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county annually, primarily to enable the board to
take such action as &5 required to bring the assess-
ment levels of the 3B counties inte reasomable con-
formity and to enable the State Department of
Education to make an equitable distribution aof
school egualization aid, he division performs
this function by means of sample assesment ratio
surveys.  The work is done by a staff of aboug 60,
operating through 5 field offices, at an overall
annual cost of upward of 300,000,

first asscsament ratio study was complebed
in 1951, but not unil 1955 did the cedure be-
comie fully ﬂt:re:'a.iivt for Emwnee o gqualinﬁnﬂ
orders, and not wnti]l 1956 did it take the form in
which it has since been continued and refined,
The basic featurss of the procedure were written
into the statutes in 1959,

The board's painstaking efforts over a period of
vears o develop a reliable method of mmmd.n%
assesarment levels give significance to the specia
characteristics of the procedwre that has evolved,
particularly to the rigorous statistical techniques
that are applied. The main features may be sum-
marized as follows; 1

Use of appraired palues. In its sample surveys
the board relies entively on appraised values, rather
than on sales prices or combinations of sales prices
and appraised values, a3 s customary in most other
States. The work i done by a carefully trained
stalf of appraders, who use the best professional
techmicues,

The board's objections to measuring assessment
levels by comparing assessed values of real prop-
erties with their sales prices are that {1} sold
properties de not constitule a troe cross section of
all locally assessable property; (20 the clice
ignores 1 property; and [3) the sales price
may oot reflect the actual monetary valus of the
property, as when, for example, the seller takes as
part of the purchase price a second mortgage worth
comsiderably les than its face value. Ronald
Welch, who directs the P'I'I:Pf.l.‘l.‘:.l' Tax IJE]::l.rtmmt,
gays: 1t
. . . of course our appraisls are necessarily subjective, and
those who Mendpialﬂazumnl nﬁ-u:: mﬂrj:d of
our methad for this reason. I can assure . hiowrver,
that ouar appraisets do 2 very professional job ond thar
they are thorcughly dedicated to the positon  that

maler prices are the best evidense of value, Each year
fi we Epo kD & Sounly e make o bew appealial sureey,

B There B littde ap-to-date published moterinl om the
procedures  follo im California’s assesoment  ratio
studies. This summary is based mainly on the following
unpublithed papers presented by Ranald B "I'l"e]l:l'l..I HAunsin-
tant Executive Secretary, Property Taxes, California
State Hoard of Eﬂlnﬁlixl.l.'iun; Hnﬂ:nrl'.'n:' Cromndy Asiere-
mend Lenelr, Movember 1960 Sampirmg for Inpseouniy
Egualization F'urjl-:r.lﬂr Elrrmllzrrr 1062 ; Expanson of dhe
Intereonniy Equalization Samples, January 1963 ; “Tread-
'!nﬁﬂ for Intercounty Egwalizalinon Purpores, September

= Cuoted from & beticr dated Feb, 26, 1963,
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we check tp se2 which real propertes that we ap-
wnﬁmﬂ!ym&u]‘qm& _I1n.11.|i|u.n-d.t|1.'_1:-:|
verily the derma of sxles and the validisy of sales prices
as_market value evidence, The ratics of the aggvegate
prices im acceptable transactions 1o aggregade apprased
valwes are quite uniformly in the 90- o Q3-percent Tange,
These fests are not very rehiable, sinee the number of
sales is small, but the results are reassaring. A 90 o
Bf-peroent range i3 good in view of the fact that the
sales have ooocuarmed wp to 3 years after the appraisals
were made and real property waloes advance rapidly
and more or less contiwously in Californin.

The tampling technique, The board wies a
random, stratified le designed to be truly rep-
rescritative of all lma.']:r arsessable tangible prop-
erty, real and personal.  The size of the sample used
for the sewveral counties ranges from 87 to 4592
properties, with the number designed to obtain
assessment ratios of equal accuracy in all counties ™
All of the asscssments on a county’s local assessrment
roll are classified in 18 stmta, 9 on the secured mall
and 9 on the unstécured roll [property, the taxes
on which are not a lien on real property sufhcient,
in the opinion of the asessor, to scure pavment of
the taxes), according to the size of the assessments,
Le, ssured roll stratum WNo. 1, under 32,000, to
Mo, 9, 33 million and over, and unsecured roll
stratum Mo, 11, under $1,000), to stratum No. 19,
85 million and over. An additional stratum, Mo,
10, is used in 17 counties for developed petroleun,
mineral and water rights. With the total number
of assessments in each stratum koown, a number
of assessments i sclected at random from each
stratum—a very low percentage of the asessments
in the low-value strata and a very high perceniage
in the high-value strata. The properties invodved
in thiz random welection are tEl:n idmﬁﬁ:d a.u_d
astigned to the apprasers for valuation,

Among the States that regularly conduct assess-
ment ratio studies, Califormia appears to be the
only State that uses a random stratified sample of
the universe of locally asessed property.  With
t'-e‘#ett tor the size of the sample, Welch states that
“We can demonstrate by standard statistical pro-
eedures that this seemingly small sample produces
highly accorate results, assuming, as we must, that
the appraised values are accurate measures of mar-
ket value,” and suggests “that small, professionally
desipned samples and more caveflul measurement of
market values will produce more reliable results
than masses of unverdfied data of limited or dubi-

ous accuracy,” ™

®The statistical tood wsed s & measore of sample
edequacy i & confidence interval; nomely, the distance
on pither side of the mean of a sample withln which the
means of other samples of ogual size would fall if the
universe were swocessively sampled an infinite number of
tams [the iems in eack sample being returned to the
universe befare the next sample i3 drawn ),

THRonald B, Welch, “Measuri Lacal
Levels Retweern Sury Years,” En_‘ﬂt
#Hon, [960, Natiomal
Chicaga, p 36,

Assrzzment
. wanid Admrnisirg-
iation of Tam Administratcrs,

Stratification by assessed value size appears to
serve well the primary purpose of finding the re-
lation of the amessed varu.f: to the market valoe of
all locally assessable pro for intercounty equali-
gation ; but it is less helpful for intracounty equaliza-
tion than would be stratification by property-use
tvpe, a classification which the county assessors’
records do not now permit. The consultants o
the legislature's Joint Interim Committee on As-
secarment Practices in [958 noted this Hmitation and
recommended that the board require that the as-
sesment rolls show suitable code numbers and
amplify its sampling pattern to permit a determina-
tiom uE’ assessment ratio for each property type'®
This has not been dome.

Expanding the sampls. Upon completion of the
sample a igals in a county, the sample for each
stratum is separately ¢ ed to a tentative esti-
mate of the market value for the straturn by mul-
tiplying the average appraised value of the prop-
erties in the sample by the total number of assess-
ments in the stratum.  Addition of these tentative
cstimates for the 18 strata gives a tentative esti-
mate of market value for the entire Jocal roll.  This
figure is then adjusted as follows. The average
asessed value of the property in the sample is ex-
panded in the same manner, and the expanded fig-
ure 5 compared with the actual total assessed value,
If it differs (and it usually does slightly), the tenta-
tive market value figure i adjusted accordingly.
For example, if it & 101 percent of the actual as-
sessed value, the tentative market value figure is
divided by 1.01, The result is an estimate of the
market vahee of all locally asscssable tangible prop-
erty in the county,™

Trending,  The market value estimate thus pro-
duced relates to a lien date for which assessed values
have already been fixed, since the staff always picks
its sample from a roll that has been completed and
appraises it as of that roll's len date. e result-
ing estitnate is then projected, or “trended,” to the
current year. For example, in the 196263 fiscal
year properties in a sample are appraised at their
miarket value on the 1962 assessment date and the
estimated [962 macket value is trended forward to
the 1963 asesment date for comparisan with the
1963 assessed value, The current assessed value is
related to the projected market value to determine
the assessment ratio,

The law requires that the board make appraisals
in each county at least once in 3 vears, and that be.

:R-'EF"H_'.- op. ot pp, 323-324,

" This simplified sumsary of the espamsion proceduare
digregards the special adjuserments that are provided for—
In eountee with strafum 10 properies, in dealing with
unsepuned properties which are ﬂl?ﬁnr unasseised or are as-
sessed at |ess than §1,000, and in removisg fo a separate
straturn 20 any property in the fample that is assessed at
a ratio fo its appr walue that is o high or so0 low
ae to make it seem unrepresestative al enappraised prop-
e an the same stratum.
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tween appraisal survey years it project the esti-
mated market value from the last prior survey.
Thus in i one-third of the counties
el ot oo o st LY e
is a2 projection, and in the remaining third
there 13 & J-vear projection,

The projection is made by means of an equation
that i derived by relating the most recent ap-
i:uu-ai:al-ha:ed cafimate of the market value of
ocally assessable property in each county to three
economis indexes—public and parochial school en-
rodlment in grades 1 to 8, sales of retailers other
than service station operators and aotomohile
dealers, and wages of persons insured by the State
againat unemployment™  Since new appraisal sur-
veys ase made each year in one-third of the counties,
appraizal-based estimates of market value and 3-
year projections are available for comparizon as of
a single assessment date.  Given overall perfection,
the two estimates for a pven county would be
equal. In practice there has been a reasonably
satisfactory correlation, though with the new ap-
praisal-based estimates tending o be higher than
the projected estimates, particularly in the small
comiTities,

The procedure followed by the board in its ap-
praisal surveys recognizes explicitly that—
Market walses must be relatsd fo pssessed waloes that
were made prior to the time the marker valiees hecame
kncawn #o assessors if the assesament level is bo be measared
with any pssorance of actaracy.™

Appraising pro in a sample taken from a
cﬂglm]:?lﬂ::d afmimmp:?rﬂm and as of the preceding
lien date, it abo is ible, without danger of
baasing the sample, to inform assessors of the prop-
erties in the sample as soon as they are selected, and
of the appraised wvalues as soon as they are
established.

Disclosure of data. By board policy and by law,
the assessor is given an opportunity to examine and

= Additional adjustments are mads in coamties with
AP iable timber nnd petrolewm rescurces.

i timg om such comparizon in September 1961,
Bonald Welch said: "We have yet fo get a perfece fie,
bat we have had many near misses and encuagh mashits
to dizpel any complacency that we might otherwize have
acguired, In our 5§ vears of experience we have est
lithed beyond dowubt (uj:l that our new apprascal anrwag:
tend vo produce higher full value estimates than wers o
tained by trending, which s to sy that sur trend Hiees ore
wsually ot steep enoush; and (&1 that the wnderestima-
tion of full value by trending {Bence, the averstotemnent
of the assssament ratia) tomds io be grenter in small coun-
ties than in lasge cnes, . .,

“The degree of misfit has been decreasing owver the

i several years, and we hope that it will costlses @

ecrense for several more vears, There e, of course, an
irreducible minimum, and we bave ne idea now how
amall thiz may be, . . ™ {':'"Tr'.ertdirtj’" Jor Inferzoumnty
E-]'_u-u'fr'tnn'-?n- ripaidd, -piz:-l_-ur-’:-
Wielch, “Meniuring al Assemsmeent Levels Between
Surviy Years,” of. il p. 5. See, alia, California State
Board of Equalization, daresl Reporr, 1935-56, p. 5.

16

discuss the appraisals with the board's appraisers,
and the subsequent equalization procedures are sub-
ject to check by the assessor at every stage and by
the public at several stages. The board must trans-
mit premptly to cach county asessor the computed
patie of asiessed o mearket value for his county,
and also advises assessors in advance of the prob-
able markes valoe in erder o aid them in con-
forming to the required assessment level,

The board is required each year o prepare pre-
liminary tabulations, open for public inspection,
showing for cach county the year's asscssment ratio
and specificd data relating o s dervation (in
such a way as to prevent dentification of individ-
ual pnn:li:l. Each assessor is then given an
opportunity to discuss the tabulations as they re-
late to his county. Following any adjustments
deemed necesary as the result of such discissions,
the board i required, oot later than a specified
date, to make the tabolations available for public
inspection and to publish the asesment ratos for
all counties, Publication of the ratos, authorized
by the legiclature in 1959, had been widely op-
posed by the assessors on grounds that it would
owerstimulate appeals from assessments: bot thus
far there has been no such result.

Egquelization orders and the toleramce zome,
When the State Board of Equalization made its
first assessment tio survey, o 1931, it found the
statewide ratio of assessed 1o market value of locally
assessed tanpible property to be 28 percent and the
range for the individual countics to be from 17
percent to 32 percent. By 1955, when the board
first issued county equalization orders on the hasis
of an assessment ratio survey, the statewide ratio
had declined to 22.1 percent.  With equalization
at mmarket value impracticable, the board obtained
the opinion of the State amorney general that it
could equalize at the statewide average and decided
that 25 percent would be a pood standard, It
decided, also, that a tolerance mome centered on
the 25 percent standard, was desirable and issued
equalization orders only to the 14 counties whose
asseisment ratios were below 3 percent.

Subsequently, the board has eentered the toler-
ance zone, which it sets each year, on the statewide
average, The averages in 1956-61 remained rela-
tively constant, ranging from 226 percent to 240
percent and standing at 23.5 percent in 1961, The
tolzrance zone has been narrowed, but the assessors
hawve become highly sensitive o the resulis of the
ratio studies and make special eforts to beep within
zone lhnits, In no recent year, until 1962, when
it issucd two orders, has the board foumd 8 neces-
sary bo msue more than one equalization order,
Considerable legal formality surrounds the issuance
aof such unﬂml im:]udi:ng the ﬁgFlt of a county to
a hearing before the board at the State capitol,
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State-Local Equalization

In the central assessment of railroad and public
utility property, the board is responsible for deter-
mining the market value of the n:ﬁu-r.ies, equal
izing their level of assessment w.i& at for locally
asmewed property, and allocating the assessed wval-
uations of the unitarily asssssed operating projper-
ties among the local taxing districs.

The nieal work of raisal and allocation
is done by the board's Vn:jl:r-r;tinn Division, which
has for this purpose what probably is the largest
technical staff among the States, There are a
total of 63 positions, 30 of which are concerned
with allocation. According to expert evidence,
the division has been functioning with notable
competence,  Two  comprehensive  independent
surveys in recent vears have made suggesticns for
improvements in certain techniques and proces
dures, but have recognized the good quality of the

ration.™

In the mefinement of formulas for detcrmina-
tion of the unit valuation of operating property,
the Valuation Division in recent vears has evolbved
& productive method of deriving the income fpuse
used in income capitalization as evidence of value.
Irstead of using the orthodox capitalization of a
utility’s met income after deduction of all expenses
excepl intercst charges, the division places its main
emphasis on the results obtained caEﬁﬂiHnﬂ
income before interest charges, depreciation, and
corporation income and property taxes.®  Among
other fields in which the Valuation Division has
been doing distinguished wiility valuation research
iz the perplexing one of allscating unitary valoa-
tions 1w the local taxing jurisdictons, In Cali-
fornia this means over 5,000 taxing districts and
over 16,000 code areas or tax rate areas. O, M.
Chapman, in recommending further experimental
studies of method by the division, observed that
"Probably it would be far more logical to eliminate
intrastate allocation and to tax state-assemed prop-
erty on A statewide hasis™ ™

While the WValuation Division and the Inters
county Equalication Division have been Fr]'nduci
reliable data that faciliiate the equabzation o
assessments of State asesed and locally assessed
property, the State Board of Equalization itself ap-
parently has made little cffort to equalize the two
levels of asmessmdent. For a nomber of years the

® Leslie E. Carbert im Report of the Sanate Interim
Corneitter en State ardd Lescal Taxation, Part 6, 1953,
Ivisoes 11 ned I00, ap, o, aed G M., Chapman, &
Survey of State Assewmment of Properiy,” Report Ne, 2
in Firal Report ggﬁ-éu! Tndarine Oominidiies or Aineis-
mend Praociicer, 1 5-1:; cif.

* For description justification of this method, see
Ronald B, Weleh, "Befinements in the Caplizllzotion-of-
Earmings Approach to Valuation of Puablic Utilities
wrties,” in Natiemal Tax Association, Proceedings of the
dfl Amnual Conferamce, 1955, pp. 09-108.

= Chapman, op, <L, p, 225,

board has had the evidence of its Intercounty
Equalization Division's surveys that the statewide
assessment level for assessed ety is be-
low 25 percent of market value, but it has contin-
ucd to asess public wtility property at close to twice
the local assessment level, )
The Joint Interim Committes on Asscsment
Practices, reporting to the legislature in 1939, aaid:
State-amessed i being assessed at levels ap-
proximately twice the statewsle sverags for locally assessed
property. It is appraised for sssessment purposes in the
manner generally accepted throughout the countey for
utilities &nd raflrosds, !
The present coestifstiona] requirements that all tax-
able property ‘shall b taxed in fon to Fts valwe®
art. XIII, sec. 1), mnd that atate-aessed property
shall be subject to taxation to the same extent and in
the sume manner as other property” (act. X1, eec. 14}
are dleacly belng wickated ™

Duite understandably, the board fell into this
predicament in the postwar inflation when the mar-
ket value of ordinary pr WAE TISINg MOTE rap=
idly than that of utility property because of the reg-
ulatory restraints is on the latter, and local
ARIAREOLT WETE dnul'.-tm_g the wvalidity of the mﬂ.[‘il‘lg
walues of the former and [ailing to advance assess-
ments accordingly,

When the magnitude of the discrimination was
dizsclosed by the board's first asscssment ratio survey,
it was clear that the law was being viclated ; but
it was also elear that any abrupt rectification of the
situation could have a dismuptive effect on local
governments that were matertally dependent on
taxes levied on public utlity property or were al-
ready pressing againat their tax rate limis, There
was 0o public enthusiasm for enforcing the law,
a feature that might be expected to cary some
wreaght with an elective regulatory board ; and these
Wils SOCTIE ;Eg:i that for regulated mnnc&pﬂl}f ene
terprises, entitled to earn a fair return on thetr in-
vestments, no material hamm was imposed as the
tax was passed on to their customers.  The raal-
raads enjoved no sech advantage, however, and
the electric and gas utilities were concerned over
the warcgulated competition of residual fuel oil aod
I::L:-l:-l.':-:f."nlp'[ |‘.'r|.|.'|:||1'r.'|'!.- m.'n'rm:[ cntmpr'ﬁ:a.

Interim atudy committess of the legislature, par-
ticularly those reporting in 1953 and 1959, have
given the problem s=arching attention and proposed
soluticns.  In response to an inguiry addressed by
the chairman of the Joint Interimn Committes on
Assemment Practioes to the chaimman of the State
Board of Equalization in 1958, the laner explained
the difficulties involved and sugpested that—

This corrective petbon might well follow the pattern ander
which the diflerences in assessmeent practices deseloped.
Az we have indicated, chis seems to ﬁl:m: been a matier
af gradual change occurring for the most part during a
Il-vear period beginning in 1939, Tf «limination of i
equity could he achicved an & gradusl basie during a like

B Einal Report, ap. cit., P 12,
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period that would seem prefesable to any drastie change.
Reduction in the ratic of assemcd value to market value
of state-amessed property might be accomplished ag a
Tate nod excseding £ percentage points in any year™
This plam, similar to one carded to completion over
a M-year period by the Oregon Tax Commission,
has had subsequent discussion but has not become
an officially declared policy of the board.

The Joint Interim Committes’s technical con-
sultants, Chapman and Reeves, concurred in pece
ammending the setting of a uniform standard of
asscaament above the existing statewide level of local
assessnvents and below the level of Btate assessments,
with gradual transition to the commeon level over a
I0-year period.® The committes’s own recormimen.
dation was for a constitutional amendment requirs
ing the assessment and equalization of locally as-
sessed property at 25 percent of full cash value, with
equalization mandatory outside of a range from
25 percent to 275 percent; and requiring the
board 1o assess the property owned or usad by rail-
road, express, and spocified types of car companies
at 25 percent of full cash value, and to amess the
property owned and used by telegraph, telephone,
electric, and gas utilities at 50 percent of full cash
value® None of the forepeing recommendations
has been adopted and equalization of State and
local assessments remains unfinished business,

Review and Appeal

The 1959 report of the Joint Interim Committes
on Assessment Practices directed attention to the
serious shortcomings of the State's provisions for
the review and appeal of assessments.

L. In the firsst place, the authority for adminis-
trative review of primary assessments is deficient.
The county boards of equalization can change in-
dividual assessments on appeal, but they have no
authority to bring the amesments of diferent clases
of property into unifommity by ardering the increase
or decrease of the level of asesment of all property
of a class or type. Thie Siate Board of Equa'l'lx.atim
can uniformly raise or lower a county’s entire locally
assessed, secured moll, which has no effect one way
or the other on intracounty uniformity of assess-
ment, The board’s assessment eatio surveys could
be made highly effective tools for intracounty
blzlua.lj:aal.'mn if thie board had more :dﬂq:mtﬁ SUpET-
visory authority.

2, In the seccomd place, the appellate Tacilities
available to the ag'grimn:ﬂ taxpayer fail o offer him
a satisfactory remedy.  The county board ef super-
visors s ex officio the county board of equalization,
which is authorized o hear taxpaver appeals from
their assessments, The commities characterzzed
thes= boards as follows:

M Final Report, of. cib, po 127,

® Ibid., p. 169,

= Final Hepord, np. £it, pr 15-15,
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The ecunty boards of oqualization, composed of mem-
bers of the county boards of supervisons acting in an ex
aofficio ra]:!ll:iq.'. sometimes show litde enthusiasm for thedr
equalizatton work. It & ot best an added, sometimes

un];]u.l.uut duty. The are often complex and
wechnkbral. In such 2 suatien the boasd members are

apt to sapport the asseassor om the grownds that ke =
supposed 1o be the aathorty. “We have confidence in
cur awessaer’ {x prohably the most frequent responie of
wqualizaticn board members to questions about their work.
Bach eomfidence, of course, i complimentary and wsually
well deserved, but in many cases it covers a less iham
ﬁ:b]: amount of inguiry on the part of board mem-

There has been increasing disatisfaction with the
ex officio county review boards, and in 1962 the
voters approved & constitutional amendment em-
powering the legislature 1o authorize boards of su-
pervisors in counties of more than 400,000 popula-
tion Lo create boards of tax appeals to assume the
functions now peclormed by the ex officio bearnds.
A ool mid-1963, no action had been taken, or was
in gight, under this amendment,

There i no provision for appeal from decisions of
the county boards of equalization to a State board ;
appeals must be to the regular courts, whose con-
cern B primarily with questions of law and which
require the taxpayer to prove constructive frawd
on the part of the assesmor,  Also, a3 the comumittes
obeerved (in reference to the boards assessment of
utility rties], “One criticism levied against
the State rd of Equalization is that it takes ac-
tions and then sits as an appeal agency on its own
actions,™ W

4. In the thied place, until the legislature acted
in 1959 to require regular publication of county
pseessmmenit ratios by the State Board of Equaliza-
tinn, the taxpayer lacked reliable information as
to the prevailing level of asssment in the county
that he could use in evaluating the equity of his
amessment and in preparing an appeal to the county
board of egualization. Although the legislature did
not adept the recommendation of the Committes
om Ammsment Practices that the county average
be made prima facie evidence in appeal cases, 1ts
provision for annual publication of the data was an
important step in vitalizing the appeals machinery.

The committes said:

. » . that im all probability the appeals and review
mechinery will have fo be strengthened in the future
We are recommending enly that there be full disclosure
of informaton &t the present eime, in order to give &
real test of whether the present machinery is adequats
when it iz not stalled by secrecy.™

California stands clearly among the leading
States in the quality of its assessment administraton
and in the progress made in postwar years, Ehm‘iﬂF
the respomsibility for this progress, in a difficult
period of soaring population and shifting land use,

= Ibid., p. 38
= Ihid., p. 39,
B Ibid, p, 42
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have been the willingness of local governments to
support reasonably adequate asmessment staffs, the
increading  professionalmation of the  assessment
function, the continuing attention given by the
begislature and its interim study comittees to prop-
erty tax problems, and the hjgh quality of adwvisory
service, techmical aid, and rescarch provided by the
Property Tax Dl:pa.rtmmt of the State Board of
Equalization.

That this pr-:nnﬁrem has been uneven, that there are
still problems organization, equalization, devel-

opment of adequate manhmmy for review and ap-
peal, and raising the tynlammmgmaumc
areas 13 evident from t ing SUSITATY. It
is evident, also, that :Jm:a: PIS ATE quite solve
able and that they exist in large pant through cone

tinuance of some of the outmoded crganization and
procedures carried over from the last century.
Thus, the Btate has a significant potential for ad-
\r.a:rrt.ing s :.l]r::!.l:[}r mhm.'v:l':,r favorable pqrsi'l:im i
the conduct of this highly technical administrative
funetion,
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Owver the past few years Colorade has instituted
& constructive program of State asistance to couse
thes as a nupr atep toward im tﬁmumg Eqult:,r and
Ll.l'hI.1:-|:||.'.|'||.1!.1.I in assessment, and this program 15 mink-
ing progress.  In 1962 the voters approved a consti-
tutional amendment to delete from the constinution
the requircment for assessment at full cash value,
thus clearing the way for setting a legal base for
assessing which would be both practical and cons
stitutional.

Asreprment organization  Assessing in Colo-
rade 35 & joint State-local function with the State
responsible for assessing public wtility property and
the counties responaible for Ming other tasable
property.  There are 63 counties, with 62 having
an clective assessor serving a 4-year term, and 1,
ihe city and county of Denver, having an appointive
assemenr,  The deyear term is relagvely recent, as
prior to 1954 the regular term was 2 years.  Salarics
are controlled by Srate lepislation which approved
an increase in 1954 and again in 1962, The office
of county asscssor is provided for in the State constis
tution, which provides also that the county board of
comimissioners shall serve as a county board of
equalization to hear complaints of taxpayers, add
omitted property to the rolls, and equalize assess.
ments.

There are two State agencies involved in admin-
istration of the property tax, the State Board of
Equalization and the State Tax Commission.  The
board is a constitutional agency consisting of the
Governor and four other State officers—Auditor,
Treasurer, Secretary of State, and Attorney General.
The board i to adjust, equalize, rake, or lower the
valuation of real and personal property, but this
power 15 confined to equalization among counties
and classes and does not extend to the property of
individual taxpayers. The board also is responsible
for setting the rate for the State property tax, but
this has become of minor importance as the State
has been reducing its own use of this tax,

The State Tax Commission is & board of three
micinbers appbiJ'!Lud bq,' the l'.-'rnwrnnrrl:lul uncler civil
service regulations amd hnlliing office under such
regulations. The commision 5 directly re-
sponsible for the pssessment of public utility prop-
erty and it has extensive supervisory power over

*The following two sections are based largely om Fi-
Ransing Gorernment in Colorads, 19589, Report al the
Governar's Tax Stady Group.  This comprebensive study
includes a very helpful sectman on the property G,
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the asessment of other rty. The commission
[.rrrxrlb-m forms and irections :m:l assistance
to local assessors, ?ED it reviews the assessment
abstracts filed by the countics and makes recommen-
dations on the abstracts to the State Board of
Equalization. The commission has other dutics
related to the property tax, including approval of
tax levies in exccis of .uatur.ury lizmits for varous
types of local units and approval of school bonds in
]t;a-:-:ﬁs of mmhl;:lipr !firnits. l:l;DnTLn;isaaﬁn o ot
BVE re ty for taxes other than the property

sui taxes are, in general, the responsibility of
&1.-: State Department of Revenue under a director
appaointed by the Governor.

eappraisal program of 1947, The 1947 legs-
lature directed the Tax Commision to 1:|:1d-|::|1al:E
a reappraisal of all taxable propert
mission created a Department of I{ea.ppmnl fr
supervise amnd assist the county asscssors who were
to carry out the actual reappraisal. Omn the as-
sumption that the rise in property values during
the early 17403 was temporary, the commission
determined that the reappraisal should use 1941
walues as x base. A peal estate manoal developed
for wse h-!.' tEue COUnty AsesOrs vided for:
apprasal of buildings on the hasis of reproduction
at 1941 construction costs, adjusted for deprecia-
tion, obsolescence, cte.; appraisal of weban land
largely on the basis of 1941 market walue; and
appraisal of agricultural land on the basis of pro-
duction capabilities.

The reappraigal was started in the 194740 bi-
ETRFIILITEL cemtivied I:I'Imugh 1940-51., The
lepislature directed the commission to make the
new walwes effectave for the 1952 ampssment. Sinoe
the reappraisal was not yet complete, it was de=
cided to compute the a percentage of in-
crease which had been found in the appraisals
completed by that time in a county and apply this
same rate of increase to the properiy not yet ap=

praised. The net result was a 1952 State valuation
nf 3241 million eompared with o 1951 total of
%1734 million. {The 1951 total, it may be noted,
had lasn only 33 percent higher than that of
1913.)

Arsecsment moethodrs sludy.  While the 1947-52
reappraisal aided materially in equalizing assess-
ments, it alse fxed attention on rernaining dispari-
tims and raised guestions as to interclass problems—
especially on the relationship of asscssments on
public wtilities and on locally assessed property.
One problern, that of equitable assessment of houee-
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hold goods, was eliminated when a constitutional
amendment of 1956 authorized exempiion of such

and the 1957 legislature provided the
exemption, In 1937, also, ﬁwlt:g;lslmu:: provided
for two im nntmdimtuh:mdcm.kmhy
the Colorade Legislative Council, one on assess-
ment methods and one an asesament sales ratio
study, The asesment methods study was di-
vided into two arcas, general and public wtility,
and resilted In bao nEports nf ma]ﬂr 5|E'n|:|-1|:.a.n|n¢:
for the Colorade property tax,”

In its report on assessment methods, the Council
Committes said “Equalization of property tax
assessments does not exist in the State of Colorado
among counties, among other taxing districts, with-
in joint taxing districts, among classes of property
OF Amony properties within classes™  After analyz-
ing the causes of this situation, the committe: made
a series of corrective recommendations grouped as
administrative, constitufional, statutery, and other.
Pmntmg out that the Tax ﬂ-n:t'n:nlmnn using s
existing powers, could do much to improve assess-
ing, the committer propesed changes inchading:
development of a comprehensive and comistent
asiessment policy; delegation to a director of ap-
praizals the responsibility for necessary research;
recrganization of stafl to afferd dirsction of ﬁl_-lrl
men for a well-planned program of instruction,
supervision, and inspection; provision of a thor-
ough and properly graduated series of training
courses for assessors and State staff, ote,

There was one constitutional recommendation—
for an amendment to eliminate the reguirement that
property “be assessed at its full cash vablue™ and to
provide instead that assessments “shall be just and
equalized.”  An amendment to this effect was ap-
%ﬂd by the voters at the election of Nevember
15462,

Orther  recommendations, generally  involving
legislative action, included: creation of a division
of appraisals under a directar responsible to the
Tax Commission for exceution of its policies as 1o
supervision of local assessment; eladfeation of
duties and powers of the commission with specific
recommendations for such legislation; a clear-cut
requircment that county astessors assess in accord-
ance with law and Tax Commision rubes, manuals,
ete.; change in basis for assessing merchandise and
manufactures; repeal of obsolete statutes; elimina-
tion of civil serviee requirements for members of
the Tax Commimion and provision for their
appointment by the Governor for G-vear overlap-
ping terms; elimination from the constitution of
the provision for both State and county boards of

* Colorade Praperdy Awriemesd Methods, Research
Publication Mo, 57, and Peblie Eiifity Auerementy, He-
u:;;:h Publication ]"I-u 15, Colorade Legilathe Council,
15D

equalization, but provision by statute for resstab-
lishment of the county boards, with appeal proces
dure from such boards to the Tax Commission,
which would be the State agency having chief
administrative awthority in equalization.

The utility assessment report analyeed methods
wed by the commission in assessing variows types
of wtilitics and compared results with those obs
tained by use of methods followed by the con-
sultants.  The commiatbes recormmended that the
commmission change some of its methods and that
it develop a system to equalize assessments of
warious types of utilities and to equalize valuations

of weility and locally assessed propesty. The
Council Committes also p ed legislation to:
redefine the term “public wtilitn”, n:pr.u.l detailed

m.strl.ll:tm-m to taxpayers and provide that the com-

mission issue reporting instructions, ete.
The reports and recommendations of the Legis.

lative Council bad immediate and important re-
sults.  Conferences between the committes and
the State Tax Commission led to variows adminis-
trative changes and the 1960 legislature enacted a
number of recommended measures  Among the
latter were: provison for a director of appraisals
amd equalization and for eertain other new em-
plovess; an annual school for assessors, with the
eost of opeeation and instruetion to be met by the
Tax Commission and the cost of travel expenses
of amscsmors and deputics to be met by the counties:
somne reorganization of the commission; a new
definition of “public wtility” for tax purposes;
changes in information rlhq_l:lll‘tl:l to be filed by
public utdlities; elimination of some of the obsolete
provisions; am:l a substantially increased Tax Come-
mission appropriation® In 1962 the legislature
approved for submision to the electorate the con-
stitutional amendment on full valuve and it was
vated in November, The 1963 legialature catab-
lished an interim committee to work out legislation
Lo implement the amendment and a report is antici-
pated for the 1964 session,

Faler ratio fudies, In 1957 the legislatore dis
rectod the Legislative Council to conduct amess-
meznt salbes ratio studics vo cover real property other
than public wtilitics, and such studies have been
continued. The basic data are secured from con-
veyance certificates prepared by county  clerks,
recorders, and assessors and reported by them to
the Legislative Council under a realty recording act
ales enacted j.'r: 1957, Afler ]:It]i.'minn.r_y chn&ing,
most of the prospectively usable certificates are fol-
lowed up by corrempondence. The studies hove
been conducted for four separate periods, 1937-

¥The Tax Commi=ion lpwupm ion was increased
from 8144638 in 1959 to £2 14,362 in 1960, and $282,000
for 1962-61.
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38, 1958-49, 1959-60, and 1961, with the first two
]'I-'le'nnﬂ! covering fiscal years, the third covering the

E months through December 1960, and the fourth
covering the calendar year 1961, While a continu-
ation of the studies, to cover 1962, has been
authorized '|:|':|I' the 1963 ]Eginla.l:l.l.rl:I the same ]:g;is]n—
ture repealed the realty recording act which pro-
vided the raw material for the studies,

The awsessment sales ratio studies have been wsed
for two major purposes,  Resulting ratics were a
factor in the formula for distribution of State school
aid, but under 1963 legislation the mles ratio factor
was eliminated [rom the State school afd formula,
The ratio studies have also been wsed, a8 recome-
mended by the Legislative Council assessments
methods study, in the disgnosis of possble fawls
in methods of asscssment and in application of
methods,  With the repeal of the realty recording
act. it is not clear whether the asesors and the Tax
Commission will continne to have this useful tool,

For 1981 the statewide ratio was found to be 23.7
percent, with the urban fizure 27.9 percent and the
rural 21.1 percent.  Further breakdown by classes
of property s an urban range [rom 360 per-
cent for industrial hﬂ[ll:li:ig! to Thod percent for one-
Tamily dwellings {with such dwellings ranging from
T 0 mercent for those 1 to § moold to 21.1 per-
cent for those over 48 years old),  For rural prop-
erty, the classification “miscellansous meeal land with
improvements” was the highest, at 240 percent,
and “miscellancous Tural land without improve-
ments” the bowest, at 17.7 percent, while agricul-
tural land, improved, had a ratio of 21.2 percent
and unimproved a matio of 179 percent,. On a
statewide basis there has been a slight decline over
the period studied, with the ratio dropping from
28.0 percent for 1957-58 to 25.7 percent for 1951.

The county ratios for 1961 ranged from 15.0 per-
cent to 38.2 percent, but with most counties toward
the lower end of the range.  Only 19 counties had
ratios above the State fipure, and for 36 of the 63
counties, the county ratio was below 25, [Raties
were not computed for four counties becauss of ins
sufficient data.)

The ratio studies are published in two parts
summary and detailed. The summary, part 1,
shows State ratios by classes of property and county
ratims—iotal, wurban and mural—for the curment
period and at keast one prior peried,  The study uses
the intcrquarﬁt: raTne tor indicate di.'sp::'rﬁl;ln, gi'l.q'ng'
for each county, in percentage points, the “aesage
range above and below the average sales ratio with-
in which the middle half of the sales ratios fall
when armanged from low to high” Part 2 gives
details by eounties by classes of property {nine urban
amd four rural classes), piving the number of sales
in each ratio class, the average ratio and the meas-
ure of variation.

22

Appraisals and Equalization Division. In 1960
the legislature authorized the establishment, under
the Tax Commisston, of a new division to be headed
by & director of appraisals and equalization. Es-
aminations were held by the civil service comamiss
sion and Hollis AL Swett, formerdy of the staff of
the California State Board of Equalization, was
certified to the new position.  He fook office No-
vember 1, 1960, Since then there has been notable
action, including reorganization and development
of a stall to provide assistance to assessors, producs
tion of & series of manuals, development of training
EI']'.H'.H:\I!I .ﬂ.l'ld I.'I'}H:'r Hr\'iﬂ_’.:s.

The division staff, late in 1962, included a group
of consultant assessors working from field offices and
a group of specialists working from the central
office,  The consultants are located around the
State so that each man serves five to eight counties,
and an attempt i+ made to group counties likely to
have similar problers.  Each consultant works with
the county assesors, giving them aid and super-
visiom as needed, and comtributing materially to
uniformity of assesmment in his terrtory.  The cen-
tral staff members may be called on to aid in solus
tion of special problems in their respective felds,

The central staff includes sprcialists in rural
property, urhan property, personal property, an in-
dustrial enginesr, a wility and industrial appraiser,
and a statistician. While these men are available
to amist local assessors on specific problems, much
of their thme in 1961 and 1962 was spent
in the development of manuals [with sesist-
ance of the Colorads Assessors” Association) and in
the installation of procedures for the use of the
manuals. The industrial engineer has heen work-
'ing om current oost manoals, but also has been abds
ing in the asmesmment of complex induwtrial prop-
erties, and the demand for this latter service has
been greater than the time available for it. The
statistician, in effect & systems and procedures an-
alvst, i to make a study of workloads and man-
power needs in each asessor’s office.  [The Tax
Commisston has a statutory duty o make such
studies and see that each asscssor's office is properly
staffed.) Additional staff members are needed to
meet other special requirements and to keep up
with requests from local units.

Inservice training is considersd of major ome

e for local assessors and State staff members,
Schools have been held regularly, as required by the
baw rnentioned above, with emphasis recently placed
on the new mamuals and procedures.  While the
school &5 normally held at the University of Colo-
rado in the fall, & special training sesion was sched.
uled for _]anu:.r!.r in 1965 leacia.'l.'l:,' s meeet the
nesds of the newly elected assessors.

The Colorado program is still in its early stages,
but much has been a.l:rcnmp“:heﬂ and further pro-
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ress is in prospect.  Mro Swett, speaking at the
962 Conference of the Intemational Associntion
of Assessing CHficers, said; 4

Uezil recent years, badget limftations have lmited the
effectiveness of owr Tax imdon im ifs assistance
program.  The need for concerted action s pow well
recognized at all levels of gor Stade gevernanent. Our

" Hallis A. Swedt, “Technical Asistance to Local Asies-
" Assesiment Adneiwistration Tap2, Intemational As-
sociation of Assesting Odficers, lﬁﬁs, pp. 106, 107,

legislature has made the necessary funds available; our
pregram is aking shape. . . .

I sometimes feel that the property taxpayer kas become
the ‘forgotten man' i State government. [ believe chat
many of car States have been derelict |:|'|._I'J1.-|.1r red -
sibilities to the taxpayer; that ibey hove ignored ther
resporsibility &0 mainsain fair, eguitable, and uniform
nsgessieents, as required by their constbiations. . . o

Fair snd bqui;ml.e asvessments do bt happen by mere
chanee, Only a comprebensive training and asiibance
program, carelully administered at the State Jevel, can
produce sech assessments.  Swerely every State owes
mach to ifs taxparyeme
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Connecticut levies no general property tax for
Blate purposes and its share in the administration
ef this tax 15 relatively limited. The State does no
actual assessing of property, and through 1962 it
had no local fiscal aid programs that required state-
wide equalization of asesments; but the State Tax
Commissioner has general supervi authority
over local property tax admingstration.

Organization for gssessing, Assessing in Connects
icat 15 the function of the 169 lcal units. This
total, frequently referred fo as towns, Includes 17
cities comsolidated with towns, 1 borough comsoli-
dated with a town, and 151 towns, with populations
fngy g {im 1960) from 162,178 for Hartford to 363
for Unton.  These units may have a single asessor
or a board of three or five assessors, elected or ap-
pointed, and serving terms of 1 to 6 years, but with
some indefinite terms. A compilation made by the
Imstitute of Public Serdce of the University of

necticut in 1959, based on reports from 149 of
the 160 wnits, inchading all but 1 of the 52 units
then having a population of 10,000 or more, showed
the smaller units generally using part-time boards
and the larper units full-time assessors, but & nume-
ber of the smaller units alo had full-fime assesors,
The smaller towns, for the most part, elected their
aseasing officials, while all but | of the 25 units
over 25,000 population appointed them. The com-
bined total for the 149 reporting units was 97 elect-
i and 32 appointing their assessing officials in
Iﬁg. bat since then a few other towns have shifted
from election to appointment.  In 1959 & 4-year
term was most common for the group a2 a whole,

The institute soudy listed 19 separate asssssment
tools and inguired about their we by local units.
Included in the list were maps, records of varous
kinds, forms for special Barilding cost
schedules, land a]:E::'ﬂal; m;:ﬁ]ﬁ and other aids
in determining value.  MNone of these tools is pe-

uired, or supplied, by the State, but most of the
E-rgcr necticut units used a good percentage of
them, The survey found that as population in-
creasss, asscesols use moTe of the assessment tools,
In 61 of the 149 towns and cities reporting, asses-
sors used 13 or more of the 19 fooks listed, and 45
units used 10 or fewer. In tha m::.jur item: of tax
maps, the institute found 96 of the 149 units using
them, including all but one of the units over 10,000
population,

¥ Putricia Sioart, dAressmend Admiminratioe in Cons
nactieaf Tomar and Ciffes, Institate of Public Service, The
University of Connecticut, [95%.
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The ad valorem tax base includes real property
and several classes of tangible personal property,
Included is the property of wtilities, except for the
operating properties of railmoads, street raglwavs,
and cormmon carrder motor buses, and the tangible

personal property of communication  coOmpanics
{ these wns being subject o State gross re-
ceipts taxes). Intanmbles have been removed

from the tax base and many items of tangible prop-
erty have been eliminated over the years, with the
result that a special commissbon, authorized by 1957
legislation to study the tax system, said In 1959 2

Erosion of the personal property tax base ihrough ac
fumnulated exemptions has caused owners of neotor se-
hicles and bosiness personal property b0 carey the major
load of persenal promerty taxes is Connecticut.

The cost of property tax administration, inchud-
i:‘% msmmsment and eollection, was analyzed for
1957 by the Tax Study Commission and was found
to range from 084 percent of collections in the 4
largest cities to .73 percent in 52 towns with pop-
ulations urder 2300, In this [atter group, how-
ever, ooals in individual units ranged up to .93
pereent. OH 12 unis with costs wnder Teent,
aily 1 had a ulatiom wnder 3000 and 10 had
populations of 16,000 or higher, The commission
concluded that attention should be given o con-
solidating wnits for assesment and collection func-
tions with a view to sconomy,

State law requires complete reassessment once in
each 10-vear period, but this regulation & not con-
gtoweed to mean only 10 yvears may elipse between
rﬂa.luatl:ﬂm Whm‘ ﬂl&rﬁ: is a revaluation, it is
the general practice for the municipality to employ
a prﬂt& appraizal firm to do the work.

There B po State asscssment of property and no
State tax on property, but the State has supeodisory
poawiers a4 diseusied below,

Stade supervimon and astilance. Sinece 1023
there has been a Municipal Division in the office of
the State Tax Commisioner.  Whiks one function
of the division was described az "t be as helpful as
possible o local assesing and collecting officials,”
uniil recently other demands on the stafl took prece-
dence. The 19539 Tax Stady Commision guoted &
1948 tax survey, which said:

Bupervition by the State in the asessment process is

igible, . . the Tax Commussioner hai the responsi-
bility b supervise lacal sssesment practions and 1o compel

complianes with thn law.  In practses, the Tax Commis-
goner's activities in this Reld have been corfined langely

'I;‘rﬂ_ﬁrrt:p Taxer im Comnectront, Report af the Con-
necticut Tax Stady Commission, 1959, p. 37,
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to the establishment of procedures, the interpretation of
Laws, and the collaction of assessment dath;  They appear
to have had little direcs effect wpon the sssesment pro-
cedures as such,

Tt moted “The nt Commisdon finds that 10
years of pmpu'lp}.-r?:.t growth have brought little
change in basic conditions as found by the 1948
Cammission.” ) )

The functions of the Municipal Division in 1361,
as summarized in & study by the Institute of Public
Service included: anditing the accounts of some
municipalities and reviewing audits of all other
tewns and cities; administering State grants in liew
of taxes to units where there is State owned prop-
erty; granting approval for Jocal bond issues when
debt would exceed 5 percent of the grand list I'_ug
to the statutory limit, for apEm':I‘u::]h purposes, of 1

reent) ; preparing and publishing reports on as-
E:mnen:'lc 'nﬁd ;ﬁxﬁm of local taxes, receipts and

expenditures, and exempt property; pre e

cial reports for other Smle_agaru:iﬂ;_ang g'm:ﬁ
answering guestions and giving advice on wanous

of asseasment and collection of taxes.
n 1951, however, a new position was created in
the Municipal Division—Municipal Assessment
It was anticipated that this would result in
a substantial increase in the advisory and technical
aid available for assessors, with the agent ghving
supervision as well as assistance in solving special
problems. The agent was temporarily assgned to
work on the assessment ratio smdy authorized in
1961, but has returned to his primary function. He
visita local units, at their request, to aid in solving
any special problems, and serves a3 a reving trouble-

shoater. B e
Diespite the limited activity of the division in
wirk with the division, the State Unbver-
sity, and the Motor Vehicle Department have pro-
vided some notable aids. The division furmishes
basic forms for reporting property; after each legis-
lative session it issues to each assessor copies of acts
affecting assessing and tax celleeting and sum-
roeriees such acts; in 1959 it compiled in ene volume
“Ztatutes Pertaining o the Asesment and Collec-
tion of Property Taxes” The University Institute
of Public Service, under the sponsorship of the
State Tax T nt, the Connecticut Associa-
tion of Amesming Officers, and the Imstitute of
Public Serviee, published a “Handbook for Con-
mecticut Assessors” in 1950; this was revised in 1957
and another revision i to be sswed in 19635 The

 Progerty Tawer in Connacticet, op, e, p. 75
* Rosaline Lewenson, Impresimg State Amistamce fo
Local Asserrors, Institate of l"l-ﬂih‘- Service, The Uni-
versity of Connecsieat, 1962, p. 54 . This very informa-
trve Tepaet 1a the for most of the remainder of thag
and part of the following section on “Training."
* Besides publishing the Asmesori® Handbeok and th
twi studies refervesl to abeve, the Enetitute of Public
Service hns published Mendbook for Connecticnf Dowrds
of Taex Reviem, A Guide to Property Revaleations, and
other stuslies,

handbook has information on basic principles of
assessment practices, factors involved in assessing
real and persomal ety, determination of de-
preciation and obsolescence, methods of revaluation
and other matters, but it is not regarded as a sub-
stitute for a manual. The State Motor Vehicle De-

artment has for some years supplied assessors with
ists of motor vehicle owners in their owns and a
description of their vehicles, but until recently the
agereors 5ok the valees, In 1961 the Momor Vehicle
Diepartment initiated a new system in which it dis-
tributes toeach amessor cards giving name of
gwner, motor wvehicle description and price
{punched cards where the asessor his equiprnent
for their use) , and the department prepared mstrac-
tioms for the use of the cards

Inzervice traiming,  As early as 1934 i was re-

that the Tax Commisioner perindically
conducted roundtable discussions and conferences
throughout the State to discuss property tax prob-
lems and to assist assessors, tax review boards, and
collectors,  Im 1944 the frst statewide school for
asspisors was undertaken as a joint project of the
Institute of Public Service of The University of
Clonnecticut, the State Tax Department, the -
necticut Association of Assessing Officers, and the
International Asiociation of Assessing Officers, and
the school has been held annually since then.  Re-
cent schools have been 4day sesdons with elemen-
tary and advanced courses.  Certificates  are
awarded to those who satisfactorily complets a 2-
year courie, The school is accredited by the ITAAD
mrd its courses satiafy partial requirements for CAE
certitfication.  The courses also count as credit
toward the CCA [(Connecticut Certified Assessor),
a designation awarded by the Connecticut Associa-
tion of Assessing Officers o qualified assessors,

The 18th annual school, held in July 1962, on
campus of The Umversity of Connecticut, had twa
courss in Assesanent Principles and Procedures
and an Advanced Course.  Students must complete
AP.FP, 1 before taking APP. IT, and must com-
plete both before mu':ﬁmgm the Advanced Course,
There is thus a 3-vear program of instruction. In
1962 thers were 172 assessors enrolled, including 41
in the first year course, 33 in AP.P. 11, and %3 in
the Advanced Course, A total of 95 cities and towna
was représented.  In addition, 16 members of
boards of review attended a special sesgon on their
work. Clagses start at 8:30 and mun through the
day, with some evening sessions and some assipned
i:'.'\:rl.'ing Ianl:Hng. The course content has been de-
valoped to provide theory and practice of sound as-
pmsment pdmindstration under Conmecticut  Low,
Inatructors, drawn largely from Connecticut’s ex-
pericnced assessors (notably from i group of 16
who have the CAE desipnation] amd from the staff
of the institute and the Tax Department, are chosen
for teaching ability as well a3 technical competence,
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Proceedings are not published, but those attending
the sehool récetve a r:mﬂpk:hlemﬂv: nl:llt:bm]: M-
taining the lectures, special papers, and other useful
material. The foe for the schosl, inchiding instruc-
tinnal material and room and board from Sonday
afternoom through Thursday afternoon, is 360

An analysis attendance at the schoal through
1961, made by the Institute of Publi Service” in-
dicated that some municipalitizs made no wse of the
facilitics. Through 1961, 25 towns had never
gent thelr assesors 0 a school and 22 had semt
them only once, mot of these towns being the
smaller units with part-time non-professional as-
sezsors, Omby 1 of the units over 20,000 popula-
tion had mever weed the school, but 3 had weed 5
only once,  On the other hand, seven units in this
population group had sent their asscssors to the
school each year, 1944 through 1961.

Level of asresiment. Prior to 1957 the law re-
quircd  assessment of taxable properly at fair
market value, but “the courts had countenanced
asseized values below EEL:'E miarket v::llluﬁ so long
as all riy within municipality was wris
formly Tﬁ:m."‘ In 1957, however, the Con-
necticut Supreme Court, in s decision in the cass
of E. Ingrakam Co. v, Town and Gily of Brirtol
(144 Conn, 374), held this longstanding practice
to be dlegal.

In the Bristol case a taxpayer sought relief on
the ground that his personal property was assessod
at 95 percent of full value and his real property at
a0 percent. The court, while not granting the re-
lief sought, ruled that the underasesment was in-
valid and conteary to the provisons of the State
statutes, The court said, among other things:
m:i_n'r Can we wﬂ:‘rhuh n lnrll'.rafkrm}!lfr i Tmﬁﬁ“

Lo Lrsul A muks al Iracticnal valuaian.
When nuﬂml:::radn%t m:rfmle., they indinsedly asamin &
T

pole which rightfully is not theis to Far if such &
rule Is applied, the zswessment mﬂphwil[ obviously be
wmrller in amcant than it would be if the mandats was
carfied out.  Uedder sach circumsiances the borrowing
power of the municipality B affected, since i indehieds

ness may not excecd specified percen al the grand list.
el i bi?:mﬂ nlul:im dtm*l%lut their
nssesimenits therefare interfere, perhaps unwittingly baut
meverthebesa effectively, with a power that belamgs ba
wher,

Fﬂ|hh':i]1ﬁ the supreme court decision, legislation
was enacted to permit assessioent at below market
value. State law adll requires waluation at fair
mnarket value, but the matio o be used for assess
ment &5 o be determined for each wnit by the
aseeszor,  When the 1957 law was enacted, it was
described as stopgap, to permit study of the prob-
bem, and the 19539 Tax Swdy Commission recom-
mended that the base for all units be set by law
at o untform 65 percent of fair market valwe, with

a tolerance zone of 10 percent cither way, Through

, gif., PE- 45 -4£6.

* Rusnlime Lavenson, o
‘onneaticul, of. cil., p. 30

T Property Tazes dn
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1962, the legislature had taken no action to estab-
lish a uniform assessmvent ratio,

Assessed valuation B the basis for local borrow-
ing limits and is also the measure for exemptions
for veterans and the blind, There are no tax rate
limitations in Conpecticut. Through 1962 State
school aid was pot affected by assessed valuations,
but several bills proposing we of equalized valua-
Hons as a factor in school aid were before the legis-
lature in 1963, Under the present system, with
the asmessment ratio o be determined by the asies-
sor, the legislature has, in effect, delegated to Jocal
officials, often elective, the authority to determine
fl.:lth matters as the bormrowing power of the munic-
ipality and the value of partial cxemptions.

The Tax Study Commission, In recommending a
uniform ratio in 1939, eaid:"

The wisdam of permitting muonicipalities te estalilish
asseszment levels iz at least questionable, While theo-
retically, a fow bevel of assessment MEEs B corresponds
ingly higher tax rate resulting in the same dollar tas for
faxpayers in amy given town, it Iy well known that in-
equities thrive in Jow ratio’ climates. Moreover, there
B muoch o be sald fn sepport of a oniform basis of
property  assessment  throwghout the Staee from the
standpoint of administrative and fscal control, and fair
competition amosg Eunbsapalities for besines enterpeise,

Sales ratio study. In 1961 the legislature pro-
vided that the Tax Commissdoner should deter-
mine for each town the relationship of the assessed
valuation of properties to the fair market value of
such properties as determined from sales or other
evidences of value, The study was made under
the direction of John F. Tarrant, Director of Re-
search in the Tax Depariment.

The law had prescribed the use of the lass com-
pleted grand list which, with the varying assessment
dates wied by the local units in Connecticut, led to
the study of all real estate transfers in the 7-month
period October 1, 1960-May 1, 1961, After elim-
mation of clearly unusable sales, guestionnaires
were sent to the parties to the remaining transac-
tions to secure data o supplement available rec-
ords and to check on the inclusion of the sale in
the study. The result was the comparison of sales
price and assessed valuation for about 15,000
ertics in the 169 towns, As pointed oot im
study, the sales were heavily weighted with single-
family howses and vacant building lots—the source
of the active market in most jurisdictions and also
a significant factor in the scheol aid problem. The
school aid problem was probably the major factor
in the decision to undertake the dudy,

The stwdy found that the ratio |:.1ir the net grand
list at asessed value to the net grand st at fair
market value ranged among the towns from 23.17
percent to B8.23 percent.  OF the 169 towns, 104,
or almost two-thirds, had raties between 40 and
B0 percent, with 4 towns below 30 and 6 aver 70
peresnt.

" Ibid., p. 30,
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The report on the study noted that when it was
submitted, in May 1952, it was already somewhat
obsalate because 10 towns had had complete prop-
erty revaluations, and said “Burveys of this nature
t:ll-r{-c validly weful must be continuous,” *

Tax Study Commission, 1939, In 1937 the leg-
islature authosized a Tax Stwdy Commission o
repoart in 1958, The six members were to be chosen,
two by the Governor, two by the En:nﬂthl pro
tempere of the senate, and two by the speaker of
the house of representatives, and selected for
“their experience and knowledge in the field of
taxation.” The commission members wers all
nationally known tax specialists, including some
from nearby States as well as Connecticut.  While
the commision had authority for a broad tax
study, it decided the most presing need was a
study of the property tax and it concentrated on
this area, producing in its discussion and recem-
mendations one of the most interesting and wieful
of the recent tax studies,

The commisson report presented clear-cut cone
clusions and recommendations providing a far-
reaching and practical guide for strengthening the
property tax in Connecticut. Ameng its conclu-
sions, it said:™

Mow 1% the time fo place the property fax in crder o
as to be in o :mi-t’-:rnp:-:r nﬂnqntg =q1.|.i'uhl¥ the growin
demareds upon bt amd o fncilltate soch future adjust-
TEEnts 25 may necesshey [a the imerests of coms
timuing equity.

There were 36 apecific recommendations, inchad=
ing: place first priority on accomplishing greater
nniformity of property reassessment out the
State; retain as stapdard for valuation of real
pro the tree and actual or fair market value;
estahli law the requirement that real property
be asses uniformly at 65 percent of its Fair
market value, with this requiretoent applying uni=
formly to all classes of real property in every juris-
diction: eitablish a zone of ¢ in estimating
fair market value under a uniform system of assess-
ment, with no bass for appeals againgt assessments
where they fall within this telerance zone; provide
that assessnent will not be suitained when
the assessment s within 10 percent af the statutory
65 pereent standard of assessment (385 to TLS
percent of fair market value.

The commision recommended regular revalua-
tion at J-year intervals, with no chanpe betwoen
revaluations except to reflect new construction, ete.,
and with the local units pequired to appropriate
aanually o a r=serve fund to finance the Teassess-
ment at Jyear intervals, In addition, the com-
mission proposed that the State Tax Commissionsr,

* Certificate of the Tax Commicrioner pursuant fo 54,
363 of 1961 ta the Imterim Commiitee on Education end
[T Lﬂ[ﬁ]m‘!ur Ceunerd, 10638, p. 9,

® Propesty Tazed in Donmschicwd, op o, pe 22,

in any year, should order a reassessment in any town
where he finds a lack of unifermity of assessment
amd that the comemissioner be able to enforce such
an order,

As to personal ety, the commission acho-
cated continuing the taxation of tangible busivess
property, with a statutory basis for as-
sessment—65 percent of adjusted book value—with
returns filed by business enterprises and with per-
sonal property information schedules to be included
with the State corporation income tax returms,  For
motor vehicles, assesments should be made under
uniform schedules of valwe provided by the State
Tax Commissioner,

A major recommendation involved the creation
of a local property tax unit in the Tax Commis-
sioner's nffice.  Recognizing that adoption of asess.
ment standards and procedures was only one step
and that there was also needed “an adegquate system
of state puidance in their application and
for measuring results ebtained,” the eommission rec-
urnmtm]ndlﬁul‘.—

Connecticut establish within the office of the State Tax
Commlsstnper, a loml property tax unit properly staffed
s 1--:_|u.in|_|;5-..-|eiP tir interpreg statutory assessment requires
mients, 1o amist locel aasemors in e application of aech
requirensents, and e compile, regularly, swscisics] pnfee-
mation sufficient b0 measure aseiment nesalis chiained
within each bocal taxing jarmsdiction.
Specific duties of such a unit should include: pre-
pare and keep up to date an assessors’ manual and
imstruet assessors in it uwse] maintain a stafll come-
petent for consultation and asistance to local as-
sessors including aid in assessing special propertices;
encourage towns too small to maintain adequate
staffs to consolidate with other towns for assessing
of Lo arcange with the State unit to assess for them
on a cost or fee basis; review exemptions; compile
and publish annually a table showing average
ratios of ssmessed to market values for samples
of taxable property of all classes in each local taxing
jurisdiction; enforce local compliance with State
laws and regulations on asessing property.  The
commision stressed the importance of a carefully
prepared equalization table, saying: 1

.+« Even the lomated tabulation prepared by the
commission in the course of its study, has been of invalus
abie assistamce in throwing ]I-'Eh:t upon the darkness of
hunrch and impresion with which Connecticut assessment
results are traditionally appradsed. & more carefully
prepared eable, available on an anmwal bogis, would repee-
sent one of the strongesy forces for Bmproved assessment
qq.:nlir:r which Connecticat could hope to develap ar this
Ll
To aid in providing the necessary data, the com-
mission proposed a realty transfer tax and required
reporting by town clerks to the Tax Commistener

of all real property transfers,

® fkid., p. Th.
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T]‘.-eSta.benlDﬂaw:n:hmnn rt in the admin-
nt:aunnuirh-e;p tax is wsed for

oly mtbf
ha.nd]udbvth:ﬂmetmunum The 5 F; E'e-

partment reports that there have been oo proposals
for the State “to interfere with the counties’ pro-
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cedures.™ Tt might be noted, however, that m
“& Fiscal Survey of the Public School System of
Delaware” made by Paul B, Mort for the Delaware
Bchool Study Council in 1960, some recommenda-
tions mwedbved the use of equalized value of taxeble
property.
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The property tax has recelved a t deal of
attention in Florida since the mid<i and con=
structive steps toward improvement have been
taken. Particulasly notable have been detailed
study and analysis of the tax as part of the owerall
tax system and legislative concern with the tax base,
improved State aid to local assessors, encourage-
ment of revaluation, and marked increases in many
coumti=s- in-the rasin of assessed to-full valae,

U_rg.im'm:éu;lnt{ir assessing.  Primary aswessing is
the function of SOty RSSESS0T, A corstitutional
official elected for a 4-year term in each of the 67
courities.  The county assessor values real and tan-
gible persanal property for lecal taxation, and n-
tangible property for State taxation. An exception
is that eaileoad and telegraph property is assesied
by the State. Incorporated cities and towns are also
required by the constitution to maintain an office
for the assessment of property. In some counties
municipal offices have been consolidated with the
county offices, in others the municipalities use the
county figures directly or indirectly, but in a large
nurmber of countics there is duplication of assess-
ment orEanization.

County asesing i financed by a “commisston”™
allocated to the assessor’s office on the basis of a
percentage of the assessed valuation of real and
tangible personal property and a percentage of the
State tax collected on intangible property. The
coinly asiessor receives ag his com tion the
difference between the total commissions allocated
and budgeted expenses, but under general law not
in excess af 87500 annually, Many counties have
special acts Axing a different sa OF TrrANICL
:pl:lr:,r and the State ﬂ:unptml]ﬂ"'s Relfra-r! ﬂiF ﬂpun!f
Finances for the year ending September 20, 1961,
shows compensation alhu:%l County tAX aRscssOrs
ranging from 52,575 to 3141 60, with 32 of the &7
at$ .;'Jgﬂ'urm. 44 over ET.SCﬁ,aud 21 ar $10,000
or more.  Ower half the counties had “excess fres”
sbove total expenses and compensation allowed to
revert to the coumty peneral fund. Four county
assrssors wern on a straight salary basis in 1961-62,

The State Comptroller has general supervision of
the assessment and valuation of property under the
supervision of the State B t  Commission.
The law requires that he prescribe and fumish
forms for use In assessment work, and that he
premulgate standard measures of value for use in
asseesing property. The State Railroad Assaserment
Board assesses ratlroad and telegraph property,
which is certificd by the board and placed on county
s mm'nldpal roalls ﬂl!her ut'ﬂ.'ili:': RO mmﬁd
Iocally.

GRI-HRR—RR——10

Recommendations of Study Commissions

Citizens Tax Council. Early in 1955 the Gov-
ernor appointed a five-member Tax Ecualization
Comumittee to study property taxation, but after a
review of the the committes recommended
that the legislature set up an agency to carry on
continwous rescarch on ad valorem taxation. The
legislature established the Florida Citizers Tax
Council of 16 members to make & broad study af
the tax structure of Florida, While the council
was not sct up as & continuing agency, it was given
wide latituds in its work, including local as well as
State taxes, and it was given an appropriation which
P-rr_l-.'i.d:d fiorr memimal atafl weork.

A substantial part of the coumcil's work was
directed to the property tax, A series of informa-
tive studics were made in this feld and recommens
dations resulting comatituted a notable part of the
councl's conclusions. Ome of the projects was &
ratio atudy, limited in the number of areas covered
but detailed in character, which disclosed “vara-
tion-and - discrimination instead of unifermity and
eguity.™ 3

The council's conclsions incleded, first, the
staterment that *The need is urgent for the equaki-
zation of county asscsments” and then a series
of recommendations, Recommendations included
ereation of a State-local Board of Property Asses.
ments—1to inchde - the Govermor, State- Compieol-
ler, Superintendent of Public Instruction, and At-
torney General, and five county assessors to be
named by the Governor—this board to be respon-
sible for general supervision over administration of
the property tax, including: promulgation of rubes

*Rummary of Srtedier of the Florida Citirens Tax
Counei! 19561057, Burean of Govermmental Research
and Service, School of Public Administration, I"Im'!dﬁ
State Universlty, Tallahassee, 1958 E.Eﬁ[l. In addition
to this excellent sumanary, several o studi=s af =pecial
pertinence are:  Eroesi E. Means and W. M. Martin,
Gounly Properiy Tas Awseeement i Florida, 1957
Willizn M. Griffin, Srate Supereizion of Local Adseerr
ments, 15957; William P. Dillinghar and William i,
Grifhn, Texmion o Ietgspibie Personal P‘T‘u?@; n
Flasida, 19567 Mermill J. ree, Tarsfion m aderodd
aad Ofher Stefe-Aieired Companier in Flornda, 1957
all published the Buresu Governmental Fesearch
and Serwice at FSU. Other significant pubfications re-
sulting from the council’s work were: Report and Resom-
mendalions of the Flonda Cilizens Tax Commelly Lr-lil.ﬂ-r

ls and Wylie Kilpatrick, Fost Book of Tazation in
arida; Wiylie Kﬂputrid: Finanérng Sidls and
fFoparnments in Flarida, s thees puodibshed thae
Florida Citizers Tax Geuncil, Seate il Busliding,
Tallakames, in 1957,
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and orders for the guidance of local assessors; cone-
duct of continuous investigation and analyss of
levels of assessment in each of the counties in each
class of property; issuance of equalization orders
based on the objective results of the ratio studies;
publication of statistics showing average level of as-
swesment for each class of property and for the
county &g & whole; ordering complete regsgesmment
if deerned necessary; provisson of all possible techs
mical assistance to local assessors with the intent of
upgrading the quality of assessment throughout the
State, e council also recommended continuae
tion of the existing statutory requirement that prop-
arty be assessed at full cash or market value (but
in the process of reaching full value, control of tax
rates to protect the taxpayer against a sharp rise in
taxes resulting from administrative action in raBing
levels of assessment), and consolidation of eounty
and mumnicipal assssang functions to end duplicas
tion. Without recommendation, the council de-
seribed Florida's homestead exemption of the first
$3,000 of assessed value, applicable to all local levies,

as follows:

« = the homestead exemption, has been unfortunate
and inequitable in effect. The ton seriously ag-
gravates d:ir.l_:riruina:i.-:ln.i thm!: result Smom r!'p::innl
in the amessing process.  This result, combg with the
effect of widely varying levels of assessment amoeng coun-
thes, causes radicsl dislocations in ele distribution of the
ad valatern progerty tax burden among the various seg-
ments of the papulation and among counties

The council recommendations followed rather
closely those of the staff, but the stall recommenda-
tions included: a State board without local repre-
sentation to have the power and duties indicated
above; the appointment of county assessors by
boards of county commissioners for 4-vear terms
from lists of qualified persons certified by the State
board on the basis of examinations; assurmption by
the new board of duties exercised by the Railread
Assesment Board; arrangements under which the
board might handle all boseal :m:sing if degired by
a county; provision for periodic, independent, pro-
fessional review of the statistical work carried on by
the staff of the State board; and repeal of the
homestead exemption provision of the constitu-
tion. Both stalf and esounsl] recommended con-
tinuing tax study and research,

The 1957 legislature, faced with various major
problems, made use of some of the Tax Council's
revenue recommendations, but took no direct action
on its property tax proposals. It did, however ap-
propriate $125000 to the Railroad Assessment
Board 1o conduct county assesement ratio stwdies
and instructed the board to equalize State assessed
railroad property with locally assesed property on

M Bummary of Stedies of the Florida Citdeene Tax Coun-
sil, 1956~ 1957, ap. eil, p, .
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the basis of the ratio studies® As the following
sections indicate, the recommendations made by
the council in 1937 have continued to affect prop-
erty tax development.

Joint Legislative Interim Commitiee. The 1950
legislature revived the tax swudy idea, providin
a Legislative Interim Committes on Finance :ms
Taxation. This group, reporting to the 1961 leg-
islature® alzo made nofable recommendations on
the property tax.

In contrast to the Tax Council recommendation
for retention of full cash value as a basis for assess.
i.!'l.;l_{, the Interim Committee recommended adop-
tion of "just value™ for peal and Pl!r;.nn.a] roperty.
The meaning of the prescription of “full cash
value"™ has been seriously questioned in the absence
of statutory definition and judicial interpretation.
To many, full cash value has Been taben as the
equivalent of market value, which provides an obe
jective standard in ascertaining cash value, The
Interim Committes's plﬂpnuﬂ%ﬂ:iﬂ:u:inn specified
that in arriving at a “just valuation,” the assetsor
should take into consideration the following factors:
present cash wvalue, highest and best use but abo
present wse, Iocation, quantity or size, cost and re-
placement value of improvements, condition, ine
come from the property, and such other factors as
may be applicable and which affect the value of the
property.  Contributing 1o the defear of this pro-
Pn-.-d was the reaction that the very multiphicity of
actors, coupled with the vague m:a.nins of “such
other factors," would undermine objective valua-
tion standards instead of strengthening them.

The committee renewed the recommendation for
a State-local advisory board, but with a members
ship, under chairmanship of the State Comptroller,
including the attorney general, a senator, a member
of the houss, and five asssssors appointed by the
Governor, Unlike the council's propoal for the
annual and plenary State equalization of county
assesaments, the principal dutics of the proposed
board would be the continuous conduct of ratio
studies amd asistance 1o assessors in revaluation,
reassesyment, and equalization. The report noted
“The current law provides that the Comptroller
shall hawve many of the duties suggested Fnr the
State:loeal board. It 1z felt that the increased in=
terest penerated by a board having widespread
membership will further effectuate the purpose
sought te be accomplished under the existing law.™ *

The committes recommended a tightening aof
g:ﬂmptim ;|:||.'v|'.|'|.|'.i:i|:||.'|:J to reErmowve u:emp::in:ln.s an renpl

"Tbed., p, 53, The rf neted that {prewiom to
1957 “"Complete sntewide information on aomstamment
ratios has mever heen available before ia Florida. HMer
have railroad propesty asessments been equaliicd with
ather property assessments.

! Reporl and fecommendations of the Joinf Legidalipe
Commilier on Finance and Tamsliom, 25561,
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amd pcmna,l_ property el for pmﬁtma.h.ing. 43 ]
limit the educational exemption to mstitutions offer-
ing general educational programs, etc.  Also rec-
ommended, and approved by legislative enactment,
was repeal of a L2-mill tax on wholesalers from
which retailers were exempt.

A proposal was made that for the tangible per-
sonal property tax on steck in trade, inventories
returned, under aath, at average annual cost value,
and assessed for tax purposes at 25 percent of such
value. Such a measure was cnacted by the 1961
legislature, but was declared unconstitutional by
the Flonda Supreme Court on June 27, 1962.%

For the intangible tax the proposal was a reduc-
tion in rate on class B [stocks and bonds) from 2
tnills to 1 mill per dollar, provision that foreign and
domestic _corporations register their stockholders
with the State Comptroller annually, and an in-
crease in penalty from 10 to 25 percent for failure
to return intangibles,  The 1961 legislature,
though substantally accepting the commuittes's
recommendation, m?cmd the intangible tax rate
reduction for class B from 2 mills prior to Janua
1, 1962, to 1% mills in 1962 and 1963, and to | mill
on and alter January 1, 1964,

Changes in asesment, the committes proposed,
ghould be reported.  Written notice of increass
should be piven the affected taxpayer to give him
time 1w appeal f desired. A list of real estate assess-
ment reductiond should be filed with the clerk of
the circuit court and open to public inspection—as
a deterrent to gradual reduction in amessments alter
countywide reassessment projects,

The committes also recommended continuing
wudy of ax problems to avoid patchwork changes
and to preclude the creation in one area of the prob-
lem sought to be corrected in another area.

Some Indications of Progress

Level of asressment, Under legislation enacted
in 1941, property i required to be asesed at full
csh value, The Tax Council staff ratie study
ghowed that for the seven counties studied, none
“conformed, even substantially, to the satutory re-
quiremnent . . . " While the council recommen-
dation for continuing ratio studies to provide full
details on asessment levels was not enacted, the
1237 legislature appropriated [unds to the Railroad
Assessment Doard for a sales ratio study—primarily
as an aid in equalixing railroad and locally asseased
property.  This study, done for the board by a
private rescarch agency, disclosed that in 1958 only
one of the 67 counties was assessing at full value
and that the assessment levels for the others ranged

* Framks v. Davis, 145 so. 2d 778, The low was held fo
vialate the comstimational unifarmity prowisen that all
property excepd intangibles be taxed at a uelform and
equal rate.

from 26 percent to 85 percent, with the assessment
levele for .:m]'!.' pine counties exceeding B0 percent.

No official statewide ratio study has been done
gince, but the State Comptroller has reported coun
ratios through 1961 trm are based on spec
studies made by him in some counties and on oom-

lete reappraisals made in & number of others.
q'hm_- data indicate an increase in assessment fevel
in ahout one=hall the counties and a very material
increase in about one-third of the counties, with &3
counties showing ratios of over 60 percent in 1961,
That 35 of the 67 counties, according to the Comp-
trollee, had revaluations in 1937-61, would appear
to account largely for this upward trend in assess.
eenit lewel.

While the substantial number of recent revaluas
tions is probably due primarily to the pressure for
additional local revenues, anaother Ble Tactor
in the trend toward higher ratios is the sirong sup-
port given this policy Geovernor Collins lu.l:':il'g
his term of office, At the annual assessers’ meetin
i the fall of 1957, Governor Collins, conce
with the Tull value requircment, warned that he
was obligated to enforce the laws, Opposition was
very strong and in 1959 legislation to change the
full value reguirement was introduced but failed
of passage. In the fall of 1959 Governor Colling
suspended one of the assessors "who not enly failed
tis camply with the State's Bl-year-old statutory re-
quirement that real proporty be assessed at Tull cash
value' but also refused to give the Governor assurs
ances that henceforth a2 ‘competent’ tax  roll
woaild be prepared for the county,” ™ The same
assessor wies back in office in 1961, it may be noted,
but in 1959 there was a revaluation and the new
valuation was almost three times that of [958,

The prablems of revaluation and raising the level
al assessmpents are espocially diffewlt in a State
where homestead exemption 3 based on assessed
valuation. A telling illustration s Dade County, as
described by Prof, J. Wood of the Univer-
sity of Miami* The new Dade County BMetro-
po{itn.n Commission charter had provided for a re-
assessment of all real property by 1961, a provision
probably designed to afford a broader tax base and
“to bring about some equalization of @ax burden be-
tween commercial and residential properties.”
But—

The epening of the new tax rolls . . . precipieed &

storm whick nearly wrecked Meiro and which Bas mads
Tutare asseszment adjustmeents much moss difhcult. . . .

" Paul 1. Piccard, "Florido's Tax Awsrssment Barle Case
tinues,” Mational Civéc Readew, Movember 1959, pp. 540=
a41. Far a wory interesting series of shore -z on the
Florida developments in this field in the 1547-59 period,

see Mationo! Musicdpel Review, April 1958, p. 187, De-
cember !HINF 3785 and Watiomal Cimic Reetew, April
1959, m. 207, Movensher 1955, p 540,

*Themas J. Wood, "Mewro's Flnancial Squeese ad-
dreis before the 20th Annual Shart Ceurss for Muni;?d
?Iﬁﬁ tad Finance Officers, University of Florida, Mar.

1-14, 1362,

31



THE ROLE OF THE STATES IN STRENGTHENING THE PROFEETY TAX

There was no across-the-boasd Increase; increase and
eqiealization went hand in hand, a procoss which involved
increasing the ausesments on most residences mone drasti-
cally than the asmsments sn commercial properties and
thie largest homes. The most revolutionary element in
this reassessment was the tax suddenky | 0D SO
#2000 families whose redidences |!:.i.|. time had been
ausesmed below §3,000 and were accondingly tax free.

At a referendum, repeal of the charter section on
reassessment was approved by a heavy vote—espe-
cially heavy in precincts where the assessed valea-
tions of homes were lowest, It was subsequently
reported that the asiessor had devised a plan for

uvalization, but Professor Wood indicates that this
5 likely to be a matter of leveling down rather than
up—with a start in this direction resulting from the
success of several Miami Beach hotels which
brought suwit for lower assessments.

dAfd—to—amsesors,— The—Tax—Gouncl —recom-
mended a State-local board with a staff to super-
viie and aid county assessors and to equalize county
assessments. A bill fo create such an agency was
introduced in 1957 but died in committee. A pro-
pnua.l by the Interim Committer in 1961 for an ad-
visory State-local board received considerable sup-

including that of the Assessors’ Association,

ﬁ:rfallﬁ:] of enactment. There has now hesn e.
tablished, however, in the Office of the Comptrod-
ler, a new Assessment Standards Division, providing
serse of the services recomme nded by the two study
groups.

The Assesament Standards Division has been op-
crating with a small staff and a "minimal"
en an experimental basia, but its operations have
apparcntly received good support and it was an-

ticipated that its budget would be increased to per-
mit expansion of services. The division has the
responsibility of furnishing technical amistance to
county assessord, upon their request, on specific
problems and it ‘aidy g the appraisal of difficult or
unwsual properties. There have been steadily in-
creasing demands for such help,

Oither aids to assessors have been provided in re-
cent vears. A new Manwal for Asressors was pub-

nj in 1939, the first pince 1945, In 1961 the
manual was supplemented by a guide which fur-
nishes schedules for valuation of certain apecial
types of property as well as a consolidation of iaws
governing taxation of real and i:n:n.l:ln.ﬂ

and interpretations by the Attorney General’s u:ITH.E
It s planned to keep the ma up to date with
revisions when necestary, The Assssment Stand-

ards Division is working ona revision of the manal
to provide re rormml:ahw: replacement costs of vari-
ous  types structures to improve wniformicy
throughout the State,

A monthly pewsletter, "Tax Assessor’s News"
was initiated in 1961, This carries articles of gen-
eral interest, plans for meetings, discussion of vari-
oud aspects of asessing, information on revaluation
projects, and personal news notes,

The State Comptroller’s Office, through the
Assessrment Standards Division, SeopeTates with the
Assessors’ Association 0 q_‘annmg and administer-
ing an annual seminar.  This meeting, of about 3
days, is planned to cover problems of special current
interest to the assessors. te also holds a
special quadrennial conference for new assessors
soon after they have taken the oath of office.



GEORGIA

Georgia's current contribution to strengthening
the property tax consists mainly of encouraging
counties to initiate revaluation programs and raise
the generally low level of assessments through State
loans for this owe, In 1961 the legislature ap-
propriated $1 million to be loaned to the counties o
finance a property revaluation and equalization pro-
gram, anél:'n 1962 the appropriation was increased
to 33 mallion. Under Eus Progrim & county efs
gages a private appraisal firm to do the revaluation
under contract, borrowing the necessary funds inter-
eat free from the State, and repays to the State the
ammount of the loan in five annual mstallments.

The State, operating through the Property Tax
Davision of rh: Department of Revenue, developed
a series of regulations governing the ]na.n:: A same
ple contract was wrf:-d out, including specifica-
tions for the work to be done, qua]lﬁv:.atmm of staff
o be o d, and other details including special
services |public relations work for example] to be
given by the firm. The State maintaire & list of
approved frms.

The recommended contract includes provision
for: mapping and indexing all real property;
appraisal and valuation of all taxable real prop-
erty and appraisal of personal property of all indus-
trial, commercial, and professional firms, et bat
excluding household personal property and intan-
gible personalty; vision of an appropriate
appraisal manual; instruction and training of des.
b’]il‘ﬂd county EmFﬂu:.rﬂ!!. to enable them to main-
tain the records and conduct appraisals after com-
pletion of the contract, etc, contracts must be
approved by the State Bevenus Department and
payments to the contracting firms are made directly
by the State,

A standard agreement between the State Depart-
ment of Revenue and the counties receiving the

Ioans has also been prepared, It provides among

other things that if the county does not repay the
boanm as scheduled, the State Revenue Commisioner
may direct the State Treasurer to pay o him
amounts due the county for road ald untl the Joan
is paid. The agreement also provides that on com-
pletion of the evaluation and equalization program,
the eounty will adept and use a eounty tax equaliza-
tion mate of not less than 30 percent nor more than
4) percent of the a values until such tax
equalization rate level is further adjusted by the
State Revenue Commissioner,

The 1962 legislature, besides increasing the
appropriation, provided that repayments by the
eountes should ht.]:nlaq::d in a revolving fund to
permit umtmuahun of the program. The legisla.
fure aleg Ap a propesed constitutional
arnendment IEu-:h would permit the counties to
borrow from private lending mnstitutions with loans
to be repaid in up to 7 years, provided such loans
were approved by the State and the work super-
vised I];u- the State. This amendment was ap-
proved h':.r the vaters in Movember 1962,

W:l_hm :lp]:rmmmie[y 1 year from the Gme the

J:l': Aunpust 1%1. 27 af the 159 coune-
tics in thv: State hafum into the equalization
progrran and applications from & mose were on
file, a rate of acceptance far greater than had been
anticipated. The cost of the program ranges from
273000 to F100,000, with an average of 365,000
per county,  With costs at this level and the evident
interest of the counties in the program, it was clear
that appropriations would have to be increased very
substantially or some other means of financing
found. The constitutional amendment on borrosw-
ing from private institutions was advocated as a
golution, and by early in 1963 one county had
applied to the banks for funds to aid in its tax
equalization program.
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HAWAII

The State of Hawaii i blessed with a deficiency
in somme of the institutions and appurtenances that
complicate State-local government finance on the
maintanel. It has no overlapping local govern-
menits, its one metropolitan area has 3 single gov-
ernmment and a noncxpandable boundary, it has no
ad valorem tax on persopal property, and it lacks
the juesble of inefective machinery for property
tax admindfration that s cherished by so many
States, The tax on real property is used exclusively
by the local roments, but it 15 administered ex-
clusively by gl.l‘:rﬁl:alc EOVEFTIMEnt.

The property tax is a ]umg—tmh]rshcd institution
in Haweail, with mtmmw as a major source of
fevEnue rnr ey 100D uneder t]'lu E\uwrnml‘:n!!. af
the Kingdom, the Republic, the Territory, and the
State, e tax developed as a centrally ad-
ministered tax, and although it bas been dedicated
to the financing of local government since 1911, its
administration has been continued under the central
government.  The local governments are free to de-
termine their own Ejmpcrty tax rates, subject to
limits imposed by the State legislature, but the
State is responsible for the asessment of property
and collection of the tax,

Local povernment in Hawaii means the State’s
four countics—Hawaii, Kauai, Maui, and city and
county of Honolulu., There are no underlying po-
litieal subdivisions with taxing power; the counties
are responsible for all Jocal government functions
and these functions are less extensive than in mist
States because the State government conducts and
largely Anances such functions as public education,
health and welfare, and administration of the pub-
lic schools and instructional program. The local
property tax structure 5 as simple as the govern-
mental structure—with single county fax rale ins
stead of the vsual composite local rates; but the
State’s geography and economy do create complex
problems of asscssment administration.  The four
counties include eight principal islands, Most of
ﬂ'JE |.1r|:|:r1 dm[u-'pﬂn:nt am:] |‘.'r1.|.|:.'|.|.il:||.‘|. are cemtered
in the city and county of ]'I'El:'lu]u]u, which covers
the island of Oahu, while the other three counties,
embracing one, two, and four Blands, are pri-
marily rural in character; bat in each county there
1% sorme rn:pr-cn:ntntiqm af all classes of taxakle prop=
erty, ranging Ffrom commercial and industrial
through vanous types of residential development
and various kinds of agricultural land to areas of
wasteland of negligible value,

Prior o the 1950 depression, property taxes sup-
plied a meajor postion of Hawaii's total tax revenue;
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but with the Tersitory's adoption of a gross income
or peneral excise tax, motor fuel tax, and other new
taxes, the relative importanee of the property tax
declined markedly and in 1960 this tax accounted
for only 126 percent of all Seate-local tax revenue.
In that year Hawail's property tax revenue was
the third lowest among the States on a per capita
basis and lowest in relation to personal income.  Al-
thowgh th:: real property tax s wed exclusively by
:Iu: countics, its contribution to county revenues
is overshadowed by county charing of the State's
major taxes. In 1939 it accounted for 36 percent
of the revenues of the city and county of Hopoluly,
but for onby 16-18 percent of the revenues of the
other three counties?

Nature of the Present Property Tax

For many years 'I'.hE p rty tax in Hawail was
levied broadly on mau personalty, but by 1938
the tax on i t:,r :rl! been narrowed Lo cover
little more than industrial eguipment and buesness
inventories, and in 1948 this remainder was re.
pealed.?  Onpe reason cited for this final step was it
removal of & possible deterrent to the steady maine
temance of stores and supplies sufficient to safe-
guard an area heavily dependent on cutside sources
agaimt possible interruptions in transportation.
The State alsa follows a narrow concept of taxable
real property.  The stametory definition specifically
eacludes “all machinery and other mechanical or
allied equipment and the foundations thereof”—a
class of property which at least in part B taxed as
rc-a.l roperty in a number of States.

B Eax law alen updertakes to minimize for ad-
mmlstntmn the borderline questions of what prop-
erty is taxable that are inevitable when some classes
are exempt, It does this by defining real property
as “all land and appurtenances thereof and the
buildings, structures, fences and Improvements
erected on or affixed to the same,” and then includ-
ing in the definition a lengthy list of ll:-l:l'ﬂﬂ dtﬂlil"l_‘d
not to be real property. The Public Administra-
tion Service, in its survey of real property asess-
ment in Hawali 1958, declared that “The effect
has heen to foree the aseesesr o Inlerprel An Am-
biguous law in the lght of what he belicves public

" The datn are derived from TI.S. Barcao of the Censua,
Governmental Finances im 1961, tables 14, 19 and ".n."]
arid Tax Foundatton of Hawaii, Governmest in Hnwdi:..
TGT, pp. 14=<15.

*Far an interesting summary of the histary al thi I'J-Nﬁ-
erty tax in Hawaii, see Y. B Leong and F'.l!hl.‘-'f
Kamins, riy Tazatiom in the G0th Stale” Nafonail
Tax Jowrnal, March 1961,
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licy to be”® The asessment authorities have
E::]:n ahble to do this without undue controversy by
following the distinctions that existed between real
and personal property before repeal of the tax on
the latter, :

The level of atesiment. A widespread policy
among the States i to permit assessors to arrogate
to themselves legislative powers by setting the Level
of assessed valuations that determines the magnitude
of statutery and constitutional tax rate limits, debt
limits, homestead and veterans® tax cxemptions,
and the like. In Hawali, however, the assessor is
accorded these Infatiut powers, with the excep-
tion that the legislature has attempted, by an un-
usual device, to safeguard the intent of the tax rate
limits which it imposes on the counties, o

The tax law undertakes to gear the ax rate limit
to the assessrment level, thus the two must be con-
sidered topether. The law requires that all txable
real property shall be subject to a tax upon its fair
market valie, but permits the State Director of
Taxation {who administers the property tax) to use
as the tax base a percentage of fair market value
He is required, however, to certify to the county
authorities cach year the percentage that he uses,
and the wax rate limit is then adjusted for this per-
centage so that a county's taxing power i3 no more
and mo less than the relatiom o fair market value
determined by the legizlature, The law assumes 3
certified percentage of 70 percent in specifying rates
of 16 per $1,000 [(plus 32 for wrban redevelop-
ment) for the city and county of Honolulu and §18
per $1,000 for the other three counties. These
amounts must be adjusted proportionately for cer-
tifications of assessment level above or below 70 per-
cent to keep the effective limit consgstently at what
amounts to 1,12 percent of full value (plus the re-
development tax) for Honolulu and 1.26 percent
for the other counties.  There is no appeal from the
director's certification,?

¥ Public Administration Service, Real Property Arness-
mant in Hamadl, {]hlqn.gn,i lﬂiﬂr p. §1. This agency sugs

eatid that the title of this sectien of the law ke changed

“Properey defined” to “Taxabie propersy' ; the texe
shortencd B0 resl, “Property sabject 1o tax under this
chapter means and dcledes all land and the appar
tenances thereal and the bulldings, strectures and im-
Eﬂmtnu erccied on or affixed to the same ard any
bures exprossly reguired by law 10 be assesed and taxed
as pereanal 1rr:.l|:lr.!1:.'"j amd the list of exclusions res
rased A% exempiiong, o make 18 clear that the legis-
ature has pawer io tax any property it chooses and
make all cxecptions apd exclusions moere  specifically
defirabls,

“.tdngbbd. in 1957, this plan is too e Tor as evalai-
tion of its effectiverssss.  Mowever, the Public Adminis-
trafion Service determined thar asscoments  averaged
absut A0 E‘mm of full value in 1957 {apparently the
level kad been much lower in cardy ar years], and a

reassczsmnent In 1959860 mercased the assesed
walumnibon 58 reent, some of the increass 1 senting
increases inm the valee of existing properties and sddition
of mew propertics.

Even if the Director of Taxation makes his cer-
tification with all of the precision that the vagaries
of the assessing function permit, he stll can decide
legistative and constitutional policy by determining,
through his power to set the level of asesment, the
valup of tax exemption to a homestead owner and
the amount of lomg-term deb that the State and
the counties may incur under the prevailing con-
stitutional Hrmitations based on percentages of as-
sessed valuation, The legislature could regain its
authority, and also simplify regulatory procedure, by
requiring that property be appraised at full vnlrul:,
specifying the percentage of this fgure—100 per-
cent or less—io be used as the tax base, and then
relating tax limits and other items controlled
the assessment level to this specified base,  Meither
the present method nor this possible alternative for
determination of the asssanent level ie self-cnfore-
ing. The significant point is that in Hawail these
instructions go to a respondible department of the
State povernment, not to a host of often untrained
and unsupervised local assessors.

Real property lax exempiions. Hawal's prop-
erty tax base is Hmited not only by its restriction to
real prnlptrty' rather narrowly defined but by an un-
usually large amount of tax-cxempt realty.  The law
requires that the value of tax-exempt real p
shall be deternnined and sssessed “for informative
and statistical purposes.” and of a reporied assessed
valuation of $3.2 billion in 1960, £1.53 billion, or 41
percent, comprised exempt property.  The actual
exemption may have been considerably |=rE:r- O
the reported taotal, the extengve property holdings
of the 1.5, Government accounted for over 44 per-
cent and the properties of the State and county
ertiments foe 30 percent, leaving only nn-l:-fmlrm
the total to be accounted for by legislative exemp-
tion of private property.

']‘th statutory  exemptions  include puoblie
utilities, which are subject to a more productive
special tax en their gros operating revenues,
Otherwise they represent a long accretion of mainly
farniliar types of exemptions that continue to ex-
pend as in other 3tates. The main classes are:

roperty used by religious, educational, and char-
itahle institutions and varioos nnn?mﬁl. Organis
tions; homesteads and the homes of hlind n
sufferers from Hansen's diseass, and totally iuhlJ
veterans; privately owned land dedicated for a
perind of years to public use in $tate forest and
water reserves; temporary exemptions, wiually for
3 yEass, ft:;dpmp:rnr used im the manufacture of
specific products; and temporary exemptions for
urban renewal purpeses,

Homestead excmptions, which represent more
than one-half of all statutory exemptions, are a
lomg-eatablished  Institution. Ohwner-occupied
dwellings are completely exermpt on that portion
of ther assessed waluations wp to 51,500 and
partially exempt according to a schedule on that por-
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tion between $1,5%00 and §3,000 permitting & maxi-
mum exemption of 35230, With the sharp rise
in the level of assesment in recent years, the value
of this exemption has been subject fo substantial
administrative erosion. The grant of temporary
tax exemption to encourage new industry has been
fimited to property wied in the production of a few
kinds of products, such as the manufacture of pulp
and paper from fiber, This incentive ap-
tly has offered little attraction, as there have
n very few applications for industrial develop-
ment exemption in recent years,

While the legislative trend has been for more,
rather than less, exemption, the legslature became
increasingly aware in recent years that exemptions
needed more orderly development and more svs-
Lernatic Supervision, 1960, for example, one
gection of lﬁ hwv' ed exempiions for some 50
ij::l:iﬁtally named institutions and crganizations.

n that year the House of Representatives requested
the Legslative Reference Burcau 1o study the situa-
tion, and the burean recommended in its report,
among other things: that the legislature, instead of
its piecemeal granting of specife exemptions, piro-
vide general exemptions for desirable categories of
institutional wses that would promote uniform treat-
ment, discourage pressure, and improve exemption
administration; eliminat: exemptions for govern-
ment property that 15 being put to private use; and
give statutory authority to the Director of Taxation
to formulate administrative regulations to supple.
ment the statutory provisions® Legislation enacted
in 1961 went far in adopting thes recommenda-
tions, but failed to provide for taxing public property
in private use and broadened further the exemptions
for nonprofit organizations by including the prop-
erty of labor untons and asociations of government

e ployess,

gﬂllrﬂl Administration of the Real Property
‘e

Administration of Hawaii's real property tax,
including all of its components of appraisal, assess-
ment, collection, enforcement of tax liens, and wech-
nical research, comprises one of the main functions
of the Department of Taxation, which iz respons-
hle for aﬂ'm[atn:rjng the bulk of the State’s taxes.
Cne of the State”s 18 major administrative depart-
ments, it i headed by a Director of Taxation ap-
pointed by the Governor with the consent of the
Senate for a depepr term. Supplementing  this
organization for tax administration are eouatty
boards of review and a tax appeal court, the mem-
bers of which are appointed by the Governor.,

The department iself s organized both on a
functional and a geographical basiz.  In addition

* Tom Dhnell, Real P‘r-n::é#r.q.' Tax Exemptisn in Hawaii,
Legislative Rreference  Bureaw, Tiniversity of Haowail,
Repart No. 3, 1961, pp. 25-20.
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to the central office in Honeluly, with its staff and
line agencies, district offices are maintained, directly
under the supervision of the Director of Taxation,
in the three outlving island counties, These dis-
trict offices, each organized under a county tax
administrator, represent the department in admin-
Btering within their respective districts the taxes
for which the department is responsible,  The city
and county of Honolulu {island of Oahu) contains
Four-fifths of the State’s population, but only 604
of the 6,435 square miles of the 8 principal islands.

Within this general structure the organization for
property tax administration has certain features
that give it an appearance of complexity but actu-
ally contribute to its effectiveness, In the first
place, it follows the geographical basis of the depart-
ment.  In the second place, becauee of the avail-
ahility of the services ﬂF]:hI: departmeni’s staff agen-
cies and the ability to integmate cortain procedures
common to all taxes adnonistered by the depart-
ment, it it not an entirely self-contained organiza-
tion,

Organization  for airesrment  adminisiration.
Ooe of the department’s line agencies is n Real
Property Asscssment Division, headed by o real
property tax director.  This division, according 1o
the department’s program and organization man-
ual, "Plans and admnisters a comprehensive sve-
tem of appraial and assessment of all real property
in the state. . . "% This division includes an
appraisal beanch, a tax maps branch, and a tech-
nical services wnit. The appraisal branch is
responsble for all appraisal and assessment in the
city and eounty of Homolulu, which accounts for
over four-fifths of the State’s taxable valuation,
The tax maps branch performs a statewide func-
tion in preparing and maintaining maps of all
parcels of property throughout the State for the
use of assessors, and alio duplicates maps for other
public and private wies, The technical services
umnit, & guite recent addition, has the res ihili
for I:lmqloping and maintaining 1.1||.'H1.1r.|'|'|.F":::l:|1.-l}dr;
procedures, and technigues to be wied in real prop-
erty assesment throughout the Siate,  Its work
includes valuation research, providing a classifica-
tion system for appraiing land and impmwmt‘-ms.
preparing appraisal manuals and puides, recom-
mending values for agricultucal lands, helping to
appraise complex structures and difficult rural
areas, and conducting staff training programs.

Froperty in the counties of Hawail, Kavai, and
Maui is assessed by the real property tax branches
in the department’s self-contained districe tax offices
that serve thess counties, subject to the standards
and supervision provided by the central office. A
collection branch in each district office handles the

* This Al-page manual, a3 of September 1961, covers
with text and charis the organizstion, programs, and func-
thors of the deporiments stafl and I:‘fnu agendien and dis-
trict offices.
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collection of all tawes, including property taxes,
under the district’s jurisdiction,

Oihér faatures of Dproperty tax adminisiration,
In making administeation of the property tax one
of the functions of the State’s comprehensive Die-
partment of Taxation, it has been peasible to use
certain general Facilities and services of the depart-
ment, thus aveiding duplication and minimizing
overhead, The Il::"j-nguluml:ln Division, which & in
charge of all of the department’s collections and
accounting, provides clectronic data processing for
the department that includes, for property tax ad-
minEtration, preparation of assessment lists and
notices and tax rolls and bills, etc., for all isdands,
and programing and processing cards for statistical
and research projects. The real property tax col-
lection ¢ showd current collections in gecent
vears of 98.5 percent or more of the annual levies,
with a negligible pecumulation of delinguent taxes.
The services of the department’s staff agencies also
Play some part in the conduct of property tax ad-
ministration, namely, the personnel, technical, and
administrative services offices, the last of which is
concerned with budgeting, study of operations and
management methods and procedures, and tax and
economic research and analysis,

The Quality of Assessment Administration

The law requires that all property shall be valued
by appropriate svstematic metheds selected and ap-
plicd to obtain, as far as posdble, uniform and
equalized asscszment througheout the State, and that
all land shall be asmesmed in accordance with ifs
highest and best use regardless of whether the Jand
concerned is put to suc?ust or not.  Mesting these
requirements depends not only on satisfactory ad-
ministrative organization but on the competence of
the staff and its utilization, and the quality of the
appritisal standards and procedures and their appli-
cation.

The general lines of the present organimtion date
from 1432, when the Territory drastically amended
its property tax law following a professional survey
of the tax and its administration and a complets
reassessment.  Incorporated in the law, apparently
to assure permanence for the most approved assess-
ment methods of that time, was o veritable assessors
manual of procedures.  In subsequent years assess-
ment administration adhered roatinely to the meth.
ods established m 1932, but with the postwar land
and building boom, assessment problems began to
get out of hand, In Oahu much rural land was
shifting o urban use or influence and there were
spectacular increases in land values, while effarts by
tax commisioners and conference committers of
taxpayers were only partially solving the problems
of rural land valuation.

The legislature authorized a special study of the
situation, and the Termtomal tix commissbaner re-

300 435 23— 4

tained the Public Administration Service in 1955? E
survey real property assessment practices,  Su
mitting its report in December 1958, the Public Ad-
minisiration Service observed that writing detailed
technical methods into the low in 1932 had not
proved entirely successful-—that it had “tended to
arpest the development of assessment administra-
tion at the 1932 level when surely Hawall must
have had one of the world’s best systems.  In the
meantime, however, asesing theory and practice
hawe been moving rapidly forward.™ ?

The survey smﬂﬂp]nmde a thorough technical
analysis of the law, organization, persormel, metheds
and procedures for assessment, and where it found
substandard policy or performance it recommended
gpecific remedies.  The staff Andings were, in brief:
Simplification and clarifcation of the law would
facilitate high-standard assessing.  The organiza-
tion was hasically sound, but conld be made more
effective by certain internal adjustrnents and the
addition of & technical divigon to carry on research
and develop stanwdards for the guidance of assessors.
The personnel, bogged down in reutine work and in-
cluding some ons who had advanced in rank
mainly en the basis of seniority, needed better wtili-
eation and professionalization. Mo major cha
was required in the gize of the staff except for
additional technicians, While some progress was
being made in methods and procedures and a sales
ratio study by the survey staff disclosed that e
erally speaking, the data reflect credit upon the
assessing operation, particularly in the relatively low
degree of dispersion that exiss,” an adﬂ!lﬂar.e prop-
erty classification system was lacking and there was
inadequate valuation research.®  To develop these
two basic procedurss, which, it was pointed owt,
would facitate equitable mazs aﬂmﬁm by a rela-
tively small stafl of trained people, the report pre-
sented comprehensive recommendations,

The Departiment of Taxation adopted the find-
inge as a guide to strengihening asesment admin-
tration and took steps to effectuate a number of the
recommendations,  While enme of them involved
long-range programs, the department made sub-
stantial progress in their development in the first
5 wears following the submision of the report
While there was some difficulty in recraiting quali-
fied people, a newly created tochnical services sec-
tion m been staffed with its quota of five specialists

Asermment in Wewaii, op. cit, p. 4+

*In emphosi the meed for better classification aa
ap nid o the asseszment of rural land, & basic fupr
in Hawaii's economy, the Public Adminisration Service
commenied in its meport {p, 423 “It ls po douht more
than & emincidence thit rwe American Jurisdictions
that take roral lamd assessment mnst seriouasly are also the
anly two that Bave centrolized nsscssment organizations,

the aaly two where there are o eletied assmssary,

ard perhops the oaly two where ity limits" mean pothin
for fax purpesss.  These jurisdictions are Hawab
Puerio Fico™
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by June 1959 A revaluation of peal
l'hr-n{th:rut the State, started m 1959 aﬁm
pleted in 1960, raised net taxable value by 5B
pereent.

With the aid of a technical staif that could con-
centeate continuowsly on setentihe clasification of
property, valuaton research, and training of as-
seeors, and abo undertake specialized appraisal
work, the Real P‘rnp-rrl':.r Amtpmrnent Division hac
besn enhancing the ;Jm{tﬁimml cuaality of its wark.
A review of the division's programs early in 1962 dis-
closed that the classification of improvements had
been refined, wnit values assigned to the several
groups, and the system applied to mass appraisal
of 125000 buildings in Oohu. A comprehensive
thouph still tentative land wse clasification had
been developed ounder 7 ma_jn:r categaries amd 20
subcateporics, with ientifving definttions, while
more detailed clasification within categories was
under way.”

The valuation analysis required 1w make classifi-
cation an elective tool of assczment has been and
it being carried on along a aumber of lines, among
them developing cost factors related to the building
classification, improving the formula for computing
depreciation, analysis of various kinds of Jeasss as a
means of appraising the large leaschelds that are so
prevalent in Hawaii, and determining standards, in
cotnplisnee with the pequirement that land be
agsegsed i accordanes with its highest and bost use,
for assessing undeveloped or unEI‘i.-.rdL'wlu]:led land
classified as wrban. Alding in the solution of this
last, and very difficult, problem is the recent
“greenbelt” provision under statewide zoning chat
permits the dedication of land for specified use for
10-vear periods, subject to retroactive taxation if
land & withdrawn for higher use during this period.
Bales ratio studies are made regulacly for checking
purposes, but with due regard for speculative price
distartions.™

As more systematic methods of asesment evolve
from classafication and valuation research, the tech-
nical services stafl has the re sihility for educat-
ing asscssors in their use, This is done by preparing
reparts, memaoranda, manuals, ete,, for instruction
and guidance, holding briefing sessions on how to
apply new criteria, and checking on performance
to determine possible need for further instruction.

*For example, cropland is ome of five eatcgaries of
agricultural land and it, in turn, i pubdivided inco pine
apple, sugarcane, and diversified crapland. nder
further subclassification that permies equitable refinements
of waluatian, eapple land is placed in five clawes

mﬂiﬂg freen class A, ﬁlm: land for im‘p‘pf-r cullupg,
tor class E, submerginol lond that is u far this .Fmrl:rﬂ.
Identifying choracteristics have been specified lor each

class, bazed mainly on mil, topographse, climaric, and
wtility characteristics.

1% Fnr example, the madl-order aales prices of lots in b=
divided lava beds on outlying isdands may mﬂg:en:pmn:l
of 51,500, although the division can fisd a nominal valus
of no more than § 100
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With appropriations available to pay part of the
fuition cost, encouragement i3 given to asiessors b
take special courses in apprasal. Comemunication
with district offices has bern mmproved to some ex-
tent, but is a continuing problem,  WValuation
schedules for pincapple, sugar, and ranch land are
prepared by technical services staff and sent o
the districts for use in assessment; district assessors
come to the contral office one of more times a year
for conferences; members of the central stafl make
frequent visits to the districts, sometimes upon re-
quest; and prefessional libraries are being devel-
oped in the district offices,

FPersonnel, Salaries, Overall Costs

The stall for assessment administration B under
the State's civil service system, classthed as to funcs
tion and I'E':F-ﬂnti:hi]it}' and with p-:rm"sinn for regu-
lar salary increments and opportunity for advances
ment, [t constitutes a professional working organi-
zation with no political or sinccure joba. A total of
41 persons was employed in September 1961, in-
cluding, in addition to the real property tax direc-
tor, 22 persons in professional and rechnical posi-
tions and 3 in clerical and miner technical posi-
tions, The former group included 5 research and
appraisal specialistg, 34 appraisers (18 in the Hono-
Iulu office and 16 in the 3 sutlying district offices),
and 13 tax maps recorders and drafismen (ths
branch including 7 other employess) .,

For the 52 professional and technical positions,
salaries range upward through |1 grades, and with-
in cach grade there is provision for 7 incremental
steps and 3 additional longevity steps.t?  For exe
arnple, there are four grades for bullding apprais-
ers, with salaries in 1962 ranging from a starting
figure of 35,076 for grade I to a top figure of 39,096

U The following table shows for this group, polthon
titles, number of emplovees, and salary range in 1962,
The maximum figures irdicated may be increased aboat
14 percent by longeviey increases.

Salary rmange Peistinn and number of employess

E10,032-E13.440. . ,,, Renl praperty tax director.

B 096-812,092. ., .. . Real progerty valvation engineer (1)

BA.256-511.064, ..., SuFe.r-.-lu:n'y real property appraiser
11; tax maps recorder (1}

ST 4RR-§10,0%2, | .. Agricultural land waluation specialis

H]ﬁ:ml; renl praperly appraiser
F6,702=50,096....... Improvement  walwation  specialist
lﬁ]: Cosndy  real properiy  ap-
aer 1 [!E; buslding apnimdses
P i13; land appraiser 11T [1).
B6,156=58,256. . ..... Bulldieg appraiser IIT (71; lame
appraiser [T (B}; amiztant tax
enaps roearder (1]

$5,502-537,488, ... Bulldisa apipra.uu II (3]; lamd
oppeaiser 1 (4],

§5,300-87,128 ... Fesearch analyst IT {1),

S5 0Te—B6,TEE. ..., Building appramer 1 (6); tax maps
drafimenan 11 (£]. oE

B4 BAG-F5,468, ... ... Fescarch analyse T {11

54.302-35,065,...... Tax maps d.lIJ:man IiTh
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$10,392 including lonpevity steps] for grade TV,
n addition to the maximum for the director,
§13,440 ($15,348) and for the head of the technical
services wunit, S12,192 [$13,930), thers are Gve
other supervisory or research positions that pay
maximums of over 310000, Department officials
state that they have had no serious problem of turn-
over in personncl. [ According to some obseTvers,
there tends to be a problem of inbreeding and lon-
gevity.) iy g

The cost of property tax administration is borne
entircly by the State; mo charge 5 made to the
counties for this service, The overall expense is
higher in relation to taxes collected than for other
taxes administered by the State.  In the bicnnium
ended in 1959 the budgeted cost of assessment [in-
cluding boards of review) was 5740000, appeoi-
mately 2.1 percent of property taxes collected, while
this cost plus the estimated allocable EXpENSE of
department administration, collection sernces, #5c.,
and the tax appeal court, 1,117,000, approximated
33 percent g? taxes collected.®  These percent-
apes are influcnced, it should be emphasized, by
Hawaii’s relatively modest use of the propesty tax
(33151 per capita in 1961, compared with an
average of 25835 for the United States), A more
J:'Ita.r]]r dverage e of the property biax would reduce
them markedly, since the cost of administration is
not greatly influsnced by the size of the tax mate,

Provision for Review of Assessments

The assessmant process mast inchude, in addition
o the original assesment, some provision for ad-
ministrative or judicial review and it frequently
includes provision for interarea equalization. In
Hawail peasonable intercounty equalization is a
by-product of centralized assessing that follows uni-
form methods and standards throughout the State,
To preserve for the taxpayers their right to an
opportunity to Be heard, the State has established
gpecial agencies,

In each of the four county tax divisions there i
a board of review com of five residents ap-
pointed by the Governor for overlapping $-year
termns. There is also a tax appeal couwrt, with
statewide original and appellate jurisdiction, that
consists of three members appointed by the Gav-
ernor for overlapping 4-year terms, one of whom
mmust be a lawyer and be desipnated as judge of the
court. A distinguishing feature of the review
boards and the eourt is that their jurisdiction ex-
tends to appeals from all State administered taxes.,
A taxpayer may appeal his assessment o the board
of peview 1 the tax division in which his property
is located, or directly to the tax appeal eourt. Both

T These figures are derived by r:h:lnﬁ Budget amouanis
computed apd estimated by Public Adminieration Servics
{iee Report, po 9) to tax collectioss {adiwsced for delayed
callections) of $34,218,000 in the biennium.

the taxpayer and the assessor may appeal from
decisions of the board of review to the tax appeal
court, and either may carry an appeal to the State
supreme court. The procedure for boards of
review 15 primarily that of appeal rather than
review; but they are required to submit annual
reparts to the Governor covering features of their
work that they believe pertinent to good assessing
and nnting additienally any instances in which in
their opinton there have been assessing errors on
properties not brought before them on appeal.
This plan & superior to the familiar ex officio
review board in many States and to the cumber-
gorme pyramidal machinery that some States have
evolved, but it has been subject to some criticism,
Under the law, [or example, the level of assess-
ment, of itself, doss not appear w provide a ground
for appeal unless @t exceeds | percent of full
value, Thers 15 additionally, the problem of find-
ing five citizens in each county, willing to serve for
a small per diem compenaation, who are well versed
nat only in property valuation but in all of the
State adminisiered taves. It has been said, also,
that by ther power o change individual asess-
ments, boards of review can distort the systematc
work of the centmal am:uing agency, That agency,
however, has the right to appeal review board deci-

sions,

A few proposals have been made for modifica-
tien of the plan. One has been to give the countics
authority to appeal the level of assessment, appar-
ently inE'u:a.:ing distrust of the present memfﬂ[
assuring them their full statutory taxing powee®
The Public Administration Service suggested re-
placement of the present boards of review by county-
controfled boards of equalization, with powers re-
stricted larpely to referring assesed valuations af
individual properties or classes of property o assess=
ors [for further study.  As an aliermaiive to diffu=
sion of adminissrative responsibility, it might be
more [ruitful to reinforee the central agency's facili-
ties for revicwing its own work and to require that
the agency make regularly available an adequate
statistical evaluation of its assessment performance,

Centralization vs. Decentralization

Since central administeation of the property tas
is traditional procedure in Hawaii, the State’s citi-
zens probably are not so fully aware of its advan-
tages, actual and potential, as they would be if the
gystemn were a pew product of progressive civic
efort,  These p.-dvanta.gc.l becrme n:lnl;an'l.-'.il:u.l.'lr o
ever, when comparnson is made with the various
arranigernents in the other States,

WA Bl empowering the counties to appesl State as-

seusrments wia passcd by the last sossian af the Territarial
Legmlacers in May 1958, but wai vetosd by the Qeversor,
It was t'etn_emductd I the st sasedon of the S2a1e .
ture, later in that year, but failed to pass.
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Under Hawaii's system of State asessment, a
reasonable degree of statewide equity among classes
and within classes of property is being worked for
through a i assessing staff following uni-
form methods and wres under central super-
vigion, reinforeed the valuation research work
aof a central technical stadl.  Thess profesional and
technical resources are just as available to rural areas
as to urban arcas. Decentralization of assessment
would eequire an expensive duplication of some of
these facilities, or their dewngrading in rural coun-
ties that might find it difficult to meet the expense.
This system also can obtain intercounty eqgualiza-
tion without the creation of a special State organi-
zation for this p::‘]:m. Mot to be averlooked are
the economies and efficiencies resulting from the
availability of the resources of a central tax
department, among them electronic data processing
facilities for preparation of assessment rolls, tax
hills, ete., recordkeeping, accounting, and statistical
redearch,

As a support for a well-integrated State-local pev-
enue system, as an aid to unibed State econornic
development, and as & wseful factor in maintaining
gn uncomplcated government structure, the ime-
poriance of a sound system of central assessment
can hardly be overemphasized. It removes local
fiscal capacity from obscurity, avoids the coonomic
and fscal weaknesses of competitive underassess-
ment, and olwiates the need for the -tnt'nl?]u: and
costly regulatory organimton and machinery o
which other States are turning in order to salvage
the property tax.

That there should be some sentiment in Hawaii
for transferring property tax administration to the

DOUnLY FOVErnments s not 3 isiz The tax is
wied entirely for local p I-w!mir. i:g-in Ia
locally adrministered in the other States, the local
adminstrative organizations would be expandead
and have more jobs available, the impersonal, pro-
fessional character of State assessing could be re-
placed by a more flexible local approach, and it
might seem to mark tess toward more fecal
autonsmy,  Actually, if the counties are interested
in rmore fiscal autonomy, their concern must be with
policy matters such as the relaxing of tax rate and
debt limits and restrictions on what they can spend
money for,  The assessment of property and collec-
tion of taxes are properly matters of fiscal adminis-
tration, and o long as the Btate provides these ad-
ministrative services efficiently and in accordance
with statutory requirements, it does not interfere
with county determination of fiscal policy within
the range permitted by law,

the advantages of ceniral administration were
being vitiated by failure of the legislature to appro-
priate the money necesiary to maintain good-guality
adminitration, or by a lack of competence and zeal
on the part of the it of Taxation to do
a good admimstrative or by department assesi-
ing policies that were z:lhurt:hanging the taxing and
borrowing powers of the counties, there might be
strong grounds for considering  decentralization.
In practice, however, the legislature has been mak-
ing fairly adequate appropriations, the quality of
assessment administration has been improving under
a well-defined and constructive p m. It would
appear, in fact, that the 3th State already has, or
is close to having, what the others might Iike to
have if they knew how to get it-



IDAHO

Idaho is approaching the end of a reappraisal
undertaken cooperatively by the State and
the counties. The statutes required that the pro-
am be commyenced in all counties by 1961, In
gen:mhﬁ of that year work was begun in the last
of the 44 counties and it is anticipated thar it will
be some time in 1964 before the entire project is
completed. The work of appraisal was divided,
with part to be done by the State, part by the coun-
ties under State supervision, The State Tax Com-
miszion staff appraises all commercial buildings and,
jointly with the county assessors, urban land. For
appraizal of rural land, buildings, and residences,
a special staff of about 12 appraisers was emy
by the State o train and instruct personmel hired
by the county commissioners and the assessors.
When appraisal is finished, the records and infor-
mation become county records.

After completion of the appraisal the State Tax
Commission exercises continuing supervision over
appraisal of pew commercial structures, additions
and Improvements and appraisals in urban and
lakeshore areas which are subject to rapid change.

The Tax Commission also continues its full réspon-
sibility for assessing railroad, electric transmission,
telephone, telegraph, and pipeline companies as it
had in the past.

When ﬂq:t:c}:upwiul project was underiaken it
was anticipated that on its completion n all coun-
ties, aesessments would be at 100 percent of the :];
praised value. It is mow anticipated that when
entire project is complete, asesaments will be set at
a uniform level, below 100 percent, but at a ratio
adequate to provide for the poorest county,

Property taxes in Idaho are levied on real and
tangible personal propenty. A relatively minor but
not imEgnifcant in the base was made re-
cently with the removal of bouschold furmishings.
The Tax Structure Committee, reporting in 1906,
gaid: “The tax on household furnishings i not
levied in all countées, and does mot produce signdf-
icant revenue ' The committee, the State Tax
Commission, and the assessors all joined in securing

removal of this tax.

' Report of the Tax Stracture Commiditer, Bosse, Tdaho,
¥AG, pp. T-B.



ILLINOIS

With the adoption of its full valuation act in
19435, Illinois initiated systernatic intercounty equals
ization of assesments. In 1940 the legislature en-
acted a county assesiment supervisor law, designed
ko imlpm'-'l: the quality of asscssing produced by the
State's antiquated township assessor systern.  This
ET promptly was declared unconstitutional, but
under permissive legislation pased in 1953 and
1957 some progress has been made in 5 ening
the local erganization fer assesment administration,
Repeated attempts to amend the broad and con-
fuging uniformity provisions in the State constitu-
tion have failed, however.

Under the strict uniformity provigions of the
Minois constitution of 1870, the general property
tax is commonly regarded as applying uniformly te
all classes of property, real and persomal, unless
specifically exempted in accordance with the enu-
merated exemptions permitted by the constitution
[ public property, property used for religious, chari-
table, and educational purposes, ete,]. The statutes
call for the assesment of all taxable property at fair
cash value and fts taxation at a uniforn rate inoan
u.r.inglrli.striq:r_ In ra:ékr,lnap;d; EEI:J -;rmiﬁai

ral property tax EvE , with variations
ar different classes in the level of assessment,  This
policy has led to endless litigation, with the result,
as one commentator has said, “"that one iz often
faced with a developing hodpepodpge of conflicting
interpretations of an already confusing constitu-
tional limitation,™*

Organization for Assessment Administration

Property taxes in Illineds produce about $1.4 bil
lion per year as the primary source of revenue for
oveT 5, Incal ta umitts, & figure as latoe as
the aggregate of nﬁcr State taxes, Whilks the
State has made only negligible wse of the property
tax for ifs own purposcs for many years, it 15, of
course, responsible for determining the form of the
tax, such ceilings on the wse of the tax as it deems
necessary, and the method of administering the tax.
Under the srganization which the State has created,
respomibility for the function of asscsment admin-
istration is shared by a large number of township as-
sesament districts, warious county officers and agen-
cies, and the State Department of Revenue,  Some
understanding of the general features of this or-
ganization is noeded to evaluate the State's recent
efforts to Improve it.®

IWade |, Newhoase, Jr, Corefifafional Draiformen
and Eau'-nhljl_'l in Srade Tl-ﬂ-:.rﬂ n, University of H#ﬂlwismf
1959, p. 166,

"For fuller discussion ol the organizaiion, see Bobert
H. Pealy, A Comparatizs Study of E:ufrr!;l Tax Adreimir-

Fratien i Hllenedd and Mie ﬁd—d Imscitare of Public Ad-
mirdiffation, Univerity of Michignn, 1956, pp. 34-87.
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Local arserement organizalion.  Ag the result of
permissive legislation in 1953 and 1957, the local
machinery for asscssiment administration & experi-
encing a gradual transition.  Prior to 1953 it was
substantially as follows, Of the State’s 102 counties,
17 in the southern part of the State are so-called
commission counties having no township organiza-
tion, In these counties the elective cousnty treas-
urer was ex officio the assessar.  In BY of the other
83 counties, all of which have township organiza-
tion, the primary assessment district was the towns
ship, with an asmesor elected for a 4-ypear term,?
St Clair El‘.‘rl.l.l':l[].- had an alective Conmty board of
asseszors and Cook County had an elective assessor,
but there alse were elective township assessors in
thess two counties except in the cight townships of
Chicago and Belleville and East 5¢ Lowis in St
Clair Gounty, The woeal of primary assessment dis-
tricts in the State was close ta 1,500, o the towie
chip counties (except Cook and 5t Clair) the
county treasurer was ex officio supervisor of as-
sessments.  In all counties there were, and are,
county boards of review or their eguivalent

A proposal was considered in the 1945 legisla-
ture, but defeated, to establish the office of county
asscgsment supervisor in all counties except Cook
and 5t. Clair Counties and reguire the we of mod-
erft appraisal methods in aseettment. In 1940 a
sirmilar proposal was adopted.  Full-time county
amemment supervisors were to be appointed for 4=
vear terms by county governing boards from names
chosen and certified by the State Department of
Revenue from lists of persons subemitted by the
county boards.  Elective township asessors were to
become deputy assssors and the supervisors would
be, in effect, the asesors. The courts quickly
found this notably progressive step unconstibutional.

The legislature tried again in 1953, (or counties
with populations under 150,000, by authorizing
commision counties to change to appointive ases-
sors, and authoridng board-of-supervisor counties
te change to appointive supervisors of asesments.
Im 1957 the leonlature extended these suthorica-
ticas to all of larger counties except Cook and
&t Clair, which already had special arrangements
for county mssessing, A county board may adopt
this plan by resolutzon; but by petition signed by 5

t o the rq:i:ter-r.d voters, # referendum can
required on such action or on the question of pe-
quiring the board to take such action. The plan
alwo can be abandoned by referendum ; but in 1951
the legislature ratsed the petition-signature requine-
ment to 10 percent to discourage the activities af

*With noe masicipal assessors, each anunicipality de-
peods for s ssscsmment on the iownship distrlen that lie
within o averlap Bt
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small presure groups.  Forty counties  have
changed to appointive county S55esSment SUPervisors
OF APPOINLIVE ASSESEOTS,

In appointing such officers, the county boards
are required to choose, on the basis of competitive
examination, persons of experience andl'ﬂ training in
property appraisal and property tax a TR EOn
or in -,..,-:L;p]:[-:.{ an “equivalent nature” Appoint-
ment & for a $year term.  The legislature set
minimum anmual salaries for such officers, ranging
from $3,600 in counties with populations under
10,000 to §7,200 in counties with populations of
150,000 or more, It has pruvidm:l, ako, that maxi-
mum salaries may not excesd these minima by more
than §2,400. In 1959 the legislature authorized the
State o reimbiirse counties for 50 percent of the
salaries of such officers,

An appointive county supervisor of -assessments
i3, for practical purposes, a county assessor.  While
the eclective township asssssors continue, they are,
in effect, deputy asesors.  He is required to in-
struct them in methods desfgmed to produce uni-
form assessing in the county and there are penalties
for willful violation of instructions, He has the
same authority as the township assessor o ames
propeety and make changes in assessments, can
make changes in the latter's valuations, and is clerk
of the county board of review, He is required, also,
to set up in his office, in accordance with specifica-
gons by the State Department of Hevenue, tax
maps, property record cards, ete., for all ceal estate
in the county, with the qualification that he may
maintain copies of, but not duplicate, the wark of
Fall-time township asssiors that meets the spectied
standards.  The 1957 legislature also required the
installation and maintenance of property record sys-
tems in all countiss except Cook and 5t Clair.

Boards of review are all at the county level. In
commission counties the three county commission-
ers comprise the board, In board-of-supervisor
countics the board consists of the chairman of the
board -of -supervisors-as-ex-officto-chairmar *—and
two members appointed by the county judpe.
(Cook and 3t Clair Counties have special pro-
visions.] These boards are responsible for intra-
county equaliztion and adjustments of individual
astegrments G 1:|:||.'np'|air|t or on their own motion,
Appeals from the county review boards are to the
State courts.

State orgenization. The Btate Department of
Feverne, headed by a director appointed by the
Governor with the advice and consent of the senate
for a 2-year term, has as its major responsibilitics the
collection of about three-fourths of the revenue
from Siate taxes and fees, and the conduct of the
State's share of property tax administration, the
latter mpinly through its Property Tax Division,

*'The county board may designate a member other than
the chairman to serve if the chairman so wishes.

Created in 1943, this department succeeded a three-
member State Tax Commission which had been
responsible, among other things, for propemy @ax
administration amf which had, in turn, replaced in
1919 & State Board of Equalization established in
1867. The State has had nearly a hundred years
of experience, therefore, in joint administration of
the property tax.

e Department of Revenus has three major
dutics respecting the property tax. (1) It is re-
quired to assess all railroad proporty except non-
carrier real estate, the capital stock of cortain classes
of companies organized wnder the laws of Tllinois,?
and the operating personalty of private car line
companies doing business within the Seate. (2% T
is required to direct and supervise the assesment
for taxation of all real and personal property in the
State;-advise-and-asist-local asessing - pre=
scribe peneral rules and regulations for assessing,
which shall be binding on bocal assessrent officers
prescribe of approve [orms, Rles, and records au-
thorized or required for the wse of local assesment
officers; and review exemptions of property ap-
proved by local boards of review or the board of
appeals. (3} It is required to equalize the asmess.
ment of property among the counties of the State,

To carry cut these duties the department has been
given extensive powers, among them powers of fact-
finding and investigation, the right to reguire from
local offfcers all nesded inEumu.tFan. amd the righl;
to order in any year, in any county or assesment
district, a reasessment of all real and personal
property, ar real or personal property, or any class
of personal property, to be made by the local pesess-
ment officer, and cause it to be substituted for the
original assessrent.

The Property Tax Division, which is responsible
for most of the property tax work of the department,
operates, a8 do the department’s other major line
divisions, through two offices, one in Springfield
and one in Chicago. The supervisors of thess offices
are career specialists in property tax administration.
The technical appraigal staff engaged in central
amessment B concentrated almost entizely in the
Chicago office. While the duties of the department
respecting the property tax have a vital relation to
the efficient and equitable administration of this
major source of tax revenue in the State, only about
5 percent of the budget appropriation of the depart-
ment goed (o support the Property Tax Division.
Somie observers attribute the seeming shortchanging
of this function o its inclusion in a department
whose chief concern is Btate tax viclds,”

®The capital stock of the following kinds of
it locslly assesed ! manufactoring and mercantile, mining
and ulﬁng’ of coal, printing, newspaper publishing, far
improving and breeding of steck, banking, mutual build-
ln.E. bonn pnd homestead associations.
Bee, for example, Fealy, o, «it, pp -4, 72,
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THE ROLE OF THE STATES IN STRENGTHENING THE FROFPERTY TAX

Equalization of Assessments

In 1945 the legislature enacted a law desipned fo
produce intercounty equalization of assessments at
full value, the purpee being o rémeve ineguities
arsing from rhE VRIYIng IEvE]s of unduru;ﬂi‘:ucm
that prevailed throughout the State.  These imequi-
ties included lack of uniformity in the application
of debt and tax rate limits, distortion in the dis-
tribution of equalizing State grants, and nonwn
formity of taxation in intercounty taxing districes
and of State asewed property.

This law, effective in 1946, requires the Depart-
ment of Revenue, through analysis of property
transfers, property appraisals, and such other means
g5 it deems proper and reasonable, to determine for
cach county the ratio of the amessed valuation as
revised by the county board of review to the esti-
mated full, fair cash value, and then to certify o
each county clerk the percentage to be added o or
deducted from the assessed wvaluation o bring it to
full value, The de ot uges a “mulliplier” o
make thess adjustments.  The law called originally
for annual equalization, but in 1950 this was
changed to equalization only in quadrennial assess-
ment years, with the same equalization factor to be
wied in the 3 succeeding wyears, The equalized
aspessmments are the basis for taxes, tax rate limits,
debt himits, and fermulas for distobating State aid.

The program has not accomplished its purpose of
ogualization at full walue, but has produced a
reasonable degree of intercounty uniformity in the
average level of assessment.  The immediate cffect
was to raise the egualized value of assessed property
in the State from £%.04 billion in 1945 o0 §20.76
billion in 1046, The latter fgure was fairly close
to full value, but the ratio declined in s uent
years to around 30 percent in the mid-1950"s and
currently i cloge to this level, According to the
Department of Revenue in 1962, “the current
equalization factors of the department result in

palized assessed values that would approximate
% percent of the value indicated by the average of
the adjusted weighted average real estate sales
asmsemment miins for the three most current years
for which such studies are available,” T

Accounting largely for the department's fatlure
to equalize asesmments at full valwe was the same
distrust of postwar market values that influenced
the policies of assessors throoghout the country.
Tlse as the equalization factor of the average assess.
ment ratio determined for each county by a ratio
study based on pecent property transfers would have
raised the county assessments 1o approgimate mar-
ket value; but in view of the prevailing inflation the
department in its judgment discounted the market

value. Consequently, by means of averaging for-

" Departreent of Revenwe Equalization 1962 [Thepar-
n'lt:nl.hlr“ﬂl'm:l.
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mulas employing the ratios of several past years and
the application of various “deflationary factors,”
the department was able to produce equalization
factors that tended to discount what was believed
to be temporary inflation.  There appears to have
been a tendency for these devices to lessen the de-
gree of intercounty uniformity that was obtained

The Ilincis Legislative Council, reviewing in
1957 the accomplichments of the progeam, found
it moderately successful in accomplishing inter-
county equalization, but noted that the level was
only about 50 percent of full value and that fairly
substantial varations still existed among the coun-
ties.” The Census Bureauns assessment-sales ratio
study of 1956, however, found a relatively high de-
gree of intercounty assessment uniformity in THE-
nois.  The asesment ratios of two-thinds of the
counties in the mmple were in the 40459 percent
bracket, with the remainder in adjoining brackets.

Another factor that influenced department pol-
icy respecting equalization at full value was the ef-
fect of the assessment leve] on taxes under existing
statutory tax mate limits, debt limits, and formlas
for distributing State aid that were related 1o
asessed values,  In conjunction with adoption of
the “full valuation act™ in 19435, the legislature .
dertook a compensatory adjustment of thes: meas.
urernent formulas over a transitional period through
1950, later extended to 1952, Numeroes i;hqngq:
in tax rate limits have been enacted since.  Ae-
cording to the Department of Revenue, “The tax-
rate Bmitation begislation since 1945 makes it diffi-
cult to determine the exact rate lmitation for any
particular fund or district.” *  Instead of carrving
out the statutory mandate to equalize assessments
at full value and leaving to the legislature the fune-
tion of adjusting its measurement formulas 1o the
base it had mandated, the department, by inter-
posing its interpretation (influenced by public, soo-

nomic, amnd political considerations) of the
erualization hase, appears to have assumed sorme of
this legislative responsibility.

While the Department of Revenue now equalizes
assessanenits only in years of quadrennial assessment,
it conducts asseasment ratio studies in each coungy
for cach year. The general property tax applies to
tangible and intangible property as well as o peal
property, but the real estate ratio studies are the
primary basis for egualization, Cited in support
of this procedure are the difficulty and expense of
covering personal property and the fact that real

*Forn good analysis of these ?'nnbdum amid thewr &f-
fect, see Kolf A. Wail, "*Froperty Tax F-Eu-ilhtihﬂ im TIk-
moin,” in National Tar foxreal, Jome 1955, pp. 157=167.

¥ Ilincis Legislative Cauncll waliration of Property
Tax Ameirmesis, Sprin une 1957, {Bulletin
904

* Drenartmest of Revenue, Preface to July 1959 cdition
of the Bevenue Act of 1938, 5 WL
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eits 70 percent to 30 peroent of the
a.asmud 1.- uation, The studics are based mostly
on sales, all usable, bona fde sales being wsed, ex-
cept n ﬂm}: 'I:,'.-l:lunt:lr, where 2 :ampl& ig used. Al
though it may be questioned that sold propertics
eomstitute & satisfactory sample of all real estate, the
department lacks the financial resources to do much
wh:mmti.ng of sales data with sample agq[.‘ﬂ'a-isals.
department stratifics its sales sample
phically and by classes of property to the extent
E;u: thiz 1 feasible. In Cook County the asscss-
ment records permit the wse of 17 classes of prop-
erty, but in other counties the classification is lim-
1:3( miinly to rural and urban property.  Policy
Tespect Fuhtu:a.l:u;m af assesament vatio sowdy data
hxe v:.rﬁ in the past but was liberalized by 1961
Iegislation.  The department now Elubl:l!-i‘l.vl‘.‘:. ot
only the nqu:lmtm factors and multipliers for the
several counties, but also has available, by counties,
median assessment rabios, measures of dispersion,
and frequency distrbutions,

Intracounty equalization, Since the State equal-
ization program is intercounty in its application, it
affects intracounty equalization only indirectly.
The Legislative Council commented in 1957 that
“armong the townships within any county there has
been no effective equalization system and oo known
nu:-.-rnpt o1 any considerable seale to meeere recent
wvariations in asesment bevels” Y Tnoits session of
1957, however, the lepislature made ¢ mandatory
on county boards of review in township counties to
equalize assessments among township districts an-
rmally. The county judges were directed, in mak-
ing appointments to boards of review, to choose
persons of experience and training in property ap-
Frau.ul, and beards in eounties not having appoint-
e s finrs of asesrnents wers uired
counties over 25 000 pnpu]aunn [1ut]1nn::cd in
am:lllr-r counties} o appoint 3 clerk to aid in gather-
ing and analyzin zis and appraisal data necded
to determine the level of assessments in each assees-
ment district.  Each board & required to report the
results of its work annually o the Department of
Revemue.  If a board fails to report, or its :n!pﬂrl
ghows failure o make an adeguate eﬂualmtmn,
department B required o “direct, determine, and
supervize™ the local ass=siment,

State Supervision of Local Assessment

The State has recognized the importance of su-
pewmmg local assessment admimistration mik-
ing this function ane of the chief responsibalities of
a rnajor division of the Department of Revenue, the
Property Tax Dividon, and giving this division
broad supervisery duties and powers.  Becawse of
the inclusive character of the genernl property tax
and the large number of township assesment dis-

tricts, adeguate supervision has besn & monumental

A Ilimois Legislative Council, ap. o7r,

problem; but legislation over the past several years,
previously described, has been making the problem
potentially more nunagahhe

The Property Tax Division's oppertunities for
effective supervision have been increased materially
by the knowledge of local assessmene performance
obtained throurh anmual assessment ratio snedies
designed primarily for intercounty equalization, by
the comversion in two-Afths of the m:-unt:l:-s to ape
pointive county asseiors of county supervisors of
Assessmenis, by requirements !'-l‘.'-'r local installation
of tax maps and record systems in conformity with
standards sct by the division, and by the intracounty
crualization work now required of the count
boards of review and subject to division approval,
The division lacks an adequate supervisory staff,
howewer, o take proper advantage of these oppor-
tunities. W;th the divigon’s limited resources ahb-
Em'hc;d mami'!,. in the central asesment aff property
and in thl:hcgn;_ii:ct ﬂlﬂ'u: :nten:;mnl}rh ualization
program, t ANG aquon or W, BEPEATE
o be inadequate, there is little leeway for deve
ing a program of ficld supervision to effectuate
measures taken by the legislature to improve pri-

assessing,  As Pealy observed in his study of
the situation, “The most glaring fiscal need i for
ud%iﬁinnal funads for adkwnltl: ai:dpmnrim functions,”
e supervisary work of the Property Tax Divi-
sion, however, has been of very considerable value
in such ways as the publication of manuals and
Euldl:s. provision of numerous schedubes and formas,
odding of confere answering inguiries and giv-
ing advice on all kinds of asscssing problems, and
furnishing technical aid within the range of staff
resources. Among the important publications are
periodic editions of the rty tax laws and the
rudes and regulations of m[mm:n.t of Revenue
relating to the property tax; the [tfineds Assessors’
Manual, a clear, com rehensive textbook for as-
sessors; & standard rea rt&am BISCEETENT THLATIe
ual, l:ﬂmrulnd with the aid of outside appraisal
!p&:mhm and revised periodically, most recerly
in 1958; and various supplementary manuals and
price schedules, A personal property assessment
manual is in the of mmpu[atmn For m
vears annual conferences have been held for as-
sessors and members of boards of review.

Chver the past 13 years Ilineis has made cop-
siderable in improving assesement admings-
tration. intercounty equalization has
minimized many previously existing inequitics, and
1'l:I:-f-Ilt 1:_g;|nlauun provides a good opportunity for

nh cuality of primary a.u:mng,fmmmly
partment of Revenue Is given the re

I!-I!r develop adequate supervision. Civie leaders in

the State, however, recognize the need for further

urnphﬁc-a.tlm and pmfem.mnalmhm of the local

asprssment organization and for amendment of the

uniformity provisions of the State constitution to
fhake the property tax more administrable.
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In 1959 Indiana enacted notable property tax
legislation which has had significant results. Impor-
tant legislation was enacted m 1961, alwo. but sorme
of this has been declared uncomstitutional, The
19% legislation, deseribed as “'a milestons in the
mprovement of Indiana’s property tax structurs,”
provided that all real property be reassessed in 1961
and every B years after 1961 ; that a personal prop-
erty manual be prepared aa & guide for assessors;
and that real and personal property be taxed at
one-third of true cash value. In [96] the general
anemh[y sought to chamge the personal property tax

Fm-.tdmg that household goods be assessed
l.l:uanrm at 3 percent of the value of the improve-
ment in whu:h the goods were maintained and that
maotor wehicles be subject to an excise tax in licw
of a property tax, but both these measures were
declared unconstitutional. Also, in 1961 it was
provided that the laws governing ascssment be
codified as an aid to officials and o axpayers.

Chrganization for asresiment administration. The
anar*_.r unit for general property asessment in

dizna is the wnship, of which there are 1,009 in
the Smate. For townships of more than !IIIH:I pop=
wlation, an assessor is elected for a 4-year torm; for
smaller townships, assessing &5 one of the functions
of the township trustee. Fe s alss a county
amesor, clected for a d-vear term in cach of the
92 counties, who has all the rights and powers given
to asessors for the examination of persons and
property, the discovery and assessment of property,
and making lisis and returns,  While the county
aswegors have ne direct supervision over the town-
ghip aswesinrs, in mesl counties the bocal assessin
afficials beok to the county asesmor for asistance
and puidance. The township asmesors recerve thelr
5:=l= ribed formns, ete., from the county auditor

ey file their completed rolls with the same
nfﬁnnl

Each county has a county board of review con-
sisting of the county amessor as president, the county
auditor as secretary, the county treasurer, and two
frecholders of opposite political parties to be ap-
pointed by the judge of the circuit court. The
county puditor submits o the board the assessrment
list as returned by the amessors and added to and
returned by the county assessor, and the county
assessor makes recommendations for corrections and
changes. The board shall, on its own metion or on

! Currend Stndier of Indizna Tax Policy, Indiana Cem-
milislan on State Tax and Firancing Policy, 1961, Iadian-
apolky, 1961, p. 30
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sufficient cawse being shown by any person, “reduce
or increase the assessment of any particular property
in order to attain a just and equal basis of asssssment
ag betwesn the tnxl?:;:r:ra of county.” [ Property
Amemmment Law of 1961, ch, 319, sec. 903.)

The State Board of Tax Commissioners is the
State agenocy responstble for administration of the
property tax. This responsibility includes super-
vision of local assessing, equalization, and the hear-
ing of appeals.  The board is also responsible for the
assessment of railroad and other wtility
The three members of the board are appointed h].r
the Governor. The board has a bipartisan staff of
30 field representatives, including 2 assipned to
utilities, ete., [ a supervisor of the Division of Tax
Review, 2 feld supervisors, and 25 gencral field
rtprummthru serving the countiss.

Rearsesrment,  The real property reassessment di-
rected by the 1959 general assembly has been com-

ted. Tt became effective March 1, 1962, as the

for 1962 taxes payable in 1963, This was the
first general reassessment since that of 1949-50
which became effective March 1, 1950, but the law
now requires reassessment every 8 vears.  The re.
assemsment was completed in all counties as sched-
féu; but many appeals were still pending eatly in

The work was carried out by local officials for
the most part, but 17 of the 92 counties employed
professional appraisal Arms,  Assessments were re-
qui.fEd i be made in accordance with “Real Es-
tate Assessment Guide MNo, 27 which was adopted
by the State Board of Tax Comrmissioners. The
board and its field staff assisted local officials.

Manugly, A real estate manual has been in use
for some time and this was eevised and brou
up to date for use in the recent reassessment.  In-
structions for assessing p:rm:nr:ual pmpe:-t].- have been
incorporated in & new rty manual
prepared at the dlm::'r.lcm af th: ]EIJJR 9 legislature.
This replaced various bulleting, instruction sheets,
and other data which had formerly been distdib-
uted as a guide for nm

Level of auestment. ificant part of the
1959 legislaticn, apph_,-mp; Lo h repssessment of
real property and assesument of personal property
under the new manual, was the provision that
taxable property, both real estate and personal,
be asessed at omesthird of §ts true cash value ef-
fective January [, 1962, While the 33'4-percent
level had been the efficial basis for real cstate simes
the reasemment of 194950, personal property had
been legally asesed at true cash value,
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In addition to using 3345 percent as 5 bass
for all bocally assessed real and personal property,
the State uses this ratio for State assessed wtility

rty. Mr. Richard Worley, chairman, State

d of Tax Commissioners, says “ Utility and rail-
road assesments were equalized as of March [
1962, 1w the amessment ratio of one-third of true
cash valus. Therefore, all property in the State of
Indiana 15 now agiesied on that ratso™ ®

Ratio studies, Indiana has been making real
ratake mﬂl‘lt—ﬂilﬂl m‘l.'iu studbes sinee 1947, The
law requires such studies to be made guadrenndally
under the auspices of the State Board of Tax Com-
misioners, as an aid in the distribution of State
school funds. A sales ratbo study was in progress
early in 1963, scheduled for completion during the
year.

The two most recently completed studies show a
State ratio of 2562 for 1955 and 25.17 for 1959,
The range of county ratios was 19.27 to 31,34 for
1935, and 1721 to 28,94 for 1959, The State ratio
at 23 for 19539 compares with 33 ten years earlier,
an example of “creeping underassessoent” sug-
gesting the need of steps “to prevent further rela-

*Im a leteer dated Mar, 14, 1965,

tive decline of the property tax base.™ ' The cur-
rent ratio study, following closely after the reassess-
ment, should show a State ratio of close to 33, but
students of the Indiana property tax will probahly
be more concerned about the ratio in 1967,

Dr. James Kessler, after referring o the 1939
Iegislation a5 a malestone in the improvement of the
property tax structure, noted: “Legislation alone
cannot guarantes wniformity of taxaton,” and
saibd ;

The Board of Tox Commisioners does sot have the
staff nar the furnds with which to supervise assewiag in
1,002 townships, and at the same tinee to review the
budget of ewvery unit of local government in Indiana,
serve af the apex of the 3ates property tax appellate
sysiem, assess one-cighth of the total property fax walaa-
tion in Indiana, and perform the chores associated with
thisse responsibilities.®

* Howard 1. Hosg, “Indiana’s Property Tax,” in Siaf
Reporis do the Mneioma Comeeirdor on Stafe Tox and
Fingnzing Policy, Indianapali, 1939, p. 92 This !l-'l-l-di
has an interesting analysie of the sales ragbo studies,
an both ineroounty and intracounty dats,

James B, Kemler, “Aspects of Indiana's Local Tax
Srructure” in Currend Studier of fndioma Tax Pelicy, of.
£ily pe 39,
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Under its county mssessor act of 1947 and subse-
quent legislation, Iowa has reduced the number of
its local assessing districts from around 2,500 to [20;
replaced its elective, largely part-time local assessors
wvath appointive full-time assessors selected on the
basis qualifying examinations; Im d s
gystem of assessment Teview and appeal; and in-
creased the power of the State Tax Commission to
supervise hocal assessment administration.  While,
for varous reasomd, these [orthright innovations
have not produced the full profesionalization of
the assessment fupction and uniformly high quality
of assessment administration that were orginally
anticipated, they appear o have improved mate-
dally the guality of local assessing and to offer
marked opportunities for further progress if the
State wishies 1o take advantage of rhfr:nﬂ.gr

One ohstacle to progress is the complexity of the
Btate’s property tax systern.  Taxes are levied ae
the full ad valorem rate on realty and virtually all
classes of tangible personalty, but with many ex-
emptions and partial exemptions. Some of the

rtial exemptions for persomal property, which

ve been accurmulating for over a century, the

s &tate Tax Commision has branded at one time or

anather as “midicubmes” or “vague and indefinite of
determination.”  Special ﬁn-upm-l taxes are levied
on moneys and credits, also vmi partial exemp-
tions, at a fixed rate of & mills on actual valee, with
the exception that shares of building and loan
asoctations are taxed at 2 mills.  There are special
exemptions, designated “tax credits,” for home-
steads, military service, and agricultural lands, the
last applying m school districts when the peneral
schiool ?und tax rate rises above 15 mills.  Under
the tax credit device, most of the cost of these ex-
emptions, instead of being imposed on the local
property taxpayers, is paid by the State from State
revenues.  While property taxes sw a higher
of State-local tax revenues in Jowa than
in the average State, their use for State purposes
for a number of years has been limited to the pay-
ment of debt service on wveterans” bonus bonds,

["[‘r:rvlulum of the Assessment and Assessor

Tonwa's assessrnent and aszessor law, as revised and
consolidated in 1959, creates the office of assessor in
each of the State's 70 counties and in each city of
more than 125,000 population (Des Moines only),
and makes it optional for other cities of 10,000
pogubation and more to provide by ondinance for
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ampwgars. [t cemters the responsibility for appoint-
ing amessors and for certain related functions in

£x Igﬂ'r_ci.o conference boards, one in each county

-----

in each city Tiaving an asscssor, and assigns ime-
portant participation in the procodure w the State
Tax Commiszion. Each beard's res sibilities
include, i addition to appaintment of the asesor,
a intment of an examining board to screen ap-
plicants, uEr]:lm'n!lnc-nt of a local board of review,
determination of the personnel and facility require-
ments of the assessor's office, setting the compensa-
tion of the assessor, his staff, and the board of
review, employment of special appraisers a3 needed,
and planning and adoption of inclusive annwal
budgets for the entire local operation.?

The conference board device permits representas
tion in decisions by all local governments in a single
mssedging juriediction. A county board consists of
the mayors of all incorporated cities and towns in
the county whose property 3s assessed by the county
assessor, members of the county board of educa-
ton and members of the county board of supervi-
sors; & city board, of the members of the city
council, board of education, and board of super-
visors. In actions taken by the board, voting is by

p units, cach of the three governmental proups
having one wote. Decisions of each group are by
majority vote of the members present; decisions of
the board, by at least two unit votes,  In the essab-
lishiment of exarmining board—a key adjunct of
each conference board—each voting unit appoints
one “qualified” person,  The three members serve,
without compensation, for Beyear terms; but a voting
unit may remove its member after fling specific
charges and, at the members request, holding a
pahlie hean

Prueedur:?nra fointment of esessors and de -
fes.  Applicants for the office of assesor must first
pass a writlen examination given by the State Tax

A Euliimli:-g authﬂh'qllilll conference boards i restricted
financlally by tas rave lmits: 1% malls in ssening arcas
where the tazable valuatton does pot exeeed 523 millies
1 &% mills in areas where the valuaiion s in the 5—13!5
million range, and | mill in areas where the valuation
excoeds 330 million.  The revenoes received muast be kept
in & parate “azsement expense fund.™  Also, a board
may levy anmually up to 1% mills to establish a fund for
the employment of spocial apprasers (o be used oaly for
that purpose esdcept thar the bosed may ransfer unex-
pended balances e the assessment cxpenie fund),  Bany
conference bogrds use thia authosiztien o fsance the
employment of satide appraters to conducr the guad-
renmial reassessment of real property required by law.
The h:.a.un,:: power under thess lmitanons appears 19 be
amgHe, -



WA

Commision at the request of an examining board,
This ination must cover the laws pertaining to
propérty assessment and tax exemption, fundamen-
tal principles and practices of real estate appraisal
and valuation, assessment of personal property and
moneys and eredits, and the duties ofan ASSESSO.
Only qualified electors of te county or city in which
the appointment is to be made are eligible to
an examination, but passing of the examination ¢s-
tablishes eligibility for appointment for a period of
. Alter applh:a.nﬁa.w been certified by the
State Tax Commission, the examining boand 15 re-
ired o “conduct such further examination, either
written or oral, necesary to determine the execu-
tive ability, expericmce, general reputation, and
physical fitness of each applicant” and make a writ-
ten report to the conference board. The board
may appoint an asseasor from the eligible hist or,
if it finds none of the approved applicants satis-
factory, may reguire the holding of another
examination,

All assessors are appointed for Geyear terms on
a foll-time basis. The conference board may reap-
point an assessor without resxamination, but ako
may remove him by majority wote for “misconduet,
nonfeasance, malieasance, or misfeasance,” subject
to substantiation at & public hearing if demanded
by the assemor. To emphasize further the pro-
fessional and nonpalitical character of the job, the
Taw prohibits for - the assessor-or-any cmploves of
his office all political activity, "except to cast his
wote, or express his personal opinion,” with any
viglation punishable as a mislfenmnnr and by
irmmediate dismissal from affice.

For the qualification of deputy asessors, similar
examination and certification procedure is required,
but the examining board must indicate o the State
Tax Commision whether the examination to be
given shall relate to the assesment of real property,

rsonal property, or both. The assesar appoints

rom the E];? certified by the examining board such

deputy asessors a3 have been authorized by the

conference board. He has power to suspend or

discharge any deputy upon written l,'.hi',“’g{:ﬁ{ bt

g:::dmm'e: has a b‘:igll:l! of :lp_p-ml to the mm_ing'
ard.

Review and appeal. As a further means of as-
suring equitable asessment, the law replaced the
old system of review of assessments by township
trustees and county boards of supervisors with a
specially conatituted board of review for each county
and for each city baving its own assessor, defined
eonditions for appeal to the courts, and constituged
the State Tax Commission as a State board of re.
view. Each conference board has ms one of its
functions the appointment of a board of review
of three or five members, including a licensed real
estate broker, a registerad architect or experienced
builder and, in county jurisdictions, a farmer, The
members serve for overlapping G-year terms, but

any member may be removed by the conference
board, subject to public hearing on specified charges
if he 30 requests. The w-:!l.—dr\%nnd powers of these
boards include not only hearing protests of assess-
ments but equaliging sesessments by raising or
loweriayg individual assessments of all classes of tax-
able property. Proteats may be filed with a board,
on specified grounds and by specified means, by
local officials and taxpayers on behalf of the public
as well as by agrreved individual property owners,
The assessor s required, at the time of making an
assessmient, to inform the person assessed, in writ-
ing, of the valuation placed on his property and of
his right, if he fecls aggrieved, to appear before the
board of review and show why the assessment should
be changed.

Obstacles to full mecess, The ingenious mecha-
niim evolved in Towa to obtain high-standard local
assessrment adminitration recognizes (1) that this
function must be professional and nonpolitical, and
(2} that it needs central coordination and supervi-
sion. Supporting the fist essential are the
rualifying examinations that are prerequisite for ap=
pointment as assessors and deputies, G-year terms
for assessors, upgrading of provisions for assesement
review, and integration of the entire local operation
under autenomous boards with full budgeting -
thority. Supporting the second estenal are the

powers given the State Tax Commission to
erquatize asesments and supervise the asesment
FEHEEES, Nﬂ\"l:;l"‘]'lﬂ]ﬁ.‘:, the sarerall qu.p]l'r_p of astesg=
ng in Iows haeno t achusved the djﬂi.piﬁ_q_n that
the drastic innovations in the assessment systemn
would seem to promise.  Equalization of assess-
ment among the 120 assessment jurisdictions and
among clasacs of property has been inadequate, and
the sales ratio study made in connectien with the
1957 Censis of Governments gave evidence that
e)?ua.]il.‘}' in the assessment of at least one large clas
af property, nonfarm houses, was still below average
for the Nation in a majority of the 29 Iowa assessing
districts included in the survey.? The three main
;-._E'g;_:m.m greater progress have been the_resi-
ence Tequitement for assessor examinations, the in-
sufficient size of some assessing units te cope with
the complex tax structure, and i Stale
supervision of assessing. Efforts have been and con-
tirnae to be made to pemove them.

Bocause of the residence requirement, Towa's
plan for professionalizing the ass=sment function
has ot been as suecessful on a statewide basis as it
might have been in attracting and holding qualified
personmeel,  Removal of this requirement would
open the examinations to & wider group of qualified
applicanis and permit assessars to progress to larger
and better paying posts according 0o their abilities

! Tawable Property Valuwer in the [nited Stater, op. eil,
talile 1%, p. B, The 1962 Cennas indicabes substaniial
improverncot, however, Tarabls Properiy Faluer (1962
Cennas of Gosernents, val. 11}, wabde 13,
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in the same manner as such other profesional pub.
lic officers as engineers and school superintendents,
The many low-salaried positions hold litthe attrac-
gion for trained, career-minded persons unless they
include opportunity for professional advancement.
Aszestors’ salaries range up to §11,000 in Towa, but
many are less than half this amount and some fall
below 340007 A Taxation Study Committee es-
tablished by the legislature, reporting in 1956, de-
clared that the residence requirements for county
and ity assessor eximinatons “have worked against
.ﬂ.t!ﬂl’.‘lil‘LE’ hiE']Ih_,' qualiﬁrd candidates” and recom-
mended their repeal,! and the State Tax Cornmis-
sion has stressed the neod for this change,

When the property tax, as in Jowa, still covers a
broad range of locally assessed tangible and intan-
gible personal property and includes a  highly
complex system of exernplions, the staff of sach
adsessing district needs several kinds of appraisal,
accounting, and auditing specialists, Placing the as-
sessment function largely on & countywide basis has
eliminated the part-time assessor and produced dis-
tinguished advances in some counties; but many of
the counties in this predominantly rural State are
too small to justify the versatile assessing stafs thag
the tax syaterm calls for.  While there has been litle
consideration of further consolidation of assessing
districts or joint employment of asesment special-
ists by groups of districts, the State Tax Commis-
gion has given some profesionad asistance to local
asseasors and there has been strong advocacy by
study committees, the Legislative Council, and the
State Tax Commission of a more manageabls pos.
sonal property tax structure,

Role of the Sitate Tax Commission

The Towa State Tax Commission is composed of
three members appointed by the Governor with
the consent of two-thirds of the Benate for overlap-

ing G-year terma. The eomumnision administers all
fate taxes except highway taxes and has broad
responsibilities in the adminisiration of property
taxes. The latter, which are handled for the most
part by a Property Tax Division headed by a di-

"The average salaries of nssesears im 196061 in couan-
ties and cities grouped according to pepulation were as
follerws.  (The data are from An Dutling of the County
arnd City Aireror .5']-:.Ilam im Toma, a report prepared by
Balland TIEm:'. Diseeter, Property Tax Diviien, State
Tax Cammalssion.

Counties { population)

Under 50000 [90) £4, 009
S0000-100 000 (E. . B, 425
100,000-200,000 {4} ———————_____ Z 7240
el Cowenty__ &, 000
Cities [ population

10,000 21.000 -:9% ___________________ 5,600

0e-50D00 () — T, 100

65000-100000 (#) a, 200

Dies Mupines. it

t Beport of Toma Taxation Study Commitéer, Farr [T,
1956, p. 23
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rector, nclude; {1} central asesment of railroad
and public utility property; (2) conduct of exami-
nations for and certification of applicants (or the
positions of county and r:i!_Lc.'ma:nr and deputy
assessor; (3] supervision of local assssing; (4) re-
view and equalization of asscssments; [3) adminig-
tration of the homestead credit and military service
tax eredit baws; (6] compilation and publication of
statistics on property assessment and taxes,

The supervisory authority of the commission was
expanded by the legislature, in conjunction with its
drastic revamping of the local organization for as-
sessment administration in 1M7, in order 1o assuns
a well-integrated systern that could develop high
arsesEment slandards on a uniform basis throwghout
the State. The law requires that the commision
“e.-uptn-is.e the activity of all assssors and boards of
review’ and “cooperate with them in bringing
about a uniform and legal assessment of property
as prescribed by law™ It is not explicit as to @ae-
tics, except that it directs the commission "to pre-
pare and certify o each assessor such instructions
a5 to 8 uniform method of making up the asscsment
rolls as it thinks necessary to secure compliance with
the law and uniform returns,” and to make field in-
vestipations of the work of local efficers as needed.

The commission is given {ar-reaching powers and
duties of equalization. Tt must deterrmne the de-
ﬂr&t el ul‘l.ifnnniw of w]u.ﬂ.ﬁfm AMDNE 1]'.|r.- Eta'ti:":
assessing districts and 15 authorized “to employ com-
petent personnel™ for this purpese, It can recon-
vene boards of revisw to make revisions and adjust-
ments of assecsed valuations; can order the reassess-
ment of all or part of the property in any taxing
district in any vear; and can at amy fime rajse an
individual assesement, but cannot peduce individual
astessments except upon recommendation of a loeal
board of review.  Sitting as a State board of review,
it—

« - - shall adjust the valvation of Fu'lx:rl:,l in the several
counties m:bdm;% to or deducting from the valoation of each
kind or class of property such percentage in each came as
will hricg the same to its taxable walee as fieed im this
chaprer. . . . Tt shall also adjust the valeations as hes
tween each kind or <lass of property in any city msessed

by & city assessor and each kind or class of property in the
same county assessed by the county asvessor.

The law requires of assessors that “All property sub.
ject o taeation shall be valued ar ite_aciyal ﬂ.}lwe
which shall be entered opposite each item, and =

e & d tof mech actual value. Such
assegwed] value shall be taken and Shnsiderad as the
taxable value of such property upon which the lewy
shall be made.” Before the State Board of Review
adds to the valuation of any class of property it must
held a hearing st which officers of the county in-
wvolved may present their ﬂbjf.r_'l:inm.

The State Tax Commussion has been comting-
ously mindful of it responsibilies for assessment
supervision and equalization, and has made substan-
tial contributions to the Improvement of assessment
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a consulting fism,  The Property Tax Division, in
addition to-its demanding routine duties, has ¢o-
operated with a comunittes ol 1 STate AScesiors

1 administration s bur it has been baffled by the State’s
- alrvost unmanageable property tas-Sysiem; some-
what unccrtain as to the precise scope of iis author-

oy, and handicapped by inadequare TEssurces,
—frn-attempting to-cope-with-s-increased-respon-
sibilities, the commission was limeted from the start
the Taek ol & steady and adequate flow of an=
alyped-data relevant-to-property -vahsation;-and-of
a-stall-with_technical knowledge and ekill in_the
specialized _probloms of  propeny asmsament.  In
ity carty efforts tostrengtiven the-assessoent-of-per-
sona] rogerny, the commissaon =r.|||]l'|.t£iﬂbﬂ Ii.n its
reporis the need [or more mborinalion on g abi-
scure arca==and for Temoval-of the-obstackes - pres
sented by what # called “ridicuious exemplions”
By 1956, affer B years of operation of the county
assessor—faw, the commission dectared o it ans
nual report that the way “to insere the continued
progres and development™ of the system, and “to
enable the State of Towa to regain the positon it
occupied-in-the-opinion-ol-asessment administra-
tion officials a1l over the Tnited Brates™ ai the time
e svstern was adepred, wast to establish appraisal
prandards;-provide- pssesnrs-with-technical-advice,
direct held assistance en special appraizsal
mantale and other professiomal wids, and grearer
educational-facilities; provide-assistance-to-the-di-
rector of the Property Tax Division and the com-
mBsion in evolving o suitable Tormula Tor statewide
equalization-of-assessments -and-carry- on-statisticat
research “into economic influsnces affecting pr
erty tax wvaloss" peeveonsly neglected becanss of
“thetack of qualifed -persommel™
T he acmipli:hmem althese adms" the com-
maissaen stated, Swill e in elireet pmpn-rhnn fior the
assistance and cooperation provided by the Genegal
Aszernbiy™ s and then went on tosays
Present hisdgei aliocations tothe - tas -commisiem ane =
gdegiate e efleclivily eafry aEl theid servides,  The
flmamcial pesteictions placesd the commiman-in- e
petingwith- private mdwitry for the ervoes of the tech-
MACinal Frguired 6 pucorsally 8al the a=essment stands
ards deparmeni severely hamper commisson - efforts o
previde spectabized-assistance to-anenoms:
in 1955 the commission was able to provide the
Properry Tax Diviston with two “apprasal engi-
meers - for ficld supervision and since then has added
another; thus there i3 1 profesional —adviser for
every A0 assessing apencies, boards of review, and
conference boards, Through wse of up 1o a hall-
dozan held auditors g the past few years, the Li-
vision has helped tocal assessnrs add o the assees-
mient—rolb—substantial -amounts—of —rroneys —ard
credits—over $|.l'.|5 inillzon 1o aie largt CeRinty and
over 70 miflion_in_another—and has been_able o
discover —and —disallow many invalid —claims for
homestead —and-—military —tax —exemptions.—After
eoveral years' consideration of the project, the come
mission was ahle in 1959 to publish and distribute
& Teal property appraisal manual drafred for it by

Amnociation in compiling a personal property price
guide, preparcs amdd distribates 1o astesors pam-
phleiz and memoranda on laws, 1Eral Dpaniem, e,
and docs a fimited - amount of -statistical res ;
The operating expensces of the P sty Tax L=
witinn _increased Trom 00677 0 1 I LT
$135654 i fiscat 1 S60—up from 4.7 percent to-tcd
percent-of -the -commission’s-annual-operating-ex-
I FEwen thi increased fofal did nof allis
very much for supervision of focal assessing and the
resenrch amd statistical analviis that edoguate su-
pcnrj.r.]gn mquirm,.ﬂu.r_'l.- it had 1o cover aluos the cost
of such other major functions of the division as
centrat-assesament-obover 2500 ratlrosd-and-other
public utility companics of a dozen classthications,
anditing amd paving o Uhe ceintics the homestend
and-otlitary tax credits covering a-host-of-individual
tax—exemptiond, and auditing and _compiling de-
tailed pmﬂ&rijl aEEEEEnL, LaR rane, and tay levy
statistics that il hundreds of - pages—in-the com-
mimh’m': ansaal mpﬂ:‘l::.
In Towa, as in mmany other  SEAls, (HiEranes
equalization of amemments is @ necessity_because of
T uses of local assessed- valuations im
distribufion of State aid, determination of the valie
of partial tax exemptions, etc. The State Tax Com=
mimion; as-has been noted; B reguived to-effeer state-
wide Eq:uaIi.mﬁmt at the s1atnilary asifssrment TEieel
ol 60 peErcent of sctoal-walue Thin respomsibiling
irnpinges on the commision with-particolar fores
ateach quadrennial reasscesment of peal propory—
requircd by law for the local ing Jestricis,
The & PErEETE hanis lad been sl h:.r the lepalarine
in i conformity with the opinon-of the State
Tax-Commission-that it-represented-the-prevailing
lewel of aesessment,

b A ircakdesen of these figures, saken frons ghe annusl
reports of the Stare Tax Comenision, folbows:

Annwal Uipwraning Kepesrer, Properry Ty Dvpdplm

Fiscal vear eisling-—
o e RET
e, @
1856 i 1Tl
Salnries:
Administration., ... .. 88, 528 #18, B30
Field Erog. v eeremvre 19,3 37, 850
General offke———— 3k, 151 41, 348
Travel [~ == T 1, 20 TH, W8
Frinsing._ . . AT 3 155 12, 145
Ohcher — -~ 3 M5 6, 43
Todal, Froperty Tax i
)T — 75, 477 135, G5d
Trotabexperses. Starbe

Tax Conrmapmng , , (51,610,406 52, 154, 570

al
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The commission complied with its responsibility
i the nstance of the 1™9 reassessment by using
the 1993543 level of actual valuations as represent-
ing actual value in 1940; but when it met a5 a board
of equalization for the reassessment of 1953, it
dl:‘pf.nnin-l:d* on the bass of !.'I.ur].i.H,_ that were H'|:|§|I'
N0 THANS A% mmj:n!h-m:‘lﬁiw! as M ' that
the preat majority of real property assessiments were
ot in excess of 33 percent of actual valee and
decided against strict compliance with the law,
under which “it would have been necessary . . .
to have increased the assessed valuation of all real
and persopal property in the Btate by slightly more
than 7 percent.” * The commision pointed out
that while, theoretically, this increase could be coms
pensated for by a corresponding reduction in the tax
rate and “no damage would be done to the tax-

ayers,” actually it would be financially disruptive
Ecl:a.'u:l‘: there were mandatory tax rates for numer-
ous purposss, local borrowing power under con-
stitutional hmitations would be increased :hrlljntlg.r,
and the State would have to make a substantial in-
crease in homestead credit payments,

Legislation was proposed repeatedly by the com-
mistion in the 1950 chat would give 1t authority to
equalize asesiments at a level that would awoid
such abrupt changes; ie., legalize the policy that
it had already adopted.  Although the legislature
did not act on the ]'_rrnpnn], the commission has
continued its policy of trang to equalize assessed
valuations at what appears to be the generally p
vailing level,” Sitting as the State Board of Review
on the reassesement of 1961, the commission found
that its problem of equalization continued to be
complicated by variations in local assessing policy,

* Anmpal Report of the Jowa Sisle Tax Commicdon,
1854, p. 13,

T The commission does not make regular amd Compre-
hemiive aales ratie studies ar sampling .ap]:n'u'ua]: and haa
not had eke rescarces o do so; bat iis Tax
Divisien makes wse of & wide ronge of available ecomomic
data #uch ad the ssil maps of be '_LI'.E.. Department ul'
Agricalture and sofl productivity studies of the lowa Agrie
cultural Experiment Seatson, and hag st o divposal sales
ratio studies made by public wility erganizations.  In 1956
the commission determined the average level of assesspent
i b :'pgmximmh 26 pereent, a fgare close o the LS,
Cerpsus Bureaw's determination of 23 feréent lor lecally
assessed real pﬂeg on the basiz of measurable sales in
a f=month peri that wear.

incheding variations in instructions $o outside ap-
praisers emploved for the reasesment concerming
the basis W]Eﬂ: used for their appraisals, When the
commission's proposed adjustments in 48 counties
produced 4% requests for hearings, and protraction
of the hearings threatened to delay the local tax
collection schedules, the commission permitted uss
of the guestioned valuationa for the peoding tax
lewdes ; bat early in 19623 it ordered reappralsals of
all or part of the real property in amsessing
districts.

Neediul as interarca equalization may be, it is
vastly less important for Iowa's property taxpayers
than the setting and enforcement of assessing
standards, by such means as these advocated from
time to dme in the Bate Tax Commission’s reports,
that will asure equality of treatment among classes
of erty and within clasies of property. This
-:aﬂ];?r more forthright supervision than local
officers are accustomed to, which prebably explains
the commission’s recent requests to the legislature
to spell out more preciscly the powers and duties
that it already appears o have. This requires, in
turn, the systematic gathering and analysis of fas
more data on property values and on assessing
standards and perfermance than the commission has
hnd at ies diq:lma! mn the past. Meeting this need,
the commission has indicated to the legslature, ine
volves increased State expenditures; but not a

rdensome increase if the function s made a co-
operative undertaking with the local assessing dis-
tricts® The overall situation appears well summar-
ized in the words of a member of the commission
that “We have made wonderful progress, but still
have a long way to go.”

* Legislative changes proposed by the Stae Tax Com-
missiem in itz 1960 report inclusded

The duties and procedure of the State Board of Review
should be more clearly defined.

The powers and duties of the State Tax Commission
ns they relate to the nssesment of real and personal prog-
erty and to assessars and boards of review should be made
maore certain and definite,

The commbsion should be given the power and duty to
T ke .ﬁHrI\.I_il]:,- W ey u.'lul radka :I:u.di:u. El.-.ll.:l.I] funds
i b provided), or be autheorized 1o require all city and
caunly assciinrs 0o make separate stodies for thedir 4
tive jurisdictions and make them available @ the commis-
sipn—the studies under either arrangement 10 be made
wvatlable 1o &l lows axpayers



KANSAS

In 1955 and 1957 Kansas made notable changes
im its ety tax administration. These changes,
a well a4 more recent action, are still in procesa of
implementation, bue the State appeass to have in-
tiated the basis for continuing improvement.

ﬂrga:r:r'.z.ﬂ:'ﬂ-n ir-u-:r q.ruufrlg. Prar b 1'955 bszal
assessment had been the responsibility of some 3,000
elected township and city assessors, supervised b
the county assessors, with personal pro valus
anmually and real estate quadrennially, Under
1955 Jegislation, emphasis was placed on the county
amsewor, with this officer given responsibility for
making the asseiernents, and with all property to
be valwed annually. The county assessors” deputies,
however, remained the officers who had formerly
done the asesing, principally township trustees,
The 19553 law provided that county assessors would
continue to be elected unless counties chose to make
the office appointive, and thus far 2 of the 105
counties have adopted the appointive plan (one of
them since 1939, In G other counties the assessor
i5 elected to a separate full-time ofice, while in 97
counties the office of asseisor s combined with that
of elerk.— Tris estimated thas the pssessor-clerks
gpendd about three-fourths of their tme on a:;m.sing
duties and one<fourth on clerical duties, The two
apprintive county pssessors serve at the pleasure
of the county commissioners; the elected assesmnrs
and assessor-cleris serve 2-vear terms,

Dicputy assessors are appointed by the county as-
sessor cach year to serve for 3 months—January,
Februaey, and March, The township trusteess must
be appointed as deputics unless they decline to
BOFVE, Excepl in eounties of under T,I:I:ﬂ ]:pnpul,atin:ln
whese, under 1961 legnslation, any qualified elector
of the assessment district may be appointed. It is
eatignated that approximately 5800 deputy asses-
sots have been appointed for the tax vear 1963, from
20 in the smaller countics up to several hundeed,
“a% many as aré needed to do the job of amessing
in 9 days" ' The law provides that deputy as-
sessors may be paid not more than §10 per day of
actual assessing.,

In 1957 the State administration for p
taxes was reorganized.  From 1939 throurh 1956,
State taxes were administered by a Commission of
Borvenoe and Taxation which incluoded an Ad Va-
lorem Tax Division and divisions for sales, income,
moior fuel and other taxes, The commission had
general supervisary powers over local assessing, was

1 Francis R. Rolserts, “State and Prowincial ﬂupﬂ'uﬁun
and Assstanes  Programs,’™ -'I.SH'HTFHII Admiminration,
{gﬁﬁg, MNagional Asociatton of Asening Cifitens, Chicags,

responsible for direct assessment of railroads, except
nu'rmpml:ing property, and wvardous other th'l]itiﬁ,
and also served as the State Beard of Equalization.
Under 1957 legislation, the commision was abol-
ished and its functions tramsferred to three new
apencies! a Department of Property Valuation
which was given most of the property tax dutiss
and powers of the former commission, a separats
State Board of Tax Appeals, and a Department of
Revenue, The Department of Property WValuation
was specifically directed to devise and prescribe
uniform asessment forms and records, to deviss
and prescribe personal property manuals, o render
all assistance possible toward uniform asscssments,
to amist county assessors with technical knowledge,
to compile sales assesament ratio data, ete.  Accord-
ing to Dr. Leonard, “The 1957 reform appears to
lay the statutory basis for the establshment of a
highly competent State asessment organization,” *#

..'11'-5 to local arsessors,  Bince the legislaton of
1955 and 1957, the State has markedly strengthened
its aid to local assessing.  Among the programs de-
veloped have been a serics of forms and mamials,
eraining classes and schools, and help on special
problems and in revaluation projects.

Forms and manuals include a personal prope
assemment schedule [developed in cooperation wi
the County Clerks Association) listing values for
maotor vehicles, farm machinery and equipment,
contracting machinery and equipment, boats, house
trailers, bowling alleys, vending machines, ete;

reonal property assessment statemsents Dovolyvi
about 16 different forms; new real estate appraisa
and aseesment forms for residential, commercial,
industrial, and rural properties, the forms incheding
the apprased valus and the percentags used for
asscssment. A real estate manual is in preparation,
with the residential section completed and in use.

The training schools range from annual statewide
sessions  bo regional dbcussion meetings.  Each
election year a meeting i held in January to explain
tor the county assessor-cherks their duties, functions,
and office Emt;ﬂm— In the altemate years a
gchool 1 h for the asssssors (mostly assessor-
clerks) and local boards of equalization to deal
with asesment and taxation problems, equaliza-
tion, and any new ks pertinent to thair work.
The extension department of the university holds
a school each February for county clerks, with part
of the prl:lgﬁa;n concentrating on assessment and
taxation. State Property Valuation Depart-

! Lawrenee A, Leanard, “Property Taxation in KEansas,
an Hizbarical Analysie,” Nabtiomnad Tax Journal, Sepiemmber
1938, p. 233,
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ment, in cooperation with the State Professional
Apprabers Association and the State Heal Estate
Board, holds arca schools for county assessors, dep-
uty assessors, and appraisers on scientific appraisal
of all types of real estare,  In 1962 the departoyent
started a seried of seven area training projects o
work with county assessors and deputies toward
improved equalization of asesments,

A staff of six members was available at the start
of 1963 to work directly with the countics on thess
projects and on advice and assistance on special
problems.  Among such special problems ave re-
valuation jecis,

Revalugtion.  Since 1936 six counties have been
completely reappraised and 16 had reapprassal
projects underway at the close of 1962 Eleven
others have been discussing with State representa-
tives plans for reappraizals in the near futuee. OF
the 16 counties with such programs in progress, &
are using professional cut-of-state companies an
10 are using local people. Where the decision is to
ust outside firms, the State recommends appro-
priate contract forms and supplies a list of acce
ghle firms. Where the work & done locally, ¢
State may aid in setting up procedures, advising the
supervisor, providing spot checks as the work pro-
gresses, ete.  In 1938, it may be noted, the legis-
lature avthorized the counties to Arance a revaluas
tion program by s ding the cost over J years
and sorme counties have used this provision.

State Board of Tax Appealr, In the 1557 re-
organization the legislature cstablished the State
Board of Tax Appeals as an agency independent of
the asscessimg agencies. In 1938 1t was provided
that this board constitute the State Board of Equal-
Bzation.  Any faxpaver who has appealed to a
county board of equalization and 1s ieved by its
decision may appeal to the State board within 15
days of the date of the county board decision.  Any
person, company, of corporation which is assessed
by the Property Valuation Depariment may also
appeal to the Board of Tax Appeaks.

In addition to hearing a Iz, the board has
authority to equaliz M&Luulinm between
elasses of propecty, on cnmEhEnl or an s Gwn e
twom, Under 1939 Jegislation the board was spe-
cifically authorized to order reappraisals of all or
any part of the taxable perty in any county, and
through 1962 [our counties had been ordered to
reappraise under this law.,

Ratio study, Under 1949 legislation, the Siate,
through the I:Z:'DF\'L'I.T Valuatinn ﬁ-.-.partm:nr, makes
an annual real estate assessment mtio :I!ud':,r. The
law provides that all basic information covering
the sales price and the assessed walwe shall be
furnished by the county registers of deeds and sub-
mitted monthly to the State for processing. The
county clerk-assessors assiat the State in “cstablish-
ing bona fide sales and factual data for sccurnte
use in the study,™

54

The 1961 study ® shows for each county and for
the State the median raties for rural and urban
real estate and alis gives for cach county a fre-
quency distribution table showing for rural and
urban sales the number in each interval, For the
everall “median' for each county and for the State,
s shown in the report, the figure used is weighted
according to the preportion of rural and urban real
estate valuations, For the %61 study the Siate
medians were: rural, 22 urban, 19; State, 21. The
corresponding ranges for the 103 countics were:
rural, 10-47: urban, [1-30; total, 10-38.

Trend data provide interesting Features of the
Kanss ratio studies.  The studies were carried back
to 1933 and the lopg-term record thus available
shows very clearly the widening pap bBetween
asecszed valuation and sales prices.  The study uses
a striking peaph, with the sales value curve rising
from a little over 82 hallion in 1935 to abour $12
billion in 1961, while the assessed valuation curve
rises from about 31,75 to $2.5 billien. The trend
is also evidenced by the statewide sales ratios, shown
below for selected vears:

|z [ — 86 1M e ——— H
b —— P 1 O —— 22
| | SRS ap 1860 - . 21
DS o e 1860 - 21

Anaother significant [g;r.uph in the study compares
the State medians for rural and urban property
over the 193361 pericd. Tt shows the rural ratio
16 points higher than the urban in 1933, 8 or 9
points higher in 1935-38, 21 points higher in 1940,
Bince then the gpap has been growing gencrally
grraller and for 1960 and 1961 the difference was
only 3 points (22 rural and 19 urban) in cach year,

The ratio stucy ks published anoually “for the
e and inlormation the legislature, the Kansas

' Beport of Beal Estate Arrerment Rotis Sludy af
Kamsar for ¢he Calender Year 15967, Froperty Yaluation
Diepartment, Topeka, 1962,

*After establishing the median ratle for roral real
estate and the median ratio fer wrban real estale in each
county, "The county ratic is then degermined by webghting
the neral and urban median ratics according b the pro-
portion of the totzl county assessed walwation for the raral
real estate and the wurban real estate; the total assessed
wabue of &ll rural real estate in the county, 2nd of all urbas
Feal saiate im the county was divided by the median ratio
al each of these classes of property, thus compating an
estimnate of todal walue of the maral real exiafe, and an
estimate of todal value of arban real estate,  This calimate
of todal value of each of theds lﬂ!lllh o progery m the
estimate of walee it would have had il all prapercy i each
claz= had been asscssed at i respective medine, The
magitnate of tedal value of esch of these classes of prope
war added mogrther and disided inte the total ncta
asgciacd valug of all miral and wrbas real estabe in the
coanty b arrive g the coanty ratbo. This is the method
wsed in the siudy bto obiain the completed county rabia
of assexsed valuntion for each coumty.

*Tha State ratic is likewise produced by dividing the
total estimate of all valoe of all rural and wrban real
estate i the State into the wtal actual asscased valus of
all rural and wrbam teal estate in the State to arfive at
the State ratio,"”  Fidd,, p. 3,
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legislative council, public officials, taxpayers, and
other intercsted parties.” In practics the stwdes
are wsed primarily in connection with State aid
programs, but they are one of the factors considered
m anterared and inbra-area assessment equalization.

Assesrment Study Commiidon.  In 1952 several
citizen organizations formed the Kansas Joint Com-
mittee on Assessmment Problems, By the fall of teat
year, the commitiee, expanded to represent some
18 organizations covering a wide range of interest

pa concerned with the subject, proposed that
the [953 legislamure establish an official interim
:I:u.d:,r commmussion.  With thin beoad eitizen Sup-
rt, the lemislature provided for a commission of
2 members, including 4 legislators and 18 athers
representing different economic, governmental, and
geographical interests.  This commassion, after ex-
tensive hearings and with the aid of local commit-
tees in most countics, reported at the close of 1954,
The commision report described inequalities, their
causes and results, eoncluding, “Thus for every
elasy of property, peal, ible personalty and -
1;:||.1z'il'|nl|.-:l:]:!F 3.":||m;| for bnl:l'lli;i?ul.: ;l.e'ld. ]nm.]w]uw::ls, a
camdition of inequality has been found that does not
warrant an attitude of complacency,” *

The commission recommendations, based on the
belief "that the county is the ideal district for assess.
ment purposes,” involved numerous changes [rom
existing practice. Some of the more signifcant are
noted briefly here. It was that aseming
be made a county res bility in all counties,
with counties owver 15, population having a full-
tme, appointed county pssessor and those under
15,000 p&rmi:tl!nd i .a-r]r.lpl: the mme system bt
otherwise having the county clerk act as supervisor
of assesments. The recommendations detailed
selection of deputies, duties, technigues, and the
wse of a system of continuous appramal, with real
property as well as personal o be valued annually,
As a county board of equalization it was propossd
that the county commizion of three members be
supplemented by two members elected by the town-
ship trustees, ane elected by the mayors of all the
cities in the county and one elected by pepresenta-
tives of the school districts to provide “diversity of
interests and attitudes” The commission pro-
posed important changes in organization at the
State level, too, suggesting that a separate Property
Valuation Department be created, apart from the
Commission on Revenue and Taxation, to take
over property assessment functions except for final
egualization and fnal determination of wvalue for
State assessed properties; the commission would
retain its equalizing functions and act as the bowrd
of appeals.  The duties and powers of the proposed
Propecty Valuation Department were detailed as

®Rekort of the Kanijar Cilirens Contrtititen om Arraii-
ment Equalisation, submitted i the Governor asd the
1955 legislature, Topeka, 1954, p. 99,

to aids to county units, meluding the devising and
prescribing of basic tools for assesing.  In view of
the prospective costs of acquiring necessary majs,
record cards, drafting and reappraisal, it was rec-
ommended that counties be permitted to finance
the coat over 5 years.

The Commission pointed out that—

The law presently requires that oll tamable property
be placed on the ascsment rolls at full market valoe—
100 percent.  In practice—acconding o the rotio stedipt—
real property, on the average, is asessed ae 23 pereend of
jes sellimg price. Some of the counties are as low a3 1%,
oibkers xs high as 49, Siote-assessed _pmperl:iu amé &k
ather ]:gmn:ngu of full valee depending upon the par-
txcular class under consbdesation”

This situation prodwced “a shocking maldistribae.
tion of school aid and other state-collected funds
distributed on the basis of population and assessed
valuation.” The cormission p that assess-
ments be set at 50 percent of market value,

Also recommended were constitutional changes
to permit taxation of motor vehicles by an excise
tax in liew of ad valorem taxes and to exempt houss-
hold poods and personal effects from  taxation.
Elimination of the tax on household goods {for
which there was an exemption of 3200] was de=
scribed as “the one practical solution to an other-
wise impossibile problem ™

Since presentation of the commission Ft in
1955, some of its recommendations have been
adopted, others partially adopted, as noted in previ-
ous sectiond.  The legislature's confinuing concern
is indicated by its direction, in 1961, that the Legis-
lative Council make studies on equalizing property
walustiome.

While not & part of the Citizens’ Committes rec-
ommendations, several pertinent suggestions resuli-
ing from it should be noted. In 1956, Professor
Garwood, commenting on the report,’ proposed that
the State grant aid to the counties to pay county
asseasnss “as the only method of compensation which
will assure a payvment of salaries high encugh to
attract competent personnel.”  He also proposed
that qualified assessors be appointed by a seven-
man board consisting of county commissioners and
elected representatives from cities, school districts,
and [arming areas, in consultation with the State
Property Valuation Deparsment, and that such ap-
pointees have permanent civil service status. In
Dr. Leonard's analysis of the property tax in Kan-
a5, in 1958, he proposed regional asiessment dis-
tricts, including in some aress as many as 6 to 10
m:rl.u.'ltim.II o assure wriats la.rEE Ennu.gh 1] pt’ﬂ'l.rll'.‘l!
competent assesing and operational efficiency.?

*Itdd., p. T4,

T Jokn El Carwood, “The Kanms Citizens Examine
Thirir ety Tax," Natienal Tax fournal, Seplember
1956, pp. BEE-26T.

* Lawrence A Leonard, op. if., p. 237,
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Sinmce it was organized in 1936 to take over the
administration of the State revenue lows and also
the State’s share of administering the property tax,
the Kentucky Department of Bevenue, as it stated
in its 2Mh annual report, “has waged a constant
battle against the penerally poor administration of
this tax, particularly in the assesment field,” The
department does competent assessment of public
utility and other cenirally assessed p , amed 18
well advanced on a long-range program to IMprove
the quality of local sssessment administration. In
a aching the later responsibility, the depart-
ﬁﬂrmﬂqm obstacles o rapid progres as laws
that needed modernizing; a local primary assess-
mient systern af 120 pounties, most of them small and
without professionally tramned  aseessors; and a
strongly established regard for bocal administrative
traditions, including a legal presumption that the
taxpayer's declaration of value was correct,

Immediately following its organization, the new
Department of Revenue found itself involved in
setting up the administration of such newly enacted
major State revenue measures s individual and

tion income taxes, and during the war pe-

iod it operated with a depleted stafT ; but it gave all

feasible attention to its property tax responsbilities
and bepan laving the groundwork for a program
that would concentrate on improving primary local
mni[@', rather than |in'.|i.ti1'|g itz coneern o the
functioning of review and appeal machinery on
which major dependence n placed in the

past.

In 195, the department began publicizing the
specific features of its new program, and a Tax Re-
vision Comemndission, in its report of that year, recom-
mended their adoption.  The commission identified
the weaknesses of the asesment process in the
State as gross inequality of asscssment among indi-
vidual taxpavers and classes of property, under-
valuation in violation of the constitution, and
wholesale omission of property from the tax rolls.
Among the means of improving the sitaation which
the commizsion and the department advocated were
the creation of & technicel staff in the central affics
of the department to define valuation standards and
aid in :;r:i::g special assessing problems, establish-
ment of & system of field supervisors under central
direction, preparation of a manual for assessors,
development of tax maps and record syatems for
all counties, and the requirernent of full walue
pEzesEment,

* The -nl:i_glm of this program and the status of Stabe
sapervision in the 15940 are well described by Beulah Lex
Pardue in State Supervision of the Properiy Tax -Ilmﬂi-
ments in Kenducky, Universty of Kentucky, Bulletin Na.
15 of the Barean of Businems Rescarch, 1944,

6

The department procesded with the program wader
limited resources and authority, but in 1949 a spe.
cial session of the legistature, called partly to con-
sider the problem of local assessment, oo

some of the statutory hindrances and authorized
development of a program of assistance to Asscssors,

The Property Tax System

A description of Kentucky's continuing program
for improving asesment adminisiration needs as
explanatory background a summary of the State’s
property tax system and the orgamization for its
administration,

The Tax Base

Eentucky has & broadly based, clasibed property
tax system, with much tangible personalty taxed at
lower rates than realty and intangibles taxed at
various special low rates,  Entirely exernpt from
taxation, in addition to public property used for
public purposes, and reliious, charitable, and non-
profit educational institutions, are only two classes
of tangible persenal property, household goods and
crops grown in the calendar year in which the
asesirnent B made and in the hands of the pro-
ducer. The State taxes more classes of property
than do the Jocal governments; but the authorized
State tax mtes are low and the State obiains less
than 6 percent of its tax revenue from property
taxes compared with heavy dependence on this
source prior o 19357

Taxable by the State are ordinary real property;
all property of public utilities; the following classes
of tangible personality—automobiles and erucks,
tobacco and other farm E:m-e;lu::t: in storage, farm
products in the hands of producer or agent, live-
stock and poultry, manufacturing and agriculueal
machinery, other, such as inventories; and the fol
bowing elases of intangible ptrsnnal!g'—:.mnu?tiﬂ.
bank shan=, brokers' accounts receivable, bank de-
posits, building and loan association capital stock,
marginal accounts, and other intangibles (an in-
chusive item accounting for nearly one-half the val-
uation of intangibles).

*Taxes are corstituticnally 'Iﬁd:b]m all l:t:l]nu of

I exempt. angible n
B s el clacsiten b muod o, the, S B
igher e than realty {5050 compared with $000%
$100) bur b taxed at the mme raves locally as re 1318
The authorized State rates on the several classes of in-
tangibles, most of which are tixed cxclussvely by the
State, are in the §0.50-B0.05 per 10 range tﬂl for
a nominal $0.001 on bank deposits, [ For Stase local
tax rates under the Stale's intricste ificd system, sce

Kentucky Property Tar Fatee, J362, Commeonwealth Dhe-
partment of Revenue, Frankfort,}



EENTUCEY

Of these State taxed classes of property, the fol-
lowing are cxempt from local taxation: farm prod-
ucts in the hands of producer er agent, livestock
and poultry, raw materials and goods in process of
manufacturing, manufacturing machinery, agricul-
tural machinery, car lines and rregular route cotm-
mon carriers, and all classes of intangibles except
bank shares which are subject to limited local rates.

The Assessing Aunthority

The Department of Revenue asesses all prop-
1:;|11.l |:|-II m'ilmad.s a.nd nthl.-.r ].'lub]il': I.:IiLi.T.i.nH, bank de-
posits, tuilding and boan amcciation stock, margi-
nal accounts, and distilled spirits in bonded ware-
houses.  Since the records involved in Federal se-
pervision of the warehouses are available to the
department, the complete assessment of this class
of personalty offers no problem.  The payment of
the State and local taxes 15 on a deferred basis, be-
coming due, with interest from the delinguent date,
when the spints are withdrawn from bond or
shipped out of State in bond.  In the 16 countics
benefiting from this tax (not including Bourbon
County], it represents 66 percent of the asseased
valuation taxable at the full rate in 1 county and
ome-third or more in + others,

All other property is assessed locally, This ap-
porticnment of assewsing duties makes the county
assessors responsible for asessing several elasses of
property taxed only by the State, namely, [arm
products in the hands of producer or agent, live-
siock and poultry, mw matenals and goods
process of manufacturing, manufacturing and agn-
eultural machinery, annuities, brokers' accounts re-
ceivable, and “other” intangible persenalty, repre-
senting nearly one-half of total of intangibles,
OF the total assessed valuation of all property, about
83 percent is bocally assessed and 35 percent State
assessed,  The Department of Revenwe also values
tobacos in storage, oil production rights and bank
ghares and recommends thelr assessed valuations to
the counties, which virtually always accept them,

Loeal Assessment Administration

Poatwar years have brought important improve-
ments in the local setup for asesment administra-
tion in Kentucky., While the temitorial organiza-
tion and method of choming assessors remain ba-
sically unchanged, the office of asessor has been
upgraded by better pay and working facilities and
assess0rs have had an opportunity to Beneft from
gkilled eentral supervision and services,

Territorial Organization

The primary assesment district s the county,
of which Kentucky has 120, third largest number
ameng the States.  The great majority of the coun-

ties are small, 33 under 10,000 population and
ancther 51 between 10,000 and 20,000 pnPu'lal:inn;

thus many primary asscssment districts are not
large gnmuih to sustain the minimum technical staff
required for the assessment of both real and per-
sonal property. Somewhat offsctting this limita-
tion is the State’s payment of the compensation of
asseaors and their deputies, )

There are, additionally, numerous m-r:rla.ppn.:g

aszessment districts, inl:lun:ring many seall cities &
a few achool districts. It s estimated, however,
that over one-half the cities and 85 to 90 percent
of the school districts use the county ass=ianerts,
While little consideration has been given to forcing
the abandonment of thess redundant and finan-
cially wasteful disinicts, the laws give encourage-
ment to wse of the county asesments.  Cities may
use them by paying only $150 per §1 million of as-
sessed valuation, their use may be adopted by ordi-
nance, and a law of 1962 permits Jeguslative
body of any city to change its tax calendar and
fiscal year to facilitate adoption of county assess-
ment, School districts pay nething for use of coun-
1y ASECSSMEDNES,

The Departrsent of Bevenoe has no supervisory
jurisdiction over thess n'-t'rla]‘:p:'rh_g districte, thus
information regarding them is imited. Apparently
some feel the financial need for a higher asesed
valuation than that provided by the county's as-
semsment at a small fraction of Tull value, some like
a lower valuation in order 1o shift more of the tax
to the State amessed wtilices, some may distrust
the quality of the county's assessment, and others
merely carry the extra expense to satsy home rle
traditiomns,

Assessment Personnel

The county tax commissioners, elected for 4-year
terrms, are the county assessors.  To be a candidate
for the office, a person must "hold a certificate i=-
sued by the Department of Revenue, showing that
he has been examined by it and that he is qualified
for the office.” At one time a certificate was good
for life; but now expire 1 year from the date
of issuance, although a candidate for reclection
does not require & new certificate.  The examina-
tione must be both written and oral, and be fortm-
lated to test fairly the ability amd fitness of the
applicant b serve a3 county Lax commissioner. The
Court of Appeals has held that eounty tax cormmis-
sloners are State officers.

The policy of requiring candidates for election
4% 25%ess0rs to examinations dates back to 1921
bart for many years the office was so generally a
part-timne, low-paying job that it was unattractive
to people of ability and examinations of more than
rudimentary character would have left many coun-
ties without candidates. In 1949, however, the
legislation referred to above gave the county tax
commissioner's office a better status, increased the
compensation, improved the tax calendar, made
soamie provision for equipment, and wrote provi-

a7
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sion for technical assistance into the law, Since
then examinations have been made more demand-
ing. They are given every 4 years to 400-300 per-
sons, of whom about two-Lhirds pass and about one-
third fail. In each recent election there has been
a turnover of abowt one-fourth of the commission-
era. According to well-informed observers, the po-
sition now attracts better qualified people in many
counties and Aumesons PEESERL COMIMISSOTIETS Were
former deputies,

Compensation. The State sots and pays the
compensation of county tax commissioners and has
increased it pericdically in recent vears, the average
annual compensation having risen from $3,112 in
1948 1o 33,035 in 1961, While compensation is on
a fee basis—I0 cents per 100 of assessed valuation
for the first $3 million and 2 cents per $100 for the
excess—the baw provides for a minimum of $3,000
and & maximum of §7,200 annually. About ones
third of the commisstoners now receive the maxis
mum, Any “excess compensation” under the fee
fermula is applicable to other authorized purposes.
State rax officials arc making a special study of this
compensation system, which they consider unsatis-
factory, _

D¢ puty assersors. Each county tax commissioner
may appoint any persons approved by the Depart.
ment of Revenus 1o assist him in his duties.  He sets
the salaries of deputies, again subject to approval
by the department; but no deputy can be paid more
than 33,600 annually without having qualified by
examination prepared and given by the Department
of Revenue in accordance with standards of the
State Department of Personnel.

County Tax Commissioner’s Budget

Recent years have brought a notable tramforma-
tion in the county tax commissioner’s offica.  The
commissioner s better paid, be has a fair allow-
ance for such deputies, other assistance, equipment,
and other operating expenses as he needs, and he
may have been able to acquire fax maps or cven a
complete revaluation, For most of this the State
pays—00 percent or more of the cost of the entire
operation; but the legislature also provides for
strong budget control of the commissioner’s office,
through statutory regulations and vesting specific
contrelling authority in the Department of Rewv-
enue, The commissieners and their deputies alss
are eligihle for retirernent under the state retirement
gystern which has been in operation since 1956

The amount of operating revenues available to
each affice 5 not left to the county government, but
is determoined by statutory formulas related o the
size of the locally assessed valuation, How this de-
vice is uwsed to provide the tax commisioner's com-
pensation has already been described.  Addition-
ally, on the amount of assessed valsation in excess
of $4 million {reduced recently from 38 million)
the State pays 2 cents per 100 applicable o com-

af

pensation for deputies, other authorized persom
and other authorized expenditures, with a gene
limit of §20,000 and ]:.igﬁar limite for countics con-
taining first- and second-class cities.  Each county
alio must pay annually to the tax commissioner’s
office, toward auwthorized expenses, an amount ré-
lated to the asscssed valuation and having similar
top limits.  Also, any “excess compensation™ under
the operation of the fee formula noted above may be
uscd to purchase maps, equipment, and supplies or
to help defray the cost of a reappraisal project.

That these revenues may be spent only for au-
thorized purposes, means :r:tuai];y that each tax
commizsioner's budget must be approved by the De-
partment of Revenue, No State funds availakble
to any commissioner's office a3 compensation for
deputies and other authorized personnel ar for ather
authorized purposes are paid without authorization
of the department in advance of such expenditures,
Personnel, salaries, purchase of eguipment and
supplics, and the planning of ether budget require-
ments are subject to department approval.

Quadrennial Revaluation Law

The machinery for obtaining intra-area uniforrm-
ity of assessment, discovery of omitted property, ete.,
incledes a preliminary review by the Departement of
Revenue of a recapitulation of the asesment roll,
including a list of intangibles; review by a county
board of supervisors comprising “reputable property
owners appointed annually Ey the county judge,
which may review and change any asscsment upon
the written petition of any aggricved taxpayer and
upon the written recommendation of the tax com-
missioner, Departenent of Revenue, county judge,
chiel finance officer of any city wing the county
assessment or the superintendent of any schoal dis-
rrilzt i|1. wh'n;h the Frnpcrl::,l 5.: !-l:lt:l!nd; .npp::.nJ o I:h¢
State Tax Commission or the State courts; compre-
hensive reappraisal programs; and “emergency as-
eesements” that may be ordered by the Department
aof Revenue,

Prior to 1960 there had been no legal provision
for systematic revaheation of assessments, but in
that year the legislatuere provided that all locally
asseased real property should be revalued during the
second vear of each term of office by the county
tax commissioner [Le, every 4 years), in aecord-
ance with standards presceibed by the Department
of Bevenue. The legislature appropriated no ad-
ditional funds for this purpose.

State-Level Administration

The Kentucky Department of Revenue, in which
the State centralizes its tax administration, i fe-
spomsible for the State's share nd'dl::n:p:rtf tax ad-
ministeation, The appointive directors of this
strong, widely distinguished department, beginning
with its first commissianer of revenue, Prol. Jarmes
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W, Martin, in 1936, have always recognized the im-
ance to the State of sound property tax admin-
mtration, irrespective of the small contribution of
the tax to State revenues, and have worked per-
sstently oward sech administration.  With good
eooperation between the -dEE:lr!mE‘.l:lt and the legis-
lature, the State has been able to overcome numer-
ous ohstacles to strengthening the property tax.

Organization and Personnel

The Department of Bevenue has four line divi-
siors dealing with major taxes—Income Tax Dhivis
sion, Sales Tax Division, Motor Vehicle Tax Dhvi-
ston, and Property and Inheritance Tax Division,
the combination of the two taxes in this division
being mutually advantageous for administration,
Ea:n-'jng all line divistons are the 1cg:al EI:EII, records
division, a new data processing division, and pro-
gram and research staff, which does property tax
rescarch supplementing that done by the Property
Tax Dhvision.

The Property and Inheritance Tax Division,
headed by a director appointed by the commissioner
af revenue with approval by the Governor, opcrates
through three sections—State Asseszmant Seclion,
Local Property Tax Section, and Inheritance and
Estate Tax Section,  The primary function of each
gsction is imdicated by its title, the first responsible
for central property assessment and abwo for “omit-
ted™ intangibles, and the second for supervision of
and technical assistance 10 COUNLY (AN COMMISSIONETS
and other eounty tax officers,

Im addition to it central techaical seaf, the Lacal
Property Tax Section has a ficld staff, developed in
recent years, uF-cmting i 12 multicounty disteicts.
This field contingent of qualified appraisers confer
with county tax commissioners; help them with as-
sossing problems; instruct in assessment methods,
and use of equipment, manuals, and guides; do some
epecial appraisal, such as lactories in rural areas; and
sid county clerks and sheriffs in tax billing and col-
lecting.  Also, they do real estate appraisal for in-
heritance tax purposcs and for State purchase of
property for other than highway purposcs.

he Department of Revenwe always has sought
well-qualified career personinel and this policy was
strengthened in 1961 by the State’s mituation of a
wmprﬁh['mi.w merit !.'Er'.sl:r'm for all State pt:mnnnel
ExcpTit “pnli.l;}m.a.k'irg‘ officials. The :_Il:]'m riment
emphasizes inservice training for its staff, and i line
with this pnli::,r the Fmpr:r-l},- Tax Diwstion requires
all of the Arst-year members of its central and Aeld
staffs, with all cxpenses paid by the State, 1o ke a
bacic course in real estale apprasal given by the
American Institute of Real Estate Appraisers.

Kentucky Tax Commisdon. When the Depart-
ment of Revenuwe was organized in 1936 the
Eentucky Tax Commission, with appellate and
equalizing [unctions, became a part of the depart-
ment.  The commisioner of revenue served as

chairman and two associate members appointed by
the Governor also were asociate CoMMIssioneTs
revenue,  In 1960 the legislature made the Tax
Commission a separate agency, but continued the
commissioner of revenue as chairman, The main
functions of the Kentucky Tax Commission are to
hear appeals from findings of the Department of
Revenue and from rulings of county boards of
supervisors on local assessments, and to equalize
assessments amony counties.  If the intent was to
separate administrative and appellate functions, the
method was not entirely successful.  Furthermore,
the commision has failed to exercise its equalizing
authority since 1954,

Powers amd Duties

The powers of the department respecting local
perty tax administration, some of which have
E:n noted in the foregoing summary of local assess-
ment administration, place the department in a
strategic position to influence a constant upgrading
in the quality of Jocal assessing, subject only to the
practical limitation of how fast and how far it can
E;wi:hnul being thwarted by political and popular
tility. Through its examining power it can
amsure that assessors and deputies have some degree
of professional competence, and through its sub-
stantial prawer of hudg\el: control of the counly tax
commissioner’s office and its knowledge, through
its field staff, of the needs of the various offices, it
is able to help plan each office’s effective use of
maore of bess lmited Anancial resources. The de-
partrment's 1960-61 annual re for example,
noted that “excess fees of that vear had been used
to purchase accounting machimes for 4 offices, Ad-
dressograph equipment for 1 office, and small office
machines for 13 other offices,

The department’s peneral powers and duties in-
clude advising, directing, and supervizing local tax
qﬁ'ﬂ‘.‘i&l:; Envu:isa.ting bocal g:h-rmm:nl:al units and
officers “when it seems reasonably necessary™; pre-
scribing, providing, and enforcing the use of aspess-
ment and tax forms and records; arranging &nnual
conferences of county tax commissioners; and pro.
viding personnel and other asistance in mapping
and reappraisal projects petitioned for by counties
and cithes

The department has no authority to enforce inter-
county equalization of assessment levels, this B a
responsibility of the now scparate Kentucky Tax
Commission; bui it docs have power, beyond the
profesional aid noted above, 1o climinate serious
intracounty deviations from uniformity of aasess-
meent.  The legislature has autherized the depart-
ment to order an emergency assessment of all or are
part of the taxable propery in any taxing dist
to be made by persons appointed for that =
by the department, upon complaing by e
not less than 10 percent in value o
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property in the district or when investigation of the
departmeent discloses that the asm:ﬁ-uamt " g0
grossly imequitable or fiscally infeasble that an
emergency exists,”  The department has used this
power im a few counties in recent years when there
was a supporting lecal demand.

Technical Aid Program

The department has as its primary obhjective uni-
formity of ascsament within each county, and with
rudicnentary assessing in many counties at the start
-|‘.'lf|.'|':||:§.1 m:ithash;.d.ﬂ.]nngwn.},r tﬂE‘n:h. T]'!l:
technical aid program that has been prometed
actively since 1949 has incladed provision of in-
struction in the use of assessing tools, holding of
conferences, conduct of mapping and reappraisal
projects, and the continwous supervizsion, profes-
donal assistance, and informal imservice training
made possible by the permanent field staff,

Manuals and guides ided for the use of as-
sessors inchide an administrative manual dealing
with asssssment laws and procedures, a real prop-
erty appraisal manual, annual personal property
amesarnent puides, and various stavistical repoets and
Bulletins. The de nent published a new and
expanded a isal manual in 1962 to replace the
one isued in 1952, Prepared by E. D, Ballard,
Chicf Appraiser (and since 1962 Dhirector) of the
Property and Inheritance Tax Division, with the
collaboration of other staff members and with help-
ful su ons from officers of the County Tax
Commussioners Association, it provides, as Prof.
I]':rnm: W, Martin savs in his introductory review,
& “remiarkably supenior awd to county tax cormmis.
soners and other appraisers."

The department, in conjunction with the Uni-
versity of Kentucky Bureau of Business Research,
i 1946 held 2t the university its first annual el
for asmessors.  Thiz annual 5-day school has been
continued and the legislature has made attendance
compulesry for county tax comomissioners,  Any
officer willfully failing to attend is subject to re.
moval from office by the circuit court of his county;
while, on the other hand, his full expenses are paid,
ate-balf by the State and one-half by the county, if
he attends all sessions,  These schools include ori-
entation courses for new tax commissioners, of
wihom there wers HE in 'IEHH‘ the last election yuir,
and advanced work in appraizal problems for ex-
perienced commisioners.  In 1961, for example,
special anention was given to detailed assessment
Fatio aml.l}la'u of n t:,lpi.r.a.l. county. District canfer-
ences for commisioners are held periodically, use-
ally to deal with particular isiues of general concemn.

"the two such conlerences in fiscal 1962, one con-

1 the means of administering the new revalu-
zid the other wad for review of the new
nual,

Continuing reappraial and mapping programs
hawe been carried on by the Mmﬂgmm 1943,
The first five countywide reappraisals were done on
a coniract basks, but since then the department has
preferred to carry om the program with its swn staff,
working in conjunction with the local amessment
staffs. Reappraisal and mapping projects are
undertaken at local request and under contractual
AETCEMEnt, with the State bearing the major share
of the cost.  Since the department budget for these
purposed is lmited, there s always a waiting list of
applications, with priority given to urgency of need.
In the years 1931-83, some 21 counties with over
half the State’s real estate assessmient wens reap.

wised and comprehensive mapping programs had

carried out in a dozen other counties, with
applications from 13 more awaiting attention.
How to provide adequate maintenance for the
growing number of completed projects is a problem
for which the department is seeking a solution.

Assessment Ratlo Studies

Annual assessment-sales ratio studies covering
real property have been made by the department
since 1938, For some years they were used in a
futile effort to increass the level of assessment ; they
play an important part in determining the appor-
tisnrtent of equalizing school aid;? and prescmly
they are serving as a wseful tool for messuring uni-
formity of real property assessment within ndivid-
ual asseesment districts and appraising the degree
of progress made under the technical aid program.

The department’s ficld staff secures information
on real estate sales.  Tnomost counties the sales data
are copied divectly from the deed book, although
in a very fow cases copies of the county clesk's rec-
ord of tramsfers may be used,  The last assessmenits
made before the sale are then secured directly from
the tax commizsiones's records. Only sales far
which a comparable assesment can be ascertained
are wsed,  The completed data, covering 15,000-
18,000 sales annually, are analyzed by the depart-
ment's program and research stafl. A careful veri-
fication of sales prices (buyer-seller check) im 10
counties in 1961 disclosed, among other things,
that Federal stamps wepe nod providing fully seli-
able imformation. *  Eforts to obtain Iﬂg;i:lln.ti.m: for
a recording fee that would produce more accurate
data have not been successiul.

| Ay & hasiz for desermining the reguired lorcal tas effort
for schools, the estmated fill valus of tomahble property
for ecach school dirict & computed by adjasting the
asriacd valuations of the varioas classes of property on
the hasis of their ameesment ratios determined for the
miajer rlasses of real property by sales ratios and for other
clakecs by pibiEr menns.

dgee B, I Ballard and Samuel H. Gray, Asrermment
Ratlo Analysis of a Kemtucky County, Kentucky Depart-
ment of Revernse, 1962, po 5.
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Each year the Program and Research Staff pub-
lishes the median assessment ratio for each county
and taxing district and in some years has published
the range of the middle halfl of the array of indi-
vidual ratics. Assessors are being schooled in the
analysis of sales ratios as a guide to greater umi-
formity of real property assessment. In a demon-
stration presented by the department at the annual
conference of county tax commissiioners in [561, a
county for which sales data had been verified wna
selected Tor study, Ratios for several major classes
of property were portrayed on maps by identifying
the middle halves with green tacks, and the upper
and lower quartiles with yellow and red tacks, re-
spectively, The presentation was used as a basis
for considering such factors as inequalities within
and among classes of property and among different
arcas of the county, and the maximum permissible
range af tolerance in assessing.®

The department goes beyond the routine use of
ratio studies for determination of average assess-
msent devels not only to evaluate the quabty of local
assessing but to try o determine the amount of

ress resulting from the Stae’s supervisory and
technical aid programs. Studies undertaken by
William &. Herzel, director of the Program and Re-
gearch Staff, which will be expedited by the depart-
ment's new electronic data-processing lacilities, are
not yet sufficently conclusive for publication, but
are providing useful guidelines for department
policy and action.

Assesement of Intangibles

In the assesment of tangible personalty, there
has been a noticeable improvement in uniformity
and compliance in recent years, according to the
Department of Revenue, which has aided asessors
with warious guides and with lists of taxpayers come-
piled from license and income tax records.  Partic.
ularly noteworthy, however, is the State’s demon-
strated ability to administer & property tax om in-
tangibles.

Intangible personalty, as noted earlier, i for the
most part taxed exclusively by the State and for the
mest part assessed locally,  In fscal 1961-62 about
B9 pereent of the max from intangibles was from
locally assessed property. The assessment of in-
tangibles &5 elfective because the Depariment of
Revenus aids the county tax commissioners in the
primary assesament of such property, has authonty
to list “omitted” or undeclared property and obtain
thie payment of taees due, with substantial penalties,
and uses the full sesources of the department to dis-
cover such property.  Information for this purposse
i1 derved from individual and COTPRHALION ENcoamne
tax returns, inheritance (ay data, and ather similar
sources, and i developed both by cambined awdies

¥ Bee Ballard and Gray, op, cif.

BRI-HAR—00——0

and specially directed audits. The department's
lﬁ-ﬁa:nnual noted that: “An intensive
back-tax ram has yielded an average of more
than $300,000 each year, with a resulting increase
in the recurring tax base in many instances,”

Full Value Versus Fractional Assessment

As in many other States, the local assessors in
Kentucky are self-constituted budget officers, main-
taining fractional assessment levels that determine
the taxing power of local governments under the
State :::Eji:hed tax rate limite The constitution
directs that all property shall be assessed for taxation
at its fair cash value and provides that any asessor
guilty of willful noncompliance shall forfeit his
office; but any amessor who undertook to comply
with the law would be abdicating, in the popular
view, his respopsibility for protecling the taxpay-
ers, who tend to be more appreciative of low asses-
mments than of eguitable asssssments, The const-
tution requires uniformity as well as full value, how-
ever, and the Court of Appeals has held that uni-
formity takes precedence over full value assessment.

According to the Department of Revenuc's as-
semsment ratio studies, the average level of real
property assessment in the Stage declined from 75
percent in 1938 to 47 percent in 1946 and 30 per-
cent in 1933, increased to 32 percent in 1934, and
then declined gradually to 26 percent in 1961, with
a range among the counties of from 13 percent to
40 percent.  For years the Kentucky Tax Commis-
sion intermittently ordered large numbers of “blan-
ker raises" of county assesaments inoan effort to
reverse the trend and produce intercounty uniform-
ity; but when, after an interval of several years in
which it was hoped that the new technical aid pro-
E"ﬂ.l‘l‘l wanld br]l'l.g l.hr_ :.'i.l.ua.l:iﬂn u:'bdl:r n:muﬂL lh&
commission isued such erders in 1934 to 71 couns
ties for equalization purposes, the wrath of the
public was unbounded and in 19533 all gubcrnatorial
candidates denounced the program,

Since 1954 there have been no bBlanket raises,
although the Department of Revenue has responded
on occasion to hardship appeals for emergency in-
creases, 3o sensitive i the public to the assessment
level Bsue that State-county agreements for reas-
sessment projects include provisions for deownward
adjustmients of local tax rates to compensate in the
first year for any resuluing increase in the assess-
ment.  As in numerous other States, this situation
tends to create inequity and ebscunty, and calls for
some kind of constructive reconciliation of law and
Pnl';rv.'

*For an acesant of the long controversy over assesss
meni-level polley sl p i lor meschving the conflict
see F. Jobhn Bhanmon, ¢ Cenfiicd Briassm Lom an
Administrative Practice in Velustion of Property for
Taxation in Kemfusky, Undversity of Kentucky, Bureais of
Business Kesearch, 1957,

6l
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ﬂ'ﬂ:ﬂ:n:[ aresrment of wiilities. When local as-
sessing follows varied levels that are remote from
the lr_ga.l standard, a problem arises as to the Jevel
at which nl:n:le}' property should be as.
gesged.  In its central assessment of railroad and
other public utility property, the Department of
Revenze emplovs competent specialists o wgility
valuation amf has a record of highly tlup-etttd per-
formance:; but the central assesment bevel Tailed o
keep pace with the postwar downward plunge of
the local level. The resulting inequality was at-
tacked in the courts and in two gas trRnsmisson
line cases in 1960 the court of appeals held that
State assetsed public utility property had to be as-
gessedd at the same level as locally assessed property.”

Az a result of these decisions the department has
reduced assessments of operating property of public
utilities generally, The immediate scope of the
change was refiected in the Tax Commission's cer-
tifications of estimated full valee for school founda-
tion aid purposes.  In 1939 the average assessment
ratios were 50.9 pereent for utility property and 31.1
percent for locally assessed real estate; in 1961 the
ratios were 439 percent and 305 percent® This
reflects a gradual approach to equalization, a policy
which, apparently, th: mm]:lani:s are willing to go
along with. Since in 15 counties public utility
propesty in 1960 represented over 40 percent, and
on a statewide basis 18 percent of the asseesed val-
uation taxed locally at full rates, this compromise
policy avoided financial disaster for some local
gOvCIRments,

Cost of Property Tax Administration

The overall povernmental cost of property tax
administration in Kentucky, including assessment,
billing, collection, review and supervision, is esti-
mated by the Program and Research Stall of the
Department of Revenue to have been roundly $5.6
million in 1961, or a little aver 4 percent of between
%125 million and $130 million of total State and
local property tax receipts. Because three levels of
government share the administration of the tax and
much of the work i done by local officers whe give
only part of their tme to it, the figure i3 peceszarily
an estimate, but it is useful in showing approsds
maiely how the financial respensbility is disteibated.,

' Luckedd v, Tennaner Gar Tranemduica Co., 351 SW.

2d 879, andl Lyckapd v, Tezar Eastern Tranrmiccion Corp.,
336 5. W, 2d 557

*The local ratsos are slightly kigher than those noted
earlier for county ossessmeents as they include 30 higher
level city assessments for schoo] purpoecs,

Estimated Cants, 1961 Siarg-Locad Praperiy Tax

Adntigisiralion
Paid by the State:
County tax commissonen’ offices__ $1, 516, 000
County boards of equalzaton . ___ 1%, 000
Couwnty clerks” fees______ :IE-I'.'I,I:I[H:I
County sheriffy’ fees {collection) o _ 533, Gl
Stape aescament oed locsl supervision. . 250, Daa
Resppeaiials, 00 oo o = 75, (b0
Misceltaneous fenctions. oo 100, D0
Tatal State FIFR 2, 66T, 000
Paid by counties:
County thY Commssionerm e 153, 0
Clerksa. e 160, Bl
Faid by sckool disgrscia: ﬁhunﬂ'l aned calles-
1o {estimated by Department of Educa-
tien ) EER) 2, 000, DO
Paid by citics not using county assessment
exizpt schoal district collections_ 600, 00D
Total - 5, 560, 0O0

The State's concern for the good administration
ef the tax, although it receives only a small fraction
of the proceeds, s evidenced by its payment of
nearly one-half of the overall cost and 92 percent
of the coat of primary assessing by the county tax
commissioners.  Somme of the local items suggest that
there is op nity for sving through elimination
of -ﬂupllr.ﬂtp':;;mﬁf work ; hqj.:lﬁﬂ':: .a.'l:ﬂunt spent by
the State itw=lf in amm supervision, technical
aid, and valuation 'rﬂrqrnchg is surprisingly small in
view of the value and quality of the undertakings
of the Department of Bevenue described in the fore-
EOinT SWImImary.

The suceess of a basic program for strengtheni
the property tax, such as thae initiated so aus
ciously in Kentucky alter World War [T, depends on
eontinuity of effort, which must depend heavily, in
tuirm, On exrcnHve Enﬂerﬂ]ip and l.l:![":l.ﬂ.tilﬂ:: COPIET=
ption. Since the middle 1950° such leadership ap-
EHH to have been lacking and State appropriations

r technical assistance have been cut severely,  As
a result of the decision at the highest executive level,
in 1955, te halt equalization by the Tax Commis-
gion, and the inadequacy of appropriations for the
revaluation program and other echnical astistance,
the State’s program fo rehabilitawe the property tax
has lost much of it momentum. Tt may be, how-
BV, I:['l:rt thiz s=thack 5.1. nn]1.' ‘|D'EI'I1'|.'I'|:|I.'.E:I"F. The
present commissioner of the Departrment of Rews
cnue, James V. Marcum, recognizing the implica-
tiong of the dowing down of the Department's
activity in this feld, in 1963 has asked the director
of the department’s program and research staff to
make a detailed analysis and evaluation of the situ-
ation, Tor the guidance of the new Governor, whe
takes office in December 1963, and the legislature,
which convenes in January 1964,
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Louisiana retains its State property tax, 4 consti=
tutional 53§ mills specifically allocated for various
purposes, and the State thus has a direct interest in
the administration of this tax. Ewven mone im
tant from the viewpoint of revenus invelved, how-
ever, 1% the homestead exemption, since taxes Jost
to local units through this provision are reimbursed
by the State from a property tax relief fund which
receives revenue from nonproperty tix souToes.

Sigte Tax Commisdon. The property tax i3
under the supervision of the State Tax Commis-
gion, with other major State revenues the responsi-
bility of a separate Revenue Department, The Tax
Commission consists of three members appointed
by the Governor for G-year overlapping terms.
comemission iz responsible directly for assessment
of utility property and for supervision of Jocal as-
sessing and equalimtion.  Local assessing is the
function of pansh assessors, 1 ineach of 63 parishes
and 7 district assessors making up a board of as-
semmors in Orleans Parish, Asesors are elected for
d-year terms-and recebee salaries under a schedule
fized by the State legislature—such scheduls set
1960 providing for salaries ranging from 35,400 to
$15,000.

The Tax Commission isues a bisnnial re
which in addition to extensive tables on valuations,
tax levies, etc., has an interesting introductory sec-
tion summarizing constitutional and statutory pro-
visions on property taxes and gives “Assessment
Buggestions.” The suggestions include values for
such major items a8 oil and gas well equipment as
well as coin machines and watereraft, The 1958—
50 and 1960-61 reports had a special section rec-
ommending that all parishes secure accurate maps
for assessment work and noting that the experience
of some assessors who had installed aerial survey
maps indicated that the cost would be repaid by
additional revenue produced by property discoe-
ercd throogh useof the maps.

The Tax Commission has final responsibility for
fixing valuations. As the Lepislative Council puts
[

O the local level, the amesscr emamines and
praises real and personal property for fax purposes EurRSi
umnits of government every year.  Assessed valuaiiors must
b= approved by the commission, and it i3 authorized to

ce or iekrease valuations. The law mequires that
the waluation far State purpesss be at 100 percent of

i The Gorernment of Lowirdana, preparsd by Louisiana
Legislative Council, April 1939, Research Study Mo, 13,
Baton Rouge, 1939, @, 310,

actual cash value, but parishes may, in their discretion,
fix valuations at less than actual cash valug for other than
Srare purpases, provided the valuation doss not Tall bebow
2% percent of the actual cash wvalue determined by the
commizion [or S4ate purpoees.

Supplementing this statement, the secretary of the
Tax Commission comments: “The Tax Commis-
sion i required by law to et the values for assess-
ment pu , But the local authorities m:.a.ﬁn
down 1o 23 percent of this value, but they usually
wse the valwes approved by this commission.™

Special tax study. In the fall of 1960 the Public
Affairs R-l:acagdch ouncil of II..-nu'ninr[n_la, Inc., a ]:ul-]i:
vately inanced governmental ressans ney, pu
Lished Lowistana Property Tax? Tﬁiﬁc study, 2
yeard in peeparation, and made with the coopera-
tion of almost al| the parish assessors, the State Tax
Commission and other official and private agen-
cies, di;.:ummru-np.t;i tax practice in the State
as & whole and in each parish, and shows the re-
sults of a sales ratio study based om 1958 sales.
Findings indicate “wide differences in the policies,
practices, tochniques, and results i the
shes™? Ag to maps, the study lound 12 shes
had "‘l:l.ﬂ.l,'i.-:‘;&ﬂ].‘ :I.d.ﬁqua.t-: Sits nf maps [;:l-:r aﬁm:::hnn
and maral areas and 5 more had eets which wers
nearly complete and up to date™ (in carly 1960).
As to the level of assessment, parish ratios raneed
from 7.2 to 31.5 and the State average was 18.0
{ for properties used in the study ).

The study recommendations, grouped under four
headings, “Equity,” “Homestead Exemptions,”
“Criteria for Assessments,” and “Adds (o Assesors,”
included the following:*

1. Equity. The rescarch council gave this sub-
ject high priority. In the language of the study:

*Efforts should be made by local amessors and HL:
Louvisiana Tax Commismion to devclop greater
equity in the property tax. The first responsibility
for achieving such equity rests with the local asses-
sors, Seate low gves the tax commission major
resporsibilities alss in this field. The tax commis-
ston, through its fadlure to perform its duty to carry
out a continuouws program of assessment equalization
as directed in the statutes, has permitted great
inequity,"

' Louialana P"I'l:lpl'l"l:r Tax, Fablic Afaimn Research
Councl of Lowisdana, Isc., Daton Rowge, 1960, “This
report @ in three volumes: Sammery and Recoramenda-
n'qn:,' Wil I, General Findings; Wal. 11, Parak Oper-
aliome,

s J'l!u:n'., Summary and Recommendations, p. 24.

* fidd, pp, 26-31, and vol, I, pp. 13-16.
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THE EOLE OF THE BETATES IN STHENGTHENING THE PROPERTY TAX

The State should carry out & statewide assss-
ment ratis study annually, and use the resulis o
improve oguity in uiility propery taxes, o make
“ocempensating adjustmeenis” which would equalize
the burden of the State property tax and of s
in multiparish districts, and to emphasize the necd
for intraparish improvement interclass and
intraclass.

2. Homestead exemptions. “The homestead ex-
emption p m should be substantially revised"

placing a limit on the value of the exempiion at

13 SII:II.-.Ir ar 5 milla, Subse LI'EI'Il.['!,I the limit
might be changed further By ¢ legislature a3
needed,

3. Criteria for assessments, “The Tax Cammis-
sion should develop clear-cut critera for assessors
in determining "actual cash value’ of property, . . .
Since the pequirement to assess at 100 percent of
this *aciual cash value' is nowhere applied in pracs
tice,” a percentage of such value might be specified
as the tax base to being the designated level to ap-
|:.||:'-::|:¢:in1;|.l:|::|:|,l the existing statewids pu'&r.'l.in: amd an
attempt made “to bring about equity at this level.”

4, Aids to assessors. Such awks should be de-
veloped, including a standardized guide or manual
with recommended procedurss for recordkecping,
determination of values, revaluation, equalization,
ete: annual seminars conducted by specialists; and
complete wpeto-date maps for all arcas, with en-
forcement of the State lew requiring fling of plat
miaps for new subdivisions.

Exemptions. Loustana exemptions for home-
steads and for new industries are an inescapable
part of the consideration of the property tax in the
Stare®

The bomestead exemption in Louwisiana (for
whi,nh TEVIEW 'i:. rcmmn'br.nd-ed in the PAR !-lu-lﬂ}'}l
provides exemption for homestead property as de-
fined “to the value o %2000, for taxes [or State,
parish, and special taxes, with special provistons for
COirleans Parish, Veterans have a supplementary
r_:q:mptim o a :nmb&nnﬂ value af 55,']:"] for 5
years, but with a time limit 1o 1964, except that
veterans who served in both World ¥War 11 and the
Korean war have an exemption for 10 years, but
not later than 1969, The taxes represented by the
excmption are reimbursed o the taxing unit [rom
a State property tax relief fund, and hormesteads
may not be cxemnps from taxes o kn amount greater
than that available in this fund 1w make the reim-
bursement, The property Eax relief fum;l recElves
its revenue [rom State axes on income, public
utilitics, and abeobolic beverages, and thus far the
available funds have been sufficient o meet the
taxcs represented by the exempt property.

*8ee vol. 1, ch. 8
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While the property tax relief fund has been able
to cover reimbursernents, the continuing sharp rise
in homestead applications, and in taxes invobeed,
has been causing concern. Ower the past few
years alone, as shown by Tax Commision reports,
the aumber of appheations for homestead exemp-
tion inereased from 46935330 n 1957 o 538164 m
lﬂﬁh the Lixps El-c1-:nrJ:E|:| an l]“ Ammdant ut' I;hr,
exemptions from $27 900,935 to $35,555,153. The
volume of taxes is affected not only by the number
of applications and the value represented but by
the ocal millage rates involved *

The PAR study made some interesting computa-
tioms on the relationship of the reimbursements 1o
total property taxes. It found that the State fund
supplicd 378 percent of all taxes due on locally
memessed real estate tn 1938; in 14 parishes the fund
paid over hall the revenue due on the tax from suech
property and in 2 parishes it paid over 70 percent
These ratios are for locally assssed real property,
thus excluding utility property asseased by the State,
In cne parish, where TG percent of the taxes due
on locally assessed real estace was poid [rom the
property tax relief fund a0 1958, 33 poroent of the
listed taxpayers had their property assessed valua-
tion entirely covered by homesiead excmptions; in
ancthier, 538 percent of the taspayers listed were o
covered,”

The mdustrial exemption provides that the State
Board of Commerce and Industry may contract
with the owner of any new manufacturing esablish-
ment or of any addition, for the exemption of such
establishment or addition from property taxation
for 5 years, with remewal for another 5 years, sub-
ject to vanous restrictions and regulations.  In
1956 the Tax Commision and the Department of

" Ax early as 1046 there was concern for the volume of
the reimbursemenes and it was suggested that it might be
meecessary o place a ceiling on the total “'at or near the
present level of &6, 10, It was pointed out at that
teme that the average amount of reimbursement per home
ranged From £7.95 o $5007 (in 1943) in the several
parishes, amd that while ecomemic comditions and tax
rated Influsnced the variafbons, "we are convinoed chat
much af the disgparity B due @ im r assessiments of
Eoemesteads " 'I'E:‘l\.t same report said: "'E:r have besn told
that in many instances asscssors have arbitrarily raised the
amcaged valuaison of & dwelling worth, kv § , 1 about
£1.900, ar just under the !}Tlﬁ]} exemplin,  The reiult
af much & practics & & raid o the Sgate eziury a1 noe cost
e the homsownes.”" [ Preliminasy Repori of the Losins
and Fevenne Code Comminsion, {546, quoted in Home-
rigad Taxr Exemprions m Lowvedamo amd fn Ofker Slaler,
Louisiana Legislative Council, 153547 In I":'-'l? the dim-

arity per hoe or per & |_|li:|!ﬁ.r|l win il wade, ra 1A
?rnlr: an average of 1752 In ene parish o $1I1+.TE En
anmather, aceording o the Legislative Council repar, and
the oal yrsenta from the propesty tax relief Tund for
homestead exemauons had increased feom $6,747.379 in
154445 o £10 .H‘!!"I.!EIB im 195253,

TThe Properdy Tax, wvol. IT, op. eil., pp. 75=-76.
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Commerce and Industry inaugpurated 2 plan ender
which the industries agreed 1o go on the tax moll at
the end of the 10-year exemption period a1 not less
than 40 percent of the onginal investraent but
this prownsion 5 no longer being used. The Tax
Cammassion reports “ﬂFFﬂ'D\'\-l;bd Values of Manu-

& Minth Bismndal Reporl, Louisinma Tax Commission,
[, p, T1.

facturing Plante Under Active 10-Year Contracts
as of December 31, 1961™ at $2,024,063,618, with
the note that the fgures represent estimated valaes,
The Louisiana constitution provides that all real
estabe, excmpl as well as taxable, shall be valued at
actual cash value, listed on the assessment rolls and
submitted to the Lovigana Tax Commisicn. Only
the homestead and industrial exemption Agures are
published in the commission's biennial reports.



MAINE

"“The most serious tax problem in the State of
Maine today s that of administration of the munici-
]:al |:|11:|p:rtr g, This Fm:l:l:m m nat T D bt
each year it becomes more pressing,” said the State
Tax Asscssor in the 1958 ort of the Burean of
Taxation. Ower the years the Maine Legislature
has given some recognition to the importance of
the problem by emacting constructive legislation,
bt 1t has not provided the funds necessary to make
the legislation fully effective,

The Bureay of Taxation, headed by the State Tax
Asseszor, has four divisions: Excise, Property, Sales,
and Inheritance, The Property Tax Division had
had a staff of 12 for some vears prior to 1961, 6
field and & office workers, ‘The total was incrensed
by two in 1961 for special training as noted later.
The State Property Tax Division assesses real and
persomal property and administers property and poll
taxes in the unorganized areps, supervises local
aseessing officials, provides data for the Board of
Equalization which fixes a State valuation, and
compiles extengve asesament data.  Supervision of
local asessing includes provision of a manual, train-
ing clames, and other educational material, pre-
p;ript'mn of fvumm, ald in askesi ; Ble. Material
for equalzation = provided by sales ratio and re-
lated studies, B]Jl:cia]; appraisals, ete., and the State
valuation figures are used for State and county prop-
erty taxes |the former levied in wnorganized areas
only ), computing scheol aid and some highway aid,

The wnorganized territories referred (o above
represent some 42 percent of the total State ares,
almost entirely forest land ; this State asscssed prop-
erty, however, accounted for only about 4 percent
ef the otal State valuation in 1960, In that year
there were 493 local assessing wnits, over half of
which had valuations af less than %! million each.
There wers anly four units with valuations in excess
of 350 million each, and the combined wial valua-
tion for these units (the cities of Portland, Banger,
Lewiston, and South Poartland) accounted for about
21 percent of the total State valuation in 1960

Bureau of Taxation Repert, 1958, The 1938
report, after noting the continuing pressure for ime-
proving the property tax, dewcribed “thres general
problems which must be overcome |, . "

Fi".ri' the crganization of local assessing mist be hh:l"ng,l'll-
upetoednte. . - . Cur lows shoubd be revised o pravide
for spand assessing units, for adequate pay, Tor full-time
psgzors, for the choice of amsesors in a manner that will
insure competent persoanel, for tenure in office, aed
for uniformaty in assessing practices throughout the hum.
At the same time, car laws relating to review of ap
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shouwld be revised 1o ingure the same techndcal competence
in the reviewing body that 4 seosssary in the assemars
themselves, and 1 insses wnifoemity of treatment through-
giat the Sate,

nd, some provimion should be made so that q'ua]i-
fied personnel will be available to fill nunuiﬂf._pmiu'm.
It woubd be desicable if the Unbversity of ine could
initiaie & training course for asessors comparabde 1o the
management cousss which it now offer, ., .

. » o il assFument erganization i modernized to the
paint where technically qualified assessors are uired,
chvicusly there must be some soarce from which suc r=
sons can be recruited.  As a step in this direction, we I?:ve
Flmpmd the mitiatian of a limited trainieg program withe
tn the barean for perscoee]l who might expecied 1o
remain with the bureaw for 1 oe I vesrs apd w -
afeer might ke avadable e Bl vacancies in the Bocal
asseming feld, , |, .

The ihird preblesn which muse eventumally be faced
comcerns the subjsct mateer the property tax. . . .
Mo ame will guestion the Fact that steps should be taken
at onoe 80 chiminmate intangibles from the tax base. . . .
Beyand this scrious consideration should be given to the
possible elimination of the greater part of what s sow
taxable personal property. | . .

The Bureau noted that in prepasation for putting
guch Improvements mnto effect, funds should be
provided for the State Tax Assessor to make a study
of property taxation in Maine, Such a study would
be desspned to provide the basis for making specific
and detailed plans for putting into effect the gens=
eral recom ations indicated above.

The 1959 legislature made two notable contribu-
tions o the gocation. It improved the tax base
by eliminating houschold prnp-ergamnept for tele-
wvision sets.  While it did not avthoriee the cial
study sought by the Bureaw of Taxation, it did au-
thomze the Legnslative Kesearch Comemittes to study
and review the State and municipal tax structure
including a separate study of the property tax,

.E.-:gr'-sé-tr'w Research Commaittee Report, The
committee eéngaged Dr, John F. Sk, director,
Princeton Surveys, to make the study. In the re.
part on T he Ceneral Property Tax in Maine, pub-
bished in Movember 1960, Dr, Sly reviewed prios
special tax studies, noted recent progress, and made
recommendations for further action. In comment-
ing on recent progress, Dr, Sly noted the centraliza-
tion in the office of the State Tax Asesor of ases-
ment of property in the unorganized territories;
strengthening of State supervision of local asses-
sors—but a general grant of power without equip-
ment, ]',H:rmnn[:], ar funds to do what the law
proposes; programe for training of assessors; prep-
aration of an assessors’ manual, first isswed in 1947
increase in Geld advisory services; reappraisal pro-
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grams by a number of municipalities; and steps
taken to maintain the valuationa,

Mot included in the specific list above but cer-
tainly a genuine contribution to property tax ad-
mministration was the revigion of all property tax
laws. Under 1953 legislation the State Tax Asons-
gor was directed to review all pm]dperti_.l tax laws, and
E:w'-d: a revigon which would eliminate contra-

ictory and outmoded provisions without meaki
substantive changes, The 1933 legislature adop
the proposed revision—described as “a greatly im-
proved statement of the general property tax?

The Sly report recommended ® that the legisla-
ture, by joint resolution: Reafficm the principle and
acknowledge the need for creation of larger local
amemment districts; declare the approach o more
efective asesment areas mandatory on approval
af t|1.|: ||:Ei=]:|.|:urr.; a.n:cq'lt tf'l: Fri:ru;ip]-l: ol ful]-ﬁmg
qualified amemors for s ry work with adis
quate compensation and working facilities pro-
vided by the State; define “qualified superaisory
msscssoTs 85 assessord subject to selection by the
State Tax Amcssor under wsual provisions for pro-
fesgional recruitment; declare that supervisory asses-
sors give counsel, direction, and guidance to local
amemors, and have such correctve duties as the
siatutes may provide; approve establishment of
experirnental assessment districts pending develop-
ment of a full program.

The report alio recommended that prior to the
establishment of supervisory districts, the State
Tax Assessor be authorized to conduct 2 study to
determine: (1) the siee, location, and eomposition
of the districts; (2) procedure for their forma-
tion; {3} method of selecting supervisory personnel ;
(4} selection and authority of local assessing offi-
cersy [(5) relation of supervisors to bocal assessors;
{6} amount and distribution of costs. The study
should be presented to the leglslature with pro-
posed legislation to put the recommendations into
effect.

It was further recommended that the mp-:ru:imr].'
functions of the Bureau of Taxation be immediately

" Jobm F. Bly, The General Property Tax in Maineg,
iﬂmnd. 3 Tl-gﬁlﬁh: Iﬂia]a.ﬁvu REesrarch Comamittes,

ugus aime, Z

T T

" The recommendatioes in this
following are summarized from
=51,

ng:uphlud.ﬂu W
st In the repom, ppo

strengthened. The poted at this point that
the personnel consisted of six men engaged not only
in supervising and assisting local assessing officials
but giving a large part of their time to developing
data for equalizing purposes.  “This is merely a
token performance,  As usual, the statutes give au-
thority . . . far beyond the facilities of the Bureau
of Taxation." 5

The re ints out that existing laws pive t
Siate hmpaﬂdﬂaﬁmﬂq- aver mﬂi:nfg. The State
Tax Agsnezor may eutahlih pmﬁ_ﬂ'ﬁr aneearrent dis.
tricts not to exceed six in number; he may :J[Ih];::ht
& supervisor for each such district; and he sh Ve

neral supervision over the assessment and taxation

ws of the State "to the end that all property shall
be amsseszed at the just walue thereof in compliance
with the laws of the Brate, . . " This section of
the report concludes, “In ather words, these recom-
mendations do no more than to propose that the
legislature take steps to motivate the policies that
are .a.lr:m:hr eutalhli in the satutes of the
Slahlll 'l

In discussing personal property, the repert to the
Legisiative Ressarch Committes recommended that
intzangibles be exempted from ad valorem taxation,
As to remaining personalty—both business and ag-
ricultural—the report recognized the difficulty of
equitable amsessment, but suggested that action in
this field should probably await improvement in
the amesment process.

1961 lagidatien. The 1961 legislature took two
significant steps oo the recommendations of the
Bureau of Taxation and the report to the Legisla-
tive Research Commities,  First, it repealed the
application of the property tax to intangible per-
sonal property,  Second, it provided the Bureau of
Taxation with funds to it employment of four
persons to be trained in property tax appraisl
work. Two had been employed early in 1962 and
employment of the others s being deferred until
the bureau has had an opportunity to see how the
proposed :lzn:gr.!.m develops.

The allimportant special study, urged by the
bureau and by Dr. Sly, to give the Bureau of Taxa-
tion the basis for developing detailed plans for im-

ving assessment organization and supervision—
mmplementing the general principles previeusly ap-
p;méd%i—slill awaited legislative action at the close
of 1962,

* Bly, op. £l p. 31,
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MARYLAND

Maryland probably has made more progress than
any other mainland State in coordinating and inte-
E;ntin Stateelocal  astessment  adminstration.!

ith %u: advancement in recent years in essian-
alizing and centralizing this function, the present
setup is only & few steps removed from complets
centralizatiocn, DBy its recent creation of a tax court,
Maryland is also a leader in providing more usable
remedies Jor aggrieved taxpayers.

The present system of asesment administration
has come into being gradually rather than by any
OhE major rmrganlzau-:ln. as the legisdature has
adopted, often with a considerable tme lag? the
constructive recommendations of a long serics of tax
study commissions and, more recently, those of a
ﬂ.nﬂr&riﬂg Committee on Taxation and Fiscal

atters of the Legi:lauw. Council. Most of the
[:.p.l:u:r:u af Ma:]r]and % present property tax system,
in fact, HPPEH:I':IH the recommendations of the Baker
Commission of 1913 ; but the most notable moderns
ization of assesment administration on a statewide
basis has evolved within the past 20 years, including
gignificant new steps in 19549,

Organization for Assessment
Administration

The asessment of property for taxation is admin-
istered jointly by the State Department of Assess-
meats and Taxation, which suceeeded to the ad-
ministrative functions of the former State Tax
Commission in 1959, and 24 local assessment dis-
tricts identified with the State’s 23 counties and the
ci,tg,r of B;nh;'rn'.-l:.\:n:r which 15 not within a County.
From the point of view of population and resources,
this county-district setup for local assessing comes
closer than in most other States to representing «ffi-
cient local district organization. While  about
three-fourths of the State’s population is in Balti-
moare and the 4 larpest countics, none of the other
counties has a population of less than 15,000 or a
full-value assessmient of less than $50 mallion,

* Hawaii has complete State administration of the prop-
erty fax.

An able mesnber af the Poe Coenenlsaion of 1808, Prof.
Richard T, Ely Ed']'-nhru Haopkins University, recommended
repesl of certaln personal property taxes, mainly infangs-
Tlles, s .td-npl:mn of & State income tax  As Blair Les
ITl alserved in his study of Maryland's personal property
!u *'F.Il',- wears later, thie General Assembly adepied Dir

recommendation.” [(“Persomal Property Tasagion
%.'Iurp]nnd. in {957 Repart, Maryland Legislative Colan-
|:|l Commitiee on Taxaton amd Fiscal Blacvers, p. 101,
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The State agency has important assessment func-
tions, incheding mainly the asessing of railroad and
other pubhic wtlity up:mnng property | exclusive of
land) and the al property of corporations.
Its powers and dutics for supervision of local assess-
ing are unusually broad, making the agency’s direc-
tor the administrative head of a State-local assess-
ment system that & approaching virtually full in-
tegration. The State agency appoints the chief
adsessnss [supervisors of assessments) for all Jocal
districts, from lists recommended by local officials;
certifies all peoestors and amistant asssseors for local
appoantmient; and has the exclusive authority o res
maove the incumbents of these positions,  The State
also sets minimum salary standards for all grades of
mesessors and reimburses the local governments for
&0 percent of this cost,

State-Level Administrative Organization

For many years the State's share of pro tiax

minisiration was centered in a State Tax Com-
mission ; but in 1959 the legislature acted to separate
the administrative and appellate functions, vesting
the former in a newly created State Department of
Assessrments and Taxation and the Latter in a newly
ereated Maryland Tax Court. The department i
headed by a director who b appointed by the Gov-
BrTOr, Servss &8 4 career n-:lﬁq:r_r under the Stars's
merit system, and “shall be 5 person with executive
ability and with experience and training in the field
of taxation.” Albert W. Ward, the director, had
been secretary of the State Tax Commission from
1951,

The main function of the Department of Asses-
meents and Taxation 8 property tax administration,
although it is also the legal custodian of corporate
records and adminisiers various special taxes, The
department i organized in five sections, m-l:luu:lm%
an administeative or central services soction.
the four line sections, three are concerned with the
PIOpErty tax—a supervisory section, & tax map sece
tion, and an assesment section.  The law requires
the director, for supervisory purposes, to appeint a
chief superdsor asgessments and two assistant
State supervisors of assessments,

Local Organization and Personnel

The State’s 23 counties and the city of Baltimore,
a3 has been noted, comprise the local assessment dis-
tricts. The primary assessment of locally amessed
property is the responsibility of the supervisors of
asscesment in the counties and the Department of
Asscmments, headed by a director, m Baltimore.
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The supervisor of asesments for each county is
appointed by the State Departrment of Asscssments
and Taxation from a list of five residents submitted
by the county commissioners, the county’s Fring
board. If the department finds none of the nomi-
nees gualified, it may call for a new list. The de-

fit appoints & supervisor of assessments for

Itimore by a similar procedurs, the mayor mak-
ing the nominations? Supervisors are removable
by the department at any time for iIncompetency o
other cause.  The office of supervisor of amesss
ments i a long-established institution, though prior
to 1959 the county commissioners were legally the
assessors. A supervisor is more a State officer than
a local officer, and a 1963 act of the legislature pro-
vides that all asseszors not previously members of
either the State or any city of county pension system
shall become members of the State pension system.
In times past the gualifications of some supervisors
appear to hawe been more itical than pro-
Emim'lal, but im recent VAT al mpcwhnn ATE TE-
ported to have moved up from the ranks of asssssars.

All eounty assistant supervisers of astessment and
other members of the profesional asesing staffs
are n.rr]:n'intﬁ] |:|:|.' b county E'n-vu'.rnjﬂs bodies from
lists of applicants that have been examined, graded,
and tml?gcd by the State Department of Asses-
ments and Taxation, They hold their positions
during pood behavior, subject only to remowal by
the Btate department, after hearing, for incompe-
tency or other cause. The assewors in Baltimore
arc appointed as provided by local law, but lists of
candidates must be submitted to the State depart-
ment for ceetification. The department has a sins.
itar right of rernoval for these assewsors, subject to
their right to appeal to the city cvil service com-
ErLisEion,

State law specifies the grades of assessors, sets
minimum salary scales, and requires the State De.
partment of Assessments and Taxation to st the
number amd grade of itioms in the counties and
city afler consultatton with the chiel asessors and
Etl'.-'-él‘t‘l.-ll'l.g authorttes. The rLaml:s |:|-:|' 'Fmitil:lnsl
with their minimum qualifications, are; {1} asses-
gor’s aid; [2) asesor, at least 2 years' service as
asessor’s aid; [3) senjor assessor, at Jeast 5 years'
gerviee as assessor) (4) assistant supervisor of assess-
ments, at least 3 years’ SCTVICE a8 BENIOLP ASSESIOL
The State department may in its discretion detes-
mine equivalent educational or experience gqualif.
cations for all or part of the specfied qualibeations,

The basic annual salary scales adopted by the
legislature in 1963 give minimums, masximurns, and
annial inerements for the several classes and grades,

" In Baltimare, where the director of the Department of
Aswmsaments, rather than the superdisor, & in charge af
asarsring, the laticr serecs ag liniton bitweasn the ity aoad
Stare departments, working partbcularly in conjenctbon
with the naal properiy assessors to obtade uniformicy
in State-city standards.

BO0-GRE—0E—a

For supervisors of assessments, the scales are in eight
classes related to the size of the ascssment districes,
They range from $10,620-312 745 for the Baltimore
director, and $9,320-511,185 for the three largest
counties to §3,970-57,464 for the six smallest coun-
tiea. For assessors’ aads {internships) the range 15
54,302-34.610; for assessors, $4, 000 ; and
for senbor assessors, §3,350-$6,608. The position
of asistant supervisor i3 not set up in the smaller
counties: the scale in the other counties is
345,523-50,276.

To encourage professional self-advancement, the
legislature provides that any person holding the
designatien CAE (certified assessment evaluator) is
to be paid $500 above the establshed scale. The
State reimburses the local governments for 60 per-
cent of the salares paid in accordance witls these
scales (increased i the late 1930% from 50 per-
cent].  The counties and the city are authorized
i pay higher salaries, but the Statc makes no res
imbursement for any such payments in excess of
the seale.

State Supervision and Technical Aid

The main statutory powers and duties of the
State Department of Assessments and Taxation for
supervising local assessment include: formulation,

ication, and distribution to assessors of in-
structions and assessment standards; supervision of
supervisors of asessments and of assessments, to
insure that all taxable property is assessed, and on
a uniform basis within and among classes of prop-
erty; installation in all local offices of tax maps and
record systemns, prescription of all forms, records,
and reports, and supervision to assure their proper
wee and maintenance; enforeement of a continuous
method of asesment review by ssgessors, and or-
dering and enforcing reassessment in any county of
in Baltimare, after consultation with the county [oe
city) review and appeal agency, when a lack of
uniformity is found; and conducting biennially a
statewide assssment ratio survey,

Effective supervision is very practicable in Mary=
land, because there are only 24 local assessment
districts, the local supervisors and assessors consti-
tute a profesional stafl whose selection and tenure
are largely a res ibhility of the central agency,
and there i gmﬁn:n ration between the central
agency and the ] assessor leadership.  The
Btate department’s three supervisors, all expern-
enced assessors, are constantly m the Geld, confer-
ring with the State-appointed local supervisors,
checking the performance of the local assessors, and
aiding with special appraisal problems.  The chief
supervisor has direct supervision of the Baltimors
arca and general supervision of the other countics
and the work of the bwo amsistant state supervisors,
who cover, respectively, the East Shore and West
Shore counties.
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Providing Tax Mops

In accordance with the legislature’s requirement
in 1949 that standard tax maps be deve for
all assessment disteicts, the State Tax Commission
gel Up & tax map section to do the work,  This pro-
gram, starting in 1351, was completed over a 10-
vear period at a cost of about £1 million, all met by
the State, The tax map s=ction mointains the
TTTF for all districts, While the project was

ertaken primarily for assessment purposes, it has
proved valuable for many povernmental and pri-
vale uses,

The department, through s supervisors, pro-
motes the maintenancs of standard record syaters
But has not yvet undertaken to provide central data

ssing. A few of the large districts, including

Itimore, have their own electronic data-process-
ing equipment and a few others contract with com-
mercial processing centers. For  uniformity in
asgessingg methods, the de ent has prescribed
the use of the Boeckh appraial manual.

Continuous Meassessment

Iratead of following the more commoaon policy of
periodic reasesment, Maryland has evolved a
method of continous reasseszment. For a number
of years 4 reassessment oycle was maintained, first
with one-fifth of each district, later one-third of

each district, reassessed cach year; but smce 1953
the law has required that all assessable property
shall be thoroughly reviewed at beast once each year.
Sinee stall resources are not sufficient for a physical
reappraisal of each parcel of property annually, the
policy followed i3 to require local assessors o main-
tain a continuous check of all sales of real property,
use these data to the extent of their avB.iJabill:::.r to
indicate areas of changing value that call for
prompt reassessment, and  systernatically  inspect
every property at least once in 3 years In the
opinion of the department, cconomic and physical
changes in property in general do mot justify a
physical reappraisal or physical inspection of each
and every property every year,
Inservice Training

On-the-job professional training B encouraged by
the State department and by the automatic slary
increase for recipients of the CAE award, The
director af the departreent likes to point put thag
Maryland has a higher proportion of CAE's than
any other State—30 of its 170 assessors.  The de-
partrment carrics on informal inservice training con-
tinucusly through its supervBors of assessments and
distribution of frequent bulleting, and 15 & cosponsor
of an anfual training school for pssessors.

This school, bong established and well conducted,
is held for 1 week each vear at the University of
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Maryland, with its joint sponsors the State Depart-
ment of Assssments and Taxation, the Ma.r'}-la.ﬁd
Association of ,ﬁ.mmin_g l'.}!T:«l:rr:, the International
Associntion of Assssng CHhcers, the Marvland
State Department of Education, and the Univer-
gity, Intensive courses and seminaes are conducted
theoughaout the week by o staff of 40 or more come-
prising outstanding assessors from Maryland and
other States, members of the State department apd
the university faculty, and property tax specialists
from several large industrial and commercial firms.
Advarged, intermediate, and  basic courses are
given, the enrollment at the 17th annual schooel in
1962 having inchided 87 in senior courses, 45 in
intermediate courses, and 40 in basie courses (for
attendants at not more than 3 previous schools).
The assessment-sales ratio study conducied by the
Census Burcau in conjunction with its 1957 Censzs
of Covernments provided notable evidence that
Maryland's svetem of assessment administration was
tending to produce a better guality of assessment
than I':Eat of most States, This study, among other
things, measured the degree of uniformity of ases-
ment of nonfarm dwellings in 1,263 selected local
assessment districts in the 48 States,  While enly 20
peecent of this national sample showed a good to
high degree of assessment uniformity (coefficients
of dispersion of less than 20}, 61 percent of the
Maryland sample [which included three-fourths of
the State’s distocts)were I this classifveation®

Recent Lines of Progress

Maryland's statutory basis for the asscssment of
real and personal property B "full cash value,” but
for real propert |fn law defines this terin Lo mean
“current value less an allowance for infation, if in
fact inflation exists."® This nebulous provision
wae not inserted M the law until 1"]‘53, tat pre-
vigusly the asesmors had been following various
versions af full value, An assessment ratio study by
the State Tax Commission in 1953 disclosed that
the average level of assesment m the 24 assessment
districts ranged from 23 percent to 60 percent.

This disclosure disturbed the Legislative Coun-
eil's Committer on Tovation and Fiocal Matters,
particutarty —because school equalzation—akd —was
being based on assessed valuation as the measure af
wealth, The committee declared, im oz 1935

report:

S0 lomg ms this situation exists, our Smte edwcational
propram will wark inequitiza by favaring those jurisdic-

I8, Bureaw of the Crensas, Tareble Progesty Valuer
im the Uaited Stater (1937 Cepsup of Governments, wol.
Vi, kable 19 Ser, hiwever, the Clensus repart, Tavabde
Pm;nu.-.rrg Falwer {1962 Cennas of Governments, vel. TI,
table 19, supmesting sweme recduction in Maryland's rela-
tive position.

# Tax Laws of Masyland, art. 81, sec. 14[b}{1).
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tions which undervales their property for tax purpoie
agains: thos which assume their full responsibilities by
making fair and reasonable assessments

The committee’s warnings and recommendations
helped materially to accelerate the gradual im-
provement in assessment administration that had
been stimulated by abolishing most of the part-time
assessors in 1943 and by such subsequent measures
as providing for continuity of reassessment. There
were four alternative lines of action that might be
undertaken, the comroittee said.”

1. The State might adopt a highly centralized
system of assessing by making the assessors State
r.rnpl %, puqui.nng' them o aswess at full cash
value for State purposes, and leaving Baltirmore and
the countics free to adopt for their own purposes
whatever percentage of the Btate asscesments they
deemed advizable.

2. The State Tax CommiBson might be em-

wered to review the local assessments annuoally.
ﬁll were found to be below a fixed percentage,
say 30 percent, of full walue in any local district,
that district, if it failed to remedy the situation wpon
proper notice, would ferfeit State aid in the next
fiscal year.

3. The State might create a separate board of
equalization solely for the purpse of distrbuting
State funds,

4. The existing basic system could be retained
with an administrative change in the supervisory
methods. The State Tax Commission could dise
miss any assessor who demonstrated a “studied dis-
regard for State policy.” No new lsgislation would
be required, all that was peeded was administra-
Live action.

The committes decided that the advantages of
the existing system had not been fully explored,
and seggested, instead of a drastic change, “strong
administrative action within the present frame-
work of law in the form of expanded supervision
of local assessors by skilled supervisory personnel
under the State Tax Commission.” The commit-
tee’s report noted, however, “‘that there has been
consdent fallure to handle thi matter admin-
tratively herctolore,” expressed some fecling “that
this failure will continue,” and indicated an in-
tention to urge adoption of some other method i
there was no satisfactory improverment in the situ-
ation in the near future. The committes recom-
mended, also, that “The assessment function should
be divorced from the judicial function of review-
ing the work of the amessing amency,”

The committes stayed peraistently with the probe
lem, and in its 1937 report reiterated the stand
taken in 1935, pointed ouwt that the faiflure to

*Maryland Legislative Council, Commitice on Taxa-
tion amd Fiscal Matters, 255 report, p. 96
' [bid., pp. B6-90.

achieve interdistrict equalization caused Inequities
ather than the maldistribution of school aid, such
as the unequal impact of the State property tax
levies, and made a bold new recommendation®
Concluding that one major chstacle to more rapid
progress was the conflict of direction to the assessors
between the State Tax Commision and the county
eommissioners, the committes secommmendsd that
all supervisors and asessors be placed under State
control and be paid fully by the State. They rec-

ized that the county commisioners would still
retain final authority for ascsments as they were
by law the assessors; but doubted that they would
flout State palicy.

In 1958 the committes decided that the annual
assessment-sales ratio studies that the State Tax
Commision was using were based on a “neces-
sarily less scientific methodology™ than the com-
bined sales and allaptaisal study of 1953, and recoms
mended that the legislature request the commision
to make a survey of real property asessment ratios
in 1939 and every 3 years thereafter, “including a
eomprehensive sampling of all properties through
actual appranal in the ficld.” ®

In the meantime, the State Tax Commission had
responded promptly to the committee’s criticism
by appointing two amistant State supervisors of
aswessments, the 1957 legislature had raised the
mlary scale for asessors and climinated the last
F,;_rt.rjme AELEEEOE, and car|':,r in 1938 the State
Tax Commimsmion had undertaken to remedy the
absanee of “clear-cut policy guidance” for which
it had been criticised by imuing instructions to
all assessing officials that “in any county or city,
district, or ward, where the ratio of all asestrnents
to sales &5 less than 50 percent, there will be im-
mediately raised the presumption that the assessors
are making too great an allowanee for inflation
and abnormality,” and by preseribing other duties
and procedures, ™

Undeterred by the inereased activity of the State
Tax Commision, the 1939 legislature followed rec-
ommendations by Governor Tawes and approved a
major recrganization of assessment administration ;
namely, the steps described earlier of creating two
separate organizations to take over the administra-
tive and appellate functions af the Tax Commission
and making the county supervisors of asscssments
and the Baltimore department of assessments legally
the local assessors.  The legislature alse ordered a
thorough assessement ratio survey, this 1959 survey
disclosing that the average statewide assessment
ratio had risen to 85 percent {roon 40 percent in 1953
amd the range had narrowed to 40-64 percent,

#1957 repEore, af. 2l pp. G166
988 penoet, p. 19
W oynred in ﬁﬂ im the 1958 report of the committes;
pp. 21=26.
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1962 Asgessment Ratio Survey

In 1961 the legislature provided for periodic as-
sessment ratio surveys, to be conducted in 1962 and
at 2-year infervals thereafter,  The 1962 survey dis-
closed that the vigorous eorts of the new State de-
partment o enforee the assessment laws and to ob-
tain reasonable interdistrict uniformity of asesment
were producing good results,  The statewids aver-
age asessment ratio for real property, to which the
survey wis restricted, was showsn to be 34.7 percent,
with a relatively narrow range of 49.7-60.6 percent
for the 24 districts.?

In planning for the 1962 ratio survey, the director
of the State Department of Assesments and Taxa-
tion took advantage of the option permitted by the
legislature to set up & sUrvey commIlies COMPEising
three members of his staff and three expericnced
Incal assessors loaned by Baltimore and Harford and
g{nntgmntrj.l Counties and compensated by the

tate.

The committes based its survey on a random sam-
pling of the three broad uss classes of real prop-
ertv—residential, apricultural, and commercial-in-
dustrial, emploving both sales and appratsals, From
the records of recent sales a selection was made o
get as good representation as possible of the differ-
ent use closses in the diferent sections of each
county.  All of these sold properties were then vis-
ited anad examined in arder to exclede any sales thag
wera Aot bona hde and usﬂbl:, and almo any =les
in which the asssssment had been chamged as a2 re=
sult of the sale. The sales were then classified as
o use and subclassfied as to size or value and age.
The commities next selecied at random for field ap-
praisal tvpes and sizes of “dormant” property so that
the mt:l.rsim]:llt in each district would be "a repre-
pentative cross section of the properties within the
jurisdiction.”  The sample included 3,350 propecs
tics, with those representing sales and apprabals
abouit evenly divided.

The survey was designed for guidance in obtain-
j.l'lg il'tl:l‘a.di.'lh'ifi s wiell as Enf-:r\d:'s!:n'-ct un:i:fnn'm't].',
though litthe of the committes's report to the depart-
ment on the intradistrict stitwation was included 0
the u'hl:i.ﬂ'hnd r¢F||:||'I!- A E'nnd dﬂgﬂ:l:- of uﬁiFurrn:if:,r
was indicated, however, among the major use classes
of real pro . The statewide average ratios
were: todal, 547 percent ) residential, 54.3 percent;
agricultueal, 50.2 percent; and eomoercial-indus-
trial, 37.7 percent. Most of the individual districts
made a good showing in this respect.  Upon com-
pletion of the survey the assessing persennel of each
district in which there was an indicated need for
tmprovement were called to the dzpartmznt': nffices
for the purpose of planning a corrective program.

In its report of the 1962 survey, the department
ligted the reasoos for te bnprovement bn the acee.

U Biaie artment of Assessmencs and Taxntlon, Re-
pert, 1962 Anessment Ratior, August 1962,
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ment process in recent years, mainly those described
in the foregoing surnmary ; stated its belief that there
was room for further improvement; and recom-
mended that assessors be made fully State employees
on A merit system basis,

Marvland Tax Court

Prior to 1959 the funeiions of assessment, review-
ing aseessments, and hearing appeals from assess-
ments rested legally in the same apencies, State and

local. In 1959 the administrative and appellate
functions were separated—art the local level by mak-
ing the county supervisors of assesments legally the
assessors |in Baltimore the Department Asmrasa

ments] and at the State level, as has been noged,
by replacing the State Tax Commission with two
separate agencies, the T{Fartmgm of Assessments
and Taxation and the Maryland Tax Court. In
the counties the review and appeal agency contin-
ued to be the county commissioners ex officio, except
in Baltimore, Harford, Montgomery, and Washing-
ton Counties, where advantage had been taken of
an optional law to create an appeal tax cour.  In
Baltimore, a board of municipal and sening appeals
served in this capacity.

The Maryland Tax Court, while patterned after
the District of Columbia Tax Court and the mode]
State tax court act sporsored by the American Bar
Association, is destrnated an admeinistrative agency
for constitutzonal peasons.  The court consists of
five juﬂgEH. appointed by the Governor for owver-
lapping B-year terms, one judpe to be a resident of
Baltimore, one of the Eastern Shore, one of the
Western Shore counties, and two at-large, with no
mere than three of the same party and cach a tax-
]:I:Lﬁu:rand qualified voter of the State. At least two
judges must be members of the State bar, cne of
whom the Governor designates as chiefl judge1?
The three members of the former Tax Comenission
were designated as judges for terms corresponding
o their usexpired terms as tax commisioners

The court, & majority of the members constituting
a quorum, has its peincipal office in Baltimore, but
is directed w sit for hearings in each of the sounty
seals as necessary.  Appeals, which are initiated by
written petition, are not permitted watil the appels
lant has exhausted his local remedies,  Proceedings
before the court are de nova; the court is authorized
o adupt 1% gwn resconable rules of rn-déd.ur-e; .a.|:||:|.
it B2 oot bound by the technical rules of evidenee.
Any person may appear and act for himseli, for a
partnership of which he is & member, or for a cor-
poration of which he is an officer, and attorneys
admitted to practice before the Maryland Court of
Appeals are authorized to practice before the court.
The court “is empowered to asmess anew, classify
anew, abate, modily, change, or alter any valuation,

Tax Laws of Maryland, are, 81, sccs, 324-25].
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assessment, clasification, tax, or final order ap-
pealed from, . . . " Any party to a proceeding
may appeal from the court’s final order to the cir-
cuit court of any county, or the Baltimore City
Court, where the property involved is located.

The Tax Court is 100 new to permit an evalua-
tion of its services,  Inm its first year, 1959-60, thers
were 279 appeals; 97 asessments were affirmed, B4
were reversed involving a reduction of 3.3 million
in assessrments totaling 322 million, and 593 were
pending at the close of the year. Of the affirmed
AESERSTIENES, 31X WETE ap cd to higher courts by
taxpayers, and of the reversed asssuments five were
appealed to higher courts by the Seate department.

Recent Trends in Tax Poliey

Maryland's progress in coordinating and profes.
sionalizing its assessment administration and 10 pro=
viding more usable remedies for the taxpavers has
been cutstanding ; but the State still faces difficult
tasks in controlling what & subcommitios of the Leg=
islative Council has called its “dense jungle™ of per-
sonal property taxes and administering its new pref-
erential assessrment of farmland.

Personal Property Taxes

In postwar years Maryland has been whittling
away its tangible personal rty tax base by
piccemeal methods that apparently seek to comply
with local propesty tax policies and interests that
vary among the counties and municipalities. There
may be considerable virtue in replacing statewida
tax uniformity by a flexible and constantly chang-
ing system of exemption and classification Lu.ed Ol
leal option and harme rule; but adminstratvely the
overall effect is to complicate local assessing, State
supervision, and the distribution of equalizing State
aid based on assessed valuation, 'J.Elhl: most com=
prehensive recent study of the State’s personal
}:m:!p:rt;.r tax stuation concluded that at the very
mﬂ&;‘: wis ?ﬂd I1':|ir hcttcrbilzmrdim'riun.“

e clusses of taxable tangible personal property
have been narrowed to include mainly machinery,
equipment, furniture, fixtures, mw materials, goods
Hm&n. finished products, and stock in trade

in the performance of any business, trade, pro-
fession, or industry, and farming implements and
livestock. Thess classes, in turn, are subject to local
exemptions and classifications that vary among the
local Wmmnnhhﬂiniadﬂ‘:p:zﬁd r]-I:H:B! ar-

MeHALE sl authori al the
Irgiul‘-xnture.. others cam be put in force by the?g:rn.-.rn-
ing bodies of the several counties and municipalities,
Under the home rule amendment of 1954, cities
and towns also may amend their ewn charters for

¥ h{ardond Legislative Counell, Subsommittes on Per-
sonal Property Taxation in Maryland, “Pessons] Property
Tazation in Marpland,” 1957 Report, pp. 95-150,

purposes of local taxation, and the State tax laws
provide that any incorporated town may select as
the subjects of taxation such classes of personal
property, of land, or improvements on land [as-
sessable under the tax laws] as it may deem wise
The Smate, which continues to levy a State prop-
erty tax [or the service of debe, st the bulk of
tangible personal property,  The State Department
of Amessments and Taxation assesses the tangible
].'lE:l':.r.rn.ale of domestie and foreign m“"“.l
and the local asssssors, other tanmble personalty,
Since most of the exemptions and classifications
referred to above apply only to local taxes, the
assessed waluation of tangible personalty for State
taxation iz considerably larger than that for fecal
taxation. The local povernments assess some nng.L
ble personaley for State urposes which ﬂ‘ll:}l do not
tax themsebees. In 1961, for example, the asessed
valuations of tangible personalty were as follows

(in O00's} :
Ttem Stabe Croanty
State assemed....,..........| §1,364, 643 |  BBAS, 454
Locally asessed..........,. 232, 219 | 159, 739
]

Preferentinl Assessment of Farmland

With the rapidly growing met litan areas of
Baltimore a.n-:lpWishing!_r:m, Maryland shares the
perplexing  asessment problem common o all
meetropolitan regions of how to deal with potentially
changing land use in [ringe areas, As urban de-
velopment moves outward, the speculative interest
in the prospective uses of vacant land tends to in-
flate the price of such land to levels that are not
justified by the prevailing agricultural and other
low-intensity uses,  If the assesmor follows the cus-
tomary | mandate 1o appraiue land at its market
vitlue and at its highest and best use, he i3 under
the necessity of considering the market price and
the potential availability for development for such
land; but the combination of the asesor's compli-
ance with the law and the upward trend of Lax
rates that extends into the [ringe arcas can become
unduly burdemsome for the farmer who wishes to
continue to make a living by operating his farm.

In postwar years the market value, and the as-
sessed valwe, of fringe area farmland in Maryland
rose wery rapidly, parily because the land was be-
coming more valuable for agricultural use but als
because it was being purchased as a hedge against
inflation and for prospective suburban develop-

™ Bpecial rey taxss arc lovied on certain intangibles
(shares of mﬁ: apd othes desmestic Anancial corpoTas
tions and capital siock of foarelgn financial corporations )
at a local rate of §! per £100 valuzxtien ard the Full State
rate, This property also is assesed by the State,
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ment. In 1936 the legislature enacted a preferen-
tial assesament law to reduce the asesed valuation
and taxes on this land 8

The lxw wvided that land devoted a|:1.i1.r|:|:|.' te
farm or agricultural wse should be assessed on the
basis of such use and should not be assessed as if
subdivided or on any other basis, It was defective
in failing to define what constituted land used in
farming and was amended in 1957 to provide a few
distinguishing features and to empower the Tax
Commission to establish criteda for dentifying an
authentie farmn. The efforts of the commision left
the matter of determining use mainly with the in-
dividual assessors.

In 1960 the Maryland Court of Appeals declared
the law unconstitutional because it failed to mest
the tests of reasonablenes and pubbic purpose for
valid tax exemption, and on a rehearing held that
it violated the comsttutional requirement for uni-
form classification of land® The Iegislature

tly p d two constitutional amendments,
‘p'f?:ihpmmmfme ed in 1960, providing for wepa-
rate classiAcation of land for taxation and awthoriz-
ing preferential asessment of farmland, and alw
enacted a new law emphasizing the public purposs
of the policy (to encourage tarming in order to
maintain a readily available source of food and to
encowrage prescrvation of open spaces) and au-
thorizing the State Department of Assessments and
Taxation to establish criteria for judping what
constituted bona fide farmea.T

To determine the effecs of the law, Peter House
made a careful study of the five-county area in
which the influence of urban expansion was most
evident. He found that the effect on asessed value
per acre was negligible in the more rural portions
of the area, but that in some of the areas nearest
urban centers, assesaments were held to as litile as
ene-ffteenth of what would have been obtained if
they were based on market value as determined by

™ For & valushle analysis of this sibantion, including the
fiscal and admmbedserative elfectn of e I’s.'l.-.'J BEE %‘EIEI’
House, Prefereniial dideismant of Farmilaad /e the Rusal-
Urban Fringe of Maryland, U5 Department of Agricul-
tare, Economic Research Service, June 1961, )

™ Piafe Taxy Commirnon v, Gales, No. 61157 Atantié
Rep., 2d ser, and Srafe Tax Commirden v. Wakefiold,
Mo, 61157 Adantic Rep., 2d ser.

' Tax Laws of Marplamd, art. B1, see. 19(b].

T4

the 1959 amesment ratio study of agricultural land,
ard that the reduction in assessed value per acre
resulting from the operation of the law averaged
about g‘l- percent for the fve-county area. He
observed, also, that the loss in amsesed valuation
“may be expected 1o grow each year as long as farm
and nonfarm pressures on the market value of sub-
urban farmlamd persist.”1®

Since preferential assessment of farmland con-
[ers very substantial benefits, an accurate determi-
nation of eligibility is important, This has ;prml'ed
to be a difficult problem of assessment administra-
ticn.  In 1960 the Department of Assessments and
Taxation issucd a comprehensive list of # criteria;
but, as House says, the list itself illustrates the prob.
lem confronting the depastment. Ewven if it pro
vides detailed specifications for each criterion, the
local assessor continues to be plagued by such bor-
derline cases as tirne farms and country es-
tates. “The difficulties of defining agricultural
wse,"” House reports, “have led to widespread feel-
ing among farmers, as well a5 ameong many tax

ministrators, that the principal beneficiaries of

e law have been speculators and developers,
rather than farmers” Proponents of the law con-
tend, however, that it is seccessful in retarding the
erosion of agriculiural areas.

With s plan of preferential amessment of farm-
land, and s statutory authorization w1960 for
E-Late, oounty, and r_ir.-|.- a.cquisi.ti.mi of d:wlnpqngnt
rizhts in land for the prmmtinn of OpEn SPACEs,
Maryland is one of the relatively few States that
have taken forthright action in attempting to solve
one of the most serioua problems of metropolitan
growth., Irrespective of the relative merts of the
varying devices which thess States have adopted
and others are considering, new problems of prop-
erty tax policy and admindstratien are Involved,
partbicularly in the de re from the ordinary
concept of market value as the basis for assessment,
There is clearly a em of administrative feasi-
bility, but Maryland appears to be better nized
adminsiratively than fr.u:ul. aof the States I:::l;:;l-g?lﬁ|'|.||:I B
solutson.  In 1963 the lesislature directed its Com-
mittes on Taxation and rﬁx—al Matters to study the
criteria for assessing farmlands under the prefer-

ential assessment law.,

® House, of. ., pp. 10-13.
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Binee 1955 the Commonwealth has faken an ac-
tive robe in providing asistance to local assessing
officers and in encouraging educational activites,
Also especially notable in Massachusetts, while
much older m ongin, & the arrangement for ap-
peals from property tax asessosnla,

Staie ﬂiﬂPh} focal assersors.  Legislation enacted
ini 1933 provided for active assistance to local as-
sessing units to preduce uniform and equitable as-
sessments, and in 1936 there was created for this
purpose 2 Bureau of Local Assessment in the Lke-

ment of tions and Taxation.

Under the 1955 law any city or town may peti-
tion the State for the installation of a State ases-
ment systern, and after such imstallation, the ase
sessor of asscssors are to follow the State system
{unless the unit wotes to withdraw, as it may).
The State system, in effect, is a set of principles and
practices spported by adequate basic tools o pro-
duee a uniform, equitable tax base,

The new bureau developed several major serv-
ices, [t produced a new Assessors” Manual, revis-
'ing a.nd B;ugm:'nl:i material in earliep manual!,
and giving sugge forms, records, ete, the new
manual incorporating basic principlss and proce-
dures for practical we. The bureau sponsored an
ameszars’ school at the University of Massachusetts,
discused below, and provided evening classes for
traifing on local levels. Tt initiated publication of
a refular bulletin, developed a consulting service
to aid in vartous special problems, and provided
supervision for local assessors during revaluation
projects,

While some of thess services were developed for
reneral statewide use for any assessor (and were
used to varying extent by a number of them), the
services are now primarily for those units which
elect o come under the Btate svstern.  In such
camed the bureawe stafl surveys existing assessment
procedures and facilities and makes recornmenda-
tiord, In some cases a sales ratio study & made as
2 basis for study and recommendations. The bu-
rean an\umt proposes complete revaluation, and
where this is e, the staff supervises the revalua-
tion, whether done by local personned or private
firns, The burcau also sugpests record systems,
Maps, oF ather tools, and :.1||'.'|E|'|."l':ﬂ their prepara-
tiom and we.  In addition, the buresu wall appraise
various propertics and make recommendations to
the local assessing authority.  Finally, when the
system has been installed, the bureau provides con-
tinuous supervision and technical assistance.

To meet the cost of installing the State syatcm
and followup aid and supervision, the Btate charges
the local unit with & minimum charge based on
population and additional fees for special service

ag, for example, in revaluation. In connection
with costs, it is pertinent to note that legislation
was enacted to permit local wnits to comtract o
pay for tax maps over & 3-year period.

e Btate systemn program has had  steady
growth since 1953, By the fall of 1958, % units had
accepted the system; by September 1960, the aum-
ber was 20, and by mid-December [962, 58 mu-
nicipalities had adopted the plan. Since use of
the State system involves close and continuous su-
pervision by the experienced State staff, increasing
use of the system indicates considerable develop-
ment of uniformity.

The State Bureau of Local Assestrment, which
began with a very small staff, had a chief, pssistant
chief, six fieldmen, and a clerical staff of two at
the eloge of 1962, Qualifications for fieldmen in-
chade skill in appraisng real estate and experience
in appraising industrial and commercial properties
is reparded a5 very important.

Massachusctts has a total of 351 cittes and towns,
cach an assessing umit.  For the 39 cities the as-
sermors may be appodnted or elected and wsuall
gerve full-time. For the towns there are
of assessors, usually thres members elected for part-
time service, but a few of the towns have at least
one full-time assessor.  While the 58 units using
the State system still represent a small part of the
potential, it iz believed that these wnits, and the
State ataff, have an influence toward improved as-
sessing which i greater than their numbers would
indicate,

The pssessors” school which was initiated in 1956
it now an annual school sponsored by the Bureau
of Government Research of the University of Mas-
sachusetts in cooperation with the Department of
Corporations and Taxation and the Association of
Mamachusetts Assessors. Tt is now a 4-day schoal
covering dbcussion of basic aseesing  problems,
with demonstration appraisals of special properties,
ete.  Instructors are principally members of the
staff of the State Department of Corporations and
Taxation and assessing officials from the State.
Attendance at the school is voluntary, Proceed-
ings are published and provide a useful current
textbook.

. "The Proceedings of the Sixth Aneual Schoel {1961
|l1¢|l.|dl.':.li.n. addition & the proceedings. the text of the
decizzon in the Springfeld cas= in wﬁ?cl: "Springhickd’s
rati system for real estate and personal peoperty assess-
ments has been raled illegal by the Supreme Judicial
Court en the hasts of companion taxpayvers’ suits againeg
the city filed by Alfred W. Destlgole and Henry T, Herch-
ovitz and others" Procredenge of the Firfh Adnusal
Sehood Jor Manackusetls Asregiors, Bareau ol Gencerm-
ment Rescarch, University of Massachuasetis, Amherst,
15452, pp. 64 £.
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To keep assessors up to date on current material,
the bureau distributes a monthly bulletin.  Vartous
timely subjects are covered, including legislation,
court decisions, construction costs changes, map-
ping, revaluation programs, etc.

Assersment appeal. One of the notable features
of assesment admimstration i Massachusetis is
the provision for review by a special agency—ihe
Appellate Tax Board, usually referred to as a tax
court.?

Massachusetts had long had a special appeals
board, independent of tax administration, for cer-
tain State taxes, and in 1950, a newly created Board
of Tax Appeals was empowered to hura]mapﬁ
from assessments for property tax purposss.  Pri
to 1950, appeals from local assessments had been to
county commissioners {still one means of appeal ) or
to the superior court. Congestion of the court
docket, complicated procedures, and delays in de-
cisions led to the creation of the new board in
1930. The heavy volume of property assesarnent

ak in the early 1930's and other factors causin
m; revived dissatisfaction with the operation o
the board and resulted in creation in 1937 of the
present Appellate Tax Board.

The board has five members serving G-vear over-
lapping termns.  They are appointed by the Gover-
nor with the advice and consent of his council, with
not m-:r{l: than TII'I‘:I'W m-:mh-:;;]m htlufalth: RATILE
political party. For cases involving roperty
fax assessments, the board has concurrent ?urial:h'l;-
tion with the county commissioners; appeal from
the board is to the Supreme Judicial Court of the
Commonwealth.

In addition to the usual formal procedure bhefore
the board, arrangements may be made for informal
procedure.  The latter, developed in 1933, aids the
owner of a small property to contest his asessment
with minimum delay and expense, but he waives
the right of appeal except under certain conditions.
He may use counsel or present his own case,

*This section is based primanly en John Bane, Jr.
“4ppellate Procedures—Are State Courts Mecessa ?
The E:Fcriu'u:e of Mamachusetts,” Revemuosr Admis
tration 1950, Mational Association of Tax Adminisirs-
tars, Chicago, 1950, pp. 37 €.
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The size of the assessment involved in the appeal
determines the number of board members needed
to make & decision, Where the asesment is
£25,000 or less, one member hears the appeal and
makes the decision. For asesments of 25000 ta
£50,000, the hearng is held by one member and the
decision is made by him if the appellant agrees that
the appeal need not be refe to the full board,
For asesments of $30,000 or over, the appeal may
be heard by one or more members, but it goes io the
full board for decision.

Im his valuable discussion of the Appellate Tax
Board, at the MNational Association Tax Ad-
ministrators mesting in 1938, Mr, John Dane, Jr.,
Boston attorney and then Associate Commissioner
of Corporations and Taxation, said: ?

Desplie pome dissatslsction an the part of officials
od sone municipalities whose assessments have been re-
duced wpon litigation, it can be ca ically siated withe
ot fear of contradiction ihat the llate Tax Board
hins served and contioues 1o sTve o ]1P|:If usefal purposs
im the sconomy of the Gnrmmnutﬂ.fh. Comgestion of
crowdsd court dockets by & flood of real estate tax abate-
mant cases has been eliminased &nd the decisiors of tax
controversies have been cemtralized in & single, tax-
sophisticated body. I existence has w be a
definite ecomomic asset to the Commonwealth. . . .

Among Mr, Dane's conelugions were:

. would indicate, without
of & 1ax eourl separate and

The COLTE of events . .
gualificatian, the advizabiliy
distinet from the Suse e depariment. . . .

Such a formal tax-appellate tribanal should be entircly
outzide of the regular Seare judicial symiem.  Tax litiga-
ticn difers so radically from the _anre:rul rum of the mill
of court cases that a special expertise o b-::F;a.innd. nnlm
comCeniration on tax guestions is essengial for spesdy
eqquitable settlement of fax controverssss . .

OF courss, ne 1ax court i any swoager than the men
wha make it upe  Make vour statstary requirerments lar
memberhip as stringent as you will, a Gowernor or other
appointing :Fm:r cam;, by intention or insdvertence, make
o M it. Ome answer, of coarne, is an active and
alert tax bar who will bring the pressure of public apinicn
i bear to secure the necesary Iiiigh caliber of &% court
jisdme. The success of the Appellate Tax Beard of Mas-
packuseits hag beos des not o the seatuiory prosishans
relating to the gqualifications of it members, but rather
to the judgmemt of her Goversors and io the encrgy,
ahbility, and integrity af their appaintees,

¥ Johe Dane, Jr., af. cil, pp. 40-41.
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The organization for the asesment of property
in Michigan is unusually complicated at bath lecal
and Stare levels. The result 3 that the tasks of
interarea equalization af assessments and of super-
vision of primary assessing are more difficult than
in most States.  Cheer the past several FEALS, how=
ever, the State has been making progress along both
these lines, with a major factor the development of
special tax agencies by some counties.  To under-
stand the problems, it 5 necessary to consider the
organization at both State amd local levels!

State properly tax agencies. While Michigan
has not levied a general property tax for State pur-
poses since 1933, the State maintains a substantial
role in p ¥ tax administration through three
agencies: State Board of Equalization, which
has final authority for seiting the State equalized
valuations; the State Board of Assessors, which as-
seeses cortain utility property; and the State Tax
Commission, which has broad supervision over the
sdministration of the tax at the local level and
Bup‘pli.ﬂ the data on which I'J.'l: -ul:h:r v a.gl:-miﬂ:
make their decisons.

The Tax Commission has three members, ap-
pﬂi:‘ltl‘:‘d by the Gevernor for E-}'-::u' mrlapp-in
terrns, with not more than two to be members DE
the same political . The commissioners shall
have had at least 5 vears’ experience in the assess-
ment or appraisal of real and personal property.

Tax Commision forms the core of the two
other boards.  The Board of Equalization has seven
members, including the Tax Commission and four
others appointed by the Governor, with one each
o be experimm:l in rural property \-';1u|:5.| urbanm
propeety values, valuation of industrial and com-
mercial properties, and local government finance,
respectively.  The State Board of Assessors includes
the Governor and the three members of the Tax
Commission.  The Tax Commission is the enly one
of the three agencies which has a permanent staff
and it actually performs most of the administrative
duties at the State level. These State agencies are
now entirely separate from the State Department
of Revenue, as a law enacted in 1960 removed the
commissioner of revenue from membership on the
Tax Commission and provided for & full-time chair-

"Th_il iection an Michigan is based marily om the
ing sources: Program of Property ]E:I'.:\Hﬂ-ﬂ in Misk-

igan, an unpublished memorandum prepared by E. Shels
n Markle, Director of Field Adsabnstratson, State Tax
Commizsion ; correspondence with Mr. Markls ; and Mizk-
E\I'm Tax Stndy E:u&ul:::uﬂ:, Legislative Committer and
veiend’ Advisory ittee, Lansing, 15958, pp. 185-

man to be appointed by the Gowermor. ({From
1945 o 1960 the commissioner of revenue, ap-
pointed by the civil service commission, had been
an ex officio member of the Tax Commimion, ]

Assersing, The State Board of Assessors is re-
sponsible for assessing the operating property of
railroads, telephone and telegraph  companes,
union stations, pullman, car loaning and other rail-
road peoperties.  The basic work for these assess-
Ty TL] is&ert’wad by Tax Commuission stafl, spe-
cifically the director of amessment of centrally as-
sesmable utilities and his assistants,  ‘When the final
valuations are determined by the board, a tax is
spread at the State average tax rate and the tax roil

elivered to the commissioner of revenue [or col-
lection. Revenwes derived [rorm this wility tas,
kmown as a “specific fax,” are earmarked for the
primary school fund and distnbuted to local school
digtricets on the basiz of attendance,

A member of the commission staff, director of
asgessment of conservation departoent-owned lands,
is responsible for coordinating appraisals of some
215,000 aeres of conservation land., He seds and
distribautes the assessable value, but actual appraisal
i.1. mad-: in -t-nnp:r.‘!.ﬁm with the :Ii:r.ti.-l;ls :in'l.n:ln]vnd.

The State albo has responsibility for assessing
metallic mining property [iron and copper}, but
this is done by the State peologist, occasionally with
aid of the Tax Commission. The values are certi-
fied o the local assessor for inclusion on the assess-
ment roll, subject to the same review as other
waluations,

A sipnificant amount of miscellancous property,
especially locally assessable utility and industrial
facilities, is appraised by the State in its program of
aid to local assessors as discussed below.,  Intangible
property, it may be noted, is net invobved in the gen-
eral property tax base s it is taxed separately by the
State under ]r*;i!.]al:inn enacted in 19359,

Local assessing is the responsibility of some 1,800
local amesors—1,257 township assessors, 289 village
assessors, and 244 city or city ward assssors. For the
townships the assessor is the superviior, an elected
officer serving & 2-vear term, but the township board
may provide for appointment of ane or two depasties
to aid the supervisor in assessing and many of the

townships employ full-time assessors. Vil
lages and cities may elect or appeint their assessors
and in most of the langer units the office is appoint-
v, with varying terms,

n making his annual rell, the supervisor or
assessor “shall estimate, according to his best infor-
mation and judgment, the true cash value of eve
parcel of real property . . . [and] the truee cas

7
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value of all the persomal property of each per-
son, . . " Assemments are subject to review by
a local board, elected or ex officio in a wide variety
of combinations, and appeal is to the State Tax
Commission.

County equalization. The counties have mo
direct responsibility for assessing, but the board of
supervisors of each county is required to examine
the awessment rolls of the local units and ascertain
whether the property “has been egually and uni-
formly amessed at true cash value, I, on such ex-
amination, they shall deem such assessments to be
relatively unequal, they shall equalize the same by
adding to or Ei:h,:l:.ting fram the valuation of the
taxable property in any township, ward, or city . . .
such an amount as in their judgment will produce a
sum which represents the true cash value thereol.”
A local unit, or a board of education, aggrieved by
the county equalization, may appeal to the State
Tax Commission,

A major step toward improving this intracounty
equalization process was taken in 1956 with legisla-
tion which provided: *

hoard of supervisore af any county may, by resola-
ﬁu::h; a majoariy n:ﬁuir:l membsers :|ul.'l. i.‘:!l!lll-thIh or abaolish
& department 1@ survey nssessments amd assist the hoard
of supervisers in the matter of equalization of ARLRAENIS,
and may employ therein such echnical and clerbeal pee-
senael ns in s judpment are decmed necesary,  The
board of superdisors may, threugh such department,
farnish swimance fo bocal assessing officers in the pers
formance of any duties imposed wpen each alficers by
this act, including the development ard mamtenanes aof
accurate property deieripticns, the discovery, listing and
waluntion of properties for tax purpases, and the develop-
ment and wuse of uniform valuatios sandards and techni-
qisen for the assessment property.  Actlons heresnfore
taken by the board of supervisors of any ceunty i estob-
lishing & department and employing perionnel for the
purposes herein provided are hereby approved and
ratified.
As a result of this legislation, and the example of
Wayne County, which had ploneered with such a tax
department years carlier, these were 24 of the 83
counties which had such agencies to aid in county
equalization early in 1963, Additional ecounties
were considering plans for ereating equalization
depariments.

The scope of the work of the county equalization
departments varles widely. While the general duty
B to aid the supervisars in equalzation, this may
have very broad ramifications as indicated by the
law. Some of the smaller counties which have
adopted the plan have a staff of one; others have
geveral feldmen and office clerical help.  In some
of the counties the staf is larger, suchi as 17 in Oak-
land ﬂnunf:,r l:'w]'l'nl_'['l had a 1962 nqua.“:uad value of
about £2 Billion), and 72 in Wavne County {with
a 1962 equalized valwe of almost 39 billion],

At 50, PLA, 1956 as queted in Progrom of Property
Tawatiom in Michigan, op. gir., p. I+
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The staff of the Wayne County Bureau of Taxa-
tion &5 not only the largest, but its work i much the
most comprehensive, of the county tax apemcies
While the large cities such as Detroit and Dearborn
have their own asesing operations, most of the
amaller wnits make extensive wse of the county sery-
fces and [acilities. For such asesment units the
county prepares the assesrment roll with recom-
mended values for each real perty deseription
and delivers it to the asesor, while the assesor pre-
pares the personal property section of the asscesment
roll, A county staff member sits with the local board
of review o explain the values recommended. Some
units accept the county recommendationg, others
accept building but not land valwations, some ipnore
the county recornmendations.  In any event, the
amesment B the responability of the aseser and
the board of review; the county burean does not
substitute for a COoUnty ARESEOT, When the assess-
ment rolls have been certified by the local boards of
review, the Wavne County Burcau of Taxation
prints & tax roll and spreads the tax levies for many
of the assessment units, with reimbursement from
such units for this service to meet part of the bue-
reau’s budget,  Approximately half of the Wayne
County bureau staff works on the valuation and
mapping, while the other half works on the process-
ing of levies, e,

Mo other county does as much as Wavne in the
recommendation of assesments and billing of taxes,
Bt it iz usual for a county equaliztion department
to work with amemors on specific ]:r-n-h'll!rm_ Such
departments also make available to the assessors e-
sults of their own field appraisals, land value studies,
personal property audits, #tc,  Some county equali-
zation departments use their specialized equipment
to print assessment and tax molls for the local asses-
sors, but without entering the valuations. Some
countics which have no cgualization departmients
perform similar services, maintaining a county Ad-
dressograph department which prints rolls and clar-
ifies descriptions.

“The developrent of county departments of as-
sessment and equalation, as an agency of the
county boerd of supervisors,"” says Mr. Markle, "has
made a very sigrificant contribution toward betier
amesment and equalization.™

State aid to local asessng,  The State Tax Com-
mission duties prescribed by law include peneral
supervision over local assessing officers “'to the end
that all the properties of this State liable to assess-
ment for taxation shall be placed on the assesement
rolls and assessed ac their actual cash value™ | .
and the commission shall render such assistance and
give such npdvice and counsel to the assessing offi-
cers a8 they may deemn necessary and essential. . . .
In carrying out these functions the commission has
developed a program of aid to local assesing units,
inchuding assistance with specific appraisals, exten-
sive aid in connection with the State equalization
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discussed below, and such tools as a manual with
related materials and a varied training program.’

A beief description of the erganization of the Tax
Carmmizsion stafl helps to clarily how its supervisory
functions are carried out.  In addition to the cen-
tral stafl, which i grouped into sections specializing
in various aspects of the work, there are eight dis-
trict offices representing the commission at the local
level. One of these districts is Wayne County, the
others all include & group of counties w combine
similar property t and to simplify worklead
problems.  Each distriet has a supervisor with a
staff of from 2 to 11 appraisers.  The central staff
includes the commission secretary, who is admings-
trative head, the diregtor of field administration in
eharge of all Aeldwork, and special sections for re-
gearch and al.atiaﬁmh.!rma.llr assessable utilities, in-
dustrial appraisal, chief enginesr, conservation de-
partment-owned lands, and centrally assessabla
utilities. The entire Tax Commision stafl i3 clas-
sificd under the State civil service system, and new
employees, after meeting basic requirements, are
selected through apen competition.

©One function of the district personnel is assistance
to local assessors in specific appraisal problems and
in advice on routine operations, Many local re-
quests are for assistance in :ﬂ:pﬂi:sal of large indus-
trial properties, and for such appraisals the central
State stafl may be called on.  Similarly, the cen-
tral staff does much of the work on lecally aswessable
utilities, gas, electric light and power, waterworks,
pipelines, etc.  For such utilities the State normally,
as part of its equalization studies, appralses all the
personal property in the units being smdied. A
representative sample of the utility real property is
apﬁimﬂ aleo, with results of both made available
to local assessors,  Frequently the State appraisals
are wsed directly by the assessors, sometimes they are
adjusted, but the work of the State staff in the two
important fislds of large industrial and locally as-
sessable wtility properties contributes materially to
Interarea unifermity of such asesments.  Also there
is usually direct contact in such work between State
staff, central and district, and the staff of the county

& major mappl ject, currently an EnpoTtant
hase of State aui:tanupl'rlnmm 5!3.1::,;:1'“ undertaken
m Michkigan in the 1930Fs.  Starting in 1935 the State Tax
issiom, with the cooperation of the Resettlement
Administration and the WA, inaugarated @ Roral Props
erty Inventory Praject. Tax maps wers for ench
townanip and every parcel was coded, with a correspord-
ing 'pruf-erl:y inventory card.  The record cards were ©om-
Iﬂﬁ#d roame Freld :Irin.!.am_d incl:ged such j'!“ihdl“ _1|:_l.-.lln-
ership, property eimeription, code, typo of road, utilities
available, hp-:ld‘ing_ducripﬁun, lagd map showing Relds,
croplasd with rating, pastwree, woosls, erchard, mark,
3 v drainage, seil compaosition, and other detaibs.
Previous records showed many errors which were corrected
during the mapping process, & complete st of maps and
property carde wis [urnisked to sach township sopervizsor.
A set of cards for every rural preperty, with coded tax
maps;, was filed with the Stare Tas Comamdssicg.

erqualization departments, as well as the local
MESCEGOT.

Twn especially useful tools have been distributed
to Michigan msscssing officers over the past dee-
ade—an appraisal manual in 1956 and a eompila-
tion of property tax laws in 1954, The manual,
developed with the aid of the university, the ases.
s0Ts' association, and various other agencies, was to
fill a peed for a common book of rules and puides
to property valuation. The manual included val-
uation formulas, cost schedules, sample appraisals
for varos s af prnpt’_r[%, i.l:lun;ri:r!iﬂn of erlu.al'i-
FALION procedures, etc, e manuil was reprinted
in 1938 and there have been a number of important
supplements with special schedules, pricing guides
for various types of property, variations, and other
techmical bulleting and releases, The use of the
manual is made mand pmder a 1962 ]l‘w, 50
that, # with 1964 amesmments, all assessing
officials “shall use only the official manual or man-
uals, with their latest supplements as prepared ar
approved by the State tax commission a3 & guide in
preparing asscssments”  One interesting aspect of
this law 15 that private frms doing reappraial work
in Michigan seem to be more carelul than Formerly
that their approach to value parallels that of the
commission.

The property tax law compilation, made under
the supervision of the Auditor Gensral in coopera-
tion with the Legislative Service Bureau, includes
law, pertinent judicial rulings, and opinions of the
atwmey general. It was prepared to provide as-
sessars with a meady source for this basic materfal.
The Tax Commission Bsues bulleting keeping the
material up to date,

In addition to the bulletins supplementing the
manual and the legal eompilation, the commission
issues material on adminktrative procedures, sub-
mission of budgets, allocation of available taxes,
ete,  The staff is ales a contributing sponsor for
a less formal publication, The Michigan Assessor,
a quarterly established in Janwary 1959,

Scveral schools and related training programs
are maintained, The State Tax Commission, in
cooperation with the University of Michigan, the
Michigan Asesors’ Association, and the P'E?I:higan
Municipal League, holds an annual “Shart Course™
al the University of Michigan. This school,
which had its 16th session in 1962, is a 3-day meet-
ing planned to meet current needs. The program
covers generil subjects and demonstration apprai-
gals, and is alio used to teach new techpiques when
they are ready for statewide adoption. The pro-
ceedings are published.  An interesting feature of
this sthool is & “test™ taken on a veluntary hasis
by those who attend (but without identfication
except as to the length of their assessing experience)
a5 a means of evaluating the program, of finding
arcas meeding more emphasis, and checking the
success of the speakers in getting their material
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understood by the group, etc. A more recently
developed school is a conference held annually

at Michigan State University where special em-
hasis is given o rural problems but whers there
as abo been emphasic on the use of the manual

and other new materials.  Another school is held
each year in the Upper Peninsula to concentrate
on the problems Indigenous 1@ this area, including
mineral and timber properties.  In addition to
these three regular annual sessions, there are
many district and county conferences and training
gessions in which State staff members participate,
and some of such meetings are regarded as espe-
cially effective, bringing together relatively small

ups with common intercsts and problems

me counties hold special training schools for their
ANy pcnnnnc!."

Taz Commirsian Reweww of Appeals. The law
provides, as noted above, that the Tax Commission
shall hear appeals of taxpavers on their assessments,
of local units from values as equalized by county
boards, and of local units from the allocation of
taxes under the rate limitations, For each type of
appeal the decision of the Commission is final
Diiscussing the first type of appeal, the Tax Study
gaid, “Should the commision offer no redress the
taxpayer usually has ne further recourse, for the
courts will not ordinarily review a decision of the
commission unless there & evidence of fraud some=
where in the assessment process.™ * To secure the
information on which to base itz decisions,
appeals are investigated by the staff. Such
investigation may reguirc ONS OF MOTe appriis-
als, or even a partial equalization study. The in-
dividual appeal Joad has been unusually heavy in
recent years, increasing [rom 851 in 1958 to 1,373
2 years later, and was 1,215 in 1961, with some of
the appeals involving as many as 100 separate
AsseEIMEnts. :

Stale equaliration. A primary function of the
comunission, to which much of its work is directed,
is intercounty equalization. Tax Commission duties
specifically include: “To fumnish the State board
of equalization at cach session thereof an estimate
of the actual cash value of the taxable property of
each county in the state. . . " It is the duty of the
board “to equalize the game, . . " The Tax Com-
mission  staff  continuously  studies  the county
valuations, .

The hasic ure [or equalization studies i
an evaluation of the individual counties, with a
sampling whereby the valuation at the cost level
used throughout the State & determined for each
separate assessment unit.  Each assessment roll is
classified by standard categories and a sample

“Wwcaml County, in cooperation with Michigan State
University, has held a school 1 night & week for 16 weeks,
for b scoesing personnel,  Aweiiors Newr Latter, Folb-

rusury 1960, p 14 ;
'Tl'ir!u":u Tax Study Stall Pagerr, ap. cit., p. 211,
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chesen, Sampla properties are appraised, and ap-
praied values compared with assessments. This
i done eeparately for each class and—

After the assessed valaation for esch classification has
besn extended in the same ratio as was determined Sram
the appraisals in each sample, the tatal valuation lor the
assesiment unit is found by adding the equalized valaa-
tigng Fof all af che classificatioes, I='ILlEhis Process is repe
in each of the wnships and citles that make up the ol
county, The o] county valuation s i_n-und. E:.I adding
the equalized valuations for all of the wnits ia che cousty.
This entire process is independent froam the county equali-
zation provos®

Maintaining the completed equalization study &
efMected in considerable measure by the we of new
and loss reports.  These reports are required an-
nually from each assessing officer and include not
only the lost or new property but changes resulting
from any change in the level of assessing,

It iz pointed out by efficials that a description of
their procedure might suggest that Michigan de-
'[:H::TII:|E on :ppm'inll. ratlor ealey in EI-E'-'E']DP.'IHE
equalization data, but that this conclusion B oot
accurate.  In & normnal county evaluation there are
as many sales examined as there are appraisals, and
sales are wsed to adjust appraisal schedules, The
samples used include property recently transferred
as well as property which has not changed hands,
and many land appraisals are of the comparative
type, using current sales data,

A complete new evaluation is required by law to
be made every 5 years, but in practice this is not
achiowed, There is, however, almost continuwons
coverage in the faster growing arcas.  The method
of investigating appeals, making appraisals on re-
quest of local units, and working with county equal-
ization agencies actually produces a substantial
aamp]ing each YEAT, Such work is suppl-erman[ed
by additional studies to round out samples to the
necessary size and quality, Some of the counties,
moreover, now do their own extensive work,
haps following a 2- or 3-year cycle, and State and
county efforis are coordinated.  The overall resul:
is that some counties may be evaluated, or partly
studied, two or three times, while a slower-growing
county 1z studied anly once.

The constitution has provided that asscssments
should be on property at its cash walue. The Stade
Tax Commision docs not ssue statements as o the
level of State equalization for legal reasons, but
unofficial reports place the State equalization level
at appresamately 30 percent of current full value,
Under the new conatitution, approved by the elec-
torate in Apsil 1963, while the triee cash value of
property & (o be determined, assessments will be at
not more than 50 percent of such value (starting
in 1966}, The new constitution provides, articla
IX, section 3:

“Pmrgm of Property Toxstiom in Michigan, of. efl.,
P 22,
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The legislatare shall for the uniform general
2 walorem taxation of real and tangibl nﬂznma[ propenty
not exempt by law. The begislarure shall provide for the
dclmmniuum af true cash value of such property; th:
Eommm al 1rut cash value at which such property shal

uniform sezsed, which shall nat, after ACLATY, l.
1566, I:::l:i:rd. H.I' percent ; and for a syetem of equalization
of assessrments . . . .

The State equalized value in Michigan is of ma-
or importance as the base for fixing taxing and

rrowing power.  This use of the State figures is
under a 1954 dechion of the Michigan Supreme
Court in the Pitifeld case T and legislation of 1960,
The situation is summarized by Mr, Marckle as
Tolbonws: ®

. . the Michigan Supreme Court ruled there is 2 single
tax hase of valuc—the nEsesment & pl.l.n::d gn the roll
n.'nd approved by the local 'I:-nlhi of pevbiw and a4 eqanl-

rough the intracounty sctien af the Couney Baard
nE Bupervisers and through the intercounty action of the
Biate Ragrd of Egualization. This maling applier for
towrshipa, counties, cities, and schocls and has since been
apedled ot in iatute m the Municipal Finance Act.  This
act, As 43, PA, 1960, staees, See, 3. The term: ‘asemed
wvaluation' valuatics ) sssssed,’ walization as shown by

Y Eckood Dirtrice Ne. 9, Pirirfield Tomrship, Warktenaw
Cownty v. Warkienaw -l'.'.'clnn!_}' Ioard of Superzisorr, 341
Michigan 388 (1954]. Faor mteresting doussions of this
:a:u s Hlfﬂgﬂl Taz Study Staff Papers dg. ell,, -

337 and Robert H, P'le. o P aline
;‘ l:lf Pro l'r!:r Toar Admimiitration in diinorr ond
ipas, I.I'm'-umt!.' of Michigan, 1956, pp. 20-48,
' Leter of Feb, 8, 15463,

the last preceding tax assessment roll’ or similar berms,
used in ney statete of charer oy & hasls Tor compating
lisnieationg upon the faxing or Borrowing power of any
municepality, shall be deemed to mean the valuation as
finally determined through the proces of equalization’

The emphasis on intercounty equalization, and
the suprerme court's decisson on the wse of the State's
equalized values, have received some coticism, the
M.in:hiﬁ.:.n Tas Study Stafl Papers saying, “We feel
that the emphasis has been on the wrong end of
the property tax administration process. . . . The
present State equalization system cannot remedy
the defects in the individual taxpayers assess.
ments"” *  The Tax Commission, however, appar-
ently believes that a gradual improvement toward
the goal of unifermity is being effected at all levels,
daying: 2

The facts are these:

1, The infermation upen which the State Board of
Equoalization acts |3 corstantly fmpreving, but it &5 oot
yet as up o date as b pequired by the Michigan Consti-
tutioa.

. The counties do a better job every year of intra-
county squalization, but most couactiss could sl be im-
proecgel comsicleralily,

1. Some ssessorn do opovery goosd job of assessing, bt
medat nasessass have ope or mare types of property which
are mot uniformly asse

* Staff Papers, sp. cit., p. 240,
" Program of Properly Taration, op. oft,, p. 16,
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Minnesota’s property tax &5 distinguished by its
complicated classified svstem, by the very large
number of asessing districts, and by the State’s
continuing concern with improving the base as well
as the administration of the tax, This concern,
evidenced by funwnr:!-]lm]-::ing recommendations of
stedy groups and official agencies, has resulted in
same progress since World War 11, but most of the
recommendations still await favorable legislative
action.?

Tax base. Marerdally affecting property tax ad-
ministration in Minnesota are several distinetive
aspects of the tax bass, especially the clasafied sys.
tem, the method of taxing railroad and some ather
public wtilities and provision for certain exemp-
tions,

The most recent action in this Aeld involved ex-
emptions. Prior to 1959 there was in effect an ex-
emplion of personal Emperq.l of every householder
up to 400 of full and tree value.  ITn 1959 the legs
islature remewved all household goods from the v:E]
wation to ke uzed for the statewide tax |r1.r'|.- and
authorized the elimination of sech property for
local levies at the option of the counties, In 1960
the Department of Taxation reported that 19
counties (of a todal of B7) had already repealed
the local levy on houschold poods, and in 1962 there
were 20 counties which had done so,

Two other especially sipnificant types of prop-
erty are excluded [rorm the tax base, Intangibles
have mot been subject to property taxation since
1945 when 3 low rate maoTey and credit tax was
removed (after suspension 2 years earlier),  Home-
stead property b5 exempt from the regular Seate-
L] property tax {a small fraction of the total
levy) on up to 54,000 of full and true value.

nder Minnesota's property tax system all tax-
able property is divided into classes (4 when the
classification systern was started in 1913, and 15
carly in 1963). Property is valued by the assesioes
at "full and true value,” which in practice i= a
fraceron of current market value,  *Assessed valus®
is determined by applving to the “Tull and true
value™ the various clasification percentages foed
by statute. The classification percentages range
fromm 5 to 50 {for electric distnbution ines for mle
of electricity to farmers and for iron ore, respece

*Winjoe sources of information for the material fol-
lowing are: Minnessle Depariment of Tazalion, Repart
to the Gorerner amd fhe Lepintatwre for the 2Tth Bies-
nium, 1959-60; corresponcdence with State Tax Coen-
mission=r Rolland F. Hatheld; and Seporr of ike Gope
arnor'y Minnaiota Taex Study Commetter, 15586,

g2

tively] and include, for example, 3 percent for
the frst 84,000 of full and true value for rural
homesteads, 35 percent for the first $4,000 of full
and true value of urban homesteads, 3314 percent
for nonhomestead property rural in character, and
H) percent for wrban real estate, including wrban
homestead valuation, in excess of $4,000.

Certain major wtilities are taxed on gross earn-
inps, with the tax regarded a: a property tax and
the earnings the measure by which the tax is de=
termined.  Railroad companies, telephone, tele-
graph, freight line, sleeping car, and express com-
panzes are in this group. nﬁmmrr railroad prop-
erty used for nenrailroad purposes 1s subject to the
regular ad valorem property tax, and while the
gress carnings tax applied to other public service
corporations is in licu of property taxes, it does not
cxempt them from regular ad valorem taxes on
property owned and not vsed in their upl:rnl;i.qm:.
The gross earnings tax is a State tax, kevied and col-
lected by the State.  Other utility property is taxed
on an ad valorern basis, with :mm.u'ng rﬁpﬂnsi;hi_'l-
ity part State and part local as noted belosw.

Orpanization fer areesnmg.  In 1947 Minnesota
made the Arst signifcant change in assessment pro-
cedure aince the State was admitted to the Union
in 18422 Prior to 1347 amesing was the function
of sorme 2700 local assessors, one clected in each
city, villame, and township, The 1947 law pro-
vided that each county should have an assessing
officer, but did not abolish the local offices.  Under
the new law the county commisioners were to ap-
point either & county assessor or a4 county sUpeTvisor
of assessments, the choice as to which being left to
the eounties. By 195, 43 counties had :1.|:|n:|'.|t|_-|:|
the county assessor plan and by the close of 1962
the number had increased to 538, keaving 29 countics
with mpt-nlisnn: of amessments.  Under tha ‘-"-"“m?'
assessor plan the county assessar has the responsi-
bility of making the artual assessments with the
adsistance or adviee of the local assessors.  Ulnder
the supervisor system local officials make the assess-
ment with the aid and guidance of the supervisor,
There are still about E?E[IJ assesmors, O this tnl:aL
115 are full-time officials.

The chicf county assessing officer—assessor or
superyisor—iE appeinted subject to confirmation Ty
the Stnie Commisstoner of Taxatiom. The law
provides that the appointes be a resident of the

VEmENE in Assez.
icy, Tax Institute,

V3, Haoward Spasth, “Recent T
ing Procedure in Minsesoen,” Tax
Ine,, 1930, p. 14



MINHESQTA

State and be selected because of knowledge and
training in the ficld of property mxation. State
participation usually consists of helping the county
board to review applications, which are submitted
on a form provided by the State, and, il requested,
gsitting i on oral examinavons. The county as-
gessing officers are appointed for 4.year terms and
rﬂa.Fpo'intmr.-nl; is customary. The Minnesota As-
socation of Assessing Officers and the League of
Minnesota Municipalities hawve both been com-
cerned with possible recommendations to be made
to the lemislature on establishment of minimuwm
qualifications, certification by the State of compe-
tent assessors, and abolition of residence require-
ments.

In 19533 the legislature enacted measures designed
io teduce the number of part-time assessors and
srall assessing districts. o authorized two or more
units to join to employ an assessor and permitted
local units o wse assessments made by the county
assessing officers.  Thus far no units have taken
advantage of the joint-hiring provision, but in four
coumnties some local units have contracted for assess-
ment services to be performed by the county offices.

Administration of the property tax at the State
level s one of the functions of the State Diepartment
of Taxation which also administers most major
Btate taxes. The head of the department, the
eonmisioner, has cortain specific property  tax
functions, and the department has a P v Tax
Division to handle most of the State property tax
work, This divizion, which had a m.ﬂF:In 14 at the
close of 1962, has 2 sections, | doing industrial and
'plll:l[it utiiltr valuationg and 1 section of a'ppraijcn.
available for aid to local units, The depariment
has a Research and Planning Mvision which does
some property tax work, including the important,
regular assessment ratio study,

Utility property subject 1o the regular ad valo-
rem taxes, as already noted, s asiessed in part
the State and in part by lecal units. The Stats

isstonerof -“Faxation i responsible for per=
gonal property of electric rural transmission and
distribution lines, tranamision lines of CoGPEFALive
electric associations, pipelines and attached equip-
ment, and flight property of commercial airline
companies,  The situation as to other utility prop-
erty and the imporfant iron ore was described in
1936, as lollows; *

Dther uiility property mhljm 10 ad valorem tasation i
ariginally assessed by the loeal sasewsor.  However, bes
cauze of the dificulty of valuing this 1ype af propecty moat
lecal amsesmars make no efforl w0 assess wlity prope
aocurately. “The Tax Commimioner malsteing & contral-
ized syseem of utility walustion and makes wide wse af his
Power ta '-'l'lﬂl'lﬂ'l::: utility asermanents as Commisssonsr oF
while sitting as the Scate Bowrd of Equalization.

Legally iron ore is ossessed by the local assessor and
then reviewsd by the local hoard of seview and the COUnTY

.I fleport of the Gorernar's Mignerala Tar Eiudy Cone-
metae, 3t Paul, 1956, p. 158,

and State boards of equalization. Tn actual practice, haw.
gver, iron are valeations are made by the mining division
of the Department of Taxatm,

Educational and other aids to asesors, Min-
nesota considers its educational program for asses-
soss a3 one of the most im nt functions of the
Property Tax Division, e division conducts an
annual school for county assessing officials and
county or regional achools for | assessord with
attendance required.  An annual schoal held at the
university has become a graded course, with exami-
nations, and special certificates awarded to those
who pass the 3 years' school. There is also an
advanced seminar at the university limited to 30
students enrolling for an intensive l-week course
covering four subjects. The University Institute of
Apgriculture initiated in 1962 five l-'-r:u;u.‘-:rm.l 2-day
courses for amessors, 1o 1961 the Minnesota As.
sociation of Local Amessors (ene of the two ases-
sors’ organizations in the State) and the university
developed a series of three comespondence courses
for assessors.

The Department of Taxation began in 1960 the
distribution of a moathly bulletin on the property
tax to keep aswessors informed of court dprcisimn.
department rulings and directives, and other techni-
eal and practical material. This bulletin is planned
primarily for full-time assessors.

The State alwo supplics detailed assesment in-
struction  through a manual, wwually revised
biennially, and lists of suggested values for items of
personal property. It prescribes forms for real and
personal property assessng, including real estate
field cards, personal property lists, inventory formas,
Bl

In addition, State staff members are available o
work with county and local assessors in appraisal of
industrial, farm, and other special properties. At
the close of 1962 five trained appraisers constituted
the staff for this service—not quite enowgh to keep
current with the requests for assistance.

Ratio rtudies, —Sales ratio studies were initiated
in the early 1950 by the Equalization Aid Review
Committes to provide it with data necessary for the
proper distribution af that part of State school aid
which was dq:;gnu!ud for :qua.]imtiun. The first
Tatio ::I.'u:[‘:.r, pr ared for the Committes by the Stata
Department of Taxation, was issued in 1955 and the
studics have been made regularly since then, At the
present time the ratio studies are directed by the
Tax Department’s Rescarch and Planning Division,
which has been strengthened for this purpese by the
addition of a full-time mpenr.iw. hile Fr'lmil.ri!':,r
a sales ratio study, sales data are supplemented by
appraisals made by the fGeld staff of the equaliza-
tionn aid review scction with advice from the
apecialists in the Property Tax Division.

The ratic study data formerly wers published
summary form m the Department of Taxation
biennial report.  The 1960 report gives the property

a3
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ageeszment ratios for ench eounty, by clasifcation,
based on true and full value of property as de.
termined in the 1938 assesments of real property.
The statewide ratio, and the range for the BY
counties in parentheses, for each class, were as fol-
lows: Total ratio, 34.2 (19.8-45.7); Residential,
209 (15.9-36.5); Commereial 38.1 {19.8-42.7) ;
Tndustrial, 958 (0.1-43.9): Public Utility, state-
wide ratio not published (39.7-43.7) ; Lakeshore,
17.0 {9.2-344) ; Farm, 36.5 {12.5-57.0),

The primary use of the ratio studies 15 still in con-
nection with distribution of part of the State school
atd, but they are used also as guides in the equaliza-
tinn work of the State.  In this latter wse they are
indirectly & factor toward equalizing the mpact
of the State tax levy,

Taz Study Report of 1956, The report of the
Governors Minnessta Tax Study Commiter, pre-
sented at the close of 1956, made important prop-
erty tax recommendations.  While mogt of the ree-
ommendations have not yet received favorable [ep-
islative action, they point toward possible improve-
ments for BMinnesota—and many other States,
Some of the recommendations are noted boiefly
below.*

As o the persomal property tax the committse
recommended that household goods be eliminated
from the tax base {reducing the classification rate
from 25 percent to zere] and that the classification
rates for manufacturers’ inventories and farm in-
ventories amd livestock be reduced from 33445 and
10-20, respectively, to zero | that the rates for whole-
sale and retail inventories be redoced from 3314 o
20 percent; and that other class rates not be
changed. It proposed that debe and other mits be
adjusted to compensate for Joss of taxable walues
and suggested revenue replacements,  Under 1959
legislation a start has been made toward climina-
tion of howsehold poods, as noted above in the sec-
tion on “Tax Base,” as this class of property is now
exempt from State property taxes and from taxes in
20 counties,

The committes recommended a county assessor
systemn with city assessors if desired in cities over, say,
20,000 population, with all asseswors and staffs to
be appointed by local authortties from a statewide
Iist of qualified persons established by the State De-
partment of Taxation; that with the appointment
of qualified assessors om a merit bask, authority be
given county asiessors to inspect the property rec-
ords of taxpayers; that the State Department of
Taxation be given primary responsibility for assess-
ing complex and difficult types of property; that
the authority of the commisioner of taxation o in-
spect the books of taxpayers and the authority of
tocal assessors w refer business inventory problems 1o
the commisioner for his recommendation be con-
firmeed ; that the stafl of the Btate department be

* Report of the Governort Mmumerots Tor Siedy Come-
midiee, o, it P 572-577.
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intreased and strengthened to carry out the added
responsihilinies,

In the feld of review and equalization, the com-
mittee recommended : that provision be made Toe
effective equalization, intercounty and as berwesn
bocally assessed and State assessod property; that
until all property is assessed at current market value,
the asessor be required (o pest a public notice stat-
ing the pereentage of current market value at which
he i3 assessing each class; that provision be made for
fast, easy, and economical redress at adminstrative
levels and for final judicial review if a txpayer can
show he s overassesed relative o the tedd ratio
or to the general assessment level in his district ; that
the ratio studies be continued and adequately sup-
ported by appropriation; that the State tax levy be
spread on the basis of the egualized values as estab-
lished with the aid of ratdo soodies; ot with doe
regard for special problems of iron ore or other
State assecsed property.  In s consideratbon of ap-
peals, the commities report naoted: ®

The relatively few appeals from amessments that are
taken, despite the poor quality of assessment, indicate that
Eaxpayers either do not realize how unfair the assessment
is or that they becl that aprﬂ.] will dao little E:qxld. Rt

One of the most essential requirements for improvement
in the Minnesota property taw is the inroductson of &
simple, inexpersive mears of providing redsess 1o the ax-
paver whose property (s relatively overnssessed . Insispence
upon the use el currend markel valee g0 the basie valuation
critering and requiring the aiscasor 0 ol an ssstEsment
rafed, as im Oregen, together with a provisson requiring
the taxpaver B0 demonsirate only that he property 1@ val-
et at a level higher than the established eriterion, should
accomplish this chjeciive,

The committes alwo recommended that assess-
ments be put on a current macket valee basis and
kept there, It recommended that a complete re-
appraisal of all property subject to taxation be
made on the basis of 100 pereent of current market
value, With such reappraisal made over a period
of about & years, the new assessments would go into
eflect the seventh year and thereafter all property
tax lovies should be spread on the asscssment base
established by the 100 percent of market value de-
termination. When the chanpe 1= made, limita-
tons on tax levies and debe should be adjusted
appropriately, In summarizing reasons for these
recommendations on current market value aseess-
ment, the committes said: ®
“;Tb:mmplf:ul‘: S?Ettm.&:riafﬁhcmr ;:.me?ﬁn:
tax base for supporting local government funciivns. The
failure to maintain an accurate and eguitable amcasment
of properny strikes at the loundations of lecal goverament,
and shiould be correcied [ar this, & {or oo ofber FeRsoa.

Covernor's Property Tax Administration Com-
wattee, Im 1962 Governor Andersen and Cormm-
sioner of Taxation Hatfield developed a plan for

* Ihid., p. 304.
* Ibid., p. 577,
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a special monpartisan committes to consider ad-
ministration of the property tax. The committes,
which included representatives of the legislature
and wvarious interested anmzaumu, subrnitted iLs
report in Janu.u-r 1965, The comemittes made
some: specilic recommendations; 1 albo reported
some points on which it rul:h:l:l agreement or
decisions, but without making recommendatons.
The recommendations included: adoption of an
average monthly inventory systemn of assessing per-
sonal property; a change in assessment date to
allow more time for assessors and other officials
to do the work reguired in making the assessment;
provision for fxing tax situs of personal property
in the district where located; requirement that all
taxpayers file personal pro tax returms by a
specified date with penalty for failure to file; reg-
istration of boats and motors, with taxaton at the
same rate as mobile homes; appointment of a Leg-
idative Interim Committes to study the problem
of exemptions from real estate taxes; and several
technical changes.

O the subject of assessment levels, the commit-
ter noted the statutory rmm:-mum that property
be valued at its market value and the practice of
valuing property at a fraction of market value.

* Raporl @ the Gooermor's Property Tas Admininre-
Hon Commitiee, 15962, S Paul, 1963,

The inegualitics in asessment levels, both inter-
area and interclass, were considered,  “There was
general endorsement of the importance of increas-
ing asesment bevels to full market value. It was
alo agreed that legislative endorsement of a pro-
gressive increase to the assessment level would be
helpful and desirable.” ®

The commitiee considered the importance of
having qualified asessors and agreed that all as-
BCER0CS Id be appointed rather than elected.
They agreed that in the case of township assessors,
such appointment should be by the town boards,
with the assessor not necessarily a resident of the
township he is to assess, and with elimination of
the Bl-day period of assessment. As to county as-
sesaing officers, the committes agreed that every
effort should be made to obain qualifed and ex-
pericnced officers.  They resolved that a bill should
be introduced to appoint a board, consisting of the
Commissioner of Taxation and representatives of
the Minnssota Association of Asesing Officers and
of the County Auditors, County Attorneys', and
County Commissioners’ Associations, to recommend
minimurn standards for county assessing officers
and to establish a list of eligible and qualified appli-
cants, but without requiring selection from the list,

fibid, b
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Mississippi made a notable change in its consti-
tution affecting property tax laws in 1960 when it
amended its constitution so as to ch the basis
of aseessment.  Prior o 1960 the consttution had
provided for asssssments according to true valuwe.
As amended, the constitution, section 112, provides
“Property shall be assessed for taxes under general
laws, and by uniform mules, in proportion to its
value” This amendment was described as an
attempt “to legalize existing practice™ 2

The same section of the constitution was amend-
ed in 1038 so0 as to permit a special mode of asses-
ment for faxi of motor vehicles, and in 19548,
following this amendment, the legislature enacted
2 motor vehicle asesment law requiring the State
Tax Commission to prepare a detailed scheduls of
meotor vehicle values for distribution to county as-
sessors,  This uniform schedule i3 1o be used by
all counties,

MAssessing I8 a joint function of State and Joeal
agencies,  The primary local assessing official &
the county assessor, with the county board of su-
pervisors having authority to equalize assessments,
including the power to change individual asses-
ments. The municipalitics also have assessors and
they may copy the county roll or do their own as-
sessing; of they do their own, the municipal pos-
erning body has equalizing powers. A pecent Tax
Commission report noted “Municipal . . . Prop-
erty is assessed at an average of 31 percent higher
on the municipal rolls than the same property is
assessed for on the county rolls,™ 2

The State Tax Commission assesses public ufil-
ity property and has general supervision of local

! Edward H. Hobbs and Donald 5. \’a.ughau. " Comsti-
tuticnal Amendmreents in Misissippd,” Natiomal Civie fe-
pigm, Feheu 1961, p. 95.

' Properiy Asseirmants and Ad Falerem Taves, Missts-
sippt State Tax Commilslon Seevice Balletin No. 61 AD
z=nd HE, 1961, p. 23,
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asmessing.  This includes the power te eqgualize
among countics by classes of property, bat the come
mission may not change an individual assessment.
The commission daid in 1961: ¥

Equalization af individual asssssments is 2 never-endi
task, The T = |

k ax Commission constantly sorks fows
equalization through seggestions, to the reipaaibde county
officials, and by a continusows study of assesments of public
utilitEes.
The State Tax Commission has three members,
with one desirnated as ad valorem commissionet.
A homestead exemption plan provides exemption
to §5,000 of assessed valuation from taxes for State
purposes and certain Jocal purposes, including mu-
nicipal separate school districts. The los of reves
nue to the local units s eimbursed to them from
State revenues. A division working under the Tax
Commission administers the homestead exemption
law, assisting assessors in handling applications,
checking applications, the homestead assessments,
and the money paid by the State in reimbursement,
In 1938, the frst of homestend exemption, the
county eligible homes numbered 146834, in 1961
the number was 306,244, Reimbursements in 1938
totaled $2.877,154, and in 1961, $1L642844, A
breakdown of the tax less claimed for 1960 shows
63 percent for school, and 33 percent for county,
purposcs.  General municipal taxes are not subject
to the homestead exemption, The cormmisson re-
ports that in the 23 years of homestead exemption,
through September 30, 1961, the State had made
total reimburserments of 3152 million and had
waived State property taxes of 316 million. One
gtep toward limiting the exemption—and reim-
bursement=was taken in 1952 when it was pro=
vided that the ratio of homestead-exempt property
to nonexempt real property could not be increased
abawve the 1950 level.

" Ibed.; p. 3
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Property tax administration in Missouri is under
the general supervision of the State Tax Commis-
giom,  This commission—thres members appointed
by the Governor for B-year, staggered terms—is
lepally within the State Department of Revenue,
but the director of revenue has no supervision, au-
thority, or control over the actions of the commis-
gion as relate o its dutics preseribed by law, The
Tax Commision has primary responsibility for as-
sessment of utility property as well as for supervi-
sion of Jocal asessing of other tangible property,
It also serves as a State & | board for property
and certain other taxes. Since the adoption of the

t constitution in 1943, property is clasified
or tax purposss as real, tangible personal, and in-
tangible, Keal and tangible 1 are taxed ad
valorem; intangibles are taxed on the basis of in
come and administered separately by the Depart.
ment of Hevenue, There is a small Seate ad
valorem tax on real and angible personal 3

Lical ﬂﬂ!ﬂin%‘:h principally the function of the
county assessor, but 24 of the 113 counties use a
township assessor systern.  Under the township sys-
term, which became optional with the counties after
adoption of the 1875 constitution, the township
clerk is ex officio assessor,  Assemsors, both county
and township, are eclected officials, except for
8t. Louis County and the City of St Louis (the
latter is separate from the county], where assessors
are appointed,

Superrinon and arfsfance.  The Beate Tax Com-
mission has general supervision over all the assess-
ing officers of the State and over county boards of
equalization and appeal in the performance of their
duties under all laws concerning the general prop-
erty tax. Superv and assistance activities in-
clude at least one visit each year to each county by
a mamber of the Commision or an authorized rep-
resentative to inquire into the methods of asems
ment and taxation and ascertain whether officers
are faithfully discharging their duties, development
of assessment blanks which assessors are required to
use [the blanks distmbuted to assessors by county
clerks at the expense of the county), publication in
1857 of an assesor's |.'|:|=||1.:.|'.:|.|J assiBtance in mak'mg
asseszments, annual assessors’ mectings, and the col-
lection of information pertinent to assessment prob-
lems,

In its assistance on asessing, the commission staff
has made appraizals and determined valuations on
properties which, because of their size, intercounty
operations, or technical pature, presented problems

beyond the administrative facilities of the local offi-
cials, and it gives sssistance in valuing all types
and kinds of special propertiea, Such aid in assess-
ing i advisory and is given without charge to the
local unit. About four field agents are available
for such part-time advice and assistance. In its
1560 report, the commission noted that its assistance
in assessing was increasing and said, “The beneheial
results derived from this practice of lending our
pesistance are manifold. The local official ap-
proaches his labors with inereased confidence, better
valuations and equalizations result, and the meoral
cffect is such that resistance to the local assessor
is greatly reduced.”* The commision alo said,
“Our local assessors are in urgent need of more
substantial assistance from the State, . . ™*

The commission holds anmual meetings with the
atgessors. A meeting at Jefferson City 15 held for
all county assessors and county clerks, and meetings
are scheduled at county seats for township assessors,
Asmesare receive a per diem payment amd reims
bursement for transportation costs when they atend
such meetings.

Two countics have recently had complets ap-
praisals, using outside consultants.  The State had
no part in directing or supervising these projects

Equalization. In the mid-1950s the Tax Com-
mission decided to improve equalization among the
counties and after some research it “adopted & pol-
iey of not accepting an aggregate assessment from
a eounty of less than 30 percent of market value, the
30 percent being a fioor only.”

.+ . the Seate Tax Commission in 1955 isswed, for the
first time in many peach, equalization orders of any conse-
uence, resalting in an increased valwston w the Sate of

1,061 OO, DO

These orders were fssuwed to 36 countics scattened
throughout the State, all of which showed an sscsment
of 20 percent or Tess of market valoe.  And in 1956 orders
were isnued to the remaining 61 coonties all below the 3
percent average. In some cases the increase was 100
percent.  Ome county refused to l:l:l:ITI.E with the comes
missbon's order; therefore, a suit was filed in the Supreme
Court of Missouri, which resulted in the court crdering
the county to comply with the order @ssued. This last
aciion broughi all counties in the Stafe fo a minimem of

30 percant of market valee, or an average for the State af
appreximately 33 pereent -:.II! market valan,*

Y I5th Annual Report of the Froceedings and Decinions
af the Missorrs Stale Tax Commirmon, for the year ending
Dec, 30, 1560, p. 17.

frbid, p. 16,

! [ames M, Rehertion, “Property Tax Equalization Pro-

m in Misscurd,'" Proceedings of the Netiomal Tax As-
sociafion af Calumius, Ohio, 15957, 1958, p. 166,
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The commission plan was to concentrate on a
limited Aumber of cnuntiu I:['u: first LT in 4;|n;||::|'
to permit ample time for the members to visit each
county and to explain statutes and procedures,
Emphasis was placed on the [act that the assessed
waluation is not the controlling factor in the amount
of taxes to be paid on a given property and that the
Tax Commision has no jurisdiction over the unit
making the tax levies® It was alss pointed out
that intracounty equalization was a function of the
county board of equabiztion, not of the Tax Com-
mission [except as the later might be imvolved
through appeals). During this program the come-
missbon secured excellent cooperation from impor-
tant newspapers.

Since 1936 the commission has endeavered to
maintain the level of asscssment at 30 percent, but
with bess drastic action than in the 1955 and 1956
period. Howewver, in 1962 there were 16 orders di-
recling per centum increases in realty assessrnents.

'Le%i:l:.til:m enacted in 1955 required that when the
assessed valuntion within a county was increased by 10
percent of mare over the prior year's valuation the tx
rote must be reduced 30 as o peoduce ihe same aeoant
af revenue & was produced under the old assessmsents ard
FALE, Er:h_:m! duiricns, bowever, were permitted 10 uie &
rate sufficient to praduce the same amount &8 previeuly
Pl an ameunt sufficient te offset any redactien in school
#id resulting from the incressed valuation, [ Equeliration

rograms and Ofker Siate Supersasory Activdiies in the
Property Tax Field; Federation of Tax Administrators,
1957, po 4.

A constant check on the level of asscssment ds
made through field contacts and real estate sales
ratio studies. Assessors are reguired to report
regularly o the Tax Commission on sales of real
propeety and related asesed valuations, and the
data are under continuwous scrutiny by the comms-
sion staff, The Tax Commission does not publish
rn.'ulu. nf :il.s DWW r.:l:iu- :.'tu:lin,_ I:H.tl: its Em:]in ArE
reporied 1o check rather closely with those EIZW:J*
oped by the Missouri-Arkansas Utilities Associa-
tion and temdered to the commission. This
privately made real estate sales ratio study, the most
recent one bBased om 1960 mles and 1961 assess-
ments, and covering over 19,000 sales in the 115
counties, found county averages ranging from 18.50
to 40,08, but with most counties between 24 and 33
percent, and a statewide average of 28.86 percent.

Tax Commiition recommendations. Recom-
mendations made by the Tax Commssion n s
recent reporis indicate that this State agency has
several basic suggestions for strengthening perty
tax adminstration.  Such mummr:bdzhE:l's in=
clude: provide aid to assessors in third- and fourth-
class counties for reappraising real  property;
requine warchouses to report owners of stored mer-
chandise ; reguire that the Tax Commission equalize
valuations among townships in counties using town-
ship assessing organization; allow the Commission
to issue procedural rules and ser mnﬁ standards;
provide revenue stamps to be placed on deeds before
recording.



MONTANA

Montana is one of the States which makes rela-
L‘i\u'l:'J:r' substantial wse of the property tax for Stale
purposes—in this case principally for the university,
It is abko one of the States which has a rather
complicated form of property tax as it wes g classi-
fed eyeterm.

Classification. Under legislation enacted in
1919, ali property is divided into classes, with each
clas to be taxed on a specihed percentage of its full
and true value. There are now six classes of prop-
erty, with the taxable percentages ranging from 7
to 100 percent. Major com nts of the clases
include: (1) Met proceeds of mines, taxed at 100
percent; (2) houwsehold goods and furniture, wear-
ing apparel, agricultural and other tools and
tachinery, autornobiles, watercrafr, ete, 20 per-
cent: (3] livestock, poultey, stocks of merchandise,
and furmiture and hixtures uwsed therewith, office or
hotel Turniture, 3314 percent; (4] land, town and
city bots, improvements, manufacturing and mining
machinery, except as included in class 5, M) pereent;
{3} moneys-and - credits_except-moneyed capital
emploved in the banking business, poles, lines, etc.,
wsed by rural electric and telephone cooperatives,
unprocessed agriculiural products except livestock
and poultry, 7 percent; (6] now none; and (7}
all property not in preceding clases, 40 percent.

The wotal taxable value in Montana io 1960 was
Al ﬂﬂl nt af t]'!E .:L'I.E.ﬂ!ﬂd \ra]u-:-—but 't]'u:
assemied value did not represent the full value which
is the theoretical basis for the clasification. A
recent islative Council study, a5 poted below,
suggests the need of & careful review of the classi-
fied tax system in Montana.

Bogrd of Equalization. The Montana constitu=
tion provides for a State Board of Equalization of
thyee members appointed the Governor for B-
vear terms.  This board is chief tax apency of
the State and is responsible for the administration
of all State tax baws. With respect to the property
tax, the board assesses intercounty property such as
utilities and the net proceeds of mines, has broad
swupervisory powers over local asessing, and has
specific  equalization duties prescribed by the
constitution.

The property assessed by the Siate accounts for a
notable part of the total.  Im 1960 the taxable values
of wtility lines [allocations) and of net ds of
mines amounted to 24 pereent of the toal taxable
vahies," The board suggested in 1958 that the

I%h Biemniad Repord of the Montama Sietr Board of
Egqualization, 1960, p. 101,

assessment of large units of industrial property “a
E:ci:-l:m for local assessors for some time” also might

handled by the State, and the assessments re-
turned to the local assessors,

For all property other than that assessed by the
Board of unlization, primary responsibility for
assessment rests with the 36 county assessors.  The
county asscssor, an office provided for in the con-
stitution, is clected for a 4-year term. The salary
waries with the population and taxable value of the
county, and in 960 salaries of county assessors
ranged (rom $3,896 to $6,680, with a travel allow-
ance up o 5300 for actual and necessary traveling
EXpemses,*
The scope of the Btate board's supenision and
mesistance to local assessors may be summarized by
what was said by the Legislative Counctl in its 1960
report on Property Taxation in Monlana: ?

The State board bag very broad supervisery powers over
ammsasnre and eounty baards of equalization. .

With such broad powers, the degree of superdision exers
cised is hound io be a function EE' the hoard's imitiative,
The beard bas not ssued any body of reles and regulations
o guide the work of nssessors and county boards of equal-
Barion, It dosa confer with the cownry boards and gives
pomng aid b assessers,  The board's ssnistance to assemsars
58 pt an argansecd program. 10 amounts o oa matter of
respending 1o requests by assesons for help.  State board
members apd their stall answer numerous phone calls and
letbers from assemars with problems. It alse employs
three heldmen For thiz purpose. Im additson ibe board
holds am anmual mﬁl‘ﬁ with the asscssors where prob-
lems are discussed.  With the cooperation of the Montana
State Assessors’ Association, the board has compiled assee-
ment ides and val.‘un.Liqn lclgn-d.ulu far persanal prap-
erty. Use of these guides b up 1o the individueal
BEREEEOE. . , .

To achieve cquality of asessments the board can als
empdoy i very ample power bo change assessmenis. . . .
There have been instances where the board has renssessed
individual properties or has assessed property which cs-
caped assesoment by county officiala. . . .

The Board of Equalization teok a strong stand
in the fall of 1962 on the valees of cerain ;\Ericul-
tural land. The board isued a directive sctting
assessed valuations pur acre to be used for 1963 for
the various grades of land in several categories.
Bome of the valees were lower than those recome-
mended by the Association of County Commis-
sioners and there was presure for the board o
withdraw its directive. In a statement issued Jan-
wary 2, 1963, Mr. Dan Fulton, chairman of the
Stare Board of Equalization, said the board would

*Property Taxation in Monfoma, Montana Legislative
Council Report Mo, B, 1560, @ 25,
¥ fbid., pp. £7-28.
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not withdraw the directive, He pointed out that
under the State constitution the board was required
o do evervthing necessary to obtain “fair, just and
equitable” taxation, and said the dircctive would
aid in accomplishing the objective of equal and
uniform asesmment which had already been ac-
complished for some other clasies of property.

During the controversy, in discussing the prob-
lerm of faur ASEESSIMETILE, Mr, Fulton described :.Fetin.l
types of land sales which had pushed the market
to a point much higher than could be justified by
current net earnings.  He noted also the high cap-
ital requirernents of modern agriculture and
congheded -

What we Belisve ta be the most uzeful “vardstick” for
assesament of agriculmural lands & the ‘met return capital-
lzed” concept, Sales prices are of conssderable belp, bt
prinezpally 12 help determine ratics or relations bebwesn
thet dliff erent kinds af lands,

Mo one has yer devised the perfect one-shot formula,
We consder all svablable fndicstors, add a hig dose of
commansenee, and same up with what the technical texi-
books on the subject call & ‘delsherative value judament,' *

Reclamrifieation anad weappramral,  In 1935 the
legislature enacted a reclassification and reappraisal
Taw and the State Board of Equalization initiated a
statewide p m. Alfier a few months’ progress
the board was legally enjoined [rom continuing the
program and in f.anu:qr 1957 the law was declared
unconstitutional, The 1957 legisiature, however,
enacted a new law, under which a reclassfication
and reappraisal program has been carried out.

The 1957 law directed the classification or reclas-
sification of all taxable lands in the State, includi
timber, and the reappraisal of all taxable town an
city lots and of all real estate improvements, urban
and rural,  The work was to be completed within
Soyears ol the -lig'ni? of the bill—that i, by
O 196k, Almost all the Reld work was completed
within the S-year period, but the data were not all
tabulated  and mﬂmﬂ. The State Board of
Equalization goal was to put the results of the re-
elassification and reapprassal into use for the 1963
assessed valuations,

The reclasification and reappraisal were wnders
taken by the countics under the general supervision
of the State. The counties used various methods,
A uzual procedure was for the county commissionars
to employ local men to do the land classification and
pn:ll'q:;s'in:ln.a'l z.]up:'nisu] firms to do the rca.pprnilsah.
The classtheation of timberland raised especially
difficult problems, but the help of the Office of the
State Forester was secured and a good part of the
forest land classification was done by this office,
with reimburscment by the counties for the costs

The State Board of Equalization was to provide
uniform methods o be followed in each county to
assure comparability of results. The board pro-

* Diary Fulton, “Finding Fair Basis for Tax Asscaments

1= Complex FProblem,”" Momtana Farmer-Stackman, Now
15; 1962,
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vided classifications or grades and definitions for the
agricultural lands, and had one to three fieldmen
assisting the counties. *“Possibly the board did not
put enough resources into developing the method
and in getting it into wse in all the counties as recent
spot checks indicate some lack of uniformity in cers
tain areas.™ ®

Legidativg Councel sdfudy,  In 1959 the Legisla.
tive Council was directed to make a comprehensive
study of the tax structure and of proapective and
potential tax sources, and 10 recommend ways “to
amplify, improve, and modernize taxation in the
State™  The council decided that a complete tax

study would be impractical if not impossible in the
time available and concentrated on the property
tax, especially because of its importance in the State-

tax sysiem.  The resulong study ® s an in-
formative analysis which should lead to significant
legislative action. Some of the subjects discussed
and recommendations made are noted in the Tollow-

ing paragraphs.

Az to the tax bass, the council pointed out the
dechine of real esate a5 a percentage of the tolal Ex
base, amd the fact that after the drastic decline of
the 1920's and 1930's, the taxable value of real es-
tate and improvements did not regain the 1922 lovel
until 1959, [This type of property accounted for
61 percent of the wotal taxable value in 1922, 4]
percent in 1952, and 43 percent in 1959.)

The council report questions the wisdom of the
classification system and suggests 18 carelu] review
at some future time, after the collection of data
which would show accurately the actual impact of
the property tax on the various clases of property
under the existing arrangerent. To evaluate the
present system and any pro d changes, it would
I:rrgﬂ.ur.ialmkmwrhe walues of the property
taxed.

The report stresses the fact that “It i absolutely
impossible to conduet an in1c||:ig-r,:n|: program of
equalization without knowledge of the degree of
equality or Inequality of intracounty and inter-
county assetuments,” T and urges a continwous sales
ratio study carried on by the State, To facilitate
such smdy, the council recomemendead enactment of
a realty ceruficate act to provide data for conduct-
ing reliable, accurate, and continuing sales ratio
sudies.

The council recommended passage of a taxpays
er's respansibility law rl:?uiring cach property owner
to return o staterment of his property to the assessor
amd suggested thar the necesary forms might b
distributed with the income tax forms pressotly
dastrbuted annually,

Cther recommendations included passage of a
merchants’ and manufacturers’ Inventory act pro-

! Lepter from Dhan Fultom, chaimman, St Board of
l-'.nluﬂ.l-_immn..‘]!ul'f 1%, 1962,
Froperiy Toxzation fn Monfans, of, «if,
¥ Ikid., p. =il
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viding for assesment on the basis of 12-month
average inventorics, cha in assessment date to
lengthen the time for pnmary assesing, and for
review of assessments, and deletion from the consti-
tution of all references to the State Board of Equali-
zatbon, ‘This last proposal was designed to give
future legislatures leeway in reorganizing the tax
agency, to permit, for example, & new @x departs
ment ed by a single commissioner.

The council study gave copsiderable attention to
utility valuation and equalization, but made no spe-
cific recommendations in this Geld, It concluded
that while the board’s method of utility appraisal
was not necessarily “wrong” or inaccurate, the
board had devated little cnergy 1o continuing, critis
cal examination of ita methods, The council dis-
cuged the lowering of eertain wiility valuations in
1559 and said, "the board reduced utility ases.

ments in an atternpt to egualize among different
classes of property, yet it has not equalized among
utilizies themselves,™ #

The recommendations made, as the council points
out, are for both short-range and long-range im-
provements of p l:rxtlmmﬁnn- Some of the
rcc-:-mmmdaliuna“ﬁa mesessment date, invens
tory, and faxpayvers’ responsibility laws) are de-
signed to meet immediate, specific needs. The
second group 8 o ide mecessary first stepd to-
ward correcting major defciencies in the property
tax system, e first long=range need 15 mformas
tion—the second, necessary admindstrative tools,”
and to this end the recommendations wers Tor the
realty certificate act and eventual renrganization of
tax administration,

* Property Tazation in Menlana, o, £, p. 59,
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NEBRASKA

Mebraska depends on the property tax lor & larger
percentage of total State-local tax revenues than
any other State, and an sctive concern with the tax
and i3 administration &5 to be expected.  The
Legumslative Coundl in a 195 report said, “The
State of Nebraska, through constitutional prowvis
sions and statutory enactments, has attempred
establish an equitable basis for the taxation of prop-
erty in the state,” but it added, “Iis efforts, however,
have not been wholly successful™ * In 1962, how-
ever, the Leguislative Council sid, "Property taxa.
tinn in Nebrazka iz moch more affective from almost
any standpoint than was the case a decade agn™ ?
..5|.|=nmJ the Tax ﬂnmmi:sinnl::r, in his 1961 repart,
noted “The trend of the past several years toward
greater uniformity and equality of assessment is
continwing.”  Some of the sgnificant changes of
recent years are mentioned bricfly in the following
paragrapha.

Assessment wnity, Prior to 1947 assessing was
done SOMe E,ﬂﬂ:l Fu'!lth'ltl. assemaors.  Udider (947
Iegislation this office was abolished and the duties
transferred to county assessors,  The county assessor
was authorized, with the consent of the county board
of supervisord or commissioners, to appoint a deputy
and such assistants as necessary without regard to

inct lines,  In counties of less than 6,500 pop-
ulation, the people may vote to abolish the office of
county assessor and combine the duties with those
of same other affice such as cleck of the disteict couwrt,
county clerk, or registrar of deeds.  The Legisative
Council reparted in 1954 that there were then 13
counties which elected full-time assessors for 4-year
terms, and 18 ecounties which combimed asessing
with same other office.  Since in 1950 there were
30 counties with populations of les than 6,500,
over half of the eligthle counties were using the

ination arrangement in 1934, A further
change was considersd in 1954, with a proposed
consitutional amendment calling for appointment
instead of election of county assessors, bue the
armemdiment was deleated by the voters,

Arsistance to local umity, Nebhrazka has an active
program of aid to local units. Through the office
of the Suare Tax Commisloner, It provides asses-
sors’ handbooks, values for various types of personal
property  (motor wehicles, farm machinery and
enuipment, business equipment, livestock, operating

! Report of the Nebraiks Lepinlative Counell Cammirtes
on Anessment of Praperey for Tax Purposes, Committes
Repor Na 64, 1 i 5.

Sinde and .f.urulr Finanee, T'HEFHd bw the MNehraska
Leghilative Council Commitiee on Taxation, 1962, p. 418,
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railroad equipment, etc.), and lists of stockholders
of foreign corporations.  The office conduects in-
doctrination schools for new asessors, district
meetings for assessors, and is re sibile for a comes
siderable part of the annual State Asesors'
Convention. The various forms wed in assessing
are those approved by the State,

The State maintains a staff to asbt county as-
sessors and boards, There are six districts with a
resident State fieldman in each, and in addition
there are two fieldmen covering the whole State on
special problems. The field stafl is important in
explaining new laws and legal and procedural mat-
ters to the local stafls and assisting them wherever
necessary—such as in audits of business records
The State staff also gathers information on which
to base asscssments and to keep the listings com-
plete,.  They are advisory only, howeweer, and do
not sel values or make assessments,

Level of assersment, The constitution provides
for unifermity for tangible property and franchses
and the legislature bas authority to set the lovel of
atgessment.  From 192] 1hmugl‘| 1952 the bewel had
been Axed at full value; from 1953 to 1955 i1 was
at 30 percent of actual value; in 1956 and 1957 at
50 percent of “hasic value"; and in 1958 and since
at 3% pereent of actual value, The legislature ap-
pears to have been working over the past decads
toward what & considercd approximately general
practice. Om a statewide bagis the ratio -:-}l assessed
vitlue to sales price of 1959 for farmlands was 31
percent, for town p-mftmr 30 percent, ratios almost
wdentical with the 1957 figures.  For 1960, however,
there had been a decline in the ratio for farmlands
to 3 percent, while the town property ratio re-
mained at 30 percent.

When the law was changed in 1935 to shift the
basis of asmscssment from actual value o “basic
value,” the legislature specified factors bo be con-
sidered in assessing propecty.  With the shily back
to actual value in 1957, the law again apecified
the uee of certain factors in ascertaiming value,
where applicable: :amighr.a pacity of the propers
ty, relative location, desirability and functional wse,
reproduction cost less depreciation, comparison
with other properties of known or recognized value,
and market value in the ordinary course of trade.

Egueiization. Equalization is of immediate pracs
ticial importance in Mebraska as this State 5 ons
which makes substantial vse of the property tax for
general State purposes, There is a Stare Board of
Equalization, an ex officio agency compased of the
Covernor, Secretary of State, Auditor of Public
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Accounts, State Treasurer, and State Tax Commis-
sioner, which mests a.nhl.ﬁﬂ}r “for the purpose of
equalizing assessments throughout the State. The
board examines the abstracts from the counties and
procecds o equalize them so as to conflorm to the
law. In =0 equaliging these pssessments the board
may increase or dectease the total msscssed valua-
tion of the county by a certain percentage., The
board, furthermore, may increase of decrease the
valuation of any class, classes, or kinds of

erty, personal, real or mixed; in any county. It
may not, however, disturb the assessments on indi-
vidual pieces of property.”* The final action of
the board is subject to to the State suprerne
court, A court ruling in 1953 that was severely
critical of the board’s equalization methods in-
fluenced both an improvement in_ the methods and
a reduction in the statutory basis of asesment.
In the words of the Legislative Council:

In 1952, the State Board of Equalization and Assess-
ment, upon the Gnding that the average walun of
farmiands in 19 counties w:ﬂlu than Hi percent ﬁl'bnﬂ'lt
20 sals , ordered thess counties to bnag
e et M 1 0 psy uf The: Tkpets WA
bat mede no redection in the coenties n whick the assese-
ment wiad ghove 50 percent. At the same time, 2 land-
awmnr In Jahngen County petlr.inrl-td the hoard to osder
& reduction in asessments in Johnsen County where the
asscssed waleation was B2 pereent of the 20-vear sverage
sale price. The board refused and the landowser m
E;:]::MMEI:H SEpTEDE COUTY: Tbl:mln't:l'umﬂ.

to be in error and ardered :I!l:nntm
P af equalizring nssessments. im v. Stada .ﬂaﬂrd
of Epualization and Asessment, 156 Neb, 427, Lu.hmu-ug
ather things, the court noted that the low pequires asgeass
ment at actoal value and mot at 50 percent ar any ather
fraction thereol, that It requires uniformity of ses-
minty, wheress the boand's own d great
diversaty s between counties and classes of property, that
it i the duty of the b-nrd L2 uuu:!uu uammv:u.m Between
counties and classes of that the 2-year

average gale price is not ad
value. ']".hnmrtilmmﬁmud:uPle-

mining acto
witai holding that Tor of taxation, farmlands

lh-lllbemmdu.ndlmnndltﬂru:n:tlulﬂ]u: or yalws
in the market in the ordinary course of trade'
The court’s decision was released on January 9,
1953 _and “stme consternation was noted among
officers.” * The 1953 legislature quickly
the law iring mesessment at 50 percent
-l:lf full value instead of the previous 100 percent.
It also provided for anneal instead of Biennial as-
sesarnent of real estate. As indicated abewve, the
basis of assessment was reduced to 35 percent under
1957 legislation.
The Board of Equalization in its annual deliber-
ations to increase uniformity and equality of assess-
ment among the counties uses various factors and

" Report of the Nebraska Lepi
ter om Egqualication of Tazes
No. 60, 1954, p. 12,

* Report of the Nebraska Lagislative Commitias on As=

H’:Tlu?;'l of Property for Tox Purpores, of. cit., pp. 19-20.
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sources of information. One factor of major im-
is the annual sales ratio study. Such
studies have been conducted regularly since 1945
when there was enacted a law requiring the county
deeds to report annually o the State
Tax Commissioner all real estate sales other than
judicial sales. The figures so reported are an-
alyzed and investigations made to ascertain any
possible special factors which might indicate that
the sale was not a true measure of valoe,
The sales ratios are published each year in the
annual report of the State Tax Commissioner, with
the data summarized for each county as to farme-

lands and town property, The 1960 report shows
that for 2,877 !-B.l.ﬁ- throu t the Siate in 1960,
the aggregate assessed value was 28.52 t of

the sabes value, with the ratios ranging from 16 to
46. [In 1959 the range had been 12 to 55, the
cxtremed being other counties than in 1960.) For
town property, 15,077 sales in 1960 showed assessed
valuations 29.70 percent of sales price, with the
range (excluding two counties with a total of three
I.I:I:IEl:I HJH':I from 19 ta 5‘9, hut with a&ﬁ'm:mly

re d counties in the 3
nlngm- {]lE: range for town properties in lQ‘ﬁE
was 20 to 64, with the extreme counties different
from those of 1960,

Legislation, 195461, Mebraska has been con-
cerned, aleo, ower the past decade, with a oumbet
of significant changes in the property tax law, in-
cluding several constitutio amemncdrments,

In 1954, two constitutional amendments were
approved. Omne permitted the exemption of house-
holdd goods from the property tax, The second, &
result of the 1933 supreme court decision a]]uwnd
the ﬁﬂlmme to set up noew methods of valuing

roperty a5 an alternative to “market
vaIuE" =nd the legislature in 1955 adopted the
“basic value" formula and in 1957 the “actual
value” noted above. [Another amendment sub-
mitted in 1954, but rejected by the voters, would
have provided for appmmmm; af county assessors. )

Im 1957 new Icgula.tm prm':d-ed for tightent
up of inventory reporting, i:t to Feder
incorne tax returns.  The 195‘&1:31; ture strength-
ened the tax commissioner’s authority over admin-
istration of peverue laws and awthorzed two
constitutional amendments for submission in 1960.

These two amendments, both by the
voters, permitted eatablishment o Ware.
houses for goods in transit, such goods to be exempt
from rty taxes, and authorized taxation of
livestock E differing methods depending on jts
stay in '#Im 1961 legislature enacted
meagures to implement both amendments, The
game legislamre authorized the Legislative Couneil
to condect a stady of the property tas, specificall
to include the duties and aut;%rirj' of the u:aum';
;—ﬂ:?;ﬂ“, county boards of equalization and the tax

urden.

93



THE ROLE OF THE BTATES IN STREMNGTHENING THE PROPERTY TAX

Lepislative Couneil Report of 1962, The coun-
cil report for the 1963 legislature, Bsued late in
1962, i a comprehensive and informative document

which deals extensively with the tax.®
While noting forward-looking cha in property
taxation in Nebraska over a p of years, the

report says, “But an effective system is not static;
good tax administration i8 a continuing program.”
A number of recommendations for such a program
are made, some wirng constitutional change,
some lemislation, nrm sorme_administrative acton,
The recommendations include: adopt standards
for a tax map and parcel numbering system and
Fequire counties to adopt such & systern mot later
than at the time of next reappraisal; require a con-
Adential informational report before any desd can
be filed, to supply data for assessor and State tax
connmissioner, with the State v uwse the data in
preparation of asesment-sales ratio studies [and
publish information on each county giving the ag-
gregate assessment-sales ratio and the coefficient of
dispersion) ; ire counties to have reappraisals
at intervals r::}:%utn 16 years, the period betwesn
reappraisals dependent on assessment quality as
determined by the tax commissioner on the hasia of
objective statistical measures such as the relation of
amesmment level to the legal standard and the
coofficient of dispersion ; the (ax commissioner estab-
lish standards for reappraisal and have real power
to enforce both quality and timing of reappraisals
{as by contracting himself for the work, billing the
eounty and, il necesary, withholding gasoline tax
distribution to pay for the reappraisal}.

Another group of recommendations, on assessors
and county review boards, included: provide that
the county board of supervisors or commissioners
appoint the county assessor, for a $-year term, from
a 'lliﬁ of persons certified by the State tax comenis.
gioner, without residence requirement; provide that
certification be a meaningful process requiring
training and gualification; provide contnuing

*Stmie end Local Finance, op, ¢it. This very valuable
stady merits more detaibod discussion than it is given bere.

training at elementary and advanced levels: estab-
lish a county board of equalzation separate from
the existing county I:oa:ﬁ of supervisors, the new
board to be appointed by the supervisors from per-
o qqualifi knowledge of taxable properties;
E:l:l ide boards of equaliztion with information to

Ip in the of their dutizs, such in-
formation o include the we of coefficients of dis.
persion for intracounty equalization.

The committes recomimended ereation af thres
new positions under the tax commissioner: utility
tax man, business appraiser, and property tax
analyst, The first two would be primarily to pro-
vide c?crt technical help to local assessors, with
the wtility man also aiding the State Board of
Equalization. The property tax analyst would
supervise the educational program, furnizh the
assessors material on pew procedures, and analyze
the quality of assestrnent through assessment-sales
ratio studies.  All three would be appointed by the
commissioner, and the committee especially urged
an appropriation sufficient to attract highly quali-
fied personnel.

The 1961 legislature had directed that the study
include an examination of alternative revenue
sources which might replace the State pro Iy,
The comemittes concluded that MNe a should
adopt an income tax, a retail sales tax, or & com-
bination of both to replace the State property tao,
and said, “A flat rate income tax i definitely pref-
erable” It recommended that property tax eelief
should include exemption of intangible property,
household property, and miscellaneous personal
property, with exempiion of other elasses of
sonal property preceding reduction of local tioces
on real estate.

A number of the proposals was reported to have
received favorable consideration by the 1963 legis-
Iature, but action could not be regarded as final
until after adjournment.  As of early Aprl, the
outlook was for the enactment of some measures
which would strengthen the administration of the

PrOpErty tax.
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In 1960, after reviewing the recent history of the
property tax in Nevada, a special study group said:
v+ . the history of the property tax in Nevada reveals the
typical pattern ol maliey dwglnglmem: m::-\llu;_fn:-m_ CoHm =
plete local control and respoasibibing for adnislstration to
mceeasing Hate supervision and central.  Mevadn, bows
ever, comparad with other states vest grealsr power |ooa
state agency, the Tax Commissien, for direct state valua.
tiom and assessiment. . . . Egualization insalar a8 lecal as-
sessment practice i concerned i= the principal semaining
problem, though significant progress has becn made in
recent years.”

The State Tax Commision of seven members i
responsible for administering sales and use, gasoline,
cigarctee, and liquor taxes in addition to its lunctions
in relation fo the property tax. The property tax
functions are exercised by the commission itseld, its
etaff of public utility and other analysts, and through
its Division of Assesament Standards,

Central asresrment,  MNevada laws uire the
Tax Commissdon to value and/or asess land and
livestock as well as public utilities, bank stock, motor
vehicles, and net proceeds of mines.  Im practice,
the commision has exercised its responsibality for
land in relation o reeal lands only. For recent
vears such lands have been divided by the commmnis-
sion into 16 clasaes, fixed largely by potential peo-
ductivity, and a value per acre wt for each clas,
Birmil the commisston seds the valwes i be poed
for some 20 clases of hvestock, from bulls to bees,
and the commission reports, “A full count of all
steck must be returned by owners and amesors hall
put such full count on assesement tolls.”  Thus the
commission sets values for rural land and livestock,
but the actual assessment is made by the county
asgessors.  The definition of the land classes, the
value for each, and the values for livestock are pub-
lished as Instructions and also clearly set forth in
the Tax Commssion’s annual repoet. Both docu-
ments give, too, the basis for valuing maotor vehicles
and mobile homes {retail price and named guides].

For interstate and Intereounty public wtlities dhe
Iaw requires valuation on a unit baas, but the for-
mula for valuation of each type af utility is devel-
;I:tﬂ I'.'I:F the fl!rmrnis:rim. urit v:.[ul‘:%., wlien

termined, ars apportioned to the State and shares
allocated @0 the counties. The commision also

YR, A Zubeow, B L, Decher, E, H. Plank, Fironcdng
Sratr and Locsl Covernment in Neoada, Nevada Legis-
lative Tax Srudy Giroup, Nevada Legislavive Coonedl Bas
eau Beport Moo 44, 1060, p. 170, This comprehensive
report has an informative section on the property o,

pp. 163-230, which i the basis for much of the material
in the follvwing paragraphs oo Mevada.

values intracounty utilitics, using the same bases, and
“pecommends” such value o the county mmsessors )
it iz reported that the recommendations for the
intracounty wtilities are usually adopted.

Before 1963 the law provided for assessment of
property, unless otherwise specified,” at its full cash
value, but there was “no similarity between the stag-
utory requirement and actual practice”*  The
Seate uses a 35 percent ratio for its valuations, ap-
plying: this ratio to otility valuations before alloca-
tion to counties, to livestock and to the land it values.
It directs county assessors to apply the same ratio to
gpecified bluehook walues of motor vehicles and to
the book value of inventories in asscssment of mer-
chandise stock. It recommends this ratio for other
property assessed by the counties. A 1963 cnact-
ment changed the statutory requirement to 33 per-
cent for all real and persenal property.

Divirion of dstesrmend Standard:.  In 1947 there
weig establiched under the Tax Commizion a Vale-
ation Division with broad powers to advise and se-
pervise county asessors in order to Improve and
equalize property assessment,  While this division
was abolished in 1951, in 1953 a new Division of
Assessment Standards was created with advisory
powers similar to those of the earlier apency.

The Division of Awsessment Standards acts as a
liaison between the State Tax Commission and lo-
cal assessing officers a3 to improvement of assess.
ment procedures and standarcds, providing assists
ance and guidance to assessors. The  division
developed & uniform appraisal form, published an
Asseseors’ Manual with a revised edition of 1959
EIVINg assessment instructions and detailed cost data
for most types of locally assessed properiy, distrib.
utes bulleting and releases for assetsment officials
from time fo time, holds regular training schools,
and does exbensive a sal work, During the
years 1953 through 1961, such appraisals involved
work in 12 countees, including such projects as all
urban land and buildings, all land and buildings
reappraised, all land and buildings in specified city
or cities, all new properties, ete.  In 1961 and 1962,
four counties previously covered had extensive res

" Two types of propesty for which special provision is
made are net proceeds of mdoes and patented mines and
lands, the latfter having fixed minimum valiees Intan-
gilsles are not included bn ehe general property tax base in
HNevada ond there are the wual exemptions for publicy
owned, porprafit institational property, e, and specified
enemptions for weterans, widows end cephans, and the
bimd.

* Zubroaw, Deckes, and Plank, op, i, po 183
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appraisals and a major project was under way in
Washoe County [the State’s sccond most populous
county, county seat Reno}.

The eost of the State appraisal and reappraizal
work @ met entirely by the Siate—exeept for such
amstance a8 B given by the county asesors’ al-
fices.  Early in the 1950°% the Assessment Standards
Di'-'isim recommended  State  appropriation  of

“matching funds” to be wwed to employ bocal per-
sonnel, paid half by the State and half by the
county, to facilitate participation by the countics
and to expedite equalization work., Buch funds
were authorized in 1953 and 1855 only. The di-
vision does the appraial work, or asdistance in ap-
praisals only on request of, or approval by, county
assessors | except for the sample raisals made in
connection with ratio studies), It has not been
able to keep up with reguests,

The Division of Assessment Standards also en-
giages in research, a notable recent example being
a pilot study in two counties on a new methed of
I:Jiml.':.III'JE and valuing farmland using Federal soil
COTEETV LT and actual income data,

Ratio studies, Under legislatiom enacted in
1953, the Division of Asscmment Standards makes
an annual assessment ratio study,  The ratics are
used specifically in determining the distribation of
State aid to the county school districts.  While they
are not used for other purposes, they appear to
have influenced asesing practices,  The State uss
s combination of sales andfor appraisal data for
computing the ratios*

1962 publication summarizing findings
ghows the State weirhted average of all property at
3083 ot for 196162, with the countics I::E
ing from 27.25 to 34.98. This re pivies for
of the [T counties the assessed tian, full value,
and ratio for 5 classes of pmpeﬂy-—real estate,
merchandise and persenal property, vehicles, live-
stock, and public utilities.  In the 1962 report the
public utility, vehicle, and livestock classifications
are shown uniformly at 33 percent.  For the other
two classes, dependent except for rural land “val-
ues" o local the ratios varied from county
to county, with real estate Znn?:ng from 22 w 35
FH'L‘E]'JI, and merchandise pnnuna!ﬂ]:mpertf

ﬁtﬂﬂfﬁ reent.  In two counties, the ratios
for the two o differed by only 1 percentage
point; in others the difference ranged up o 12
points,

From 1956, the year of the first study, to 19562 a
substantial gain in egualieation among counties
appears to have occurred. The 1956 data show
county rathes for all property ranging from [5.8 to
3.0, not including State assessed property. In
1958, the first vear for inclusion of State assessed
property, the range was 2506 to 37.2, while for 1962

P Eubireww, Decker and Plank, op, o6, ppo 2142390,

analyzes in detall the procedares fallowed
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it was 27.3 o 350,  The State average, which was
0.8 in 1958, inereased to 3007 in 1960, declined to
EQ.QE mn IQEL and poee p.pin to B 10 1962,
Repier, One feature of Nevada's review ma-
chinery should be specially noted—the diversifica-
tiom of membership on the lowest review body.
Membership in the county boards of equalization
inchides, in addition to the county commissioners,
one member of the board of trustees of the school
district and one from each city or, if no cities, one
representing o ted towns. The county
board of equalization helds hearings annually and
has authority to mcrense or reduce any assessment
and to place omitted property on the roll, It would
thus appear to be wni]m the power of a local board
with representation of school and city units as well
as of county to raise the level of assessments
il sured [rom the tax rate limie becanse serious,
axpayers wishing to ap their assesments
must make their appeal to the county board {with
miner exceptions).  If not satisfied by the county
hoard, they may appeal to the State Board of
Equu ization (the membership of which is the State
ax Commission), which has auth to make
cnmp]ctcmwufmetatmlland i raise or lower
assesgmenis for equalization.  Appeal may be made
e the courts only after complaints have been sub-
mitted to the county and State equalization boards.
Tax Study Group recommendations, The Legi
lative Tax Study Group of 1960 made a series of
recommendations on the tax in Mevada®
Triefly summarized, they include: (1) discontinue
practice of self-appraisal, requiring the Sl:a.tt to
valae all State wvalued and Inq
county assessors 1o check physically :nvcntum:u

other income Ity at least on a sampling
basis; (2) m extend procedures used in

ratio atudu:s, l:hmmau Btate assessed !).mpe
and broadening smptrﬁ study to inclade ratios
for additional classes of property, ete; (3)
strengthen  equalization il-ﬂl'iﬂﬁ.ﬁ of Assessment
Standards Division, including appropriations on an
annual basis for county ﬁquzﬁmnm funds; {4)
establish a uniform percentage rate of assessment
for all types of property; (5) appraise taxable
persomil pr?:r:rr.j' every year and real estate every
3 wyears under a continuing asessment plan in-
volving increased State ald to local assessors whers
needed; {6) exempt from the tax base individual
personal possesgions and houschold effects of a
non-income-producing variety, with proviion for
reduction in State property tax roughly to com-
pensate local units for loas of revenue involved.

Remepal qnlf atresrar.  An evenl EryY waaal in
msgesging ooourred in Mevada in 1962—the remowval
of a local assessor for nonfeasance.  After a grand
jury investigation of the office, a member of the
jury, as & private citizen, initiated the procesdings

* Thid., p. BG7.
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in the district court and the removal was upheld
the State supreme court.  The matter was re
in the Tex Admimisrgtors News s follows: ®

The remeval of & cosnly assewor on a fnding of nen-
fensance hat been apheld Suprems Court.
Among the complalats § inge the assessor were his
fnilare: (1} o assea all n-a?aa.nd persanal property ag
full cash value; {2} to axsesa all real and personal prep-
erty located in the coumty; (3] fo sessa all real propecty
equally and uniformly; (4] to obiain from each person &
staieenont of all property owned in the county; and {5) to
prepare arsd purhdish a List of taxpaypers and total valuation.

The assessor's defense consisied of his assertion that
(1) he was doing only what other assessors wene dodng;

* Tar Admanasérators Newwr, May 1962, p. 56

[2} ndequate plats ard maps needad to acoomplish pro
HESERRIIBENNE WETE hckmihaml (3) chae thees was a hr-t
af hmrhlhwlmni stanbary duties,

The Nevada constituton empowers the lagislature to
mﬂufﬂr the remaval of a civil officer for malfeasance or

agance in the performance of his duties. MNeither
the state constitution nor stniubes makes mibsfeniames 2
ground for removal.

The ceart mabed that the asessnr’s failure to pssess prop-
erly equally and uniformby and his fallare 10 prepare a
list of taxpayera and the ax roll [os time] comstimuted
misfeasance—the daing in o wronghul mannes that whick
the law required him to do. The remaining complain
were held o constitute nonfeasance—ihe substaniizl Eall-
ure i perform a required legal duty—and grounds for the
sasessor's remioval (Schumacker v. The State of Nevada,
decided April 3},
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NEW HAMPSHIRE

Asessing in New Hampshire, except for certain
udility riy asessed by the State, is the function
of the 234 towns and cities, with the work done by
the board of selectmen in the towns and by asses-
sors in the cities, The State does not levy & gen-
eral property tax for State purposes, but the State
Tax Commission, an agency created in 1911, con-
tinues to have responsibility for supervising local

Asiiitanies and superoision. The State Tax Corn.
mission provides local asessing agencies with sorme
bBasic tools, such as asssment record cands, book-
lets with the current selling prices of boats, mobile
homes and trailers, and roadbuilding machinery
and construction equipment (the last with recom-
mended depreciation schedulesy. It also supplics
appraisal manuals to these communities where pe-
appraisals have been made by the State, and local
officers have been instrocted in the we of such
manuals. Instructions in assessing are piven dur-
ing the course of revaluatioss. The eominission
mects annually with the local assessing offbcials and
explaing and discusses new or el lwws and
other matters of current interest.

The State staff asists the local units on request,
guch assistance ranging from wark on problem as-
pessments to comnplete revaluation. The reguests
for assistance exceed the capacity of the State staff
and the latter is not able to kesp up with current
requests,  Local units reimburss the State for the
cost af such work (except for assistance in estab-
lishing values on stock in trade and roadbuilding
and construction equipment). The State appraisal
staff, which in 1955 consisted of five general ap-
prasers, early in 1962 was twice as large, includs
ing three specialist—stock in trade, timber and
wild land, and road machinery and building equip-
ment—and seven peneral real cstate appraisers,
Thers s kegislative authorization for 14 real estate
appraisers, but only 7 poitkens are filled because
sufficient qualified personnel is not available at the
salary level established for the position.  Sinee the
expens: would be largely reimbursed by the local
units, and sinee the additional stall would permit
the State to ]m-:p up with the bscal Tequests far
aid, it is unfortumate that a realistic salary policy
has not been established.

Egualization. COmne of the important functions
of the State Tax Commission is the preparation of
the biennial egqualized valuations., As a basis for
the 1960 equalization, the commission used actwal
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apprasals of property selected at random, with the
intent of including in the sampling representative
amounts of different types of property such as sea-
sonal, vear round, farm, commercial, imdustrial,
etc. In the three prior equalizations (1954, 1956,
and 1958) , the sampling was based on a comparison
of assssment and actual sales prices. The 1960
appraisal covered real estate in each of the 234
citeeg and bivwns o I'.I'u: 513.1:-:. In a.dﬂ'il:inn., 1:|'||: COMT=
muisdion studies stock in trade assessments o each
community where this type of property comprises
5 percent or more of the total taxable value, and
far the 1960 equalization approximately 70 come-
munities were reviewed to dpg:muinc the stock in
trade factor.

The equalized waluations are used in New Hamp-
shire for apportioning the county tax among local
unite and as a base for determining boreowing
capacity and for allocating State aid for education
and highways, In addition, the squalized walua-
tions have a special function here—the bass for
establishing State senatorial districts; the State
constitution requires such dastricis o be based on
taxahle wealth and the general court (legislature)
at its 1962 session reapportioned districts on the
basis of the 1960 equalized values,

Level of asrepment.  Statutes provide for ap-
praisal of taxable property at its full and e value,
In 1946 the Tax Commision instructed local as-
goisors o appraise real estate at full prewar {1941
dollar) value and in 1953 it instrected them to use
the 'immndi:l.tr.'l}' postwar valus [TEIFII-E dallar|—a
policy designed to secognize the current “abnor-
mally high value” of real estate,

In the spring of 1954, however, the Swpreme Court
ruled in the case ol Bemer Hrofhars Fap Comigany v Olare-
mend (98 NOH. 446 (1954]), that swesment muest be at
& bevel of 100 pereent of fall markee value. Comsequently,
the Tax Commission had no choice bat to inform local
asseming officials that property mast be valued ot it full
current market valee as of April Grse of each year?

The 100 percent level was atll far from realiza-
tion when the 1960 :l;tuaﬂnl:inn wirs conducted, the
average ratio at that time reaching only 47 percent.
More recently, however, a number of communities
have been renssessing property at its 100 percent
worth and it seems probable that the 1962 average
will be higher than that of 1960, While there has

' Tar Policier in New Haompskire, Report of the Gom-
misaon to Rrcommend Reorgandzation of the Tax Struce
were, Concord, 1954, p. 45



NEW HAMPEHIRE

been no statewide reappraisal in recent years, some
of the local units have had complete revaluations
with the asistance of private copsultants or the
State Tax Comanision,

Tax Study Report of 1854, New Hampshire has
had a series of apecial tax soudies, the most recent

in 1954, The 1954 report, while covering existing
I:'.!.\:E: and potential new ones, noted that within the
overall ax structure, “the CGommisson finds most
ground for improvement in the taxes that are locally
asspssed and colleeted.  Particularly is this troe of
t}mlmalmmmmﬁmmmcﬂynrindim:ﬂym
property. . . .78

CH the commission recommendations on the prop=
erty tax, one important proposa! has been adopted—
an increase mn the State staff for amistance to boacal
assessing units.  Others, not yet approved by the
general court but still pertinent as reflecting the
views of a special tax study group, included: (1)
the stafutory standard for assesming property be
changed from "full and true value" fo “current
market value,” and the latter be defined specifically
to include consideration of reproduction cost, de-
preciation, location, rental value and all other rele-
vant evidence; (2} property to be taxed on a basis of
B percent of market value, the maximom rate then
in actual uss by all but a few units; (3) restriction

* Tax Polivies in Meee Tampalire, of. i, pov.

of the veterans' exemption ® to a total of 10 annual
exemnptions from the date of enactment of the new
Frm-mnn -e:m: that exemptions for veterans with

E’: wiuld be permanent; (4] addi-
o to r}.uc tax of certain kinds of personal
P rty not then specified as taxable.

COrnnEstnn ra-:uﬂ'nh:d. worioirs wondknooges
in the stock-in<trade tax, hut maAcke f0 rECOTITET
dation as to change, proposing anly that this be a
subject for further study. COMIMSSIon A
getﬂ:l that a posible sclution to the problems of

stock-in-trade tax might be a constitutional
amendment permitting classification of property for
tAX purposes.
A notable recommendation of the commission,
partly related to the property tax, was the creation

of a permanent citizens' commision to study taxa-
tiom, Buch a commission, it was suggested, with
adequate time and resources, could supply the

information and the leadership necessary o adjust
the State tax structure to changing conditions,

TAl voterang and wives and widows of veterans, who
served in any war from the nith-American o
Korean, recesve an exempiion of $1,000 on the assessed
value af taxable iy, brmudmi the value of raxabis
Froperfy cwned in the State exclusive of bona fide &n=
cumbranoss is not assessed at more than $3,000.  Total
tax exemptions o veterans egualed 3 percent of the
total property taxcs assessed by the towns and cities in
1933, with such exempticns ranging up o slmost 11 per-
CEnt-in-one-commmuenity.—Fbidpc 3k
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NEW JERSEY

Traditionally New Jessey has placed subsiantial
dependence on the property tax and this policy cone
tinues. In 1960-61, for example, the Cemsus Bu-
reau showed 66 percent of New Jersey State-local
tiax revenwes from this souree, scond highest of the
States and well above the 46 percent na fgure
(as ghown in vol 1, ¢h. 7). Whether because af
this, or for other reasons, the tax has been the sub-
ject of frequent study, and of considerable
together with more active State supervision.  While
some of the more recent developments have been
the direct result of judicial decisions, the legislation
evislved has been markedly affected by the concla-
siomd and recommendations of tax stedy groups.?

General Featores of
Assessment Administration

O panization for assessing. The assessing func-
tion in New Jersoy is shared by State and local gov-
ernments, with the former responsible for railroad
property and the latter for all other taxable prop-
erty. {Public utilitics other than railroads are, for
the most part, not taxed on an ad valorem basis, |

There are 568 local taxing and assessing dis-
tricts—cities, boroughd, towns, and townships, Of
these units, appraximately 385 have single assessors
and the remander boards of assesors, wually with
3 members. There were 936 assessors in 1962, of
whom slightly over one-third were elected and less
than two-thirds appomnted. All serve $-year terms,
While the assessors are chosen [ocally, administras
tion of their duties is independent of local municipal
governmment and subject to supervision by the county
boards of taxation. A compilation of data on as-
sessors made by the State Local Property Tax Bu-
reant a few years ago ® showed that the average New
Jersey assessor had been in office B years, and that
10 percent of the assessors had been in office over
20 years, but that almost 40 percent had served less
than 4 years and that annually one out of sx as-
seseors was lost through resignation or faillure to be
reclected or reappointed.  Background and training

! Material lor dhis secton oo New Jessey is bosed pei.
marily on the annual reports of the Division of Taxation,

supplem material and comment from Mr. Alan F.
Hars, State ervisor Local erty Tax Burems, and
the reports of the Commission on State Folicy. The

division's annual reports are wousual among the States
for their elear asd infoematve presentation of the work
of the divisien and of importast legislation and ﬂudlnlaj
decizions pertinent te the wark, &8 well & camprehensive,
bt not extessively detailed, patistesl material,

Ythef to Shapfidter, Local FProperiy Tax Buresu, Teen-
o, 1060,
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varied sidelp, with the time asiesmor drawn
partcularly from real estate, farming, contracting,
accounting, engincering, and saleswork, but also
from many other lines, Despite the varied back-
ground, it was estimated that 47 percent of the
amsessors in offics at the time of the study had taken

evening training courses and that one out of five
had attended the 4-day summer conference on
assessing,

The county board of taxation consists of three
members, or five in the frat-class counties, ap-
pointed by the Governor, with the advice and con-
enit of the senate, Terms are overlapping and at no
time may moee than two meémbers [or three for
first-class counties) be of the same political Pnrg_.
Salaries are paid by the State, the amount depen
ingr on the swe of the county, Local assessors file
their pssessment lists with county boards who
are to examine, revise, and correct tax lists and to
equalize the asessment of real property among the
taxing districts of the county, The county boards
have the power to chanpe the valuation on any
Empl:ﬂy gnd to add omitted property, and they

ear appeals from a taxpayer or a taxing diserict.

Primary State functions related to the property
tax are part of the work of the Divizion of Taxation,
a division of the State Department of the Treasury,
The division, headed by a director, has broad super-
viinry powers which cemter n a Local Property
Tax Buareau, the work of which iz discussed in fol-
lowing sections, Two other bureaus, both dealing
with utility taxation, are alsy notable,

The Enginecring and Railroad Tax Bureau val-
ues property vsed for railroad purposes, determines
the taxes and certifies them to the State Division of
Budget and Acoounting for collection.  Railroad
property 15 divided into classes for tax purposes.
Class 11 15 taxed at the general rate of the taxing
dissrict in which the ety is located, with the
taxes collected by the State but allocared o the local
unit mvolved for local purposes.  Class T and class
IIT property are taxed at a fxed rate, with revenues
for State purpeses. There is alio & railroad fran-
chise tax based on income,  The law provides for a
maximum railrmoad tax, however, and the tawes for
State purpeses may be reduced to keep the aggre-
gate tax within the specified limits; such limits are
not applicable to class 11 property.  The Engineer-
ing and Railroad Tax Burean alsy has functions re-
lated to tax maps as noted later.

The Public Utility Tax Bureau computes the
taxes to be levied on public wtility companies and
apportions the totals among the bocal units for cols
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lection. While the apportionment i made on the
basis of scheduled property in the various munici-

ities, the taxes are not property taxes but are
ranchise and gross receipts taxes,

Separate from the Division of Taxation, but also
in the Department of the Treasury, is the Division
of Tax A . This division, described as a
quasi-judicial and gquasi-legistative board, consists
of weven members appointed by the Governor for
averlapping terms, board reviews judgments
of county rds of taxation on appeal from local
asessments and all other assemments levied by the
State except transfer inheritance taxes, Tt receives
3&:&!]5 from county equalzation tables and from
the director’s tables of equalization used for school
aid,

Assistance o local taxing uniti. The Local
Property Tax Bureaw, created in 1953, i described
as a serviee burean for hnphmmu;?ig the State’s
reaponahilities for local property tax admindstration,
A mjor of it wan i3 continuing the develop-
ment of its program for fmprovement of local as-
sesing practices. In this role it performs a nume-
ber of services,

Easic to all of its services is a field staff available
for assictance to assessors and county boards of tax-
ation. The field representatives are in 2 groups,
24 assigned to the Asistance Section and 9 o the
Appraisal Section [as of early 1963). The men
in e Amisiance Sectinn are concernel prncipally
with amistance in administeative matters and with
the investigations relative to the sles-assessment
data. The Appraisal Section gathers the material
for keeping the appraisal manual indices up to date
and asists assessors, when ested, in the ap-

isal of large or unusual 'm%tinns or buildings,

State staff member may show the assessor what

to do and how to do it or he may do virtually all

the work for the assessor, but the actual determmina-

tion of the assessment s the responsibility of the
assessor himself.

Several publications have been isued sinee 1956,
In that year the burean furnished assesors with a
Real Property Apprairal Manual for New Jersey
Assessors, giving standards for valuing various types
of property, and a revised and enlarged manual is
in preparation.  An anpual table of building cost
conversion factors is prepared for 50 districts in the
State and this is dlﬁlﬁﬂztﬂd. with other supple-
mentary data, to 2,200 registered holdess of the
Appraisal Manual, A Law Manual was fsseed in
1954 and revised in 1958 and 1960, A Handbook
for New Jersey Assepsors, to supplement the ap-
praial and law manuals and emphasize the admin-
istrative functions of the assessor, has been drafted
but publication has besn postponed pmding elar-
fication of the status of chapier 51, Laws of 1960,
The bureau issues, 10 times a year, a Local Progerty
Tex Bureain News which carries items of educa-
tionmal value and tmely interest on all phases of

L S e ]

asessment administration and which iz sent to about
2R asseszors and other municipal officals, et
Various occasional pamphlets and brochures abio
are

The bureau, in cooperation with Rutgers Uni-
versity Bureau of Government Research, sponsors
VATEOUS inservice training opportunities for assessors,
An annual school, of 4 or b days, is held at Rutgers
and there are also special courses, Principles of
Aseming I and 1T are ld-session courses held 1
night a week at locations throughout the State con-
venient to amesors, These coursss are repeated
periodically and it is estimated that approodmately
hialf of the assessars have taken one or both courses,
In addition, there are special group meetings when
needed, such as to explain the use of the new man-
ual material and related schedules, to instruct in
the preparation and use of ratio study data, and,
as after the enactment of chapter 51 of 1960 when
numersus meetings were called, to discuss the law,
the forms to be used, and other aspects of its ad-
ministration.  As noted in the Departrnent of Tax-
ation 1560 report, *“The im ce of these con-
tinucazs inservice training activities 18 emphasized by
the fact that ap]jm:imq.tel':,r 150 new psseseors take
office cach vear without any | recuirernents as
to expericnce or qualifications for their duties.™

Emphasis on complete revaluation by private ap-
praizal firms iz a notable part of the State's pro-
gram.  The Loeal Property Tax Bureau hae pre-

"8 te] Specifications for a Revaluation
ject” to improve the quality of the rarns and
offers its aid and advice to local units in dures
for setting up and carrying out revaluation, It alo
supplies a bist of finms which have done work in
MNew Jersey, but this does not imply approval of the
firms on the Llist. The State does not supervise the
work or check the appraisals made, The State
records show that 453 taxing districts had revalu-
ations during the period 1951 through 19635 | for tax
lists of these yeara). OF these units, 28 had 2 re-
valuations and 1 unit, 3. Tn mid-Apei] 1963, 31
additional professicnal revaluation projects had
been contracted for, with some of them in variows
stapes of comphetion,

The Bureau advises local units that an up-to-date
tax map is & basic tool of the assessor's office, funda-
mental to a revaluation program, and it points out
that the statutes require that al] municipalities, ex-
ciept townships with a population unsder 2,500, have
an up-to-date approved tax map. The Engineerin
and Railroad Tax Bureaw provides local units wi
information relative to preparation of such maps
and it examincs, = 13 revisions where neoeded,
and approves the finshed maps. Tt also maintains
& fle of all tax maps approved. A revised edition
of tax map specifications was ssued in 1961, Be-
tween 1950 and 1961, 179 local units lhad obtaised
new tax maps, and during the fscal year 1961-62,
the bureau approved 39 local property tax maps.

101



THE ROLE OF THE STATES IN ETRENGIHENING THE FROPERTY TAX

Egqualization studies. Under legislation of 1954,
the local Property Tax Burcau prepares each year a
“Table of Egualized Valuations" for certifcation to

e eommisioner of education for wse in the dis-
tribution of State school aid, The table gives the
average ratio of assessed valuee to true value of real
estate in cach of the 368 local taxing districts,  Bes
sides their use in the dstribution of a major part of
State school aid, the equalized valuations are used as
the primary basic for the apportionment of the costs
of county government among the constituent taxing
districts within the respective counties and to appor-
thon certain costs among taxing districts in consoli-
dated, joant, and n-n;mml schoal distriets

The average ratios are determined from sales over
a E-‘:,'I'.il’ '|:|r.11r.u:] Und:-l:r the Fn:u:rﬂun: fl'.'l[lm.rnd
gathering of data &5 a continuous process, The
county board of taxation, using abstracts of decds
from the county clerk’s office, records every deed
tramsaction en a form (in quintuplet) supplied by
the State. The forms arc sent to the appropriate
local asssssor, who adds identification data, a de-
scription of the property, the assessed valuation of
the vear the sale took place, and any comments he
may have on the sale. The assessor takes one copy
for hiz own files and returns the form 1o the county
board, The county board checks the form for
comnpleteness, takes a for its use, and sends the
remnaining copics to the State,  There, as explained
in the 1 report of the Division of Taxation,
« - o Mg 2 precauation against mbwse or misinterpretation
of sales data derived froon reporied rransactions, ke Locol

Fiy Tax Bureas gl ly sexeens all sales reparted

eing the fisc ended June 30, 19461, it

gcreenied and evaluated 132,560 sles, Tt also conducied
irvestigations which ineluded 59 379 questionnaires mailed
to mterested marties involved in the transactions and 23,-
155 Beld imvestigations by members of the boreau's Seld

stafl. Procedures have been established For excluding in-
appropriate transactions from the average ratio.

When the data are approved, they are transferred
14 !.!u:'l.lﬂ:‘uﬂrd!- for mechanbeal mpﬂ:uinn and
tabulation.

The annual report of the division gives the aver-
age ratio of asessed to true value of real property
for cach of the 21 countics and each of the 5638
taxing units. The 1962 table of equalized valua-
tions shows the county averages ranging from 16,23
to 851 percent; the range for the individual unite
was from 8,30 to 133,44 pereent.  The State average
declined from 32.74 percent in 1954, the first year
compiled, to 2786 in 1958, rose to 30.06 in 1961,
and jumped to 36.65 percent in 1962, The Siate
repart ]:ni.n!:: ot that in cnmpﬂﬁng :F@uﬂ:s from
yizar bo year, it must be borne in mind that nerer-
ous taxing districts have bad revaluations and
chosen new ratios of asessment over the years
atiidied.

Dietails bevond the average ratio for each unit are
not published for general distribution but detailed
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data are derived from the IBM metheds used in
compilation and six copies are made. One copy is
broken down by counties and material sent to the
appropriate county, and one copy is broken down by
municipalities and sent to the appr-:-pnah: local
assessors,  State stafl members, in their contacts
with assessors, urge them to uwse the material in
checking assessments and trends. Many of the
assessors do study the data and make regular wse of
thems in improving their work.

Postwar Property
Tax Developments

Postwar developments in the property tax field
cannot be summarized by describing two or thres
major changes. There has been a serics of inter-
related events and actions which, despite occasional
major highpoints, may better be described in a
chronological listing of changes and developrsents.

As early as 1945 one major step was taken when
the legislature provided for complete exemption of
intangible property from property taxation, follow.
ing the recommendation of a special Commistion on
Taxation of Intangible Personal Property.” Alsoin
1945 the legislature established 3 Commission on
State Tax Policy to engage in contimuous study of
the State and Jocal tax structure and related fiscal
problems.  This commission of seven members [one
senator, one assemblyman, and five members
pointed by the Gowernor), which was under g_
chairmanship of Prof. John F. Sly of Princeton from
1945 through 1961, has provided the Srate with a
eeriea of major tax studies, the most recent, the [0th
report, Bewed early in 1963,

Im 1946 there came one of a seried of recent couwet
decisions which had a far-reaching cffect on the
property tax—ithe Hidlshorough case. For many
years under the true value clavse of the constitu-
tion—
+ » » the couris had taken the positlon that it was the
eomatitutional duty of the assessor to walue property accord-
I.;}E L ies trise valoe, and |:'|'|_n.|: It was h-e-pnn.d. the power

wither the courts or the legislature to establish a remedy
for & taxpaper who had been nssessed ot nny valuation be-
low brus valus, whateser may have been the discrimina-
tory effect af such ssesment oo tm‘]_'!:m‘ﬂ with the
g;._-mgt—.gl lewel Bn gl codmsmamn ¢ elfect of the

rule was #0 gevers that the United Eqn'u:.l Supremes Coart
held it to be o viclatbon of the due proces clause of the

"Mew Jersy Commission on Taxatsen of Intangible
Peronal Property, Repost, Trentom, 1945

*The cntire scries has brem o valuable comtribution o
property tax lierature m well os o solution of New Jemey's
tax problems. Of special pertinence to the property tax
ari the Tallowing: Second Report, . Tecadion of Tan-
givle Persomal Property. I, Corporation Business Tax
[F5#5), 1947, Filith Report, Tazotion and Public Paliey
in New Jevrep, 1950; Sixth The Gemeral Proparty
Tar dx New Jersep, 1933: Ninth Report, The Goneraf
Properfy Tax in [958, 1958; Tenth Report, fecreaded
State Aid to Public Schooilr and Dinribution of the Cost af
Expanding Pablie Servicer, 19465,
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Federal Constitution where discriminations could be ghown
1o hawe been subsgantial and williul®

The constitutional comvention of 1947, alter con-
gidering a variety of proposals on the tax clauss,
macde irportant changes in property tax provisions,
With the approval of the constitution by the elec-
torate, e new lhons went into effect in 15448,
As described by the Tax Policy Commission,® the
major changes effected were: (1) Assesarment of
real property was no ]r_||1,5r.r mqm:"l':d “aecording o
ita true value,” but the standard of value was left
to the legislature; {3} requirement of assessment
asccording to some standard of value, and other
features of the constitutional provision, precluded
classification of real property for local tax purposes
such as had been done in the special taxation of
railroad property which was adopted in 1941; (3)
personal property was no longer required to be
pssessed according to tree value and became subject
to 'FHJE,EiHI: clasithcation by the legislature; (4] all
pmp:[Er tacees, real and nal, remained subject
to the old requirement of general laws and uniform
rules.

In 1953 the Commission on State Tax Policy is-
sued its Bixth Report, The General Property Tax
tn New Jersey. This study “was undertaken be-
cause of a long-held belief that property valuations
and assessments were marred by the grossest ine-
ecquities.  The study demonstrates and confirms this
beliaf; . . " Recommendations were for a four-

int program of asesment improvemnent: (1)

tablishment of workable jspessment districts—
the county; (2) installation of professionally quali-
fied, full-ime assessors; (3) requirement of assess-
ments biennially on an objective formula which
would produce the uniform standard of value re-
quired by the constitution and replace the historie
“true value” basis still in the laws; [2) provison
for new methods of taxpayer compliance 10 make
asgessment a conperative effort between asesar and
taxpayer. In addition, the commision renswed
earlier recommendations on personal property that
I.:u.t:linn. af I'mupthn]ﬂ gr_u:lﬂs .:|.1'||:] ];H-.nnn;ﬂ :-'I:fﬁ:t:;bg
abolished ; that inventories (raw materials, work in
process, stock in trade, etc.) be assessed at a stated
percentage of average book walue; and that ma-
chinery and equipment be asseszed at a statod per-
centage of its book walue allowing for normal
depreciation.

hile the legislature of 1933 did not enact any
of the commission's recomrmendations, it did pro-
vide for establishment in the Division of Taxation
of a Local Property Tax Bureau to pive assistance
to local assessors.  Such an agency was a step to-
ward the improvement of qualiications of pssessors

¢ Hillshorongh Fowmilip v. Cromoeld, 326 115, 620,
G Sup, Cr., 445, % L. Ed4. 208 (1986}, The oo
from Commdssion oo State Tax Policy, Nisth Report, p
12 See alss wol, 1, che 120

* Nindk B port, ibid, pp. 1-2.

asked by the commission. The burean might also
be conzidered some recognition of the commission's
comrment that the legal rs and duties of the
Division of Taxation “have become practically
Tman'ing]:ﬂ nsadar as Equ:lﬁti.m‘l ol asiesgments 18
concerned, sither at true value o any percentage of

true value,  There are many reasons for this failure.
Basically, the State supervisory machinery has had
practically no appropriation  for almest 20

|

vears. . The Division of Taxation, in its
budget request for the new bureaw, pointed out
that the burcau would be something of a pilot
project and if successful it work should be ex-
panded to provide trining and guidance for as-
semmsors, technical amistance, aseessmentosales ratio
studies, and other mids, The work of the burean
has developed steadily sinee 1933, as indicated in
previous eections,  Its initial ap?mprlatiun was less
than S100,000; costs in 1956-37 {excluding a spe-
cial appraizal project]) were $256,518, and in
1961-62, $405.483.

A State school aid gram adopted in 1954 re.
quired data on equalized valuations for all taxing
units, The Property Tax Burean was assigned the
task of conducting asscssment ratio studies and
developing the equalized waluations for certifica-
tion o the commissioner of edueation.

By 1956 the question of assessment levels lhad be-
cotne a pressing isue,  While the 1047 constitution
had opened the way o a change, no change had
been made n the stasutes and twee valoe emained
the I:Enl standard of pssessmment. A major test of
the existing practice of underassessment was before
the courts, and the legislature, possibly in anticipa-
tion of the decision, a constitutional
amendment which wﬂulggive the legislature power
to authorize the governing body of any municipality
to establish a ratio for Mself, This proposal was
defeated by the voters,

In 1957 the New Jersey Supreme Court rendered
Its decision in the Middietomrr cass [Swl'tz W, Mid-
diletoun Townskig, 23 N.J. 380 (1957} ), the most
important i & senes of cases over several years which
had ratsed the same issue,  In discussing the cass
the Tax Policy Gommission noted that the decisions
achieved the effect of the legislative remedy the
comrnission had propeaed and said: *

The desisicms of the courts, cubmimating in Sasdie v
Middletorwn Tommship, . . . will ke permanently slgnifi-
cant becaase they deal with equality of wreatmnent in the
distribution of the tax burden amosg separate axpayers,
rather than ‘equalization’ of the eotal e ol amone
taxing districtz.  The cases establish these vwo principles:

First: Equality of treatment under the tax law iz FuAr-
antesl 10 every thxpayer by State and Federal Constine-
tns—=whatever the stapdand—and where a choice must

be made hetween such equality and enflorcement of the
legal standard, tbhe cours will apply the rule of equality.

T Comenimion on State Tax Policy, Sinth Report, op.
gif., pp. 1537-138.

! Mew Jersey Commision on Swate Tax Poley, Ninth
Repord, 1958, p. 15,
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Second: The legal standard of scsssneat will be ene
forced by the courts at the suit of any taxpayer, and so
lemg aE |JII':-¢ stamdard is set by statute at L0 percent of the
valuation, the courts will mandate that seandard,

One notable aspect of the decision was the court’s
postponing the requirement of 100 percent assess-
aent watil Janwary 1, 1959,

The Commission on State Tax Policy issued an-
ather property tax re in 1958, in the re-
port was an invaluable guide for legislative deci-
sion. Commenting on previous proposals of the
commission, the repart noted that in relation to its
“Project 1—to improve the administration of the
property tax—great progress . . . but muech re-
rmaing to be done.”  Its other property tax projects
had achieved Less favorable results,  The immediate
assigrment of the commission had been a !-de of
the effect of the 100 percent assessment require-
ment under the Middletoan decision.  The report
analyzed alternative approaches and made recom-
mendations, The property tax recommendations
included: that the basic standard of true value
prescribed by statute be retained; that a uniform
standard of assesement be retained for real estate,
with all real estate assessed at ) percent of full
vtluation; that business machinery and equipment
be assessed at 40 percent of their valuation; that
business [including farm) inventories be assessed
at 10 percent; that household goods be exempt,
The commission also renewed its previous recom-
mendations for workable assessment districts (pref-
erably county), installation of qualified, full-time
amesmors, ete., pointing out that such proposals may
take on new meaning *in light of the adoption, upon
the commission’s recommendation, of the landmark
picce of legislation, known as the State squalization
law. . . . E[l1i= legialation, as administered by the
State Local Property Tax Bureaw, has created a
new environment for local pr taxation.” *

The legislatures of 1958 and 1959 held extensive
hearings on the various proposals, but took only
emponzing actiem.  In 1959 a law was enocted
to provide that an assessor would not be subject to
remeoval or other civil or criminal penalties by rea-
som, solely, of failure to prepare his 1959 assessment
roll at true value. (Similar laws have been enacted
for later years. )

T 1960, however, pressure for action became
stronger.  Governor Meyner, in his message to the
legislature vn January 12, gave special astention
to the pecessity of property tax legislation and pro-
pos=d that each county be permitted to adopt its
own level of assessmoent for peal property amd that
personal property be asessed at a percentage of
the real property level with houschold goods clims-
pated, if desired. The Governor also recomemended
professional training for assessors, statewide per-
formance standards and competent technical as-

" Ninth Report, ap. cit,pa 11
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sistance when needed, optional wse by municipali-
ties of county asssssors or of assessors serving wo or
more units, asscsment at 2- or S-vear intervals
rather than anmgally, and ication of municipal
tax rodls, A little later in the moath, on January
2%, the supreme court handed down a decision
(Fillage ﬂfpﬁl'd'grﬁdd Park v, Bergen County Board
of Taxetion, 31 N.J. 420) in which, as described by
James Amnold, Jr., the court expressed “unwillin
ness to ‘look the other way” when confronted wit
discrepancies between statutory requircments and
local assessment practices.”  Mr, Arpold said,
“There 8 every evidence that the court had con-
cluded that ]unEr:r delay could no lomger be
condoned. . .

The 1960 legualature, thus pressed into decision,
enacied chapter 51. This was to go into effect
in 1962, but has been postponed thres times, the
latest postponement, chapter 9, laws of 1963, pro-
viding that it go into effect in 1965, Chapier 51,
Laws of 1960, which incorporated some of the
recormmsendations of the Governor and of the Tax
Policy Commission, provides for separate treatment
of real and personal property.  All taxable real
property is to be assesied according to the same
standard of value, that standard being true value;
taxable value will be that percentage of true vahae
established by each county board of taxation as
the level to be applicd wniformly to all taxable real

roperty throughout the county, the percentage to
Ee a multiple of 10 percent, not less than 20 or
higher than 100 percent of the standard of value
[with 50 percent if the board fails to act)., Tang-
ble personal property wed in business shall be as-
sessed at fair value, presumed to be net book value,
determined on an accounting basis; taxable valwe
for other than inventories shall b= such percent-
age of fair valee as represents the commen level
of assessment of real property (as determined by
the sales ratio program ).  Business inventories shall
be valued on the basis of the average fair value and
asgeazed at one-fourth the common level, Farm
machinery, livestock, etc., shall be assessed at one-
fourth the level established for real property or the
level applicable to inventories, whichever is lJower.
Taxpayers will be required 1o file personal p
tax resurns, with substantial penalties for failure o
fle.

Chapter 51 of 1960 also authorized complete
elimination of the property tax on household prop-
ety at the option of the local units, and the cffec-
tive date of this provision of the lww was not poat-
poned.  As of April 30, 1963, it was reported that
512 of the 365 taxing units had enacted ordinances
eliminating houschold property from the tax base.

1 James A, Arncld, Jr., Neo Jerrey Property Tazes ond
Tax Classification, a report preepantd for the Constitutional
Convention Assockation, 1960, pp. 57, 34
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Also enacted in 1960 was a proposed constitu-
tional amendment, approved by the voters in No-
vember of that vear, authorizing a tax exemption
for senmior citizens. This amendment, as imple.
mented by 1961 legislation, provides a real estate
bax mmptignﬂn-:ll:dm ::r::fdd Hﬁ nnjmﬁdﬂnﬁz_ll
property owned and ocoupie ew Jersey resis
dents over 63 years of age, dnn!:?c'ilnd in Mew Jer-
ey for not less than 3 years, and having incomes
not in excess of 5,000,

Another far-reaching judicial decision  was
handed down in 1961 when in the Kenafs case (In
the Matier of the Appeali of Kenty 2124 Atlantic
Ave., Inc., 34 N.J. 21 (1961)), "the New Jersey
Supreme Court ruled that the ‘commen level’ of
assessments within a taxing district, determined
statistically from an averaging of assessment ratios,
could be used as a basis for granting taxpayer relief
on appeal from asscssments at a I:T;fher ratio. This
is another long step in the direction of judicial un-
willingness to condone uneven assessments and an
important one in the direction of making taxpayer
appeal from uneven assessments easier than they
have ever been before 1

Am the mmportant cases decided by the su-

e ovart i 1962 were Sienly, City of Newark,
38 N.J. 57 (19621, in which the court reaffirmed its
holding in the Kents case, and Swite v. Kingsley,
37 ["-’.f b6 {1962, in which the court upheld the
constitufionality of chapier 51, Laws of 1960. In
the Swite decision, the supreme court held chapter
51 wvalid in all respects, except that the provision
granting preferential treatment for farm real es-
tate was held to be uncorstinetional, The coort
overruled the earlier decision by a lower court that
had held invalid the provision that fanm machinery
and livestock be assessed at one-fourth the level ap-
plicable to business machinery and cquipment.

Farly in 1953 the Tax Policy Commission pre-
sented its Tenth Report, which made additional
property tax recommendations. Included in the
recommendations were: repeal of the tax on busi-

U Anmwal Report of the Diviston of Taxetion, 1961, p.
i‘E:nh}':r; addittonal comment on the Kends case, see vol.

mess inventorics, with the State paying the local
units annwally to the amount currently re-
cerved by them [rom taxaton o©f VeDLoFess;
standardize the tax on machinery and equipment
on the basis of a fixed valuation of 50 percent of
cost to the taxpayer and with aesessment at one-
half the ratio of the common level of real estate in
the district; place telephone and el oL
panics f under the utility gross recerpls tax;
make all railroad taxes State revenue, with replace-
ment revenue provided to the local units by the
State, such replacement revenue o come {Tom con-
tinued taxation of railroads and from ether sourees,
An ocutstanding feature of the report was the com-
mistion"s recommendation of a new, broad-based
tax, specifically a general sales tax, to provide the
revenme needed to camry out its recommendations
on the rty tax, on State school aid, on other
and to E.al units, and to give additional State
PUTpOss FCVENUS,

A number of iImporiant property ax rmeasures
were submitted to the 1963 legislature. By mid-
April one of these measures had been enacted,
chapter 9, which postpones umtil 1965 the
effective date of most of the provisions of chapter
51, Laws of 1960, The new law, however, com-
taing an wnwsaal isiom in that it requirss tax
retums for reseanch purposss. Chwners of tangible
personal property used in business must fle per-
sofial property fax returns on or before August 1,
1963, in accordance with regulations prescribed
by the director of the Division of Taxation, with
notable penaltics for delinguency.  The returns are
not to be wsed as a basis for taxation, but for com-
piling statistical material which shall be wed to
analyze the possible effects of the personal property
provisions of the 1960 law., Measures receiving
serlous consideration early in 1963 included pro-
posale for constitnbonal amendments io pm-.lid& a
dollar deduction, instead of assessed value exemp-
tion, for veterans and senior citizens, and to permit
aspement of farmland as farmland without re-

to ity p:m:'l:ltial value for other purposes.
ﬁﬁm proposals were enacted as mu?;imtinnal
amendments o be submitted to the electorate in
Movember. )
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NEW MEXICO

Mew Mexico has a direct interest in the property
tax, both because of its substantial use of the ax
for State purposes and of the notable share of the
total taxable valuation assessed by the State,

Organization for amsessing. The State Tax Com-
mission, consisting of three appointive members
who serve full-tinee, has general supervision of the
administration of the assessment and tax laws aof
the State. It is specifically responsble for the as.
sessment of certain types of property, for functions
ing a5 a State Board of Equalization including the
hearing of appeals from county boards, for super-
vising sale of property decded to the State for de-
linguent taxes, for directing installation of the unit
tax systern, and for advising and directing assessors
and county boards of equalization as to duties, ete.

Properties asessed directly by the commission in-
clude railroads, telegraph, transmision and pipe-
line companies, other public utilitizs not othervse
exempt; minerel property; shares of capital stock of
banks, trust and mortgage loan companies; equip=
ment of contractors customarily engaged in business
in more than ope county; and railroad car com-
panies. Tn 1959 and 1960 such property represented
about 45 percent of the total State valuation [in
1957 and 1958 it represented about 53 percent).
In addition the Tax Commission prescribes values
to be used in asessing grazing lands, cattle, and
other livestock,

Locally assessed property is the responsibility of
32 county assessors, The county assessor in New
Mescice is elected for a 2-year term and may be pe-
elected, but after semdng two seceessive termm he 8
ineligible to hold any county office for 2 vears
thereafter, The 1956 report of the State Tax Com-
mission said:?

Ancther constant source of inequality, ineffective meth-
ol and boss of taxakble values can be direcily charzed o
ouy syitem of very frequent changes in asessing officials.
WUnder our present system of shore terma foe all offfcers,
a tnx n=messor barely acouires a knowledge of his woek,
his assessable propertics and a proper equalization there-
af, in the shart time for which he i goalifed to seree and
is, in peality, disqualifed for further servicr at aboot the
time he reaches the point of becoming an efficient officer.
We would sirongly recomeend an amendment o oour
constitution which wouald permit of continoed seevice by
tax assessors, provided that proper menns for the removal
af incompetents be provided and that both close and
ample supervisory methods e seppiied,

v above paragraph is taken werbatim from the fifth
hisnnial report of the State Thx Commmbsion of MNew
Mexieo dated December 15, 1924, The recommendation

L New Mexmico Stade Tax Commdsslon 2130 Bieasmial Re-
port, Sante Fe, 19595, pp. 17-18
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in the fifth bierndial report is just 2a applicable in 1956
as it was in 1924, The peesent tax commissicn considers
Elﬁ.t_l]h.t ?-:ﬂ-.:r “'m’r:—,»]:;tw far SlnuI: m'l":;;:l;: gr L

cials, B & major £ in preventin rate ad-
rm'r-iu;ﬁ-:rn. xt bath the :wn:,;- and 5I:Ek bevels in New
Mexice, that should be pemoved.  The 1924 recoonimen-
dation to the legiilature is re by the present State
fax commisskon,

In 1938 the Tax Commission went further and
recommended complete centralization of amessing
in the State T;:dt?nmmhu&nn or wme other Seate
agency establia oF the . This wasu
as a practical approach F:jarpgndardindnn ?:j
equalization. The recommendation included ap-
pointment of all assessing officers on the basis of
gualifications set by statute with tenure and provi-
siom for removal only for cause, such tenure provi-
sioms to apply to the officers of the State agency as
well as those appointed to Jocal assessing duties, Tt
was suggested that the assewing officers be rotated
from county to county in the same manner as Suate
police are rotated . ®

Recent recommendations and action.  The State
Tax Commission has long been aware of the need
to strengthen the property tax and has taken some
action in this direction, with varying degrees af
cooperation by the legistature.

In 1949 the legislature “authorized the State Tax
Commission to undertake a general reassessment of
the property of the State and made an appropria-
tion o do the job. A private firmn of accountants,
the Dee Dopnell Grm, was hired to do the work,
Whether or not the job was well done, ‘the results
of the reasessrents program were not ;,u;c:Enq;l by
county fsseisors who continued using their own
valuations.” ™ * In 1936 the commission recom-
mended a general property appraisal and asked for
$500,000 to finance the project, with the suggestion
that “legislation would be necessary to avoid the
assessors casting aside such appraisals or valuations,
as happened in the case of the Dee Donnell sur-
wey,” * but no such app lation was authorized,

Mearmwhile, however, in 1951 the commission
undertook a careful survey of real property values,
not 83 & revaluation but as a means of detenmining
the Ievel at which property was assewsed.  [Some

¥ New Mexica Flate Tox Commaanen 224 Birnmral Ra-
pord, Santy Fe, |5.'|EI . &8,

o Iln.r.: o GEll, The Property Tar, Seafl Etn[:n-:'ur: ol the
TJoint Legislntlve Interdm Cosmimittes on Public Finagnes
1953, guoting Thomas H. Denaelly, The Goveramment
Nerwe Mexico, University of MNew Mexico Press, 155:
edition, p. 279,

P Mew Mexico Stafte Tax Commissdon, 2008 Biennial

Reporg, 195G, p, 15,



KEW MEXICO

of the results are noted below.]  Besides the level
of asesment the survey emphasized the need for
a svstern of basic records to be used in assessing.
To meet this need, the 1953 legislature enacted &
law providing for the installaton of a "unit tax
system’” in counties requesting it The unit tax
system, described as essential to sound assessment
and taxation, was summarized in the Tax Cormnmis-
sion'a 21at Report as consisting of: (1} maintaining
complete mapa; () identifving each parcel or unit
by ;: al description and code or serial number;
(3} identilying each parcel or unit on the tax roll
and ptleer tax records by number and by ownership:
{4) keeping a ledger card record for cach unit
which shows value af land and improvements, taxes
and asessments levied and paid, year by year, for
a pericd of years,  The system was designed to fit
in with varicus kinds of mechanical equipment and
to apply modern recordkeeping processes to the
asgessmient, levyving, and recording of ‘riy CAXES,
By the close of 1958, installations of the uwnit tax
systern had been completed in three counties, par-
tially completed in five, and well started in another,
and the Tax Commission noted that the installations
ire “meticulous, skillful, and technical work
ﬂ as ahstracting, mapmaking, surveying, codi-
fication for identification, as well as schooling
county officials tn  order to .'E.tqu[n!
cooperation,”

e 1955 legislature enacted seweral important
property tax measures which, according to a Tax
Commission memorandum,? “calle for an aggressive
progeam o equalize the assessment of property both
within countics and among counties throughout the
State.” The legislation included provision for mak-
ing the three members of the Tax Commission Tull-
tirme officials, whereas only one had previously been
on this basis, and directed the commizsion, as the
Board of Equalization, to require that all taxahle
tangible property be assessed uniformly in propor-
tion to value and to establish standards of assess-
ment o be followed by county assessing officers
The carmmission’s powers of review were alio broad-
ened.  Also sipnificant was the suspension for 4
years of the quadrennial assessment law, a proce-
dure which made reasssisment possible many year
up to and including the regular quadrennial assess-
ment vear of 1960, The Tax Commission in its
June 9 memorandum said it considered 3314 per-
cent af sound wvalse to be the minimwn value at
which property should be assessed and requested
each county to achieve this standard at the earlbest
possible time, The commission pointed out that no
funds for the reassessment program had been made
svailable to the State Tax Commission, that the
respondibility was therefore that of the counties,

laeal
their

* Memorandum of June 9, 1055, as quoted im New
Mrxico Tox Bulletim, October 1925, pp. 320-323,

and urged that proviion be made in the county
h;%ets to employ additional staff. In December
1956, in its regular biennial report, the commission
discussed the equalization program and said, " Prac-
tieally every county assessor has given increased
conscious effort to equalizing values in assessmenits
made during 1936, and the sitvation has been im=-
proved in a greater or lesser degres in many coun-
ties.” It went on to note that the cost and the
need for technical equipment were such many
counties peeded Anancial asistance and secom-
mended that the State undertake complete
reappraisal.

Sooner or later presure for improvement may
come from anather dicection,  Mr. [ack F, Holmes,
then Chief Tax Commisioner, in an article in the
New Mexico Tax Bulletin in the summer of 1961,*
reviewed some of the forward-looking recommen-
dations made by the Tax Commissions starting with
the first such commission in 1915, He pointed out
the discrepancy between recent in popula-
tion and economic activity and the rise—or de-
cline—in locally assessed property and said, “One
can only asume that this great increase of corporate
values which provided so much of the tax base for
local government operations must have caused the
local amemment cffort almest o disappear.™ Hea
concluded with the pertinent obeervation:

When New Mesieo municipalities be o into
serious difficulies in the mi'd.r!g"ﬁ{l'l, the E.LIE m;‘;: ey
o haltheareed attempt Lo encourage municipalities o give
zagistann: whers pru:[d'irq Ioscal assessors enbght have
helped.  The route taken was to apply for and receive
stafutory sistharization for muni:irfmlp]ultl. Lixei,

If, &= wome claim, the State agalm is in & Snamos cTiss
invﬂivi.ng sthools and local wnio of rument, thers

woald seem b Be twe alternatives, First, the State can
continue as it has been to increass the peree of
funds derived by State taxation and administrative efort,
and then apportos it back to the county and schoods, O,
eecond, it cam move to bolster locally derived revenues.
In this case [t woald intvitably have to remisd the bocal
units of goverpment, that they must d much more
energy on the ty tax and that they must seek to
nchieve samse of those goals and practices detailed in 1915,
in the fist report of the tax comemisalon,

Level of assessment. The State Tax Commission
made a survey in 1951, wsing a 10-percent sample
in 36 counties, and found that the average assessed
valuations in individual countics at that time varied
from 11 percent to 61 percent of the appraised
values and the average of the sample in the 26
countics was one-third of the appraised value. The
Tax Commimion said in 1956, “In mest counties
the assessors, despite the fact that prior to 1955,
real property was required by law to be valued and
assessed at full market value for taxation purposes,
determine the assessment ratio entirely independ-
enthy of all ether countries"

* Jazk E. Helmes, “The Property Tax in New Mexics,
Orphan and Whipping Boy," New Mexdeo Tax Bulletin,
Summer 1961, pp. 535103
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THE ROLE OF THE 2TATES IN STREENGTHENING THE PROFPERTY TAX

From 1933 to 1953 the New Mexico statutes pro-
vided that real property assessed by the counties
ghould be "assessed and valued at actual market
value”  But, as indicated above, this was not fol-
bwed In prm:hu:t In 1955 the legislature sus-
pended the pn;n.munn for assessment at market value
while retainin Ipt'crnrmnn that property should
be valued at the full actual value, and it delegated
to the Tax Commision the rﬂpl:rnmlnlll;r of de-
termining the assessment ratio for varous classea
of property. The commission put the ratio for real
property at 3314 percent, the level found by the
1951 survey to be the actual averags, and requested
all the counties to conform to this ratio. In early
1956 the ratioa reporicd by the counties ranged
from 12 to 4} percent, with some waorking toward
the 3314-percent goal, others to an assessment goal
of 2% percent of actual value or less,

Finaneing. New Mexico appears to be one of the
States where a Tax Commission alert to weakness
and willing to attempt Mmprovement is hampered
by lack of funds. While the unfortunate experi-
ence of the 1920 revaluation could be cited, even
basic needs, both State and local, were inadequately
supported years later.  The Tax Commission's 1956
report, after discussing the “chaotic condition” of

riy taxation in New Mexioo, gave as one of
the reasons for the condition the lack of funds, say-
ing, “The asesor's office very often is relatively
more underfinanced than any other in the court
house, . .. nor is the tax commission helping very
much in the situation. Tt lacks the funds to employ
qualified personnel to guide and asist the county

1:1'

" Mew Mexico Simle Tox Commismion 216 Biemndal
Rrport, 1556, p. 0.
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In 1958, in connection with disewtsion of State
assegsed ety, the commission ried, “The
commission, under statutory authorty, can hln:
engineers and other staff that it may
BVEF, . the commission has not ]:% m-'a.dnblﬁ
!-l.r.l:'rh:l-l:hl! :I'uml'l for the employing of needed staff,’” ®

Taz Study of 1962, In D'l:':-'."l:l:lbl.‘-]‘ 1962, an In-
terit Joint Subcommitter of the Legislative Finance
Committes submitted to the legislature the results
of a study, begun early in 1961 on the State’s reve-
nue structure and variows related matters® The
study included a section on the property tax, on
which it based a series of recommendations.  In-
cluded in such recommendations were: adopt a con-
stitutional amendment which would be specific on
legislative authority to clasmily property for tax

and to exempt certain classes, with sub-
sequent action by the legislature to exempt selected
classes, such as machinery for and de-
wj-nprqmr, and household property; relate veterans
and head of family exemptions to full value, rather
than assessed value, of property; assess land and
improvernents independently of each other; adapt
reproduction cost new as the principal method of
evaluating improvements uniform ratiog of
assessed value to full value throughout the State;
provide an tm:pu.un to the wniform ratio mule fm.-
mv'l:ntnﬂﬁ, get a limait to the ameunt a tax levy iy
be increased due to increases in astesscoent ratios:
and -replace —seffl - asessment of —real-and - personal
property with assessment by inspection, and peassess-
ment at least every & years.

'f’:mnﬁm Staty Tax Commdnion 224 Biennial Re-
lﬁ}"ﬂflnﬁmd for Improoing the New Mevico Revenus
Syrdem, & re with recosnmendations o the 1965 Simie
|-ll-"E|IJa|.1.Irt:, we Structure Study Committer, an
Tnterim Jomnt Subcommitice of the Legislative Finanoe
Commities, Santa Feo, 1962,



NEW YORK

In recent years the State of New York has made
comsiderable ess at the State lovel in at least
two arcas involving real property assessmenis:? it
has developed and refined systematic procedures for
interares equalization of asscssments, and it has
enacted and improved laws designed to provide the
taxpa with an in nsive method of proving
i ua:riﬁ- ol a:mﬁ on individual parcels.
ﬂ of these developrments have resulted directly
frem the creation in 1949 of a tem commis-
siom, the State Board of Equalizaton and Assess-
ment, The commision was assigned the specific
task of reviewing and revising State equalization
rates, It was also given sufficient funds to assemble
and train a professional staff to accomplish this task,

The need for reliable State equalization rates had
become imperative with the adoption of a conatiou-
tional amendrment in 1940 providing that the con-
stitutional tax lmits for localities would be based
on the full valuation of taxable property within the
localities rather than on the assessed valuation. At
that time, it was generally recognized that the State
equalzation rates being established by the State Tax
Commission did not accurately reflect the full
valuations.?

The State Board of Equalimtion and Assess.
ment commenced as soon as possible to make the
market surveys upon which all sound equalization
programs arc based; but first it had to organize
and recruit the specialists and staff needed for de-
veloping the principles and procedures which would
be wied for carrying out the fieldwork.

* Personal property has been exempt fram ad valapem
taxation since 1935 (ch. 470, New York Lows of 1535).

¥ There are o number of related reasops. Since 1928
{when the State property tax was repealed ), State equaali-
#ation rates had not been a part of a State revenne poo-
ducing sctivity ) thas, sccording 1o the 104 annwal report
of the State Tax Commistion, with the depression and
ecomomies in governmentzl expenditores came curtnilment
in equalization activities which were not involved in the
production of State income. The result was that
formance of fieldwork and assembling of sgualization m
were distontimued and reliomce was had on isflormation
valumtanly famished by tax districts. Rapid postwar
imerenses im market valoes withaut corresponding incresses
fn asessed valuations had made the State equalization
rates, which remalned an the whole un ed from the
prewar years, woefully cutdated. Far & discussion, see
Bosalied G, Baldwin, “Property Tax Updated," Natiomal
Municipal Rewiew, XLIV, No. 10 (Movember 1955), P
512 f.; Hebert F, Kimer, “Introdection to the Heal
Property Tax Law," 494 McEnney's Cengel, Laws of LY.
(1960 ed. ), pp. =xx—xxxi, The latter article contalng &
sueant history of equalization In New York.

Organization and Personnel, State Board
of Equalization and Assessment

The State Board of Equalization and Assess-
Inmk:,caﬁdlﬁsinln ﬂf[}t:m Office of Local Gﬂwn;fm:]:lt
in t xecutive Department, s composed of the
Commissioner for Local Government and four other
members appointed by the Governor with consent
of the senate.  An executive director, who must be
in the competitive class of civil service, heads the
division and is respomsible to the board for adminis-
tering board functions. These functions, in addi-
tion 1o establishing annual State equalization rates,
include making i franchise  asmessiments,
approving assesments on taxable state-owned lands,
training and assisting local assessors, and establishi
railrcad ceilings for railroad real property. This
study is concerned only with the nization and
personnel required to establish equalization rates,

Croe hundred employees are currently doing the
work necessary for establishing equalization rates.
Most of them serve divectly under either the Direc-
tor of Equalization or the Director of Research and
Statistics,. The quantity of work demanded of
board staff is indicated by the fact that 1,545 rates
must be established for cities, towns, and will
{62 cities, 932 towns, and 551 villages), In adit
tion, about 700 special rates are fixed for certain
school districts, for counties, for mailroad ceilings,
and for asesaments on state-owned lands, It s
catimnated that in Ascal 1962-63 approximately
26,170 appraisals will be made {21,235 were made
for the fAecal year 1961-62) and about 200,000
galed reports will be anabyed (196,000 were ana.
Iyzed in 1961-62) in commection with the current
equalization study of assessment levels in the various
amessing units, In addition to the roundly 100
full-time employees engaged in equalization work,
41 employees ing executive (3), legal (7,
adminstrative (8), data processing (17), and sta-
tistical services (6) spend probably ene-half of their
trme on alization,

Maintaining the egualization p is rela-
tively costly: $595,785 was appropriated for the

ear 1062-63 and over $1 million has been requested
or the year 1963-64. Of the amount appropriated
for 1962-63, $799,153 is for personal services,

Interarea Equalization
Methods and Uses

The method used in New York for equalizing
interarea asemments calls for the establishment
cach year of a State equalization rate for the as-
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sessment roll of each city, town, and village and
for the aggregate rolls of each county.® That is,
the State agency responsible for egualization is di-
rected to ascertain anoually the percentape of full
value * at which taxable property in a IEm.a]Etg.r is
being assessed, and this percentage is the State
equalization rate for the locality, ﬁ: cffect, all tax
districts in New York are covered, since school and
other districts which levy ad valorem taxes use city
and town assessment rolls,

State equalization rates were frst authorized in
I1B5Y for countywide we only, the purpose being to
provide an equal base for apportioning State prop-
erty taxes among the counties, In 1912, provision
was made in the law for a State agency (at this
timer, the State Board of Tax Commissioners) to
establish an equalization rate for each city, town,
and village in the State. This was necessary in
order to place Btate assessed but locally taxed
cial franchise assessments (amessments of public
utility property in public places, including the right
to use and occupy the public places) on & panty
with asgescrents made |:|-'|.I boral amsesmnrs !

Although State equalization rates are no longer
wsed to apportion a State property tax, which was
abolished in 1928, at least 30 statutes prescribe their
use for 5 types of purposes.  The enumeration of
the five types demonstrates the significance which
interaren cqualization can have. Furthermore, it
becomes readily apparent how essential it is that the
rates be statstically reliable,

1. Appostionment of Slate md fo localilies.
Ever since 1926, Sate equalization rates have been
a facter in formulas allocating State aid to locali-
tiea. Im recent vears the amounts of these State
grants, particularly grants for education, have in-
creased greatly; concomitantly, the importance of
Et;.tz {=r|l|r.a|:im!5r.|n rates l:n]m‘z] vnits o Enw’:mmznt
and the State has grown. For example, in 196263
about 500 million was granted by the State o lo-
calities for education alone.®

" Cinkes, towens, and villages comprise the assessment dis-
irict, exeept Tor Massao Cowsty, which asseses for ftesdf
and i toowna and schoal disericis.  Villages have the
tion of wsing tows asesments (in Naasne County, fl:
comnty AEtEment ),

fFul value'™ has been defimed e ke market value or
that sum which o willing buyer would pay n willing :-:"Ill.-::r
for the property in o normal market. Paorkfin Operaling
Corp, v. Milder, 287 N.Y. 126, ; :

" Under the Special Franchise Tax Law nrlg]-::;lli
enacted in 189 [Laws of 1899, ch. 7127, the Stote T
had na Euwtr to equalize the special franchise assessments,
alibough the low provided that the assessments must be
placed on the local roll apd tased mm the zameo mammer &
other property.  The coarts held thae the only remedy for
alarming equality wai by & coart peorceding, Peapls w.
State Bogrd of Tar Commirdoners, 196 NY. 59, M.E.
581 ﬁrﬂl’lﬂ} + Peaple v, Stafe Basrd of Tar Commeirmonars,
2NV A2 0B M.E. 525 [1014).

* Echocl aid is the only major grant related to assessed
valuation.
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2, Determination of constitutional Hmitations on
local taxing and berrooing powers.  Under State
constitutional amendments adopted in 1949 and
1951,7 limitations on local property taxes and on
the amount of local debt are based on the full valu-
ation of taxable property in the locality (the as-
eeseed valuation divided by the State squalization
rate]. The effect on local taxing and borrowi
powert of using full valuation sather than assese
valuation 15 illustrated by the fact that the state-
wide average ratic of asmessed wvalue to full value,
according to 19538 State equalization data, was 66
percent.?

3. Determination of special franchire arsessments,
railrogd property assiiment celings, and aness-
ments of taxable Slate lands. In New York, the law
clearly directs the board to equalize State assess-
ments with Iocal assesements.  Special franchise val-
uations made by the State board, that i, valuations
of public utility tangible property located in public
places {sueh as telephone ]:H:Ea or powerlines) and
the intangible value attributed to the right to use the
public places, must be equalized by application of
the [atest State equalization rate for each locality
in which the property i located before they are
entered on the local asesmment roll? Railroad
ceilings established by the board for railroad prop-
erty located in each locality are equalized in the
same manner.'? Some lands belonging to the State
are made taxable by law,  As to these lands, no local
asgessmient s valid until it has been approved by the
State board, and the board is given the duty of
approving only an assessment which is “in such an
amount as will place it at the same percentage of
full valuation as other taxable real property in the
assessing unit” M The State board wses the data
obtained for the State equalization rates to measure
the percentage of full value at which other property
is being assessed in determining at what amount it
will approve the local assessments of State lands,

. Apportionment of laxes of schoo! end other
districts locafed in more than one city oF lowmn.
Where a school or other district s located in more
than one city or towmn, it uses the assessed valuations

TArt. 8, gees, 4 and 10, New York State Constitution,

"The preciss elfercs carmat Trstasuresd use the
lisnbteticni are baied on & 0 averape al [ull valua-
tions. However, the statewide estimate does Indicate that
the taxing and borrowing powers have been expanded.

"The 1953 State cquahzation rates, not the latest rates,
must be applisd f5 any portion of the special Franchise
mwm which was & far the year 15953

erty Tax Low, sec. :

Sec. 16<b and 16 of the Tax Law. A railrosd ceil-
ing is not an asssament bat a base for determining the
extent to which the properiy of a railroad is exempt fnom
taxation. However, zinte a local assessar cannot pat an
amount greater than the coling certthed to him by the
State board om the taxable portion of the roll, the celing
iz thie amseszment if the assewsment made by the local as-
sexzor 15 greater than the cedling,

" Hreal Property Tax Law, soo. 542,



NEW TORK

of parcels in the district as shown on the aseessment
rolls of the cities or towns in which the parcels are
lscated.  Thus parcels within the saime districts are

bly amessed at diferent levels of full valuwe.
The law provides for equalization among these par-
cels by use of the State equalization rate for the
cities and towns invalved.*®

5, Foidence on issue of inequality in judicial pra-
ceedings to remne an acessmend. Under a stato-
tory  amendment enacted in 1961 the State
equalization rate established for the assesement roll
containing the assessment under judicial review may
be introduced as evidence on issue of whether
the assessment is unequal. The possible effect of
this law on taxpayers' remedies for inequality is dis-
cussed later,

The uses discussed thus far are ibed by the
comtitution or by statute. The e rates estabe
lished by the board since its creation in 1949 have
had collageral imfluences, For instance, the rates
are apparently used by most counties for apportion-
Ing county taxes; * inequities among asessments on
individual properties, which the market surveys
made by the board show exist, have recsived the
seriowus attention of public officials and citzens and
many localities have undertaken revaluation pro-
E'I'd.l:l'll.“'

Interarea Equalization: Principles amd
Procedures ™

The common standard prescribed by Mew York
law for comparing interarea assessments is the “full-
value" at which taxable real property is being
assessed,  Full value has been corstrued by the
courts to mean market value {or what a willing
buyer would pay a willing seller) in & normal
market,

In determining market value or full value for
equalization purposes, the State board uses an aver-
age of the market price levels for the years on which
the latest two biennial survevs have been based.
In each market value survey, price levels for the
same year are used in each city, town, and village.
This means that in ascertaining the ratio of asesed
value to market value of property on assessment

B Cee, for axam the: provision for school distrets in
ser. 1312 of the Ren Property Tax Law.

"HReal property tax law, sec. T20(3), a5 amended by
chi, 387, Laows af 1961, K

*Sgate Board of Equalization apd Asseszmont, Prin-
cipfes ond Pracedures Used in Establirking Stale Equafli-
satiom FHates, Febhroary 1961, p 4; Kilmer, o, oit., p. xxix.

" Baldwin, af. eit, p. G514

* hinsr of the information on the principles and pros
teclures of the board was abtainsd from it boo
Principles and Proceduses [Tied i ledﬁ!l.‘lhi'qal Staie
Eguatizernon Hater, op. £, contalning articles by Resa-
lind . Baldwin, executive diesctor: Arthur L. Bergres
director of squaliztion; and Sereue] J. Stein, dirsctor

research nnd statistice

rolls for the current year, the market value of the
property iz hased upon |.'||,']|:|: lenpels phE'i.'E.ltl!‘ll in at
least pwo previcus recent YEars.

In 1954, the frst vear in which the board accom-
plished a eomplse revision of State equalization
rates, the average of market price levels in cach
locality for the vears 1949 and 1952 was used as
thie basis for full walee

The board continued to use the same period price
levels for the equalization rates established for the
years 1955 through 1958, In 1965, a statute pro-
posed by the State board was epacted which re-
quired the board, as part of its equalization pro-
cedure, to sampls at least once o every 5 years
“the ratio of assessments to market values for each
major type of taxable real property as of the same
date or period of timee n all eities, towns, and
villages.™ **  Therefore, since no market study had
been made since 1932, 3 pew market stedy was
made as required by the new law as of 1957 price
levels, For asscssment rolls completed in 1959, full
values were predicated upon a simple average of
1952 and 1957 market price levels. The same price
level years were used for 1960 equalization rates,
except that triple weight was given to the 1957
levels in order to bring the full values to a more
current basit. The experience of the board with
the 1957 market value survey convinced it that
statewide surveys should be made more often and
the State as a matter of policy has since followed a
biennial survey cycle.  In 1961, when the boand was
in the proces of completing a market survey based
on 1959 market prices, the executive director of
the board, Miss Rosalind G. Baldwin, in describing
the future plans of the board, said:

Barring abmormal price tremds, s each new survey is
completed the mew survey data will be combined with
in!'l_:-u'mal:ln:n from the latest preceding marver, and in in-
terim years between the completion of surveys, extra wekglt
will b given ta the latest data, I unusual market cop-
ditions shauld develap, the beard would undoubtedly vasy

this patiern in crder to use the market value information
in a way that would refiect its opindon of fall valise under

those conditions.®

As planned, the equalization rates for 1961 as-
sessment rolls were based on the average of 1957
and 1959 market studies. For 1962 assessment
rolls, the same price level years will be used with
triple weight accordsed 1959 data. A new cycle
will then start for 1963 rolls, at which time 1961
markest data will be available, and these data will
be incorporated into the rate together with the
1959 price level data wunless the board is of the
opinion that the data reflect abnormal price trends
ar the board I:J'JI.I'I.EEI its Prhul;ndu.rﬁ.

" Real Property Tax Law, sec. 1700, The results of
the markes surveyr are made public records by the law,
which mearn thai EIIEE:‘: available to anyone for study.

# Booklet of State rd af Equaliztion and Assess-
ment, op. cit., p. 12,
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THE ROLE OF THE BTATEZ2 IN STRENGTHENING THE PROPERTY TAX

Both sales and appraisal sampless are wtilized in
each market survey. Sales ratio studies and ap-
praial sample ratios are made only for major classes
or types of property on the roll, and the equaliza-
tion rate i ultimately baged on the cstimated ratio
of asemed i market 1.".||]u.ns o the n.rn]:|m;] ¢|.;|s:|':s.
In no imstance & a ratio estimated for a class with-
out an appraisal sample,  Sales data are wsed where
available, but are pever wwed alone. In other
words, appraisals of parcels in the sampled classes
are always made,

At present, the board wies 15 classifications of

perty, based on the uwse being made of rJ'|=|=.-|:cn.-l|;:‘|c
erty.” The actual selection of the parcels to
appraised is made in the following manner.  Each
parcel on an assessment roll is classified into 1 of the
15 types. A table is then prepared showing, for
each class, the number of parcels, the total assessed
valuation, and the percent of the roll represemnted
by the asessed valuations of that class.  Sample
]:a.n;l:-ls. 1 r.]aw_‘ which mprutnt a erunbaned total
of at least B0 percent of the tota] assessed valuations
on the assesment roll are appraised, ™

Rules have been developed for determining the
gize of the appraisal sample for each class of prop-
erty. Under the rules, the number of parcels de-
pends upon such factors as dhe total number of
parcels on the assessment roll, the ion of the
total roll represented by the das of property being
sampled, the number of parcels in the class, and the
number of sales in the sales sample for the class.

Omnce the size of the appraisal sample has been
fiwed, the particular parcels to be appraised are
sebected by deawing random numbers which refer
to a page and item nurmber on the local assessment

“TlIEF are: farm, vacant roral land, single-family res-
dence, estate, T« or J-family Hlence, apartment, come-
hination, ssasonal residence, residential vacant land.
camreercial, seasonal resort, industrial, commercial or ine
dussial vacant land, forest lnnd and miscellapsous.  Some
elasmsfications are nibdivided into rties with nmessed
valuations of weder and over 3500 and other sub-
clamsfications ars uind whess nﬁ:rnpnw. )

¥ The uniampled portion the roll (which may be
as much as 20 percent of ihe roll) generally consisizs of
numercas classes.  The boand, in effoct, asames chat the
unsampled classes e the averagpe ane arssed At appros-
imately the same level as sampled classes) in any event,
whenever information ndicates that the m&ﬂd{lm has
not praduced & ressonalble estimate of wnsampled ©
sdeiticnal classes are samplesd. The research staff is
I‘-"I'ﬂﬂﬂﬂﬂdﬂ‘-'i'-‘-“'jﬁ! alternative procedures for treating
UNSAD classes which wounld permit an F:-lima.l:e of their
market value without undertakin Hmhi.l:ulﬁvr]r th].lrlhﬂl'c:

i E;um:,- heing examinsd ls

additional B D i
apocintion Of Jacticalar uneampltd class with skmpled

ilassii or groaps of &

2 Far example, the number of appraisals possible
under present rules for any one class I;Pmp-erl:r '-IE‘:I-.
This would occur for residential pro in larpe cities
and iowns when ihere are more than 200000 parcels of
property on the roll,  Im these mtuations, there are always
several hundred or more usable sales. If sales and &
rmm] samples da not agree, lurther appraieals sre made,
{ necessary, bo ssotrtain the mti lor the clas

112

roll.** Those parcels selected are then identified
on the assssment roll, and & description B made
which includes the assessed valuation., The aver-
age assessed valuation of the selected parcebs is then
El:lm'ﬁm'rd with the average assessed valuation of
all the parcels in the class, and if this average is not
within 20 percent of the class average, other parcels
are substituted at random untl the 20 percent
vardation rule is met. Thiz procedure tends to
locate the estimate of full value i that portion of
the megression line where the standard error of
estirnate iz smallest.

The board appraiser who 15 assigned to appeaise
the s-clrittﬂdlpmtrf.h studies local value conditions,
using the sales information previowsly gathered by
ihe Em.rd'a staff and information obtained from
local appraisers and others in the community with
knowledge of local market values. The appraissr
physically inspects each parcel in the sample and
collects data relevant to the market value of that
particular property (comparable sales net rentals
where appropriate, and reproduction cost less de-
preciation),  He then considers these data together
with local value conditions in making his final
estimate of market value, The appraisals are re-
viewed by a senior appraiser, who alsy conmults with
loral officials on the walwe |.1|:.|:r|-.|:] on each :|:|a.|_'|::1':]!l
excepl that, in the case of complex industrial and
utility properties, the review is made only upon the
request of the locality, As previously mentioned,
the appraisal sample for a class is compared with the
sales sample,

Sales samples are compiled in the following
manner. County recording officers are reguired by
law to furnish assessors a monthly report of all trans-
fers of real ty which were recorded during the
previons month, In turn, the assessors, within 15
days after receiving this report, must send a report
nf th:r. tmnsl'ml t.ngclhgr with 5|||.-|:h other informi-
tiom about the ies as might ke required by
the State board, to the board.  (5ec, 574, RBeal Prop-
erty Tax Law.) The form presently furnished re-
cording officers and asscssors by the board calls for
information as to the tvpe of the property [res-
dential, industrial, commercial, et ], facts relating
to whether the sale is bona fide, the assessed valua-
tion and data relating to the consideration such as
the amewnt of revenue stamps, assumed mortgages,
or consideration expressed iI'LFﬁI.t' desd. Sales WEEEJ
do not appear, on the basis of the assessor's report,
to Be open market transactions are imenediately
eliminated, Those sales for which the asscssment
on the last roll completed '|:|ri.-r.-1' to the transfer do
not reflect the vl conditton of the property
at the time of transfler are also eliminated, as
are parcels subject o exemptions and {ransiers in
which personal property was included in the con-

= The random sumbers currently used are contained in
Hand EuEpa.. A Mitlion Random Digits;, Free Press,
Glencoe, IH. {1955}



NEW YOEK

sideration.  For the remaining sales, questionnaires
designed to elicit the actual sales price and any
special conditions attached to the (such as the
inclusion of personal property} are sent to the pur-
chasers.  Forty to fifty t of these purchasers
are presently returning 3: cuestionnaires,  If fewer
than five sales are confirmed by the questionnaires
for any class, the sales sample for the clas will gen-
erally not be used in computing the equalization
rafe.

After the appraisals are completed, the ratio of
assesied 1o market value i compuated for cach class
of propesty sampled.

Where the class has more than 100 parcels on
the roll, as i usually the case for farms and 1-family
houses in most localities, a regression catimate is
generally used in the computation.™  If, however,
the class has less than 100 parcels, the market valae
ratio used B a weighted average (the sum of the
astesied values of the sarnple parcels divided by the
gurn of the market values of the parcels}. Where
the class containg properties with wide ranges in
v'aluzl such as puh]in". |.|.I'.i.|5|:g.' perly or induistrial
property, a weiphted sverage imitead of a regresion
estimate 15 used even though the class has more
than 100 parcels on the roll.

If a usable sales sample is available for the class,
a market value ratio [ either weighted average or re-
gression estimate, depending upon the class) is
computed for the class om the sales data, This
ratio is compared with the ratio derved from the
appraisal sample and, if the difference betwesn them
iz less than 15 nt, the sales and appraisal
eamples are considered to be i sabstantial agree-
ment.  In this event, the market value ratio for
the class is compated on the basis of both the sales
and appraizals by using cither a rerression estimate
or weighted average, as the case may be.

I the difference betwesn the sales and appraisal
ratios 5 more than 15 percent, the apprasal and
sales data and general market trends are analyzed
ggain, the questionnaires returned by the purchas-
[ 0s I'EI'.":Il:ilI'I.'IiI:'II'_'lIﬂ, and asmeimenis on ]'_la.n::da. i.T.|
the sales sam are checked in the feld by the
board’s staff., If fewer than five confinmed sales
remain after the further check, the appraisal sam-
ple alone is used provided the appraisal sample
market value estimate bears a logical relatonship
to market value trends for the locality.™  If a usable

BA Yyegresslon estimaie™ estimares the market walue
af & class an the basls af the relatiembip between sales
prices or approised values IASEELTIRETINS ilu‘l:‘mmdn:i
samuple pamcels, as wrlllu by 1the mamber of parcels
agsizeted valae in the entire class,

- ary exceplioen,  Unconfirmed sales are used
whenever it B found that (&) there 1§ & large difference
between the ratios indicated panfis salez and ap-
praizals which does mot exist w uncoalirmed salis are
added to the sample, or (&} the indicoted markes valise
trtr_ld betwesn the prior and current surveys 8 moes
logical when the sample mcludes unconfirmed aales.

mumber of confirmed sales (five or more] result
from the check but the sales and appraisal ratios
still disagree, additional steps are daken until 1t
iz 1:}]::.I¢Thar the mﬁﬂn.]mi:r:']u for the Emt;lian
reli gs possible; sales appraisal data being
gathered for the next survey are ined; in cer-
tain cases (as where the later sales and appraisal
data for an earlice or later survey substantiate the
sales sample) new a isals are made, and again
market trends are analyzed to test whether the sales
and appraisal ratios agree,

Omnee a reliable market value ratio has been
ascertained for each sampled class, the market value
for each clas is computed [the assessed value is
divided by the market value ratio). In fnoding
the market value estimate for the roll as a2 wholbe,
each clas sampled 15 weighted in accordance with
its estimated market value [the total asessedd value
-l:n.E]aIl sampled classes divided by the total market
value ).,

Since the equalization rate is based on the market
value levels of 2 survey vears, the market value
for the sampled classes is computed at the level of
the previoas eiual'::atinu survey by dividing the
total assessed value of these classes by the previous
merkel value ratia for the l-jt.'a.]il}'. The :q‘ua!iﬂ.-
tiom rate is then obtained by dividing the tofal as-
sessed value of the sampled classes by the average
of the two market values for the classes,

The resulting equalization rate is adjusted for
any changes in the level of assessment which may
have occurred in the vears since the completion of
the roll which has been classified and used in the
market survey,™

The procedures outlined above are used each year
to ascertain a State equalization rate representi
the level of asessument in each city, town, and vil-
lage in the State,

Review of Assessments for Inequality

The recent development in Mew York of 2 good
equalization program has mmproved the chances
for a taxpaver to discover whether his assessroent
is substantially out of line with other assessments.
Local publicity given the State equalization rates
and the studies on which am based is bring.
ing variations in assessment, both ameng the variouws
classes of property and among parcels of the same
clasz, to the attention of local property owners,

In addition to knowing that he is unequally as-
sessed, the taxpayer needs 1o be able to prove it
Mew York has no statewide systeen of administea-
tive review of asesments at the county level, and
ne State board o which appeals may be camied.

= Changes in level of asssssment are Encreases o di-
creases N assossments on previously nssesed pEoperty
1-']1.i:;|1 are made by assceacos for any reason other than
physical changes in the property or changes in the -
it-ﬁmwmi 1 propesrty
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THE ROLE OF THE STATES IN ETHENGTHENING THE PROPERTY TAX

The law provides for the hearing of complaints by
local boards of review (see, 512, Real Property Tax
Law); which commonly means the asessoas, als
though there are some ex officio boards, and some
cities and a few towns have meparate reviewy bhaards,
Appeal from this local level of review 10 8 judicial

roceeding in a supreme court with a trial de novo
rR-E:tl Property Tax Law, art. 7}, Proving in a
court of law tE: ratic at which all other property
im & city, town, or village is being assessed obviously
can inviolve large expense,

In an effort to case the taxpaver’s burden re-
garding incquality in these judicial proceedings,
the Now York Legislature has recently enacted and
improved several provistons intended to facilitate
proof of inequality.

O of the laws, the so-called “Haollowell law,"
enacted in 1950,* makes it ihle for a taxpayer
to recoup expenditures marﬁ to prove ineguality.
Under the law, the taxpayer may demand that the
locality admit that the percentage of full value at
which property other than his own 5 assessed is a
certain percentape; and if, upon refusal of the lo-
cality to make the admision, the taxpaver proves
this percentage o a lower percentage, the locality
must pay him the reasonable experdes incurred in
proving the percentage, including reasonable ag-
torrey's and t;!la-ett’; fois,

For aboue years, the evidence admissible on
inequality has been limited under a law which estab-
lishes what it known e a parcels procesding.?  As
originally passed in 1911, the law limits the evidence
which can be introduced in the judicial procesding
by either party on the Bsue of nequality to ap-
praisals of parcels chosen by the parties {or if the
parties cannot agree—the court) and to actual sales
occurring during the year for which the assessment
roll under review was made. A 1961 amendment **
made an important addition to the evidence ad.
missible on the imsue of inequality. It permits
either party to give evidence as to the State equaliza-
tion rate established for the roll containing the as-
gegsment under peview

Imsufficient time has elapsed sinee the amend-
ment for cases to have been tried with State equali-
mtion rate evidence; consequently some guestions
left open by the law will remain unanswered wnatil
cases are tried.  One nf thoe 'is 1:|'|=||. l]\-c- e l;l-l:u;'.s
not specify what the State equalization rate evi-

® S, 706, Real Property Tax Law, originally enacied
by eh 655, Laws of 1050, i

T Sec, 720, Real Property Tax Law, ariginally enacted
by ch. 302, Lawsof 1811,

B Ch, 940, Laws of 15961,

®Ie 1951, the cosn of Prople ox rel. Foras v, Kinnoo,
05 MY, 224, had held that proof in inequality proceed-
imgy was limdted w0 e appraisals and sales permitied
by sec T aned that Seate cqualization rotes were inad-
missible 28 evidence.  Legislation wos therefore necess
sary ta ennble the rates 1o be introdisced int evidence.
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dence may be; Le, the rate alone or the rate plus
the supporting records and data compiled by the
hoard. The law is also silent as to the weight to
be given the equalization rate evidence. Since in
many cases it will be purely coincidental if the parcel
evidence and equalization rate evidence produce
the same ratio, it remaing to be ssen which of the
two the trer of the fact will regard as the more
probative.

Uneguestionably, however, the implements avail-
able to taxpavers {and in some instances, kocalites,
as where an acton alleging inequality 35 brought
for harassment purposes] have been immeasurably
strengthened,  And, too, the quality of the evidence
now available has been improved, for a ratio based
on the parcels proceeding and szales evidence per-
mritted by section 720 does not generally stand sta-
tistical testing. Some of the deficiencies are peadily
apparent. The parcels chosen usually are not, and
are not intended to be, nmpl.-.-_i- nof r-ep-umt.ui-.-e
classes; the taxpayer tends to s=lect parcels which
hawe a low ratio of assessed to full valoe while the
locality will choose high ratie property; and the
number of parcels selected and appraised in st
cases is considerably smaller than the number which
equalization statisticians would agree 35 the mini-
mum necessary to produce a represcntative and
valid sample.

On the other hand, experts would undoubtedhy

e that the State equalization rates now being
establzshed by the State board are a better estimate
of the current ratio of asmesmed value to fuwll valus
of on an asessment coll than ratios
-dm:l:d ¥ [ Pan:l:-]s 'Frnt:::d:ing: and wables pvedence.
The most ohvicas reason is that the State rates are

sed wpon much larger appraisal and sles samples
and upon samples of all sgnificant types of taxable
property on an assessrmnent roll. Another reason,
one which relates particularly w the credibility of
the rate, is that the data upon which the rates are
based have been collected and interpreted by a non-
litigant, thereby lending an impartiality not possible
when data are assembled and prepaced by liti.
gants whe desire a certain result.

The overtiding importance of the new law is that
the odds have improved considerably for proving
incquality whers it exists. At least some judges
and peferees will consider the State rate to be the
best evidence, or at least some evidence, of the ratio
of asseszed o full value™ More localities might
stipulate the ratio demanded by a taxpayer under
the Hollowell law, mow that the egqualisation rate
is admissible, thereby climinating altogether the

* Compare the Mew York law with COregon bew in thia
respect.  Im Oregon, o taxpoyer need only show that his
property is overnssessed on the basis of the county ratio
establisked by the Sinte Tox Commizsion to ohinin o pe-
duction in his assessment (Oregon Rew, Stats. 5089026
00036 305410 ; 309, 105]).



HEW YORK

need for litigating the inequabity ismee®  The inie
tial expense of a taxpayer mirht not be as preat as
before, since he can rely primarily on the State
ecqualization rate rather than on the ratio resulting
froem the Fun:el proceedings. He will thereby in
all ﬁ;)ba[nli.l]r spend les for expert talent.

new law permitting State equalization rate
evidence probably dees not saisly the eriterion for
judicial review of inequahity set by the tax analyst
of a '|:|rg¢ taxpayer, who recommended that “the

B The ible expenss to & locality when the taxpayer
wing is Emﬁnﬁ the cae nd'rg'u o W F"'J'::u:||.:I 25
App. Div. 1152, 140 N Y.8. 2d 179 {1955}, whers £ 500
for attorneys” services and 1,000 for the cxpert's fee were
fraarsd b0 b remsonnble cxpenses incurred by the taxpayer
in proving meguality.

entire appeal machinery should be designed o make
maximum use of ﬂa:?;qualizaliunrﬁ:a collected
by the factfinding agency.” **  But the law i a good
beginning; it recognizes the relevancy of equaliza-
tion rate cvidence to inequities among individual
properties on an assessment roll and apparently
makes at least some of the data available for wse in
court. The use the taxpayer will be able to make
of the cvidence and the degree 1o which the courts
will consider the evidence await actual experience
in the courts.

™ Leslie E. Carbert, tax analvit, Pacific Gas & Electrie
Co., “Property Tax Admindstration and Public Unlities,”
Mamapement's Stake in Tar Admimiciration, Tax Inst-
tute | Princeton, M.J., 1960}, p. 148,



NORTH CAROLINA

The State of Morth Caroling has major responsi-
bility for administration of some aspects of the
property tax, but there is very little State adminis-
trative supervision over local property tax adminis-
tration. Motable aid 1o local tax officials i provided
by the Institute of Geverrument of (e University of
Morth Carclina. The legislature, however, evi-
dences continuing concern with the property tax
and significant constructive action has been effected
in recent years,!

State admindrtrative responsbility. A notable
feature of the property tax in North Carolina is
provision for a clasified system under a constitu-
tional amendment of 1936, This amendment was
enacted to provide separate treatment for intangi-
Bles, and since its adoption certain intangibles have
been climinated from the local tax base. This class
of property s taxed by the Sgate, with administra-
ticm by the State Department of Revenue, but with
the proceeds, except for cost of collection, ete., alle-
cated to local governments,  {Toistally the tax pro-
ceeds were shared squally by State and local units,
ot currently, under 1957 Tegiclation, the localunis
receive more than 90 percent of the net revenue. )
In its administration of the intangibles tax, the State
provides that for bank deposits and deposits with
imsurance companies in North Carolina, the tax s
deducted from deposits and remitted by the bank
or insurance company. Deposits in banks outside
the State or in insurance companies not doing busi-
ness in the State and other intangible property
classified for State taxation are fo be asesed and
reported by the owners.  The State does not wse a
propecty tax for State purposes, . ]

A second major property tax function exercized
by the Siate is the assessment of utility property.
The State Board of Assessment, a four-member ex
officio board with a regular staff of three persons,
amiesses the property of public service corporations,
but county officials may assess certain real and
tangible persopal property of such corporations
{In beief, the countics may assess real esiate, except
right-of-way and stations of ralroads, plus tangible
property, except rolling stock of railroads and
opernting wires, eonduits, or lines of other utilities. )

he State agency appraises all property of such
pu'l:.l_ic BEEVICE COFpoTREIoNs &5 an operating umi and

"In preparing this secticn an Merth Corolina very sub-

Ha.nlinfh-l'.'l:‘;rl:.:: been obtained from Statisrics of Taration,

Seate of Morth Carclina, the bieanial report of the Depart-

ment of Tax Research, and from o dence with

Mr, H. €, Seamsbary, Direcior of the Department of Tax

];R:I-Atun:ﬂh as well ga froen the sources specifically cited
i,
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determines the unitary appraisal for each company.
From such total valuation, the county sssessments
and the amounts lsted by the company for intan-
gible taxation are deducted and the remainder is
allocated to local units on a basis of mileage or other
factors. Prof. Henry W. Lewis, in discussing the
basis of utility valuations in 1958, said: “Once have
ing determained otal value from s examination of
these Agures, the State board reduces that fgure by
a percentage calculated to equalme the utility's
assessrnent with the tax values of pro assessed
locally. ® A new palicy for equalizing utility vahies
with those of property sssessed bocally 5 mow in
operation as a result of the law, described later,
under which countics adopt their own official
amessment ratics, Beginning with values for 19632,
the Board of Asscsment initiated a  program
degigned to wse the official ratio for each county.
For 1962 the board used official satios for thoss
counties which had revalued under the new low sod
wied a ratio of 4% percent for all remaining coun-
tee.  Each year the number of counties for whicly
official raties are oeed will Ineness, wntil By 1968
official ratios will be in use for vahnng wtility progp-
erty in each of the 100 counties,

State Board of Assssment has legal au-
thority to supervise local assessments and may even
ot aside the county valuation and make cne under
its own direction. The board, however, has limited
the exercise of its powers to those dealing with
utility assessment, hearing of an action on appeal
from county assessments, approval of forms used
locally, and supplying legal opinions on requese of
local agencies. The local wnits are not cntively
lacking in various types of additional aid as the
Institute af Government of the university, which
does tot have the IE_Eul. authority of the State Board
of Assessment, provides such aid as noted below.

Another notable State ety tax activity is the
work of the De ent of Tax Research in the
compilation, analysis, and publication of assessment
and fax data. This s not a simiple, routine prooe-
dure, since some counties do not report in detail
and pmpa:’.p.ti.-pn of cerain :i_:.;nfﬁ:mt tabdes thus
['E:'I_]I.Ii:r["! setimates derivesd  ooan painna].'.ing' -
search.  The department maintaing records of vari-
ous unpublished property tax data and from time
to time cardes on special siudies in this feld,

2 Henry W. Lewis, Sade Legal Prablems in the Tara-
tien af Properdy, a repart to the Commision for the Study
of the Revenue Structure of the S of Mok Carolina,
Iestitute of Gavermmsent, University of Nosrth Carolina,
Chapel Hill, N.C,, 1958, p 33,
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Aids to local assessors, Administration of the
pro tax, other than for intangibles and State
utility property, is the function of the
county tax supervisor in cach of the Staie’s 100
countics, Thewe supervisors, or assessors, are ap-
inted by the boards of county commissioners for
E-';far terma. Th hEpo.'mt their own assistants,
commonly called lise takers in North Carolina, sub-
ject to ap the county board. It is esti-
mated that about ane-fifth of the county tax super-
visars devote full time to this work. In other coun-
ties the work of tax supervisor is combined with
that af -tﬂ':l!h-:r cffice, and In many counties this
commbination is with the office of accountant, An-
other rather frequent combination, and one which
seems to be increasing, is that of tax supervisor
(assessor) and tax collector.

A major contribution to the improvement of local
assessing is the work of the Institute of Govern-
ment, University of North Carolina.  This agenc
has worked for many vears with local officials in
North Carolina, acting in advisory and educational
-|:l|‘:n:.I:|.1.!.r for a variety of local functions includin
assessing. The in-thr-ut: staff, one member nfwh:d;'
specializes In property taxatio g fmpor
tant aids .md‘t as are funnahndn{m other States by
the State administration, including assessors’ man-
wals, explanations of changes in laws, advice in
establshing standards for revaluations and in other
matters, an annual short course of training for
new assessars and others desiving review of funda-
mentals, and an annual conference for asscssing
officers,

The annual conferenee, sponsared and s
by the institute with the aid of the North -[E
Association of Assessing OMoers, s in effect a 3- dm_.-
school. The sesions cover general tritters of hroad
concertt and specific asecssing problems, At the
1862 conference, for m:n]:-lelﬁjm subjects discused
included: organizing an appraisal staff and de-
veloping a real estate appransal mammal, use of data
pmmg :qulpmmr_, lopment of a tax map-
ping program and maintenance of tax maps, kinds
of equalization and review in North Carolina, the
effect of a constitutional amendment just approved,
the work of the State Hoard of Assessment, and the
methods of assessing various special types of prop-

i as central business district, pas service station,

2l rqulpm:ut, ete.  Imstruction B mainly by
the institute staff and by experienced, competent
working assessors.  Some of the papers are pub-
lished separately, some in the institule's monthly
magazine Pofular Gorerement,

Tax SIHﬂ"_‘p' Commisnon n'f Je57-58. In accord-
ance with & joint sesolution of the 1957 General
Assembly, there was appointed the Commission for
the Study of the Revenue Structure of the State
This commission concentrated its attention on the
property tax, examining especially legal aspects,
astesarnent practieces and assessrment ratios, and it

developed significant coneclusions and recommenda-
tions.? The commission h-eliw&d that changes in
tha laws and procedures would “more fully wtilize

resent sources of revenue and to that extent
rhe problesms of most of the local governments
would be more nearly resolved.” It pointed out
that some property was exempt without statutory
authority, with resulting unequal assessment of
P in a single class, saying, “Tt is believed
that the enactroent of local laws ml:nptmg or
clamifying property causes undesirable competition
between counties and places a heavier burden of
taxation on the remaining taxpayers” It stremed
that the statutory requirement of full valiwe assess-
ment was almost universally disregarded, The

ission said:*

v e« A tax base shot through with exclusiors and une=
constitubiogal MWJW down by redoced
assessment and rate diffe # makei & poor major
sOurce O fal revenie, A properly tax can be

REneETIITT)
cquul..‘thl.c and effcciive l:!rr.'l:.' if the biie against which i
is opplied i1 broad, ooiform and stable,

The Commission developed as three policy ob-
f:r.nru that the property tax base should be as

roded amd inelugive ag ible, that it showld be
urform woiat the State, and that it should be
stable throughout the State. To attain thes: ob-
jmlhﬁ. lhlt mfnnml'.nil:m m:ll'll': H Y nun'nb-l:r -nf 1 the
recommendations including: that the constitution
be amended to remove any doube that the power to
grant cxemptions, classifications, or exchisions be
on a statewide hasis only and @0 provide that this
power i3 not to be delegated to local units of
ment; that the requirernent of full market value
assessment by counties be deleted from the law and
that each county be authorized o determine in a
revaluation year the F:rmnfjﬁé of murket value at
which it will assess, and that this it be the same
for all classes of property; that it be recorded ane
mnally in the minutes of the board of county com.
mmissioners and reported anmually to the State Board
of Asesment; that counties be requinsd w revalus
real property by actual appraisal so that not more
than & years shall elapse between revaluations; that
& permanent method of financing revaluations be
provided by declaring revaluation and tax mapping
“special purposes” for which a tax in excess of the
constitutional limit may be levied; that counties
be pequired to levy a tax each year, with the pro-
cecds put in a special fund to provide for the cost
of reassessrnent without undue burden in the year
of revaluation {typically spreading the cost over

" Repart of the Tox Siudy Commirnion of the State of
North Caroafing, Raleigh, 1958, A separate report pre-
pared for this commission by Hemry W, Lewis [see note 2
aliewe | pmvldn wery sigmificant and pertinent material
arpl pressods an oan appoudix 8 sammary ofF sugReel
oljectives, albernative recmmmendatan, eec., which woald
be wseful for any State comsldering prnptu;r tax policy.

“Ihid,, pp. 17=18.
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and that laws be passed pre-
scribing minimum standards for revaluation,

Some other recent tax reports. The 1957-58
commission B especially pertinent to this study be-
cause of its l:mpﬁsm on the property tax and the
prompt action on it recormmendations [discussed
below ), but several other North Carolina tax stud-
ies, which have alia eontributed to thinking and
lcg;ls]aunn should be noted briefy.

At the same time as the 1957-53 Tax Sl-uﬂ}r
Commisgon was at work, another group, 2 Munici-
pal Government Study Commission, was concerned
with some of the same subject matter and came to a
different conclusion on the assessment base.  This
commission said, “We think that the requirement
for assessment at true market value is proper &
believe that this virement ghould be retained
and enforced.  We do not subseribe to the policy of
hrin_n;in_q: the statutes into line with common
tices. On the contrary we think that these long-
standing practices should be terminated by purm;g
teeth into the law:"* Some local opinion hol
that this position was taken to insure municipali-
tics & vodce inm the decisions on the legislation to
effect the Tax Study Commission recommenda-
tions and that this result was achieved by the pro-
cedure established for fixing official county mtios.
Under this procedure the county commussioners
must give the cities & hearing on their opinion as
to the assessment ratio which would provide a rea-
sonable and adequate tax base in each municipality
or nthertu.‘.ring 1mit,

A commission which reported in 1956 ° concen-
trated its study primarily on sales, income, license,
and other taxes, but pave attention to the Entani-
bles tax. Ttz recommendation on this Last tax was
the basis for the change in allocation of revenues
in 19537, increasing the local share to the total {les
coit of eollection).

Prepared for the 1955-56 commission was a staff
report concerned with a comparative analvais of
the State and local taxes in Morth Carolina and
other Southeastern States.  As to the property tax,
the author, Dir. Leslie Carbert, concheded: ¥

« - . This stwdy has pot been directly concermed with a
detailed examination of ad valorem riy tnxation in
Marth Carcling.  But it has been impossible 1o aveid the
serbous disparities thot exist in many countbes of the State
with respect t0 assessment 'p-u'ﬂ:l:u:ﬂ am! assEssment resulbs,
Oince again, from an equity point of view as well as from
the point of wiow of tho meed for ‘cortainty” im the tax
" Mundeipal Govermment Study Comsafidon Repord,
Baleigh, 1958, p. 29, as quoted in Frederick L. Bird, The
Gemeral Properiy Tow: Fiadimgr of the 957 Cemcur of
ﬁ;ﬂé{nmrnﬂt [(Chicago: Fablic Administration Servioe,
)
* Report of the Tax S!i-lll"!-' Cammiuion of the State of
Hl:lrl'ﬁ Carnfima, Raleigh
1-”: E. -I:"'n I"I ‘.f'!l.t J"m,ur! af Simte aod Local
Tares in Nortk vl"'.lrm!mu aud the Southeactern Siater, fire-
red for the Morth Carolina Tax Stody Commisdon,
E.nﬂﬂ:;h 1956, pp. 35345335,
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an §-year period);

structure, there i3 ample room for improvement, either
through a stabe-supported, stntewide assessment .-.'I.l:u:l':." or
throu the amumption of a larger shore of the atsess-
ment function by the State government.

Sales ratia :.I‘ud‘:p. As part of its basic research,
the 1937-58 Tax Study Commision conducted a
sales ratio study in 66 of the 100 counties. Each
cnun? was asked to furnish data on a specific num-
ber of sales {the number depending on county pop-
ulation), the data to be from the latest transactions
recorded and to cover sales of property
in qx'l:iﬁed classifications. While the study was
limited in scope, it was believed that the results were
representative of the Stare as a whole, BEach trans-
fer was clasified as to the use of the property, the
location, the age, and the sales price,

The study showed the anticipated variation in
ratio from county to county, Average ratiod were
found to range from 17 to 72 percent, with a 66-
eounty average of 36 percent.  The coefficients of
deviation for the counties ranged from 16 to B4,
with the median of the coclficients 45 percent.®

Examination of the data by classification resulted
in the conclusion that—

« . variatiens hetween countbess In both the direction
and the degres of differences botween clasi means were oo
to permit confident generabizstion . . . [but] .
it EE ant to mate that fhe pariaifons wiihim any -n'-mll

are gremier tham the pariodions -brlrl:lrn tkat clarr omd amy
other clerr within the same county®

"-"-‘hm translers were uped by size of sales
]'Jn:;-l:, in general “an inverse relatonship between
size of sales price and size of asesment ratio was
found in & large number of counties,”

Another phase of the 1957=-58 Tax Study Com-
mission’s work, not a part of the ratio study but with
resulis related eo il7 WS i :[uutiuumaim F-:'nj&tl! 4% 1]
the treatmment by the counties of the various classes
of property.

Eeplies to questions concerning exemption of FEy
from taxation revealed that estralegal cxemptions al one
H|i-:|' an-:lr.'l_mr mﬂ;ﬁuﬂﬂﬁ a ml:[!tan.ﬁ_u maparity

[ coumties © n silonmaire.

Wiolation of the uni.l'nu'smir:.r E:L:ui:':mmt of the com-
gptitution as well as the “irue valus” assessmment reguoire-
ment of the machinery act resulis from classification by
lecal alfcials of seleceed o of for & ie
ar diferent Iscatmeng nal ?;E'I‘tlnmd ﬂ-}mﬂuumﬂtd E:ﬁu-u:h
treagment by the general asembly. Classifieation s effecs
tively mm‘pllih-bd by the lppl.n:nuau of diferent rules
ar standards in the assessmemt of different clames of

by Buch action, however, ix seddom officsally re-
t.a.rg-:d. in the minutes of the boards of SOunly Commdlss
sioners. It is, ranctheless, official policy in ANy counties
socording 1o the replies of the tax supesvisors to the
questienisaine.

There hawe been noe ratie studies since that of
1958 and none is planned (at the close of 1962).

f Report of the Tar Study Correinion, 1950, op. it
[
*rbid, p 11,
Wkid,, p. 10U
WIbid., p. 7.
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It is recognized, however, that with the adoption
by the counties of their own official ratios at vary-
ing levels under 1950 legislation, and the State as-
sesarment of ntil:itpﬁ:-npzrr:.r, periodic ratio studies
dhould be ma.l:'r_ PTE i.'s Lrayal ﬂFl.il'Li.l'.'I-l'll ]':ll:l'-l.'t;'l."t:h
that statewide assessment studies canoot be traly
revealing until the revaluation and asessment ratio
systems adopted in 1959 have bean in use for several

Action on recommendations of J37<58 Tax
Study Commisnon. Substantial action on the pro-
posals of the 1957-58 commission has already been
effected by constiutional amendment and legisla-
tiom. At the general election in Movember 1962,
the wvoters approved constitutbenal amendments
providing that clasification of property for tax pur-
poses and exemption of prnﬁerq.r from taxation
must be statewide, and prohibiting the delegation

of authority to clasafy or exempt . hese
two amendments effected the first two pro ax
recommendations  [combined in the discussion

aboee) .

Previoushy, i 1959, the Ir._gis'la.‘lum had e=nzacted
measures effecting other major property tax recoms
mendationa including those on the level of asseas-
ment, the frequency of revaluation and means of
financing them, and establishment of minioam
standards for reassessment, These actions are de-
serthed as follows: '

For years the statutes have called for full value assess-
ment on both realty and tangible personalty.  None of the
counties have ever sppronc thess reguiremente  All
uted moderaie i low assesment ratics which were exirs-
legal, T scme coungies the ratlos were fabely wnilarm,
bt is moost the ratkos were far froen uniform, and in gome
countics the o officials did net know what the effective
patiod were,  The new F"J"l"lll:m% [FErmEnE amy County 1o
adopt an official assessment ratio, and o they so desire
i Changs 18 anfially. :]'hl:re afn reguirements to be met
to take advamtage of this provisien, It must be a formal
pubilie resclistion o apply 1o all taxable (tangible) prop-
erty, altes & conference with the municipal officials con-
cerning the percentage ratio,

I the padt the sestutes called for resssesmment on realty
every 4 yeard aml on taxable persopalty annually. The
counties asessed the personal property annually bt as-
getscd the realty at periods varving from B o 30 vears.
The ameissnent ratios on realty as compared to persco-
aley became more divergent. A new provision reguires
each county to have a complete reappraisal on realsy

1% feafinticr of Tazatien, [960, p. 3028

very B vears of saoeer.  The law set up a whedulls apei-
ifying when sach county is 1o reassess realty and ordered
the counties to levy an annusl amoust on 1]:_:mp:rt:.r to
cover the cost af sach reappraisal, Whes the ressses.
ment is mads, competent appradsers must visit cach parcel
and appralse it by uniform standard schedules af values,

While it is too early to evaluate thoroughly the
effect of the 1050 legislation, seme resulis ane note-
worthy, For instance, while the old law had re-
quirnﬂvp:ﬁqdic mm'?ml'ncnt‘ it wis eustomary for
the countics to et legishition HERINE POALPOTIEs
meent with the result indicated above, T..I'ﬁ:llnr the
1959 law, revaluations were scheduled to start in
1961 and thus far all counties scheduled have com-
pleted their reamessments.  In addition, 1 sched-
ubed for 1964 did the work in 1961 and 4 scheduled
for 1968 reassessed in 1960, bringing to 22 the total
number of counties which bave reassessed since en-
actment of the law, Fifteen are scheduled for 1963,
It iz especially significant that two counties sched-
uled for 1963 had bills introduced in the 1961 gen-
eral assernbly to postpone their reassessment, but
both hills received unfaverable commities reports,
and one of the two counties has already completed
its real cstate appraisal.

For reassessment the general practice amoeng the
counties is to use professional appraisal fons for
the work, Mo aid or supervision 1s supplied by the
State povernment, but some advisory assistance is
given by the Institute of Government,

In connection with the revaluations, the counties
are to adopt official aseessment levels and by the
close ol 1962, 28 counties had reported such ratios
to the State Board of Asemment, Thi number
included the 32 counties which had made reasses-
ments and & others, As noted abowve, the law Te-
quires that the percentages be set by the county
boards after & conference with municipal officials—
ap thy & recognition of the interest of such off-
cials, @nee municipalites muost wse the assessed
values 25 determinest by the counties.  OF the coun=
ties which have had revaluations since 1959, only
12 were included in the 1958 ratio study, but this
small sample indicates a tendency to adopt an offi-
cial ratio somewhat above the “actual” shown by
that study. The increase in ratio, significantly, B
reflected in varying degroes in the increase m real
property valuations reported in the reamesment

yiar,
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Motable property tax developments in Morth
Dakota over the past decade include the appropri
tion of funds for a detailed soil survey and land
classification system, and the provision, i 1961, for
a new office of State Supervisor of Asscssments.
The Legislative Committes, with an active
subcommitiee on taxation, continees to study aspects
of the property tax and to make significant recom-
mendations,  Sore of its major recommendations
to the 1963 legislature '.-.-Err: enacted into law.

Arresrment  orpanization,' The function of
assessing in North Dakota is divided between the
State Board of Equalization and seme 1,700 local
mssessors, with the State assessing railroad and other
public utility property and the local assessors all
other taxable property,

The State Board of Equalization is an ex officic
body including the G-:ﬁ'cmun tAX COmMissioner,
treasurer, auditor, and commissioner of agriculture
and labor. While the board makes the official
asmemment of 'r.hu $mpe1r:}' indicated, preparation of
the hase mate is done by the staff of the tax
commimioner.  The Tax Commisoner, who 18
elected for a d-pear term, in addition to having
supervision of property tax administration, is re-
sponsible for administration of taxes on incoanes,
sales, oil and gas production, and inheritanoes.

The local assessing officials include city, towns
ghip, village, and district assessors.  In the cites
asspssors are appointed by the mayor or commis-
gion, and in the langer citics the assessors serve full
tirne and have staffs of appraisal and clerical assist-
ants. The township, village, and district asscssors
ar: elected annually or biernially, do their assessing
over & short period cach year, and are paid for days
worked,  Blanks and forms are provided by the
connty auditor,  “The g«mremiung bodies of the cities,
townships, and villages serve as review boards and
the resulting waluations are filed with the county
puditor. The county awditor maay add omitted
properties, correct errors, eic, and the roll s then
reviewed by the board of county commissiongrs
.a.-l:r_'ing'as.a herard qrfi:rll:uﬂ:i:uth'm. Th= -a‘:m:nt:,r'b-r.'l.a.l.‘d
of equalization may raise or lower valuations of
clazses of propecty o equalize among the local units
and, under 1963 legislation, it may change indi-
vidual assessments.

! This section iz hased arily on William E. Keenker
and Glenn W. Fisher, Tax Squmiy in Nordh .Eln'.l.'ar-n an
anahysis prepaned E-ur the Morth Dakofa Legislative R.II:'
search Commitice, Bureau of Business and Economis
Research, University of MNorth Dakots, Grasd Forks, 1960
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The State Board of Equalization has power to
raise or lower valuations of classes of property to
equalize among counties and ameng local units of
the same and different counties.  The board’s equal-
imdth:aJuH anddilts mmmr:nai:s of uti]:i‘tai.:f- are E:i::
to the county auditor, s any changes in
local ascsmments which may be required by the
board’s action to produce the assessed waluation.
Taxable valuation h&ﬂp-:mcnt of the assessed valu-
ation, and tax levies are spread on these official
taxable valuations.

Tax base, The taxable value iz 50 percent of
assessed value and assessed value is legally 100 pes-
cent of true and full market value,  Stodies indi-
cate, however, that assessments are far below full
value® For E'xa.mﬁh: i :I:ud‘!r af farmland sold n
195458 showed sabes asmemment ratios in 31 couns
ties ranging from 22.5 to 514 nt, A study
of 1958 sales Fl:}r sEVED ;nunlé?; e .a.rfsr'_qmmtl
ratios manging from 142 to 67.0 percent for rur
lands and from 198 to 3.7 percent for urban
residences,  Berious  disparities within  property
classcs in various countics were alio evident,

Taxable property consists primarily of real and
tangible [Jm-mal property.  “Intangible personal

"-ju';l'l].' 18 generally not taxed,™ Y with money amd

it qu-l::ﬁr.:l.u:r EXEmpE 3.1'.||:|. ion stock
m-u;lu:t-rd in money and credits by interpretation.
In_ addiﬁnn (8] t]'.u: usl,lal f.t:rnplinns faxr |:'||a.l:'i'l.:.lltfh':r
religious, educational, and other nonprofit ergani-
zations, there arc some exemptions anspr'rm] note.
Pnrumta:]g.- ﬂg‘mﬁmt 15 the exemption of famm
structures and improvements, including the farm-
er's residence but not inchading buildings or res-
dences rented for ponfarm use. Buildings on
nonfarmland when cwned and occwpied by a blind
Person are cxempt tooan amcfuvaluaﬁnn of
§6,000. There are special pesional property ex-
emptzons for the blind, for low-income families,
and [or persons on relicf, Yarous special pro-
visiomns are made for E‘.min, mstor vehicles ol and
gas wells, rural clectrical cooperative associations,
i,

Legislative Reregreh Commiliee stwdies, Bince
at least the carly 19MYs the Legislative Research
Committes has had an active coramities on assess-
ments and taxation and some of their recommens
datioms have received favorable action by the
|r!__r|i5|:l1.qu',

* fhidd,, oy, S1-57.
*Thid. b 35,
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Coneemn with rural land assessments led to the
appropration for a soill reconnaissance survey LW
be made by the State Agricultural College.  Appro-
priations incleded 550,000 in 1953, §75,000 n 1955,
and 350,000 in 1959, The surveys were to clasify
soils, study production records, costs, et to ade
the basis for a land classification system for tax
assezzment,  Detailed mapping by the Soil Conser-
wation Service has also been in progress duning this
period.  Most of the basic survey by the State was
planned for completion in 1961, and while it was

antici that some years would stll be uired
for the complete land dassification, the has
developed much information of value for assess-
ment pu

Fposas.

The 195% legislature authorized a stwdy of the
overall tax structure of the State. The resulting
study gave significant emphasis to the property tax,
peescnting factual background, comparative data,

sales ratio meaterial, and other analyia. Tt made
gpecifc recommendations for the rty tax* in-
chrding: provision for full-time profesional real
estate asesors (capable of using, example, the

results of the sl reconnaisance survey) ; provision
for a State director of property taxation to assist
local assessors and the State Board of Equalization;
exemption from taxation of howsehold goods and
personal effectz; and reduction of the tax on pers
sonal property o the extent that replacement
revenues can be made available by the State,
The committee report to the 1961 legislature
reviewed the study and made it the basis for its
own recommendations,  Such recommendations in-
cluded: & county assemor systern with counties to
have either g full-time county assessor or a full-
oF part-limse supervisor of assessments; permission
for counties to join with adjacent counties to main-
tain a county assessor; authorization of special tax
levies outside the peneral fund, if necesary, to
finance a full-time assessor ; limitation on powers of
leeal boards of equalization; equalzation of indi-
vidual assessments by the county board of sgualiza-
tion; * limitation on tax increases which might
otherwise result from increased assemments; e
quirement of sales ratio studies; and the establish-
ment of the position of State Supervisor of Assess-
ments, in the Tax Department, to aid the tax

* Koemker and Firher, ap. cit., 130=1340.

¥In conmection with the e ation boards the com-
makbes explained :

“The purpase of recommending the restriction of ghe
pofwrs tewnehip, willage, and city boards of
tom in cities pot maintaining the ofice of city assesor, is
o prevent such al erualization from destroving the
equalized nsessmients made on o colntywids basie by the
asmezor.  Considering the present means of iransports-
tn e alnihh]-:. it is believed by the commiites (o ba
oz hardship b0 require taxpayers desiring to appeal as-
sessmienis to appesr belare the county of equalization
at their Ewng' #EaL, Legislative Research itter
report to the 37ih Leghlotive Assembly, p. 71.)

commissioner and supervise real and personal prop-
erly astessrnents.  The commitbtes pecommended
that a systern of self-listing be devised for personal
P and that other personal property matters
receive further study.

The 1961 legaislature provided for setting up the
new Btate office of supervisor of assessments, but
it rejected the propossd county assessment systent.
The law provided for cstablishment, under the tax
commissioner, of the post of supervisor of assess-
ments, with appointment to be made from a list
Turnished by the State Merit System Council.  The
new cfftcer would work under the tax commissioner
and serve at his pleasure to: give advice and instruc-
tiom to local assewsors to the end that a wniform
assessment of all real and personal p v be
attained; instruct them in the uvse of soil survey
data, classificatien of land and other real property
and personal property, the preparation and use of
tax ﬂiﬂn and record cards and the determination
of standards of valus ; make sales ratio studies; work
with the State University of Agriculture in the
development of soil mapping, land classification,
valuation studies, etc., and provide for use of such
information by asscssors at the earliest posible date;
and have general supervision over local asscssors
on matters of aseesement procedures and methods,
The office was mml:lislwdl:taﬂy in 1962,

The Legislative Research Committes report o
the 1963 legislature® took a new approach to the
propecty tax assessment problem. It did not spe-
cifically recommend apain a county agssunent sys-
tenny, but it did recommend increased powers for the
exkting county -:-:-Ea.llim!inn, P:I'I:IEFDE.iﬂ_g that the
board of county commisioners, prior to the meet-
Ll}gﬂf the board of equalization, make a spot check

at least 1 percent of the real and persomal prop-
erty assessment listings in asseasment district;
that the board be empowered to direct the local
boards of equalization (townships, cities, and vil-
lages) to make any nece corrections or changes
{with the lecal board allowed to be present when
the spot checks are reviewed ) ; and that the county
board be given authority to raise or lower an in-
ehivichaal ver's assessment. The comomittes
also that the requirement of full value
assessment be abandoned and that the State Board
of Equalization be required to set a definite per-
centape at not less than 25 percent or more than
40 percent of value, at which all property should
be asmessed,

Another meajor recommendation of the commit-
tee o the 1963 legislature was designed to provide
better school aid equalization. It proposes the use
of the sales ratio study made by the supervisor of
assemments, supplemented il necesary by a limited

* Report LT Texation fo the IBLR I.rfg'ﬂnlﬁ.-; A=
glﬂli—'l;'i}', Legislative Fesearch Commities, Bismarck, pp.
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nurmber af actual apprail:h, to estimate the actoal
“lecal tax effort” being made by the regquired 21-
mill schaol levy.

. the commitlee recommends that the tax commis-
uunru u-ru!'g,l to the superintendent of lp-uh'll»: IREFuCon
information in regard 1o those countics which anc as-
sesaing  beloe statewide average of asessment,
detcrmined by a salcs-assessment ratio study to be made
by the superdsof of assesdnents, The tuperintendent
af public instruciion can then computs the amount of
money which would have been rabed in each ander-
ammessed coumty by the Zlemill levy i propesty Bad been
aszsszed at the smtewide level of assessment and reduce
Szate egualization fund pavments by a like amount. The
emactment af sech preposal should be a major sep to-
wird tax equity by 1aking the profit st of underassessing,
:n:d_lhn-uld redicce the drain an the State equalization
(7]

855 legistation. The 1963 legislature adopted
a:w-'-:ml the committee’s recommendations, en-
acting legislation of potentially major importance to
property tax administration, Some of thess mess-
ures are noted briefly here.
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Ooe new law provides that a county board of com-
mismioners may appoint a county supervisor of as-
sessments.  The commizsoners may appoint the
county mdi!nl'. deputy auditor, -l:.rthv:r elected of-
ficial, “or any other who s qualified” and
the position may be full time or part time. The
supervisor of assecssments would supervise all as-
sess07s In the county to insure uniform methods and
procedires in assessing real and personal property
and adherence to State laws and to regulations
promulgated by the Stare tax commikioner or the
baoard of county commissioness,

Another measure provides Jor the spot checks
e real amd el pu'nr.ll'.'l.'tr ]EI.II.'IE’! :nd wlualmns
as propoded by the committee. It alo .a.ul:hnn:g:;
the county boards of equalization to change in-
dividual asescments {downward only on appeal).
The :tl!nd.a.m:e of representatives of local units at
certain meetings of the county boards of equaliza-
tion is made mandatory rather than voluntary.

The proposal for using equaltzed wvaluations in
the distribution of State school aid was also adopted.
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In 1929 Ohic amended its constitution in two
ways that were to have a profound influence on the
future of the property tax in its State-local revenue
system.  The statutory overall tax rate limit of 15
mills was made a constitutional lmitation and the
uniform mle was abelished for the taxation of per-
sonal property, permitting the adoption of a classi-
fed personal property tax system. How, In the
stress of the great Diepression the overall limit was
reduced to 10 mills—working havoe with local goe-
ernment finances and eventually leading to wide-
spread adoption of local income taxes—as a famil-
iar chapter in the history of Ohio public finance,
but somewhat less well known are the State's ac-
complishments in personal property tax adminis-
tration. In clearing the way for property tax
classification, Cthio was adopting a policy followed
by a number of other States, but in its subsequent
action to establish central assessment of taxable
personal property, it was very rich a ploneer.  As
a condequence, State responsibility for property tax
administration in Ohie & muech more extensive
tham in ot Seates

The trend away from greatly decentralized and
diffused Jocal asessment |:|'||_'i'|.'!.l had h:.-gun
in the early 1900's, In 1910 the asessment of puhblic
utility property, which had been handled by county
auditors under the supervision of ex officio State
review boards, was turned over [excepd for non-
::chl:iw realty) to the newly or State Tax
Comruission. Prior o 1913, separate sets of elected
city, village, and township assessors were wsed to
assess real and personal property. By 1916, follow-
ing some tem F¥ experimentation, the two
groups had been combined; but i 1917 the as-
sessmient of meal pu*:rpert:.r was concentrated i the
county auditors vader the :upf.rl.risim of the Tax
Commission, and in 1925 the local assessors were
abolished and the Iﬁl.ﬂ:rL'Fih’i!ltY for personal prop-
erty asesmment alsp was tumned over to the county
auditers. In connection with a complete revision
of personal property taxes in 1931, the legiskature
shifted the bulk of the responsibility for the asess.
ment of personal property to the State Tax
Commission.?

' For sowrces of infarmation on the Ohio property tas
system, much reliance has placed oo the reports asd
studies of the Chio DEE.E.I"I:H'lEHI: of Tazation, particularly
Taxation in Ohio (1961}, The Tweration of Perronal
Fl'f‘flﬂ?'-'}' in Ohie [1960), Revernus Reiopreer of Chhio
Mendcipatitier (1961], the anneal reports of the depart-
meent, anel an uepublished memorandum, Preferiy Taxg-
Hor in Chhdn,

The Classified Personal Property Tax System

The basic features of Ohio's present system of
persanal property taxation were established by the
Classification Act of 1931, The Special Joint Taxa-
tion Committes, headed by Robert Ao Taft, that
formulated this program stated their aim to be
a system of taxing tangible and intangible personal
that was more equitable, more administrable, an
more productive of revenue than the old systemn
under the uniform rule, The new law reflected the
-tnmEITj':ltl:ue's :Icl;lamtinhgs Hliall.;]"Thc ;asmtlun of such
tangible property as household goods and personal
belongings haﬁng been a matter of derision to
anyone interested in fair taxation. . . . the attempe
Ectax al property not uwied in business has

n a complete fatlure, except when the
is easily visible to the public,” and, res cﬁgpﬁm
taxation of intangibles at the full ad v Tate,
“it was impossible o enforce such a rate against
rty as liquid and as ecasy to hide as stocks,
5, mortgages and the like,”

The present tax on tangible personalty applies,
with minor exceptions, only to property located and
used in business in the State. Such property is
taxed at the same rates as real property, but is
required to be asesed at varving specified percent-
aged of true value that give favored treatment to
property uged in agriculture and manufacturing.
All taxahle tangible personalty is, by law, asesed at
70 percent of true value except: (1) at 100 per-
cent—equipment used in generating and distribut-
ing electricity to others; and (2 at 3) pereent—

stic animals used in agrieulture and agricul-
tural products on farms; machinery used in
manufacturing, mining, agriculture, and certain
service industries: and manufacturers' imventories,
mcluding finished products when kept or stored in
the county of manufacture, As compared with
these fractional bases for personalty, the legal basis
for the aswsment of real property B true valoe;
the actual basis appears to average about 35 percent,

Exemption of those classes of tangibles whose
taxation the joint committes had branded as a
“eomplete failure™ produced a more administrable
tax; but one that stll contained certain inequities,?
and, because of the special dispensation for agri-

"The State tax commissioner has pointed out, for
cmample, the unequal iimpact of percmal property mEation
tm crop and livesiock farmers. By Jan, 1. the asseoment
datg, the former usually have disposed of their crops and
h-l'«'l:_r'ﬂ.r taxable inventory while tke latter are not so
fortaitcualy sheltered.
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culture and manufacturing, one that produced nesw
problems of administration. The classification sys-
tern required determination not enly of where to
draw the line between realty and tangible personaley
but alsy between business tangibles assessable at 50
percent and 70 percent—generating endless border-
line questions and stimulating numerous appenls
for reclassification by taxpayers hoping for more
favorsble treatment. Whether certain kinds of
n.:ngib]c p.:n-un;.lt}' are uwd in business and there-
fore taxable is alo & recurrent borderline issue®
Through clarifying amendments to statutes, devel-
opment of administrative rules, and elaboration of
statutory definition by the courts, these guestions
eventually get answered ; but with much more effort
and expense than would be necessary if the tax
were relatively simple,

The nuisance value for administration of the dual
assessment base of 50 percent and 70 percent over-
shadows whatever economic valae, if any, it may
have: but as in the instance of many cumbersome
tax devices that become well established, this trou-
blesome arrangement is 5o built into the revenue sys-
temn a5 not to be easily dislodged.  Proposals have
been made for removal of the differential and its
replacement by a common asscesment base; but an
analysis by the Department of Taxation discloses
that the change would have a widely varving effect
on the State's 8 counties becauss of the Jack of uni-

formity amomg the counties in the dstrtbotion of the
Ecémﬂf o o NGt
ince inta e personalty or the mest

been escaping taxation under the full ad valorem
rates, the Classification Act of 1931 established sev-
eral classes of intangibles, to be assessed at true value
but taxed at varying low rates that, hopefully, would
produce general compliance and more revenus,
The present rates range from 2 mills on unproduc-
tive mvestinents, itg, ete., to 5 mills on shares
in capital employed by dealers in intangibles and 3

ot of income yield of productive investments.

tax on deposits in Ohio institutions is levied at
the source, and paid the institutions though
legally applicable to the depositors,

The persomal property tax yield, The revenues
from Ohin's classified and special taxes on personal
property account for a substantial and well-sus-
tained portion of all property tax revenues, slightly
under 30 percent in 1959 compared with shightly
over 30 percent 10 years earlier. Revenue from
tangible personalty actually increased its relative
position in this period, nearly offsetting the de-
elisimg itien of revenue from intangibles, It
showuld be noted that the yield from the former was
infuenced by an upward trend in the general ad
valorem tax rates applicable to personalty, while the
vield from the latter B based on fixed rates. Rewes
nue from intangibles accounted for roundly one-
fourth of personal property tax revenue in 19509,

Ampnnty of Praperty Taxey Lewied, by Clars 1049, 1054, 1959
[In mliioms of dellars]

—

| Percent ef Total
% All prop= lﬁd aﬂq Tﬂnﬁl:-tf Inum.-ihl-:
(- ety tnxes | TR FHErRILE
| u'tEI.lF::'_.r 1 Feal corans Petrsomal
and publbs
MESEY | Tangible | Intangible
L o e b B e s ek Fi41.2 F237.8 £47.0 g0, 4 a7 19046 .7
LR e T R i e 537.8 ITe. 0 11. 9 45 0 T3 21.2 B. 5
L R BGT. 5 614, 6 187. 4 &5, T B 21,7 -

1 Inclading special assessment.

Aource: dnnvad Sepere, 1960, Ohio Department of Tazation, p. 44,

¥ Under the ¢ourt’s interpreiation of the satutory defini-
tiom of a manufacharer, for example, the making and sell-
ing of Iregen deserts is manufacturing but the preparation
asd mizing of food from raw matersals in A restkurast b
nof manufcturing. A company engaged in the basinen
of hnm.:? and selling scrap iron and steel, which processes
a such material for a ¢uitemer accerding o speci-
fications, is a manafscturer only to the extent of such
processing. ﬁg—.aiu,' while household furnirure is, in gea-
eral, tax exefpt, 18 & furnithed rectal apartment ot @
wsed in business & taxable. [Cited, with ather
cases and & clarifying discussion of borderline
iinj'h Tazation af Perrenal Property in Okiz, op. &l PR
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* As comparcd with actisal sevenues from this source in
1959, use of o S0-percent asessment base would have
cussed losses for indiwidual counties ranging from 4 per-
cent to 18 percent; on o 55-percent base the statewide loss
winbd have been negligible, while 60 coungies weuld lave
ehown losees up to 10 percent and 28 countics gaing up to
& percent; an 2 Gllpercent basis three counties atill woald
have shown small losses, but gains for the others woulbd
have ranged up to 15 pereent.  As the study pointed cut,
variathons might be expected to be even more pronounced
ameng the loeal governments within each county.
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Respongibility for Administration of
Personalty

Ohio's sion for the administration of tax-
able personal property is far mwore sa;g:mﬂc-inl: in the
national feld of property taxation than its classi-
fication arrangements, as it demonstrates that even
a rather cumbessome personal ety tax system
B administrable if a Btate wishes to provide swit-
able and adeguate anization and procedures.
In its 19351 :[;m'l tﬂh?TaIt Comumittes declared
that central administration “is essential to any
proper enfercement of a tax on intan ]Eﬂ:lhpu'ﬂih
erty,” and, to avoid intercounty inequa u}' in taxas
tion of htmumanddma.nda o ET]‘.]atl:m to TT:J‘
pensate for inecfficient asssssing, the appraisa
tangible persomalty should be in charge of the
atate Tax Commission, which mighe use the county
auditors as its agents, The legislatore accepted
these principles without much dilution.

Perunal property assessment actually i a joint
State-local operation in which the State has the
desninant role. In the inatance of t:mgﬂ:h per-
somalty, returns of infercounty corporations are
filed with the State tax commissioner for assess-
ment and subsequent allocation of valuations to the
countes. Single-county corporations and uninoor-
porated businesses file their returns with the county
suditors, but duplicate copies of all returns except

thioss af um:ﬂf%at&d businesses sith waluations
of less than &5, go to the State tax commis-
sioner for anditing,

Intangible personalty iz elased for administra-
tion as “State situs and “local situs"  State situs
intangibles are those of public utilities, intercounty
corporations, Anancial imstitutions, and dealers in
intangihles. Local situs Intangibles include the
property of single-county corporations, unincorpo-
rated businesses, and individuals. The State tax
commisioner assesses all State situs intangibles and
all local situs intangibles, except those of unincor-

businesses and individuals reparting an in-
come yield of not more than §300 or a value of not
more than $5,000.

Under the State-local apportionment of the re-
sponsibility for assessment of personal property, the
asteasing jurisdiction of Iocal (county) assessors is
limited to certain “local size”™ returns; namely, the
resurns of unincorporated businesses and individus
als reporting valuations or vields within the limits
nisted

Collection and disposition of properly lax reve-
nue,  The county treasurerss collect all axes on
realty and tangible personalty and on all intangible
personalty having a local gtus The Siate trewsurer
eollects taxes on all intangibles having & State situs,

Property taxes in Chhio are used mostly to finance

local government. The State draws on real and
tangible personal peoperty taxes only to pay debt
sepvice on veterans' bonus bonds.  Revenue from
local-situs intangibles accrues to local governments
for carmarked purposes, except for one-fourth of 1
percent that goes to the State Department of Tax-
a-u-:m to Mﬂipn]r its l:nﬂ of mnmnt administra-

from State-situs mt-a.nglhlﬂ,
I-ha.l: from taxes on -d:pml::}: ares of stock, and
capital employed by financial institutions and deal-
crs in intangibles goes to the counties of origin for
Iocal distribution; the small remainder goes to the
State’s general Tumd.

Ohrganization for Assessment Administration

The State has established an effective adminis-
trative organization for the central asesment of
personal and public unli roperty, bmhasnw:r
Isaked mn:lpua:lmmun-:ruf: principles in orga-
nization fer supervision of the asscssmoent of real

rty,  The former is one of the main functions
l:ll' e Department of Taxation, an ageney that is
well constituted for tax administration. The Iat-
ter is ome of the responsibilities of a Board of Tax
Appeals, which has been given a mixture of quasi-
judicial and administeative duties,

The Ohio Department of Taxation, headed by a
single tax commissioner appointed by the Governor
with the comsent of the sennte for o d-year term,
replaced in 1939 the appointive three-member State
Tax Comenission that had been established in 1910,
While this efficiently organized department admin-
isters 4 major portion of the State’s tases, two of it
fove line divisions are devoted to property assessrment
administration-=the Public Utilities Tax Division
and the Personal Property Tax Division. The de-
partment’s stall agencies include 3 THyvigon of Re-
search and Statistics with a personnel of 17 that
produces a steady How of statistical reports and spe-
cinl studies, many of them relating to property taxes.
Thuaa, in the State’s seiup for dealing with persomal
property taxes there is no dilfusion of responsibilicy
and oo lack of awareness of the importance of this
revenue, although little of it becomes available for
State purposes.

Reinforcing the omganizational and professional
competence of this agency is its policy of promoting
good public relations.  Its officers generate. good
will and respect, and advance taxpayer education,
by accepting opportunities to participate in mest-
ings of trade associations, bar associptions, accouwnt-
ing organizations, and other professional and civic
groups, The department’s annual reports swecoed
in mmhi'ni'ng' hatie statiztics with i'numl:irlgjf pre-
sented explanatory comment and analyais,
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The Personal Property Tax INvision

This division, headed by a chicf, is in chamge of
the department's personal property  Assessment
functions. For administrative and taxpayer cons=
venience, the division has, in addition to its central
office in Columbus, five district offices—in Cincin-
nati, Cleveland, Lima, Toledo, and Youngstown.
All tax returns that are sequired to be filed directly
with the tax commissioner are handled in the cen-
tral office. For all ather State audited returns, ie.,
those filed in duplicate with the county auditors
acting as agents for the tax commmissioner, the re-
sponsibility is divided among the six officers on a
territorial basis.  The Columbus office has four
gections related to the clames of taxpayers—Cor-
porations, Unincorporated Business, Intangibles
{returns of individuals and trusts), and Financial
Institutions—and also has a Valuations Section that
serves primarily as a stafl agency for the entire di-
vision with respect to intangible personal property
tax returns.

Methads and pmmdum_mmr owners of taxable
personalty are ired to file tax reburns at spec-
ified d:t:_-nb mm fact that the law imposes a
penalty of 50 percent for failure to file ne doubt
facilitates the discovery and lsting of taxpayers.
The lepal basis for the assesment of tangible per-
sonalty is book value—the value the taxpayer car-
rles on his books, less depreciation—though with
some allowance for fexibility. In the opinion of

nt efficers this method is sound and work-
able in that it establishes & prima facie basis for a
fair determination of true value, climinates the
element of negotiation, and aveids the necessity for
expensive appraisals. For all tax returns that are
audited by the Personal Property Tax Diviston, de-
tailed forms are prescribed by the tax commissions
er. Tax returns on business tangibles must include
balance sheets meeting defined specifications,

While under the book wvalwe formula the divi-
stom's valuation work is primarily that of auditing,
this function is far from simple and routine. Rep-
resentatitve special problems range from how to al-
locate the property valuations of interstate corpora-
tions and identify the inventories of individual tax-
payers stored in public warehouses, to how to cope
with the rudimentary records of small businesses
and farmers.  Facilitating the work of asessing in-
tangibles are the required payment at the source
of thi tax on deposits and the use of an income basis
for taxing productive investments, items that pre-
duce nearly nine-tenths of the revenue T
intangihles.  For revenue from productive mvest-
ments, Federal income tax returns furnish support-
ing information, though with such gaps as income
from municipal bonds,  The division has reasonably
adequate powers of audit and inspection and sup-
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F'Iu'nmu its office pudits by extensive feld audits.
n support of this function it accumulates and
analyzes large quantities of basic data, including,
for example, copies of over 200,000 Federal income
tax returns each year, Contributing to the sucoess
of the division's operations has been good coordina-
tion of its sections and offices as well as of the divi-
sions of the depariment.

Counfy relafions. Since the county auditors act
as agents of the tax commissioner and abo assess
the P:nnn.a] property of small taxpayers, the com-
missponer has a twofold interest in getting efhicient
cooperation at the county level T.a.:-l:p-ﬂjr:rs whio
file their returns with the county anditors must be
ahle to get competent advice, and local amess-
ing standards must be encouraged. Dealing with
locally elected avditors and their deputies, the com-
missioner and his staff rely mainly on friendly per-
suasion, education, and the provision of servces.
Buch procedure includes visits to local offices to
provide help in problem areas, conduct of a series
of regional county auditor schools annually, presen-
tation of programs relating to personal prope
taxation at meetings of the County Auditors Assocl-
ation, and preparation and distribution of baulletins,
E1_|iﬂm, and manueals. The eounty auditors Are
furnished with from 20 to 30 “County Auditor Bul-
letins” & year designed to keep them abreast of
developments in the personal property tax field;
news relepses to be wsed locally just prior to the
dates for filing tax returns; and forms, instructions,
samples of completed tax returns, investement man-
uaks, and annual book of incerme yields and values,
persanal property tax rmaneal, and the Ohio tax
law. If a county auditor is too uncooperative or
casual, there are a few supplemental means of
pu:m,:an'nun- H:l]'; may be abtained {rom the State
Auditer’s Ofce, which has a division dealing with
county auditors, or the tax commssioner may fail
to appaint & county auditor as the county's State
inheritance tax deputy—an office that carries some
remuneration. The variable quality of this local
adjunct of the centralized system appears to be the
one weak spot in an otherwise well-integrated ad-
ministrative organization.

Administrativeg gxpense, The eoit of adrministra-
tion of the Personal Property Tax Division in fiscal
1960 was £1,470,119, the personnel cost for the
division's 285 employess accounting for 83 percent
of the total. This State expenditure for persomal
property assessment administration was only 0.56
percent of the taxes levied on personalty in Chio
in 1960, The amount spent locally for this purposa
i5 not known precisely, but it is unfikely that the
eombined State-local cost exceeded 1 percent of the
taxes levied, The 1980 ratio of division costs to
taxes levied was little changed from 1941, though
it was higher than in some intervening years.
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Bource: Praperty Tacation in (s, unpublished memorandum of Ohbio Department of Taxation,

Under the State's efficient assesment adminis-
tration the ]:Emlma.l. property tax that falls within
the State’s amesing junsdiction has gained tax-

ver pespect.  The taxpayvers recognize that the

tate strives to give them uniform, equitable, and
intelligent treatment and that evasion is hazardous,
The legislature’s willingness o appropriate fairly
pubstantial sums for this funetion has been an ex-
tremsely economical way of aiding local gevernment
finance, but it is probable that such expenditure
has not reached the point of materially diminshing
returns and that EEE:I.IEI -E:l: nditure would he
profitable.  The division's audits have been addin
from £5 mallion to $8 million nnnualh.r to oTiging
tax returns, a $9 to 514 gain for every dollar of
cost, and the discovery of additional taxpayers con-
tinues to be a productive process,

Meeting perronnel requirements. For effective
operation the division’s personnel must include pro-
fessionally trained accountants and economists and
a large staff of examiners with some knowledpe of
accounting and business and investment finance,
As in many States, civil service salary seales in Ohio
handicap competition with private business for
professionally trained personnel.  Balaries for the
division's five grades of examiners range upward to
£9,420, but the starting grade, at $380 per month,
docs not attract college-trained people.  The divis
sion must rely heavily, therefore, on training its
own e ployees,

Systernatic inservice training, in fact, i a key
feature of the division's administration, The divi-
sion has an apprenticeship type of training program
for new examiners that takes account flexibly of the
new employes’s previous training and experience
and prospective assignment,  After he has become
generally familiar with the practices and procedures
of the divison and the particular phase of its func-
tions with which he will be concerped—as well as

e i

with the hasic source matenial on which examiners
must rely—he & asigned to an experienced ex-
aminer to assist in actual office and ficld audits,
When, in the opinion of the examiner, he has ac-
quired sufficient competence, he is given specific
cxamining and auditing duties. Further instruc-
tion, & the need is demonstrated, i3 provided h.:"
cach examiner's supervisor, and sﬂ:tmﬂﬁl and divi-
gional confereries are held pertodically for discus-
sion of legal, procedural, and policy developments,
Under the policies of the State Personnel Board,
senjority rules are not a material handicap to rh-:

advancement of good peophe.

The Assessment of Heal Property

In sharp contrast to Ohio's strong program for
the central assessment of personal property is the
State’s rather perfunctory comcern for the asses-
ment of real property.  While the operative realty
of public wtilities 1s |:-|-.:|1I:I:L|]:|.' assessed, all other
realty i3 locally assessed with only wvery limdted
State supervision,  When the legislature established
a State Tax Commision in 1910, it made super.
vistom of local amessing one of its functions; but the
Special Jeint Taxation Committee of 1931 com-
maented in its peport, "“The control by the State Tax
Commission of teal cstate appraisal i larpely
theoretical”  In 195%, when the legislature re-
placed the State Tax Commission by a Department
of Taxation headed by a single commizsioner, it
also establighed an apprintive, three-member, -
partisan Doard of Tax Appeals, nominally within
the department bt outside the jurisdiction of the
tax comumisioner, and gave it not only guasi-judicial
functions but also the responsibility for supervising
the local assessment of real property.  The board,
by this and subsequent action of the legislature, was
authorized to “direct and supervise the asscssment

127



THE ROLE OF THE ETATES IN ATRENGTHENING THE PROPERTY TAX

for taxation of all real property,” and to order
reassessments “when in its opinion such Irrn}:rﬁrt}'
has been unequally or improperly asessed.”
Giving a highly technical administrative joh,
such as the supervision of property assessment, to
a quidi-judicial board constituted to deal with the
legral guestions invalved in tax appeals is not likely
to produce cffective results. The Board of Tax
Appeals, despite divided responsibilitics and in-
adequate resources, has directed considerable effort
over a period of vears to intercounty equalization
of real estate assessments; but has had only Hmited
sucees n this underiaking and has not done much
to eliminate intracounty inequitics in assesment,®
Lacking effective Btate supervision, local assessing
dl:-p-:nds. main.'l:,r for its qua!'rt:r o the kind of aisess.
ment adminitration provided by the elective county
aunditors. Thus while some Ohio countics main-
tain good to distinguished assesment standards,
others range from mediocre to poor performance.”
The State legulature ereated a Tax Study Com-
mission in 1960 to study the property tax laws. In
its 1961 report, dealing solely with the real property
tax, the commission stated ss its belief “that the
decision whether local government needs new
sources of iocome could not be made intr.llig'&nﬂy'
until Ohio has scen what a strengthened real prop-

*Ta enable the board & meet its I;]LHI‘-':IM? responsi-
lidlities, the Stat= has made el est anpronrEalions,
The board's total expenditure of $249,035 1n fical 1960
inchaded o mshsinntial smoant for e aquas-judeial daties,
and im that year there were onby four employecs in the
baard's Disdslon of County ARairs. The cost of [ocal
realty assrssment varies widely among the counties.  Ac-
cording to sstimates by the Ohic Department of Taxation,
the expenditure of county noditors for this purposs m
LO60 was 846 million, or only 0.78 t of the real
ﬁmp:ﬂ taxes levied in that year, {:ls figure was In~

weniced, howewer, by kow coits of several large counties
that ranged down to 044 percent; in the 1 small counties
with tofl real progecty levies of less than E700,000,
the cowt ranged up &0 399 pestest with a median of
2.5 nercent. 2

*The low reqguires that real propeety bhe asessed at its
trae value in money and that thers shall be o renssessment
eyery 6 years,  With the sverags level of assermment varp-
ing from county to county at far below tree walue, the
banrd has tried to take advantage of the reassesmment
requirement both to mise the bevel and eqaolize it among
comnties. Legislation adepted in 1557 undertook 1o
facilitate eqiealmzation by requiring real property fo ba
amensed secording 6o taxable vabue as established by ruls
af the Beard of Tax Appeals on the basis of the faces ad
clerumstanees necessary to achieve uniformity.  The con-
stitutbonality of this provisien was wpheld the Chhio
Supremes Coutt in 1958, but the legislature subsequently
repealed the provision aed sestorsd the troe value hass,
The sales ratle study conducted by the 1.5, Ceniiss
Bircat for the 1957 Census of Governments disclosed thac
B he 23 Ohio counties covered, the equality or uniform-
ity of assessment, at Peast for nenfarm dwellicgs, was
superior in 6 counties but below the national average in
fi other counties.  ( Taxsbie Property Folued i the nited
Seates; op. git, pe 1370
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erty tax law will produce™® The commmEsion
made four basic indings, which may be summarized
as fallows;

1. Mﬂnl.t;g'h the statutes provide for assessment of real
propesty ol i true 'un.!u.e in mosey, the highesy ratio of
scmessed to true value In any cownty @ shout 50 percent
and the sverage ratia in gcane counties 18 s than 30
pereent.

2, Under the school foundation program, the State
giver to each school district, as additional aid, a cal-
culated ampunt per pupil less the '%E“Hh af a bevy af
a desigmated millage on property. is rewards a county
whith assesees 12 real v at o low p:rc:nu%ll: of
value, by giving it more te aid tham it would have
received if it had come closer to complinece with the
Nawr.

3. There is widespread lack of uniformity in assess-
ment 'rurhtnnnfm];-m:u in difereny clases in the same
:nl.lnq.',_n.nd so lack of _I.'|ri|E|}|‘:|'|1:|:!|I sarsong  irsdividuoal
praperties of the same class in the same sabdivision, This
pesalts in unequal freaiEent W many property cwners,
agalnie which the law provides ne adeguate remedy.

4, The baslc roason Tor the lack of interéounty and
intrataunty unifarmity i= the lack of a uniform system
af real iy assesment ard of adequate provisions
for State gudande of local officials.

To remedy these defecis the commision recome-
mended legislation, and submitded the draft of
bill, along the following lines: (1) The ratio of
aspeased 1o true value shoald be established by law
at 50 percent—a [evel about equal to the highest
used by any county.  [While it might be poasible,
the commuission said, to enforce the universally dis-
regarded  100-percent requirement, a S0-percent
ratio would be just as effective in achieving uni-
formity and would not ereate such difficult problems
of local adjustment.) (2] The law should be spe-
cific about the basis of asscssment—Iland should be
apprased at its fair market value as of the tax lien
date in the year of apprakal; buildings and im-
provements, at reproduction cost new as of the tax
lien date of the second year preceding the year of
appraisal, Ies any depreciation and obsolescence to
that date; and each parcel should be assessed at 50
percent of the wtal of thess values. (3] The Board
of Tax Appeals should be empowered to promulgate
rules prescribing methods of making apprasals, to
be hinding on the county auwditors. {2} Any tax-
payer should be entitled, on complaint filed with
his county board af reviston or on :.p'pr::ul to the
Board of Tax Appeals, to obtain relief agaimst
overvaluntion if he can establish that hiz property
is assessed at more than 50 percent of true value,

The report said nothing about change in the or-
ganizational arrangements for State supervision of
local assessrment of real property, but some authori-
tative opinion in Ohie holds that the responsibility
ahowld be FI:L-I;.HI ina pu'nl:-miunuil'y weeell tquip]:réﬁ

" Report of the Tar Stwdy Communon o the hin
Tideh General Arosmbly, January 1961,
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administrative agency, leaving the Board of Tax
Appeals free to concentrate on it inportant quasi-
judicial duties. In its 1961 sesion the legislature
tonk no Anal actton on the commBdon’s recoms
mendations,

An apprasal of the ety tax situation in Ohio
decloies that while the State [ollows some tax
policies and procedures that would provide no

constructive model for other States, it has demon-
atrated that persomal property taxes can be ad-
ministered cquitably and effeciively under appro-
priate organization and methods. Under efficient]y
centralized administration, the State’s rather come

vt ¢lassifed property tax system has
I;I:rl.ren manygeable and receives a gmd}nwm
of taxpayer respect and compliance.
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Oklahoma State tax agencies have a significant
role in the administration of the property tax, but
then: B no use of this tax for State revenue purposes.

Primary responsibility for the property tax at
the State level rests with the State Tax Commis-
ston, which i responsible also for administering all
major State taxes, The State Tax Commission has
three members, appeinted by the Governor for -
year overlapping terms, but long tenure has become
teaditional, with the mermbers serving early in 1963
having been first appointed in 1939, 1947, and 1931,

There i also a State Board of Equalization,
created by the constitution and incleding the Gov-
ernor and six other elected State officers sering ex
officio. This apency makes the assessment of rail-
road and public service property and equabzes
locally assessed property, but in practice, “Becauss
the mermbers of this board each have scparate offices
and other duties to perform, it meets only a few
times each year to function as the Board of Equal:-
zation” In order to assist the Doard, railroads
and public service corpocations make a rendition
of their rty to the Tax Commission.
“The Ad agrem Tax Division of the Tax
Commision conducts the investigations and does
the detail work necessary in connection with
these assessments for the commission to make its
report and recommendations to the State Board of
Equalization.” *  Simalarly, the State Tax Coms
mission examines the abstracts of the assesment
rolls certified to it by the county mssessors and re-
ports with recommendations, to the State Board of
ol Equalization, which may adjust and egqualize
such asessrpents between counties and between
classes of property locally assessed.

The county asesors are responsible for assess-
ment of all taxable property other than that assesied
by the State. They are elected, serving 2eyear
terms, and appoint their deputies and assistants.
The valuations set by the COLITIEY RSSE=SOTs ATe :qu:ll-
ized by classes of property by the county boards of
equalization and submitted to the State Tax
Commission,

Appr.a]:. may be made from the county boarpds
of equalization to the district court, with further
appeal to the supreme court, and appeals from the
State Board of Equalization are directly to the su-
preme coutt. ¢ Tax Commbszion in s 1962

rt nodes that the ecommendations ol the eotmn-
mission For valuations of milmoad and public service

b phek Birmmiw Report of the Oklahoma Tax Commir
Hom, Oklahoema City, 1962, po 127,
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corporations for 1961 and 1962 were substantially
histher than the company renditions, and while the
State Board of Equalization accepted the commis-
sion recommendations, there were no appeals from
the amesments of such properties and there were
no protests pending when the report was issued.
The situation as to locally assessed property, how-
ever, was very different.

Omn Aogust Z, I!'E-ﬂ,: the State Board of Equalmation
insued Fs order increasing the assessed valuation of arban
pmmn; o Paral I_.ar|.|:|| aned irn]:muuzm:r!.m ar ]:-u-1_.|1. in
Gl aof the 77 counties 2s o resuls of studies made in all
eommnties a8 10 the roatio of assesmed wvalues to fair cash
values of propertss.  Initinlly most of the said 61 coum-
tiea fled complaims e the increases made by said board.
However, anly 20 of the counties pesfected appeals 1o the
supreme ciard and acteally oaly about 14 counties prose-
cuied their appeals and filed boiefs in the cases.  Tn addi-
tion, ooe taxpaver alie propeted the inereases el Tﬂ

aled to the supreme court, At the regqueit al tha

nar and the State board, the Oklahema Tax Gom-
misshon assisted in boiefing and presenting the position
o the Biate Board of Equa]i:aﬁ.m_:. in the ] oourt,
“Thi: supreme court sestained the increases in each of the
aaid cones.”

Besides review and recommendations to the Suate
Board of Equalization, the Stage Tax Commission
has specific dutics in comnection with kecal asess-
ment. Such duties, prescribed by statute and sume
marized in the commission’s biennial reports, in-
clude: to confer with and provide technical assst-
ance o county assessors and boards of equalization
to the end that all property in Oklahoma may be
uniformly assessed; to e forms inchuding
property classihication and appraisal forms; to pro-
vide schedules of personal property values; to ex-
ercise general supervision of the intangible per-
sonal tax act; to appoint one member of
the cousty beards of egualization; to furnish an
attorney on behalf of the county assessor, on the
request of the county attorney, to asist in appeals
from orders of the county board of equalization;
and to conduct training schools for county amessors
and thelr deputies.

In nmting thie trﬁrﬁn.g !'I|.|:|:||:I:i.n:m'lr the commission
holds an annual school, in cooperation with the
University of Oklahoma, at Stillwater. The come-
mission reports that attendance at the schooks im-
proves steadily and that the bencfits of attendance
are “definitely reflected in the qualiey of the acsees-
ments of property being made in the countics aof
those who have atiended such schools."™ *

Froid, p. 107,
'ibid.. p. 108,
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A major change in the assessment law of COflda-
homa was effected in 1958 when the voters ap-
proved a constitutional amendment which changed
the basis of assessment from lair cash value to 35
percent of such value. The amendment provides
that real and tangible personal property taxed ad
valorem shall be assesesd for taxation st mol meoce
than 33 percent of its fair cash walue estimated at
the pr.in: it would hri:ng ab o w.lluntn.r}' sale.

In 1939 the l=gislature specifically directed the
State Board of Equalization to equalize valuation
of real and personal property including public sery-
ice property in order that all property in the Stata
may be ascssed on a uniform basis at the same
percentage of its fair cash value,

Two other recent changes in the laws should be
noted—both aids to administration of the personal
property tax, In 1937 the $100 exemption for
houschold goods, tools, e, which had beecn in
effect for heads of family when used in support of
the family, was made applicable to every person
maintaining a home, In 1961 it was provided that
5 percent of the amount due under contracts exe-
cuted by the State Highway Comenission should be
retained until the contractor fles a certified copy
of a receipt showing payment of personal property
taxes due on equipment and supplics to the treas-
urer of the county in which sech property is re-
quired to be assessed.
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Since 1951 she State of Oregon has been carey-
ing out what it calls a statewide rea.ppr.niul ar
equalization progeam for its m systen,
Somewhat obscured by this unmm]ngr
is the State's Fm'lhrlght un :rta.lnng to rehabilitate
the property tax, establsh equity of assessment
among classes and within classes of property, and
give permanence to the accomplishment.  The pro-
gram has met with some criticim and ition,
but it has made notable progress, i still being con-
sistently and energetical and i3 gaind
ey Lo s Lo i

acce . More dgnificant than the te:hrdul
features of the , impartant as th
been, is the imation of resourceful Iﬂanh:p,

cooperation of State administration, legislature and
local povernments, and effective publicity and ed-
ucation that has made this program possible,
The situation that prompted the adoption of this
gmgum was quite sionilar to that in numerous other
Much property had not been reasseised for
vears, and assessed valuations were failing by
nﬂ]}- wld-l,-_'rri:l':_ﬁ mﬂ.‘rg']:‘ls to represent existing
vahies, Uniformity in the asesment of different

clames of rrj'wunul: even being approxi-
mated, I]El: basis for bocal asessment Sfltaﬁ Profe-
erty often differed widely from that for personal
property, with the State using a basis different from
both in its central asesment of public wtility prop-
erty. Gros incquities existed in ascaments within
classss of property, and it seemed probable that
SO was eseaping assesicnent.
ﬁcngqmmgrréy for this glhl.EtL{m wire imadedquate
arrangements for local asemment administration,
failure of the State Tax Commission to do the su-
pervisory job it was supposed to do, and shortcom-
ings in tax and assessment laws, The local orgrmi-
zation for assessment was less complex than in many
Btates as it was on a countywide basis and there
were only 36 countics, Then, as at present, cach
county clected an assessor for a 4eyear term and
also had a board of equalization composed of two
ex officio members and a third chosen by them.
The method of choosing an asesor, however, gave
no assurance of obtaining professional compotence,
amd county geography imposed obstacles to state-
wide assessing efficiency. Ten counties, with an
aggregate area 5 times that of the State of New
Jersey, had populations of less than 10,000 and
n'n]:.r 16 had pﬂpul:.l'.'n-nns Eml:lmﬂing 25,000; thus a
considerable number of asesing jurisdictions were
not large enough to maintain the necessary tech-
nical staffl and facilities for competent assessment.
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Bince—1920-the State-Tax-Gommission-had-had
the responsability for supervising local property tax
administration, its resources had never becn
adequate for this purpose. The policy of the
commision through the 1930°% and 1940°s appears
o have been that action to aid assessors and their
staffs to make correct original assessments was far
more desirable than the Rssance of equalization
orders for the correction of local mistakes The
commission always maintained a small staff of
Srate apgu-auen to astist and instruct the local per-

ut good intentions were vitiated by the
rx:mmen afl de

bon, war and early postwar
years, and in 1

1, prior to initiation of the states
wide reappraisal m, the staff of the Commis-
sion's Valuation Division totaled 15, inchading only
& few expericnced appraisers.t

Nothing less than a complete reappraisal of all
real property in the State, commission decided,
would serve to restore arder to the increasingly
chaotic situation; but the commission also came to
the conchasion ﬂ'ur- its direct conduct of such a pro-
gram in cooperation with the county assessors and
their staffs would be of greater and more lasting
benefit than issuing orders to the counties to make
reappraisals. Regardless of the competence of the
appraisal firms that most of the counties would have
1o employ if the latter alternative were used, there
would be less wniformity of performance and less
epportumity for the commision o gain inght thar
would be useful for future supervision. The com-
mission redlized, alio, that a rhpﬁ]ﬁuﬁ] wituld b
financially wutcfu] 1,II.'I!E!E it eould be made the
basis for a permanently higher quality of assess-
ment adminisiration.  The 1931 ]I:E'.!Flﬂ-tl-l-'l'l: au-
thorized the commission's d m, tn be
completed over a period -:E E years wi the Stats
and the counties to Ehn.n: ually in #hl: cost,

From the commission's realization that statemeide
reappraisal of r{ml perty was little muore than an
CIMErgEncy first-ai p-l!mtl.m'l a broad progrank
ernerged that included better enforcement of all
property tax and assessment laws, critical reexami-
pation and amendment of existing statutes, and re-
moval of inequitics and inefficiencies in the amess.
ment -pf 'Fr:rma,] ]1n:|-'|:|r:rt'|.- not coviered |:|j the re-
pppraisal plan. The succesaful development of a
long-range program of this character called for con-
tinuing understanding and support by the legisla-
turc-—a prerequisite that has been met in good

* Ber Samuel B, Stewart, “Progerty Tax Developments,™
in Mational Tax Association, Proceedings of 490h Annual
Conferemcr, 1955, p. 156,
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measure by cooperation between the commissson,
the rcgula.h: legislative committees, and a serles of
leggislative interim tax study committees. Thep
erty tax and its admiuim?nl'r:q haﬁﬂhtetéldm'cngt E
ened progressivel legislation in mo
s.:mmE af the ]g.g't;i}latuc.%c since :'nilﬂlinn of the
program.  Iis success has been very dependent,
moreover, on the means wed to obtain county co-
operation and puklic support.

Orgonization and Powers of the Stale Tax
Commission

While the property tax has not been used for
State purposes in Oregon sinee 1940, the State Tax
Commission holds a prominent role in its adminis-
tration. It assesses some property, supervises local
property assessment and tax collection, and serves
alzo a3 a board of appeals,  The commission is com-
pased of three commissioners appointed by the Gov-
ernor for 4year terme.  The commisgoners elect
from their number a chairman and & secretary.
Long tenure has been traditional—in the first 50

of the commisgon’s existence there were only
13 individual tax commizifoners; but in 195% Gov-
emnor Hatfield replaced all 3 members.  This
change did not interrupt the continuity of the prop-
efty 1ax Program.

Property tax administration is handled by the
WValuation Division, one of the commisgon’s three
line: divisions, headed by a director.  The division’s
broad responsibilities include; {1} central assess-
ment of public utility property; (2) conduct of the
reappraisal program; (3} conduct of the mainte-
nANCE am—a progeam designed to preserve the
accomplishments of completed reappraisals not onky
by providing general assistance to the county as-
sessors but by certain types of appraisal asistance
sperctfically provided w and earried out under
formal agreements with the counties; (4) research
in the development of appranal standands, includ-
ing annual assessment-sales ratio studies; and {3}
a large share in administering the State’s timber
taxes. = i

Supervisory pomwer. e statutory authority giv-
Bl I'.'hi State Tax Cornmission to supervise the local
assesamment of property is comprehensive and spe-
cific. In general, the Commission may—
do any act or give any order &6 any Sounty board of
equalization or conmty asessor as 1o the valaation of any
property or cla= of pro which the commission
desms necessary so that taxable property is assessed
according to law and equalized between taxpayers, between

counties and between taxing anits to the end that equality
of taxation accordinmg to law shall b secursd,

Among the things that the commssion is e
quired by law to do in camrying out its general s
pervisory responsibilites are: Tssue regulations, hul.
leting, manualks, and instructions o county assessonrs
and boards of equalization azs to the best methods
to secure uniform assessments; CRETY on & conting-

(-5 —E——-I10

ing study with the object of intercounty and intra-
county equalization of assessments; carry on at its
own expenss a program of imservice training for
county assessors and tax collectors; and conduct an
annual training session {not more than 4 days} for
members of boards of equalization. The law abo
authorizes ific lines of action, noted later, for
the commission's conduct of the State's reappraisal
and maintenance programs.

Enforcement. FI' persuasion fails to obtain com-

i with its orders, the commission has adequate
E;al powers of enforcement.  For exarmple, it may
exarmine and test the work of county asesiors at
any time, summon witmesses, and examine persons
and property. If it finds omissions or illegal aseess-
ments, it must report them to the assessor in writing.
If the assessor neglects or refuses to make the cor-
rections, the commission may itself make them as a
supplement that becomes an integral part of the
assessment list.  Again, the commission may order
any county board of equalization to raise or lower
the valuation of any taxable property and to add
property to the roll and may require any board o

reconvene. If a board fails to comply with any
order, the commission may make the change or cor-
rection in the assessment roll.  In general, when it

appears to the commission that any public officer ar
emplover whise duties relate to assessment or equal-
ization has failed to comply with the law covering
such duties or related rules of the commission,
commission, after a hearing on the facts, may issue
its order directing compliance.  If such officer or
emploves fails to comply with the arder within 10
days, the commission may apply to 3 judge of the
circuit court of the county in which the officer holds
office for an order, returnable within 5 days, to
compel him to comply with the law or rule or to
s cause why he should nod be compelled to do
s, Any onder Bawed by the judge shall be Gnal.

The Rehabilitation Program

The follvwing summary of Oregon's long-rangs
program to strengthen the property tax reviews the
mpra-:iml program, the steps taken to reinforce it

clarifying the tax law and in.iliaLhE profession-
alizateom of the assessment function, the efforts 1o
improve assessment standards and o minimize in-
equalities not covered directly by the reappraisal
program, and the development of & maintenance
program to consolidate the gains,

Statewide Reappraisal of Real Property

The legislature provided that the reappraisal
gram be completed in 10 years and that the State
and the counties each bear one-half of the expense,
but lefi the details to the State Tax Commission.
The commision decided to expand its own tech-
nical staff to conduct the project and to make it &
{.:rnp:r.a.thr: und:rr.a.'l-:'i:ng l:r:,r wm'l:ing with the coun-
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by assessors and their aalls and by initiating ap-
Pqi.nl.'l nn]].' upan |'-|:|:|u-::1. Simee in each oounty
a et was contd nt an the county govern-
ment’s approval and its willingness to make the
sizable appropriations required, this policy hel

to stimulate local understanding and support.  Res
quests tended, from the start, to outrun the ca-
E:m? of the Valuation Division to keep abreast of

B,

Cretting organized for the job was in itself a large
undertaking. Startng with only a few experienced

praisers and with outmoded cost and procedural
manuals, the Valuation Division had to recruit and
organize a technical staff that could do mapping;
devie and instafl record systems; and plan, direct,
and participate in the apprazal of all kinds of real
property, and also develop better assessing tools and
carry on research in valuation methods and stand-
ards, Part of the plan was for cach county to pro-
vide an appraisal etaff that would work with the
Waluation Division®s appraigers during the course of
the county’s peappraisal and thus equip the county
assessor with trained personnel that could give con-
tinuity to the new standards and procedures.  Since
only one county had an organized apprasal stafl,
the division alin had ths EFII:IEFJI_"!.' o overciome,

Under sure to get the arm in motion, the
Tax ﬂmnri:l:zl.l‘.‘-n En.urE‘.‘Ehud |£E']:puiml af ﬂ'.ll:.' first
l'gw munﬁ:s thmugh imfnrmal agmr:rm:nh whi.h: i1:
was still in the process of bullding staff and develop-
ing plans. This initial experience emphasized the
importance of three operating principles.  Firat,
pufficient preliminary information should be de-
veloped respecting each county o permit formula-
tion of a realistic budget for the county's reappraizal.
Second, the work in each county should be subject
to a formal ecntract thae specified the responsilbil-
ities of both the Valuation Divisben and the county.
Third, the actual work of reappraisal shoubd be
undertaken only after a county Iﬁz been ma pnd
and a standard record system established. Fa:::l
cizs that wiolated this routine cawsed later duplica-
tion of work,

Orgenization and procedure.  The organization
evolved by the Valuation Division for conducting
the reappraizal program under the supervision of the
division’s director consists of (1) an assistant direc-
tﬂr |n -;Cha. of the gram [2) two supervisors

, CHE :Il'l I.' TE l.'h{ I:Il.'l'lhE‘T .ﬂ.FEﬂﬁHFI.LE El'l.d
the uthu- aJ urban and rural appraisals and map.
ping: and (3} under each supervisor, appraisal sec-
tion heads in charge of the field appraisers assigned
toeach rna.jmrpn:l riy category. Each section head
i rnrﬁ:nsihﬂr or the operations rIF his section, which
nEay roceeding simultansmasly in several coun.
ties. In 1961 the stall of the divisien cagaged di-
rectly in the reappraiml program numbered B3,
inl;'ludi.nﬁ, in addition to the 3 top c:l:Ei:uI!i'-'v::, 19 in
timbee, 7 in indwstrial, 10 in farm and 12 in
urban appraisal, 25 in mapping and T in a technical
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pool.  Additonally, an appraisal standards section
wias developed to carey on valuation researcls.

A general procedure was developed for under-
taking individual county p 1'.J]m:r,.t. When a county
rﬂqudl.l H S rta:l.'l[}raisﬂ, rj1¢ aiuatlr_ln Dt'.-l!ll:m pre=
pares & tentative contract covering the work to be
done, time schedule, estimated cost, method of fi-
nancing, and  allocation of responsibilities,  After
the provisions are reviewed with the county assessor
and the county court, a final contract is completed
and sipned,  The operation starts, ordinarily, with
the preparation of maps and records.  Available
maps and plats and photographed copies of deeds
are assembled and aerial photography is conteacted
for wse in farm and dmber land classification as
well as mapping. The mapping section then drafts
tax maps, assigns tax lot numbers and prepares tax
Iot cards, each having a legal description of the
parcel it identifies,

With this gmundwnrk tnnﬁp]r:tnd, the prtual work
of appraisal can start with any class of property,
E‘iwing’ the division flexibility in shifting its special-
1zed appraisal sections from one county o another,
The county appraisers participating in the project
are assigned to the supervisors in charge of apprais-
ing the classes of property in which the assesmor
wants them trained. Since the division may have
various sections of its staff working on projects in
several countics at the same time, it provides fos
unification of the pregram in an individual county
by putting an experienced supervisor in charge aof
stafl conrdination and relations with county officials
and taxpayers,

Taxpayer relations. The Tax Commision has
been well aware that public acceptance of the
ﬁ'ﬂm depends on effective  taxpaver education,

'hen the Valuation Division is ready to start jts
work in & eounty, a public relations P am I8
imitiated, mph-aslzmg Emr. the purpose of the proj-
act 15 not b incresse ta:a::. but to assure mors eauI-
table assessment, A series of press releases and all
other forms of communication are uwsed, but the
divisbom works especially for local sponscoship by
encouraging the formation of local committess and
getting representative citizens o speak in support of
the prograrm,

When the project is completed, the assessor sends
written nofices of the new asesments to the taxe
pavers and the results are explained by news releases,
radio, and television, Division representatives assist
the assessor and his staff in explaining changes to
L]ll.ﬂsﬁnning rfrn]:lértf owrErs, ruﬂ&&khﬁg ;.'l::ll.'lril.i!.a.]t
where called for, and satisfying the raxpavers as
far as powsible that the results are fair and equitahle,
At county board of equalization hearings, and in
the event of appeals to the State Tax Commission,
the division's appraisers are made available to aid
the assessor and support the assessment.

Progress and cost of reappraciel.  Acconding to
the original estimate, the reappraisal program was
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to be cormpleted in 1961 at a cost bo the State and
eounties af slightly more than 33 malhon, but bes
fore long it became evident that it would cost more
and take longer. In 1957 the legislature opposed
increasing the budget to permit finishing the pro-
in 1961, but approved camrying it to comple-
tion without regard to any specific deadline, By
May 1962, 26 counties had been completely re-
appraised, 6 were in various stages of reappraizal, 1
had just sipned a contract, and another a prelimi-
nary agreement. Of the two remaining countics,
ﬁﬂtmn had contracted for timber reappraizal and
ultnomah (metropolitan Portland) had taken no
stepd 1o share in the program,

Thee cost w-:nmj:]e:inn apparently will be upward
afl EII:I mi]li.-.-.-'r!l, with the Stn.tl.-.‘s .|l1;1.n: a Iitl:Ec more
than one-half.  Accounting for the increase have
been population th, a rise in salary and price
levels, and the l:Tml:nt of a more thorough

5[11111 than origin contemplated,  Concur-
rently the Tax lﬂnrnmum-m s other costs of property
tax admlrustmul:-n have increased with its asump-
tion of additional responsibilities in advancing the
broad rehabilitation program and maintaining the

ains from reappraisal. The commission’s expense
or property tax administration has risen from only
$261,000 in the 194951 bieanium, prior to initia
tion of the reappraizal program, to $1,734,000 in
the 195951 biennium, when reappraisal accounted
for 60 percent of the total. Even with this sharp
increase, the recent cost to the State of financing its
vital share of property tax administration and re-
habilitation has been relatively insignificant at less
than one-half of 1 percent of the more than 3200
million annual yield of this main source of local
rewenue,®

This summary of a program that is approaching
successful completion would be misdeading if it
failed to mention the handicaps and obstacles en-
countered and the means by which some of them
wepre overcorme. | here has ;.lwa].:s been some o=
tility to the program by thoughtful people who be-
leved that other methods of strengthening the
property tax would have been more expeditious, by
opponents of the trend toward centralizing more
Bll.lﬂ1|:l-:l'i.|.'!|" in the EI.E.I:EI and IJ],I taxpayers whio have
been hit by the shifting of the tax Burden under
the equalzing effect of reappraisal.  This last factor
in particular has produced numerous local cone
troversics and contributed to the defeat for reelec-
tion of a number of assessors who had been pro-

"The best “before and after™ anslysia b shew that
reappraiznl war worely needed and hos been performing
an effective wrvite in eqoalizing assessments and  dis-
covering unlived taxable properfy appears in Qregon's
Heapprairal Pm&rm a 42-page mimeographed report
f“:ﬁlr!li by ehe Valuatsan D'l'l'-l-lll:ﬂl far the 195557 Lagis-
a1 Inbr:nm Tax Stuedy Commdeeee and peessnted Apr.

. 1536,

friederd of the pm,;ram Such opposition appears
to |1.;m= lost some of its significance with the com-
mission's persistent promation of the ram, the
legislature’s continuing support, and a growing
me:il:iun of the program's advantages.
progress and accomplishments of reap-
praisal have been handicapped to some extent
creonne| blems at botE the State and county
k. Salaries paid have been bower than those
im private business and in the governments of neigh-
boring States, Thia has made it difficult to recruit
and hold competent personnel, and the turmover
in employment has necessitated expenditure of an
undue amount of time for training, In the early
:.-n:an.-n.l:' Ili-e program the work suffered through the
I'IEDF.'IH‘I.‘:,I in some Instances for u:mﬂ [:lcw[}r I:|_1.I:|.tl-
fied personnel, since it was not feasitble to removs -
competent county appraisers who had been hired
for political reasons. The cbjective of providin
the assessor in each county with personnel traim
during the county's appraisal project was de-
feated in some counties when men left county em-
ployment alter completion of the project because of
inadequate salardes and uncertain tenure, The
measures taken by the legislature to remedy this
county mnunnrl probiem are described later,
Arain, Oregon's tax laws in 1951 failed to pro-
vide a clear definition of value for assessment pur-
poses and the Tax Commission had no regulations
to effectuate the laws—defects that had to be rem-
edied without undues delay.

Clarifying the Basis of Assessmemt

“True cash value™ was the basis of aswssment
when the reappraizal program was launched, but
its statutory definition and interpretation by the
State supreme court gave it a nebulous connota-
tiom. “True cash value of all property, real and
personal,”” the law said, “means the amount the
property would eell for in the ordinary course of
business, wnder normal conditions in accordance
with rules and regu tmns-_rﬁ;umulgaltd by the
State Tax Cormrnissson.'” court ruled that
under the "'normal conditions” expression, determi-
nation of the true cash value of real property re-
quired downward or upward adjustment of market
value to a “constant value which levels the effects
of depressions and booms,”  [Afpeal of Kiiks, 153
Or. 668.) This normal conditions factor was an
obetacle (o reaching a uniforn standard of amess-
ment for real property, and since it was not applied
to personal property other than machinery and
equipment of manulscturers, it prevented complete
equalization between realty and personalty.

In 1955 the legislature changed the definition
to provide that true cash value shall be “market

" e Buresu of Musicipal Research and Service, Tha
Asserred Falue of Tazable Froferty in Oregon | 3501958,
University of Qregon, 1959, ps. -3,
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value a5 of the assesement date,” with a transitional
period to eliminate the normal conditions factor,
In issuing its first meanual of property tax regulations
in 1954, the Tax Commission replaced the varied
conceptions of the 56 asweswors by setting true value
at 70 percent of market value, By 1958 it had
raised the factor to B0 percent and in 1959 it de-
clared the identity of tree and market value.

With promulgation of its first Ad Falerem Prop-
erty Tax Regulations in 1954, the Tax Commission
undertook a serious and effective use of its super-
wvisory and  regulatory r|.|.1'r.'|'.||:|ri1'{;l This manual,
which is revised after cach regular legislative ses-
sion, contains rules, regulations, and interpretas
tions related to each provision of the property tax
and assessment laws l;]l:.at serve as a guide to asses-
eors and help to produce uniformity in assessment
administration in accordance with carefully de-
termined standards.

The tax base. Prior to 1953 all taxable property
was required o be assessed ab true cash value, but
because of statewide deregacd of this standard,
the legislature changed th:ﬁaw to permit each as-
sessor, with the concurrence of the county hoard
of equalization, to determine the matio to be used,
As compared with 1950, when the county ratios
ranged from 68 to 37 with a median of 54, in 1937
they ranged from 48 to 22 with a median of 30,
In advising om Oregen's tax structure in 1958, John
F. 8lv recommended the adoption of a statewide
uniform ratio of 40 percent a8 an aid o equitable
treatment of taxpayers.®

Subsequently the legislature provided that be-
ginning with 1961 all property shall be asessed at
25 pereent of true cash value, but with two
tioms, one to permit counties with higher ratios at
January 1, 1960, to retain them but not increase
ther, and the other to permad counties that had
made conteacts for reappraisal prior 0o July 1, 1961,
and had ratios below 23 percent, to defer an ad-
justrnenit until the reappraizal was completed,

Equalization and Its Prohlems

A broad objective of the State’s program to
strengthen the property tax was o equalize assess.
ments among and within the various classes of tax-
able propecty within each county so that all asessed
valuations would have the same relation to true
cash value and each taxpayer would be paying his
proportionate share of tases, The actual peactice
had been much different. One standard might be
applied to farm property, another to residential
propesty, and still another to indostrial and com-
mercial property.  Because of the normal conditions
factor, personal property tended to be assessed at a
higher percentage of true value than real property.

, g IELIJ.TI. F. 8ly, 4 Tax Propraem in Cregom, 1048, pp,
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The State was asseszing public unlity property at a
much higher kevel than locally assessed property.

For locally assessed real property, intracounty
equalization s being accomplished by the reap-
praisal program, The county assessors are under
orders by the Tax Commission to assess personal
property at the same ratio to true value as real
property, and this policy has been facilitated by
elimination of the normal conditions factor.  The
asgesrnent ratiod for State assessed radlroad and
public utility property were reduced gradually from
1950, when studies by the Tax Commission indi=
cated that such property was being assessed ap-
p.l‘l:l:l:i.l'.'l'l.a.‘tﬂi:lr 100 percent higher thin ]l:ll:allﬂl." As=
sessed property, wuntll by 1961 the mtios were
identical

A brood-based E:]I.I.:ﬂiza.l:iqm m.1':1;|:|:|.i,gr:r such as
Chregon has been conducting, &5 designed primarily
ta reduce inegquities in asscssment ra'rﬁ than to in-
crease taxes; but it does have the effect of redistrib-
uting the property tax burden. Some clases of
taxpayers and some individual taxpayers have their
taxes increased while others have them reduced. A
comparison of the distrbuton of the total State
assesgad waluation by major classes of property in
1961 with 1951 shows utility property dewn from 15
E-m:mt to 11 percent, personal property from

2 poercent to 14 percent, and real property up from
63 percent to 73 percent of the total.  In some in-
dividual counties the chanpes were considerably
greater, Mot all of this shifting was the resule of
cqualization—during this period, for example, the
classification of fixed machinery and equipment was
changed from personal to real property; but the
dominant factor was the State’s equalization pro-
gram. This disruption of the status quo was agara-
vated by the changes which reapprasal caused in
the distribution of equalization pavments to school
dustricts from the State’s basic school support fund.
Thus the transition from unequal to equal assess-
ment has been marked by numercus local contro-
versies and by hardship for some taxpayers—dif-
cultics that greater foresight might have modified
but could not have avoided.

Arsersment ratio studies, Each county assessor
is required by a law of 19553 to make an annual
assesament eatio study, under regulations prescribed
by the State Tax Comunision, and to post on or
near door leading to his office “in letters
sufficiently Jarge to be visible to a person with nor-
mal vision standing within 10 feet thereof” the
ratio of the assessed valuation of locally assessed
tacahle Property o brue cidh value a3 shown by the
study. The e tions require that the assessor
use all bopa fide sales of real property during the
year and indicate the ible supplementary use
of sample appramals. {u his ratio study report for

! Sew Oire State Tax Commission Bulletin, July 1861,
WVal. 1, ch. 13, seviews this cutstandingly successful equali-
mation of Stare amemed amd locally amessed property,



OREGON

the county board of squalmation, the assessor is
required abso to show separately the ratios for sev-
eral classes of real property.  Under the regulations
the overall ratio 1 computed by dividing the total
assesged valuation of the sample by the total sales
rice, a method that does not give due weight o
mirequently sold classes of property unless care Is
taken to represent them in the sample by appraisals.
The county board of equalization is required to
examine the asesor's ratio study and to change the
posted ratio if it 15 inaccurate, It is authorized 1o
employ certified appraisers to aid in this function,
Finally, the Tax Commission, which now makes two
ratio studics cach year, reviews the ratios adopted
by the counties. The commision, if it fnds the
ratio based on its studies deviating 10 percent or
moge: from the county-determined ratio, 5 required
to replace the latter with its ratio,  If the assessor
posts a ratio that varies as much as 20 percent from
the determinations of the board or commission,
ts liable to prosecution and removal from office,
The posted ratics were designed primarily to aid
the taxpayer in appealing his assesment. In a
petition to a board of equalization or the State
Tax Commision for reduection of assesment, a
property owner has o show only that his property
2 asmessed al a higher ratio than that E.lr.u;l, and
does not have to include comparative data on the
assessed valuation and market value of other prop-
erty.  The ratio studics have been useful, also, for
the equalization of assessments among classes of
property and for the distribution of State school
aied, ilﬂ;, with the recent adoption of the 25 percent
basis of asessment, are important for intercounty
coualization, The posted ratios in 1961 were 25
for 32 counties, and 13, 22, 23, and 40, respectively,
for the other 4,

Professionalizing the Appraisal Fonetion
According to a legislative interim tax study com.

mittee reporting inm 1954, “Interim  committess
which have studied the tax structure in
vears past have repcatedly recommended begisla-
tion 0o imsure that the office of assssor in cach
county be filled by a persan ed of some quali-
ties other than pelitical aptitude® The com-
mittee felt, however, that “overzealousness in pre-
seeving home mle™ had deterred the legislature in
the past from approving a shift from elective asses-
sors to asessors appointed on the basis of profes-
sional gualifications and might continue to do o,
Thuis it proposed that the = of assessor continee
to be filled "by any person duly elected, without
regard to his individual gualifeations" ; but that real
property appraisals should be performed only by
persons whose competence had been determined by
an examination given by the State Tax Commission

* Legizlative Interim Thax Stady Cormomattes 19531955,
The Property Tax Picture in Oregom, pp 14-15,

and approwved by the Association of Oregon Coun-
ties—the latter alss a concesion to home rule.

Under a law enacted in 1935 and subsequent
amendments: (1} Only certified appraisers may
appraise real property. {2} A certified appraiser
is one has qualified and is emploved under
county or State civil sorvice requircments or is
currently certified by the State Civil Service Com-
mission as having passed an examination for prop-
erty appraicr that has been approved by a standing
comunittes of the Cregon State Asoclation of
County Assessors. (3] The salaries paid certified
appraisers shall not be less than those applicable
to State appradsal personnel of similar classafication.
(4] The State Civil Service Commission may re-
voke a certificate of an appraier for fraud oF
deceit in his appraising or in the securing of his
certificate and for incompetence.  (5) The county
court must furnish the asscsmor with the full-time
services of one certified appraiser for each §3)
:Eulilnﬂ;lfrr fﬂtllﬂ:[! thereol of the tmr: cash value

¥ assesse rty as equalized by the
State Taxﬂﬂnurdmlq{:-.efrw “ "

Although compliance with this requirement for
the we of certified appraisers is not yet complete,
it h:urJngmmd sufficiently to mark a major step
toward professionalizing the asscasment of real
mrt)’ throughout the State. By 1960 only six

| countics were not emplwving certified ap-
praisers, and two-thieds of the counties were at or
close to their full quotas. Two small counties
have cxperimented with joint employment of a
specialised appraiser, and there has even been the
suggestion that if consolidation is pood for small
school districts it might work well for emall eounty
assessment districts.  Fully as significant for the
professionalization of asscssment in the State is the
extension of central appraisal to dmber and la
industrics and  the increasing icipation in
maintenance by the Valuatien |§i-.r;.;j4;.n through
comtracts with the countes,

Because of a growing recognition, on one hand,
that assessing requires techmical skill, and a per-
sutent desire, on the other hand, "to keep local
government local,” the elective asessor may be on
the way out in Oregon. The amessors themselves
are alarmed at the rapid tumover in their office,
]m'_ﬂj'eh.r through partisan elections—14 of the total
of 36 were replaced in 19 1—and have discussed
at recent conferences the need for less vulnerability
to political pressures and more security for com.
petent performance. OFf 11 county charters that
are I':rEi:l'nEI drafted under a recent home rule amend-
ment, 10 are expected to provide for appointive
ABSESHOT,

" Legislatbon alse has been under consideration b give
appraisers the advantsge of State civil service status and
a committee of county officials with State representation
kg been studying ways and mesns of professionalizing aed
Improving the position of the entive sssessment function.
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Preservation and Extension of Gains

Oregon's presently largest propesty tax problem
is how to convert inte a permanent investment its
sizable expenditure for statewide reappraisal.
From the start of the program there has been rr.-:oE-
nition that the property tax laws should be forth-
rightly enforced ; that areas outside the reappraisal

am, such as personal property tax adminis-
gration, needed systematic attention; th.a.tlh:u:l as-
sessors required more and better professional aid
than they had received in the past; and, more
specifically, that with completien of the reappraisal
in each county there should be adequate means for
its maintenance, - :

Maintenance of resppraised counties, the Tax
Commission said in its 1960 report, is rapidly be-
coming the Valuation Division's major problem.
Already, because of inadeguate followup prevision,
there is pressure for redoing the appraisals in the
earliest completed counties, and because of person-
nel turnover the division is unable to meet the full
demand for maintenance asistance; but even with
its none-too-adequate resources spread thin by the
dual responsibilities of reapprasal and regular ad-
ministration, the division 1 doing a commendable
job in the areas of technical aid, general assbtance,
valuation rescarch, and taxpayer education.

Maintenance frogram. Under ral statutory
authority the Tax Commission assists county asscs-
sors in solving special farm and wrban appraisal
problems to the extent that the Vahation Division
has persennel available. After counties have been
reappraised, the division helps their asessers plan
continuing reappraisal programs to satisfy the Goyear
reappraisal cycle required by law. Small counties,
left with no knowledge of appraisal procedure when
they lose their single trained assessor or appraiser,
are aided by the division in bn%ng such gaps until
successord can be trained, e legislamure has
adopted a specific maintenanos ProTram, MOreoveT,
undgrwlllchmmml appraisal ].‘:rlza.s been expanded
and counties may contract with the Tax Commis-
siom for technical aid, part of the cost of which 13
miet by the State. o

Under authorizations by the legislature beginning
in 1955 the Tax Cormission has been providing
specialized maintenance service under formal agree-
ments with individual counties. Under one pro-
vision it can agree to supply an assessor with map-
ping scrvice at county expense, This is an ex-
tremely valuable service to counties that are not
large enough to maintain economically a full-time
draftsman and facilities to kesp up to date the tax
maps developed during the reappraisal prograe.
Under another provison the division makes agree-
ments 1o do cortain industrial maintenance with
counties that are not large enough to employ Tull-
time industrial appraisers. The law authorizes the
provison annually of 430 man-days of service of
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walified appraisal engineers for the appraial af
?h:- pr}m:.i, I;,.T mdustries of Lﬂq.l.'nlir:t, with the oot
1o b= divided f.qu.a.l] betwsen the Tax Commission
and the county, he commision & directed to
allocate this service among counties according to
need.  Any county may arrange for additional serv-
ice of this tvpe, but must pay the full cost. While
the Valuation Division's sta.% has not been large
enough to mest the full demand for these services,
it appraised 429 plants in 29 counties under the
maintenance program in the 1958-60 biennium,

In the reappraisal of timber and timberland, a
vast economic resource of the State, the Valuation
Diivision has developed advanced technigues, in-
volving the use of electronic computers, to replace
the defective procedures of the past. The legisla-
ture |:r|~|:|'."u:i-|:r:i3 that beginning in 1956 the Tax
Commission should appraise all taxable timber and
timtherland in counties where such property had
not been reappraised since 1930, and that beginning
in 1961 it should perform this function in all of the
counties,  Because of new timber tax legialation in
1961, tailored to differing forest conditions in east-
ern and western Oregon, administrative arrange-
ments are in transition; but under regulations pre-
vailing in 1962, central appraisal costs in eastern
Crwepon are shared equally by the State and the
counties, in western Ohegon are met by the State,
The Tax Commission has a key mole in the adminis-
tration of the complex system of timber taxes, wari-
ously modifying, supplementing, or replacing ad
valorem taxes, which the legiclature has been de-
veloping in recent years to comserve timber re-
sources, encourage good forestry practices, and still
Fm‘il:h: :quir.ahl':,r for a -t-nr'lli:l‘iuing Aaw of tax reve-
nue o local governments in the timber counties,

While the Tax Commismion has full legal aus=
tharity for a sound maintenance program, its Vala-
atien Dhvision needs more ma ¢ to make the
program fully effective.  The approaching comple-
tion of the reapprasal program offers a potential
for ]'r:-:l_-ting this need without amy mmaterial CXpir-
gion in personnel.  The division @ looking forward
to the cstablishment of Ave district offices ade-
quately wtaffed with feldmen that will facilitate
supervision and the provision of maintenance serv-
ices for all areas, and also minimize the itnecant
character of field positions that tends to make them
unattractive for career emplovment.

Assesrment of personal property. Oregon's ad
valorem tax om ]'.lerma.] property applies primarily
to tangible personalty used in business—movabls
machinery, tools, furniture and equipment, farm
machinery and livestock, and inwventories. The
taxation of intangibles was abandoned arcund the
turni of the CETEUTY and houszehold and per-
sonal effects are exempt.  Although the Tax Com-
mission has been concentrating s eforis on real
estate reap | and maintenance, it has given
gome attention to supervision of personal property
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amesment and plans 1o do more when time is
available.

The commision has directed 12 attention first
to the asesment of inventories. Under the self-
asscsmng plan for this class of property, many tax-
PAYErs were :mﬂ:rrr-pnrting values and assessors
were trying to compensate for this illegal practics
by asecssing inventorics at A higher ratio than other
property, Honest taxpavers were being penalized.
In 1952 the Valuation Division started a check
of the books of taxpayers as comvpared with their
inventory reports and later it inaugurated a pro-
gram in cooperation with many county assessors
to provide trained personnel at eounty expense o
quu: audits of this type. A small expenditure of
EL2T0 in 19536 for sampling disclosed underrepors-
ing of $2,%3,257. The legslature then furmﬂ.ﬁﬂ:d
the procedure by requiring that the Tax Commuis-
gion audit annually 25 percent of all taxable in-
ventory accounts in cach county, and cach account
at least once in 5 vears, with the expense to be
barne equally by the State and the counces. In
its biennial report for 19581960, the Tax Cormmis-
sion stated, with supporting statistics, that “The
checks indicate a continued inerease in the num-
ber of taxpayers reporting the eorrect value for
their inventories™ but cited the need for “an cffec-
tive and warkable penalty law to discourage under-

th:“_li -IFl

Thl:r%alualinn Division provides various other
aids for the assessment of personal property. In
1961 it published a 733-page third edition of i
Cost Factors Book containing prices of new ma-
chinery and equipment for industrial and commer-
cial establishments, and it also compiles and isues
a recommended schedule of depreciation for ma-
chinery and equipment.  Additionally, the division

rovides a detailed personal property reporting

rm that has been adopted in abowt hall of the
counties, commpiles and publishes annually true cash
value schedules for certain classs of personalty,
compiles market data to guide the asessors’ lhve-
stock committess in setting values, and has demon-
strated the use of acrial photographs in counting
cattle,

Setting apprairal standards, Supplementing and
reinforcing the technical and general assistance, as-
sesgmenit ratio studics and other aids that have been
descrzbed, the Valuation Division prepares and dis-
tributes to all assessment officials various manuals
and handbooks designed to assure uniformity of ap-
praisal methads, Ineluded are the dd Falorem
Property Tax Regulations, noted earlicr as the basic

*The iﬂnuarr 19651 repart of the Legislative Taterim
Tax Study Cemmitees, 1959-61, while recogmizing im=
provemen? in the adminmtration of the inventory o,
pecomimendsd it p an grounds that it was frequimble
in its impact on the warious types of basiness and en-
O, business policies ihat were ecopomically un-
poumd, sl pro it replacement by @ new [L0-percent
tax on all busintss net intome.

guide for all assessment practice; a Manuwal of Ap-
praisel Methods, & wxtbook of fundamental ap-

isal procedure published in 1957 ; scveral cost

tor books, revised in 1960 with the aid of a hirm
of appraizal engineers; and the personal rty
aspessment guides previously met'ELElnn-ed_ I:Er'l?::li-
vigiom had a saction -.‘n:rEani:u:[ for research-——the
Appraisal Standards Section-—which, in addition
to conducting and supervising assessment ratio
stsdies, does research in valuation methods and
standards that produces frequent supplements to
the basic manuals.

Irservice training, The Tax Commizsian is se-
quired by law to carry on imservice training pro-
grams for assessors, tax collectors, and county boards
of equalization. Among other thi it conduces
an annual training school for each ?ﬂma—, grou
Inservice braining, both for s own staff and ru;:-
counly asessors’ stafls, has been '."lrtl:lall'!.r & contin-
wous function of the Yaluation Division during the
course of the reappraisal program. For its own
staff, the division supplements individual and spe.
cial training with an annual 2-day school for the
entire staff.

Since 1956, the Tax Commimion and Oregon
State University have cooperated in conducting an-
nually an “Appraisal Short Course” on the Cor-
vallis campus. This s a carefully planned S-day
session for assessors and appraisers, with lectures,
discusions, and demonstrations by techmical and
professional specialists from the commisson, the
university, and clsewhere in and outside the State.
Initially, the short course had to deal with funda-
mentals for a largely unskilled enrollment, but each
year it has been possible to add some sophistication
o the program, and by 1961 it had become evident
that an advaneed course would have to be added
becans: of the progress made in professionalizing
the asemment function in the State. Attending
the 1561 ssssion were 164 assessors and appraisers
from 34 of Oregon's 36 counties, 7 members of
boards of equalization, and 32 representatives of
other government agencies and private busines—
a total of 208 compared with 144 in 1960.%

Public Relations and Edueation

Chffn‘shmad program of rty tax rehahilis
tation has required, and r&q:ei?:, inr:glligmt Imgris-
lative backing and st State administrative lead-
ership, courage, and ability; but its progress alo
has depended on making the policy of State-local
cocperation actually function and on winning un-
derstanding taxpaver support. From the start of
the undertaking the Tax Commission has carried
on a well-devised program of public relations and
education and appears to be prometing it with in-
creasing ingenuity instead of permitting it to lapse
inlo a perfunctory routine,

* Registranis ore chargsd o peithon fes of §25 and are
provided with inexpensive living quariers,
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The educational and otional devices used
in the individual counties contracting for reap-
praisal have been deseribed in the earlier discus-
gion of this program. To provide information to
the public on a statewide basis, the Tax Commis-
sion and its staff make many speeches, u.s-:nsa'ﬂm
releases and radio and television programs, in=
ject interest and readability into ﬂ::lr prblications.
Telecasts over the State owned station that ex-
plained the various aspects of property tax adminis-
tration and the State’s program have been filmed
and the films made available an bsan,  They have
boen used widely by assessors and civic groups and
abso have some demand from commercial gele-
vision stations and from povernment agencies in
other States,  Aneight-page, pocket-sized pamphlet,
Orepon’s Property Tax, explaining the tax and its
administration in popular form, was published in
1960 to help assessors and tax collectors in their
taxpayer relations and soon required a second edi-
trom,

The biennial reports of the Oregon Commisson
have the somewhat unusual quality of being in-
teresting. T}N‘?' [ain clearly and nontechnically
cach period’s deve ents in tax policy and per-
formance, and give attention to property fax
that i commendurate with its im; nee, The
Tax Commission also initiated in 1957 the monthly
Eu]:h'mtirm of an ingeniously edited eight-page

ulletin that integrates local and State tax news,
issucs, and problems in such manner as to interest
and aid tax administrators and taxpayers at both
State and local levels,

Review and Appeal

Through legislation enacted in recent vears, Ore-
gont has developed review and appeal procedures
designed to make the review of assessments & more
effective function and to help the taxpayer pro-
tect himself against inequitable assesament.
organization for these purposes includes the county
boards of equalization ) the State Tax Commission,
which has review powers and serves alio as an ap-
peal board; and the oourls, including a new tax
court created in 1961,

f'mul'l.t:,r boards of El:]u:.ﬂ'lﬂti..:m are bath review
and appeal boards. Each board consists of three
members appointed annually—ihe county govern-
ing bedy amd the county budget commmittes each
arnf:cr-s one of its own members, who in tum ap-
Eﬁntannnuﬁtdmlding fresholder as a third mem-

r. The law tries o make the board®s review
function meaninglul rather than pedfunctory by
recuiring the assessor to prepare for the board each
year an assessment ratio study, previowsly described,
covering separately the major classes of real prop-
erty, and by authorizing the board to employ quali-
fied appraisers to aid in analyzing the study. The
board i required to convene for three separate
meeting periods annually, At the first session, in
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Mowvemnber, its duty is to examine the assessor’s last
ratio study, the report of its technical advisers [if
it has employed any), and the analytical data sub-
mitted by the Tax Commission, and then inatruct
the assessor in writing as to the steps he must follow
to obtain assesment unifommnity at the meio e
quired by law. At the second semion, in April,
the board’s function is to analyze the newly com-
pleted ratio study [conducted by the assesor be-
tween December 15 and April 15) and accept or
require correction of the assessor's posted ratio, At
the third sesion, beginning in May amd running
from 3 to 5 weeks, the board hears appeals, in-
ereases or reduces particular assessments, and egual-
izes the new assessment roll.

Whether many of the counties will be able to
develop effective use of this demanding system of
cqualization at the county lews] is to Soan
question, but the State Tax Commission B oen-
couraging efficient compliance with the law in sev-
eral ways. It amists with assesament ratio stucies,
ismues a carefully prepared Manual for Boards of
Equalization, and conducts annually a 1-day school
for county board of equalization members, (Offi-
cials from 30 counties attended the school in 1961,
but only 24 counties were represented in 1962,
Safeguarding the review and equalization fune-
tions, regardless of their quality at the county level,
is the Tax Commision's adequate authority in these
matters, as noted in the earlier summary of the com-
mission’s organization and powers,

A taxpayer who belisves he has been treated in-
equitably may petition the county board of equali-
zation to redwce and equalize his psssssnent and he
may appeal & deckion of the county beard to the
State Tax Commission. He also has had a right to
take appeabs to the State courts which hag bean fa-
cilitated by the creation of a tax coort with & small
claims division. Under Creegon Luow this means for
the taxpayer o ohtain correction of an iql:quiuhl-:
asseesment 15 available in fact, nog just in theory, for
cven small property owners. He knows from the
semeszar's posted ratio what the actual bevel of as-
ecisment i, which emables him to check the equity
of his own assessment. He does aot have to resort to
the expensive process of amassing comparative data
on other properties in support of his petition, The
law rﬂ?iws that his petition to the board of equali-
zatiom be in writing and sghall state, verified by oath,
the facts and the grounds upon which the petition
i3 made; but the petition need refer only to the pe-
titioner's property in relation to the posted ratio.
The board & directed to "consider the correce as-
sessed valoation of the property to he the result ob-
tained by multiplving the true cash value of the
property, as determined by the board, by the per-
centage” shown in the posted nodice,

Taz Court. The 1961 legislature created a Tax
Court, operative in 1962, to handle the appeals of
property and other taxpavers. This action frees
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the State’s regrular circuit courts from concern with
technical tax questions and looks hopefully to the
development of a specializgad court that can become
increasingly efficient and expert in the area of taxm-
tion, The court consists of a single judge popularty
elected on a nonpartisan basis furaﬁ-yea.r term, but
the State supreme court may appoint Judges pro
tempore as necded. Thl:T:m urt hears appeals
from decisions of the Tax Commision fosmerly
gm'ng to the circuit courts, “without a jury and de
* Appecals may be taken to the supreme court.
thb]:r' modifying Eu: authority of the Tax Com-
mission is & provision permitting an appeal to the
Tax Court by any taxpayer, asesor, board of
z‘E_luuﬂ.ul:luuu:-l:n, ar sheriff “aggrieved by and direetly
ected by an order of the State Tax Commission.
A novel feature of the new court &5 a Small
Clamms Division, which utilizes the repular Tax
Court judge or ]udgﬂ to hear the appeals of small
tAxpayers. In the area of property taxes the di-
vigon's jurisdiction applies only to the true value
of real property which has been determined by a

bowrd of equalization to have a truc cash valoe of
no more than 323, A taxpayer who is dissatis-
fied with the value placed on his ! &
board of Er{u:l'l.nti:mﬂu}r elect to b}rﬁﬂpfntip?;ﬂ
te the State Tax Commusion and appeal directly
iy the Small Clanrs Division,  He IJ..u_,f: a :ﬁling fi:t
of §1.530 and may ap on his own behalf or may
have legal or other professonal aid.  The procedure
i informal, but all testimony must be given under
cath, The State Tax Commission may appear
amicud curiae in any proceedings.  The court may
hold hearings in any county seat, and the intention
is to hold emall claims hearings in the counties
where the claims originate in order to minimize
imconvenience and expense to the taxpayer.  Once
the taxpayer elects this procedure, be may not re-
wvoke the election and has no further right to ap-
peal or bring suit on the isue for the particular tax
year. The decision doss not st a legal precedent,
applics only to the year in question, and may not be
appealed.
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The Commonwealth of Pennsylvania exercises a
mimimum of supervision over the local units' ad-
ministration of the property tax, but it has enacted
geveral notably significant measures in the period
since the close of World War 11, including the re-
guircment that all fourth- to eighth-clas counties
conduwct revaluations of property for tax purposes
and the provision for annual equalization for use
in school aid apportionments.

The State does not wse the general property tax
for State purposss.  Except for intangibles, per-
sonal property is not taxed and the bocal property
tax is in effect & real property tax,  The intangible
tax is a 4-mill county tax, statewide, applicable to
stocks, bonds, and other securities. Local units
in Pennaylvania have broad authority for lesying a
wide variety of nonproperty tases.

Revafuation. In 1931 the legislatere enacted
the fourth- to eighth-class county assessment law
which provided that these counties should establish
B 'pmman::nl: ::,nstl:-rn af mr.nn]: cnn:irl.ing of tax
maps, property record carcs, and property owners'
index cards, and that property ﬂimﬁ?ﬁn revalued
and assessments based on a predetermined ratio of
walue, This work was o be completed by the end
of Janvary 1959, {The fourth- to cighth-class
counties included 59 of the 67 counties, excluding
Philadelphia, Allegheny, Delaware, Lackawanna,
Lazerne, Montgomery, Northampton, and West-
moreland.)  The legislature set up a Committee of
Ten, consisting of five county commisioners and
five members of the general amembly, to prepare
the specifications for the tax maps, the fonms for
property record cards, and the forms for the owa-
ers’ index. When this work was completed, the
committes dishanded and the counties procesded
without central supervision or direction, A mail
questionnaire survey made by the State Depart-
ment of Internal Affairs indicated that as of August
15, 1958, 17 countics had completed the project,
with B others expecting to complete it by the end
of January 195%, while others were at various stages,
with 2 not yei started.? It appears that all the
counties affected by the 1951 law had virtually
cormpleted the progeam by early 1962, but no re-
cent report on the program has been published,
Many of TJ:;: coutties had the work done by pn'bu:.tl:
a isal firms, with costs ranging up to about
&E&ﬂﬂﬂ. TgIng up

While the law apparently anticipated mainte-
nance of the recosd system by the counties and an-

1]. Martin Eelly, Jr, "Reasicatment Program Come
leted im 25 Creustles; 20 Other Coumdes Stareed,”
.rm:tmm! Afairr Manthiy Bulletin, December 1958, Come
monwealth of Pemnsylhvania, Harrishurg, pp. 22-25,
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miial peview of the asessments, no specific followup
was provided. Fragmentary information indicates
that in some counties, at least, officiabh are not
keeping the records up to date,

e 1931 reassessment law made a zignificant
change in astessment procedure.  Formerdy valua.
tions were set by assessors elected in boroughs and
townships, Since 1951, valuations are fixed by the
chiel assewsor, a county official appointed by the
county commissioners, the commissioners them-
selves acting as a board of assessment.  The borough
and township assessors are still elected, but their
function now is described as o supply information
to the chief asesor—information such as new
building construction. The county is thus in a
position to equalize valuations among local units,

When the revaluation program was first initiated,
it was planned that values should be set at market
value, but this proposal was amended to provide
that for purposes of taxation, the county commis-
sioners should et a ratio of amessed to market value,
not in cxcess of 75 percent. Im most cases the
commuissioners set the level at 35 to 40 percent or
what the Tax Equalization Beard had shown the
ratio to have been prior to reassessment. It has
been pointed out that the counties, the govern-
mental Jevel at which the ratio was set generally,
were Jess pressed for revenues than other units of
government and therefore had no urgeney to raiee
the level of assessment as 2 means of obtaining more
revenee without increasing fax rates, The State
board certification as of June 30, 1961, showed
eounty ratios ranging from 15 to 68 percent, with
a Stare figure of 42 percent,

Manuel. In the fall of 1959 the De nt
of Internal Affairs issued an Assessors’ Handbook,
The handbook, prepared for the department b
Dr. J. H. Vanderzell of Franklin and Marghall
College in cooperation with the Municipal Asses-
sors’ Association of Pennsylvania, was described
s gerving as an introduction to asssssment proces
dures, techniques, and problems for those new to
asessment work, and as a brief refresher course for
those already o the field. The department is
planming a reprint, or possibly a pevision, of the
handbook.

Egualization. The State Tax Equalization Board
wits created by the gunhr.ul .a_ur.-mhl_'!.' in 1947 ;o pro-
vide data for distribution of State school aid®  The

1A wery imformative d:ﬂ:ri;ﬂi!:ln af the wark of the
board is given in Schood Subnidies, Penmsylzania’r Program
for Stade Fupport of Public Education, 1954, and Oripin,
Functicns, Procedures, Siade Tox Egwalization Beard
Program, 1963, both published by State Tax Equalization
Boasd, Harrishurg,
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principal funetion of the board is to determine an-
muakly the aggregate market value of asseased taz':-
able real property in cach of the Seate's school dis-
tricts {2,244 in 1961). The beard iz directed to
reevaluate, revise, and adjust market values an-
nually to reflect changes due to economic conditions
or relevant data.  The market values are cer-
tified annually to the Department of Public In-
struction to be used as one of the basc [actoss in
the distribution of subsidies to school districts, The
annual certification is published, the report show-
ing for each district, by counties, the marcket values
and assessed values of real property and the ratios
of assesed Lo market value,

The Tax Equalization Board has no supervision
over local assesaments of taxable property, no power
to order reassessmnent, and no prescribed responat-
bility for improving local asessments.  While the
board's powers are thus limited, the findings have
materially assisted local officials [and contributed
i the 1951 assessment laws) and staff members who
are familiar with assessment procedures, when re-
quested, have given local officials the benefit of their
experience, for information purposes only,

Market value, as defined by the board, is “the
reasonable exchange value in the current year be-
tweeent & willing buyer and & willing seller, each be-
ing familiar with all the Tacts relating 1o the
ticular rty,” or, as the board notes, their "defi-
nition and wsé of market values i:‘tterErH! today's
values as normal for today's concdhitions,”  Since the
board is to determine the aggregate market value of
taxable real property in each school districe, a
sampling of market value pvidence can be adequate
for the estimates, The sample, however, mast
represent adeguately different types of property in
various locations within each district.  The board
considers all available sources of market value evi-
denece such as real estate gales, replacement cost less
e iation and obsolescence, capitalized ncome,
unbiased estimates aof local specialists, and any other
available evidence,

The counties are required by law to report to the
board monthly all real estate sales and pertinent
information regarding them. The counties are paid
10 cents for each sale reported.  In some years it

has been found that sales, afier procesing and in-
vestigation, constitute adequate and representative
samples of evidence of market value, In other cases
sales may be supplemented by other data such as
appraisals. Procedures are described in the board's
publications. [See footnote 2.)

Egualization peviennel and cost, The State Tax
Equalization Board consists of three members ap=
pointed by the Governor. The staff consists of
persons trained or experienced in government ad-
ministration, engineering, or business administra-
tion, and each s@aff member has a practical kmeowl-
edge of real estate apprassals, real estate assesment,
or Envgrnmml!:l research.  Functions: and proces
dures pertaining to market value analysis are con-
trolled from the central office in order toasure uni-
formaty of treatment.

The board appropriation for 1947-49, the first
biennium of its activity, was $5300,000, and in the
spring of 1930 the board had a staff of about 50
full-time emplovess. The appropriation, now made
on an annual basis, was §363,000 for 1961-62, In
the spring of 1962 the board stafl, in addition to
the 3 board members, included |8 central office
personnel and 23 feld representatives,

Llte of equalization rativs, The Tax Equaliza-
tion Board was established specifically to provide
material for use in allocaung school and, as noted
ghove, Any other use of the board’s rattos—such
as improvement of pssessment equalization among
units within counties, simplification of computa-
tioms when districts conselidated, consideration by
the State School Authority in planning its con-
struction program—was indirect.  Under 1961
legislation, the board market values are used in dis-
tributing Btate aid to local libraries, in determining
Ligitations on real estate tases in school disericis
lyimg in more than one county, and in determind
overall lirmitations of tax revenuves under the ¥ Loc
Tax Anything Law" for political subdivisions and
school districts where such values are not available
from kocal assessment authorities, There are several
other State agencies which also use the board valua-
tions in the administration of their ewn programs,
notably the State Department of Welfare and the
Sanitary Water Board of the Department of Health,
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RHODE ISLAND

The administration of the property tax in Rhode
Island i a strictly local lumction, but the State
makes equalization studies for ose in distnbuting
State school atd. The first Rhode Island school
for assessors was held in 1962 at the University of
Ehode Island.

Asresiment organization, Primary assessing in
Rhode Island is the responsibility of the major local
units, 3 cities and 31 towne which cover the cntire
State area. The assessing i3 done by an assessor or,
moee wiually, a board of three assreors, elected, and
gerving 1- or 2-year torms, on a full- or part-time
hasis. These local units assess all wsable property,
i:nl:.lul:!ing that of railreads and other ].'luh]i-l‘.' wtilities.
They also assess intangibles which are taxed umi=
formly at a rate set by State law, $4 per 31,000 of
agsesaed value. In 1960 the legislature attempted
to transfer the astessment and cellection of the in-
tangible tax to the State, but the law was declared
unconstitutional. The State does no assreing. aknd
no suprvision of :I;".!H.HIIE'

In addition to its 39 general purpose local units,
Rhode Island has a substantial, but indeterminate,
mumber of special districts, authorities, etc, with
one or more specialized functions,  Swch units have
been created for the most part under spectal [emis-
lative acts, and while many of these acts provide
that the districts have three elected assessors, most
afl them ale ide for asseament in accordance
wath the last valoation made by the assessor of the
town wherein the property is located.® A few dis-
tricts n.p]jar-:nﬂ}" make .!E]ia.r&tc amemments for their
DWTL UISE,

The asscssment situation was described in 19589,
in a comprehensive study of State-local relations
made by the Institute of Public Administration,®
as varying widely in adeqguacy and competence of
organkeation, in the quality of assessing, and in
palicy ameng the cities and towns as to the degree
of umderassessment.  This study secured data on
the ¢nst of administering the property tas in mmost
of the 39 local units and relaved such costs to their
property tax levies. The costs ranged from less
than one-half of 1 percent of the levy to over 4
peroent, and there was a “faicly close Inverse corre-
lation betwren costs of administration and the sz
of the municipalitg.” ¥

* Frederick L. Bird, Local Special Dinricts and Autkori-
ties in Rhode Isfand, Boreau of Government, Universty
of Rhode Tslamd, 1962, p. 14

? BivdeLocal Relmtions in Metropolitan Rkode Teland,
Epecial Commission To Appraise the Finandal 'I?;ﬁ.—
tions of the State Government and the Matter of
Lecal Finamcial Belations, 1950, wal. IT, p. 375,

*Ipid., g 374
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Thc Iml:ll;l.lt-l;: of |"'|:||'.|Iii; .|"h-|:'||.'|'|il.'l:isl.'l.l-.:ll:i|:||11 on the
basis of its study, recommended complete centrali-
gation of property tax administration in Rhode
Island, saying: 4

To raise the quality of all property tax admindstcation
im the State, with special emphasis on assessment admin-
istration, at least to the reasomably satisfactory level that
now prevails io scme areas of the State would be a valu-
able comiribation o Rhade Island's finances and econarmy.
An increasing number of pro ive States are adopting

ars for this purpose., eir meethods follow wari-
i] the thees requircmcnts noted earlier, that the ns-
sexiipg arcas be bargs enough o permde the employmsent of
full-time profesional staffs, that chective sssesors be re-
placed by the appointment of wellirained profeszional
personnel, apd that the State assuzne groaber respodns-
billity for the direct asesment of some Kinds nl']'pwaﬁle:rry
and for the supervision and equalization of all local as-
seament.

Bhods Tdasmd cowld mest the 'n::-:rmrnﬂ abjectives bet-
1oy, without doplication of administration and at bas

nphut. by cossolidsting and centralizieg all aspects of
E.' roperty tax sdministration in A sin FI: Stam H:tnl::r pro-
sripnally erganized and equipped for the job

Under this proposal each local unit would deter-
toine the amount of taxes to be levied for its own
budget, but the assessment of property, billing and
collection of taxes, and enforcement of tax Llens
wonld be contralized in the State.  The taxes would
be remitted to local units as collected. The insti-
tute recognized the ability of Providence and the
other larger units to do good-quality, low-cost prop-
erty tax administration, but belicved that centrali-
gation would have advantages for them as well as
for municipalities too small to afford scientific prop-
erty tax administration,

The State Fiscal Commission, it may be noted,
approvied the institute propeaal and eaid, in it own
report, “We recommend that the State take over
the assessment and administration of the pr-:r]:-crt}'
tax, to improve its faimess and wr:nrkabﬂ:t]. BidLTn A
Tlu: legislature, however, has taken no action on the
i reermenl raln rfudier. While the Soare coesy
no assessing and has ne authority to change ases-
ments made locally, it carries out each year an
“prualization” study, Thia procedure was initiated
under legislation of 1936 which established a Stats
Board of Tax Equalization to determing the equal-
ed weighted asesed valuation of the several cities
and towns and certily such valuations to the com-
maissioner of education. The egualization i used
solely in the distribution of State school aid.

The State Board of Equalization began its work
in September 1956, and issued its first report about

* Ihid., p. BVT.
' Ihid.; p. 460,



EHODE ISLAND

3 years later. A second report was published in
1960, 1o 1961, the kegslature created a new Dh-
vision of Local and Metropolitan Government as
one of the diviions in the State Department of Ad-
ministration, and this pew dbadon was given re-

nsibility for the tax equalimton studies, The
?"l:isim issued reports in 1961 and 1962,

Bagic to the computation of the “egualmed
weighted assessed valuation™ required by the law is
the determination of true and market valuation of
property in each of the 39 cites and towma. The
procedure was worked out by professional statis-
ti.-l.:i.a.m. and appralers en il in research and
property valuation, Samples are chosen to be repe
resentative of the major classes of property in each
tax roll and—

The estimaie of markol valiss was computed from the
weighted average ol assesiments on peertics of which a
gl record was available amd certadn randomly elected
appraisals included in the varioos samples. A further

estimate of market vatue based on regresion analysis
of sales ond approisals sameples was alse computed.
Sampling ersors of the weightsd sverage and regression
estimate were calouluted and the final decerminatios i
bked on e estimate mlecting the smaller et

In itz appraizal work the division normally uses
State staff for residential appraisals, but employs
private professiomal survey teams for the larger
commercial and industrial properties.

After determination of the trse and market value
for each city and town, a comparison is made with
the assessed valuation and percentage adjustments
rmade to armve at the adiosted valuation for each
unit, that is, the equali weighted assessed valu-
ation, For example, the State equalization table
for 1961 tax rells showed the assseed valuation for
the 39 units totaling 82,798 million, the full value
{based on 1960 market value) $4,174 millicn, and
the egualized weighted assessed value 52,798 mil-
liom, the same as the assessed. The statewide rate
of assessvent was 6702 percent.  For the separate
local units the ratios panged from 3760 percent to
91,538 percent.

Thuodiion d'f Local and Metrobaltten Government,
Im 1961 the lericlatere created o Diivision of Local
and Metropolitan Government in the State De-

® Annmal Reporf or Tax Fgualisetion, August 1962,
Division of Local aned .hiﬁln'll.:u'."hﬂn Covermment, De-
mmtum of Adeinistragion, State of Rhode Iedapd amd

videnes Plantasions, I‘.Hi‘f. [

partment of Administration, carrying out a recoms
mendation made by the Institute of Public Ad-
ministration and the Fiscal Swdy Commision in
1959, The new division was assigned the equaliza-
ton function formerly handled by a ssparate board
at moted above. In this connection the divigion was
Ehn!n :nuthm-i.l::,r o ml:lui.n: munil:ipa.l otficers to res
E:: on property assessmient and give testimony on

| tax matters, Like the former board, the di-
vision has no to change assessments, and it is
specifically provided that nothing in the law shall
be construed as giving the division any power to
interfere with the duties of the local officials in
determining asscssments oF LAY rates,

This restriction, however, has not kept the divi-
sion from ¢ rating with astesiors in several proj-
ety In rJ:'l.:ﬂ.sFufnln.I:rErﬂ 1962, at the me uutﬁfLﬂl
assessors, it caused to be printed Primciples gand
FProcedures of Urban Asessing which was distrib-
uted as & point venture of the division, the Bureau
of Government Rescarch at the University of Rhode
Island, and the Rhode Iland Association of Assess-
ing Officers, The division is accumulating a library
of material on assessing for use by local officials as
well a2 i own stafl. Tt is abe prepared fo give
advice and answer questions concerning records
and any other matters permisible under the luw,
with such service available on request of the bocal
adgeminrs.  The division cooperates in the school
program noted below,

School for arsersors, I July 1962, the first school
for assessors in the history of Rhode Island was
held at the University of Ehode Island. This was
g l-day school for assessors and boards of review,
sponscred by the University Bureau of Government
Besearch, the State Diivision of Loeal and Metro-
politan Government, the Rhode Island Assocation
of Assessing Officers, and Rhode Tsland Tax Of-
fcdals Association,  About G local officials attended.

The program was intensive, with most of the
day having two concurrent lecture sessions, with
sarme discussion fime,  Subjects considered included
valuation factors and micthods, commercial and in-
dustrial personal property, depreciation and ob-
solescence with a sample house appraisal, establish.
ing land values, legal problems, ete. 8 were
mainly experienced assssors from Bhode Island.
The school was regarded as successful and a 2-day
program was planoed for 1963,
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SOUTH CAROLINA

The South Carolina property tax has three fea-
tures especially notable Fmﬂm study—the practice
of State assessment of a very substantial part of the
total valuation, the long series of studies pointing
up inequities and proposing remedies, and the re-
cent State action to put some of the recommenda-
tions into effect,

The State Tax Commission was ceeated in 1915
larpely to provide equitable asesment of property
for taxation. The commision functions have been
greatly expanded to include administration of in-
corne, sales, gasoling, and practically all other major
Btate revenues, but the J.FEI.'II::,I' continues to have
gtmml Jun.wdu:.hm over local boards of aswessors
and boards of equalization, mwdu. t-|:1:.]'.|m|:a.l
assistance when rHEiumnd and functions as an a
pellate body hand ppeals from local boards,

State mmmm:.g'fht FProperty Tax Dhvision
fixes assessments on "all merchants, sundry manu-
facturcrs, printers, textile plants, oil mills, fertilizer
plants, tel=phone and telegraph companies, railroad
and power cormpanies, and others." 3

Thes= valuations set by the State in 1961 repre.
sented about 46 percent of the total valuation for
that year. For some types of property the State
waluation represents personal property only, as for
merchants’ inventory and fixtures, while for others
the assessments include real property, the latter
group including textile plants, ete.  The assessments
made by the State are for local purposes, as the
State does not use the property tax for its own pur-
poaes.  Intangibles, it may be noted, are not taxed
in Bouth Carolina,

The Tax Commission follews cstablished formu-
lag in it .a:.'p-_':ﬁng. Merchants 'inv{:nt-:q-!.' and fix-
tures, for example, were assessed at 18 percent of
fair market value for 1961, but the percentage was
to be reduced to 14 percent for 1963 and there.
after, Manufacturers, it is reported, are assessed
at 42 poreent of the fair market value of their tax-
able plant aceount, but alter all deductions are
allowed, this results in an average asscssment of
manufacturers throughout the State of around 13
percent of fair market value,

State asesament B regarded as a strong feature of
the South Carclina property tax. A report of a
subcommittes for the Tax Study Commission said,
“Since the State Tax Commision i directly re-
gponsible for the assessrment of corporation and

' gieh Annwal Repord of the South Caroling Tax Com-
mitloa, 1960, p. 53
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public utility property, it 5 generally agreed that
such property is more equitably assessed than, for
exarnple, farm and ity real estae” * Thl: Gr]ﬂ'cn-
hagen report of 1956 was even stronger in its ap-
{me1 saying, “The taxation system, and we be-
ieve particularly State assessment of business assets,
as been a factor that has encouraged industrial

l: ansi-:ln.”
¢ Tax Commission has a staff of about 21
persona assisting in asesing (in mid-1962). In
1953950 the Tax Commission tabulation of its ex-
penditures included $61,634 for the Property Tax
Diivision with the note that this division “produces
no State revenue,”  The Grilfenhagen report said,
“The present cost of the assessing done by the State
is a fantastically low ameount per dollar of tax the
localities collect and is not adequate™* The Re-
Fﬂﬂ recornmmended that an adegquate a riation
the Property Tax Division, not exceeding 155
reent af 'I‘J']E extimated mlk:rlmu (of abowve
5{3 million}, be a deduction from State aid allo=
cated to school districts, counties, and munici-

palitics.

Local airessing,  Local assessing cannot be de-
scribed adequately in few words. The Griffenhagen
report noted that a review of assessing in many
communitics showed o two exactly alike. In gen-
eral, the county auwditor may be regarded as the
primary local assessing officer, but all assessments
are subject to review by ditrct and county boards,
appointed or serving ex officio.  Ohiginal respons-
Bality rests with the property owner, however, a3
he 5 required to file with the county auditor a list
of his property with his own estimate of value,

.+ o I wrtual fact, it B most wnosieal for property do
b# seturncd &t anvthing even appreaching e acual mar-
ket value and miany awners da ned gven take the trouble pa
make & ‘retarn”  Although this makes them liable o
a Ml-peroemt penaliy, the :u:nah!.- m feldom applied,

When an owner faily o ‘return’ Big propgedly, it
cornes the responsibility of local nssessors to seck out,
epumerate, and asign & value 1 the property.  In caves
where the property owner makes the “rcturn” the [ocal
Baarel erther secepti of modifies ks eitimate ol valies
and passes the return al-:!ni io the county auditor. Here
it in sulsjere o review approval o osdiffeation by
the auditor and the county board. Rarely is the prop-

TG H. Aull, Praperty Tax Egualiration in South Care-
ira, pepore of & subeommittes prepared for the Tax
S-'I.uléi.' Commidsslon, 1960, p. 4,

riffenhngen £ .|'|.'H-|:\-LII:II:H A Rapart fo the Sizte of
Souwth Caroling State Tar Cemmizsion, Survey and Rec-
ommendations Relating to Equ.il:z:l.tl-un of Property Tax
Agsrmments in South IE.Tul.u:.u 1956, p. 2.
*Ibid.; p. 2B
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erty subjected 1o any sort of appraiasl of even o cursory
inspection. . . S

The coat of local asseming is low—not “more
than about one-guarter of the expenditure we would
have expected w find,” said the 1956 Griffenhagen
repart. The State, it may be noted, Flu'.'i.d-:: Sﬂﬁﬂ
annually toward the salary of each county auditor,

The ratio of awmewsed to full value in South Caro-
lina is notarbously low.  For most of the 46 counties
the average is believed to be not far from 10 percent.
Bince the ratio for State assessed properties s above
this bevel, locally assessed property would average,
in gencral, less than 10 percent—but with the usual
spread.  “Presently similar property B permitted
to be assessed at percentages of tree value varying
from often bess than 10 percent to greater than 40
percent, with occasional divergences much more
proncunced,” according to the 1961 Tax Study
Comimission rt.

Spdﬁ-ﬂ! slicalees lprl-:a-r e 1959 Sauth Caroling
has had a long succession of special tax studies
dealing with the property tax and some of them
have made sgnificant recommendations  for
improvement.

‘or the long period from 1920 through 1959,
legislative committee studies were made—but gen-
erally neglected. A committes appointed in 1939
recommended that propesty be asesed at actual
value by full-time trained, nonpolitical personne]
under State supervision. A committes appointed
in 1948 recommended [::Sl[rr:rq.r assessment by the
State Tax Commision a referred to the c}m.ﬁ]tg
property tax laws as antiquated, This committes
said, . . . no criticism s directed toward the officees
whoss duty is (o make assessments, but of the laws
]:lml.'jd'.in for the amesments. The tazk of the
officers has been a difficult, and in some instances,
an impossible one In view of the laws under which
they have operated.” islative committees wepe
appomted m 1951, 19532, 1957, and 1958, “'but
very little corrective action has resulted despite the
fact that many inequitics were pinpointed.™ 3

Since 1525 the South Carolina Agricultural Ex-
periment Station, Clemson, has carried on a sories
of studies on variouws phases of the property tax,
These studies, many of them made by or under the
direction of Dr, G. H. Aull, head of the Depart-
ment of Agricultural Economics and Rural So-
ciclogy at Clemson, have supplied extensive factual

LG Taylor and G. H. Aull, dsersrment of Farm Real

Entade for Tax Purposes fa Seulk Cerofima, South
alina Agricultural periment Station of Clesnsen -
cualtaral Calbege, Bulletin 416, 1954, p- 9. The alty
may b= waived, under legislation enaceed in ]Eﬁt‘,mﬂﬁﬂy
COUREY URGa the writken approval of a majority aof che
county legislative delegation, including the senator.
, "The 1530 and 1548 comemities reparis are noded brisfly
in G H. Aull, Property Tar Eguolieation fn Sowth Carss
Iiza, op, cit., and in First doreosl FBepert of the Somth
Carolizg Tex Stwdy Commission, 19600 The latter report
is the saurce af the final quotation here,

data on asmemments and impact of the property
tax and have resulted mot only in hmwfmmm-
mendations of peneral policy but in specific, detaied
proposals for techniques for local assessors,

Ooe group of the Clemson studies examined as-
sessrent-zales ratio data,  For a long-range analys
sis more than 30,000 recorded transfers of farm real
eatate, over a period of 40 years through 1937 were
examined, and one conclusion was that the devia-
tions among the counties and during the 40 years
were less significant than these between properties
in the same county in the same year.” A morc
recent study in this series was an intensive exami-
nation of farm real estate sales in one county over
2 years, the smallness of the sample permitting de=
tailed study and checking of the properties involved
as well as the diversity of assessment resulis.®  One
effective chart in this study spotted the individual
assessment ratios against a largetlike background
with the hull's 15 pereent of sales value, the
average level, ‘ﬁ:: report commented, " A marks-
man obtaining results such as shown . . . would
immediately question the adequacy of his tools and
technigues.” Noting the “haphazard” way in
which buildings are listed and assessed, the authors
ohserved that buildings, primarily residences, were
wsually asweseed at £530 ecach and that assessom
seemed reluctant to vary from this average.  Aver-
age values are abo used in assessing land, The
study peinted out, however:

Assegmors are likewise foroed by existing circwmsiances
to mnke their estimates of value primarily o8 the besis of
averages. Thes men, ewen if adequately trained and
experienced, are simply nof allowed sufficiont Lime, -
maeerntion, and facilities for doing mere than a carsory
inspection of the tax digests which have been copied from
records of previous years.  Any appraisal they may ki
gisat neceisarily he based on persomal Tammliarity with
individunl properties or npon an estimated average for all
properties.  Apparently most of their attempts at assess-
mint A l'uh:r]:tpnn. gomie sverage value for the district
and mest asesors are reluciant to depart very much from
Indeed, they have safficient infor-
mation for doing so becaise lamd is customarily described
oo the tax records enly in terms of acees and buildings
ooly in terms of numbers.  The imevitabds resaly 3 ower-
assessment af pro iy poorer than the average @
underassessment of properties better than the average,
This not only distributes the tax burden ineguitably, but
places an ewcessive Burden upon properties that are least
able fo carry it and grants a partial exemplion W prop-
erties that are mm'ta'hﬂm bear it*

A subatantial part of this 1957 study was devoted to
procedures for improving farm real estate asses.
ing—inchuding illustrative material, land classifica.

thds averape figure,

3. H. Aull, Tke Salr Pricr and Aniesied Fatue of Form
Beal Eitole m Seutk Carolins, Seuth Carslina ﬁ.gril:u]-
tural Experiment Smatlon of Clerson Agricaliossl Colbege,
Bulletin 334, 1041, p 56

0. 0. Tayrlor and G. H. Aull, Im ﬁruuin; Farm Real
E;h:rr-r Aszeroment in Somfh Carslina, Agriculioral Ex-
periment Statien Clemsan Agricaltural College, Bulletin
450, 1957,

*Ibid., p. 12
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tion, formulas, etc, It mphmmd. toa, that such
basic tools as maps and records were essential.  The
Clermson Ag:'iu:uﬁ:ml College has published addi-
tional reports providing procedures and techniques
for assessing Farem real estate,

Griffenhagen report. Asa result of 1955 legisla-
tion, the frm of Griffenhagen & Associates was en-
g-.tged to make a survey and “make recommenda-
tions necessary to ie assessanents of ¥
for taxation, T]'H: report,' submitted 1 1956,
proposed & program to this end under two headings
“Immediate Program™ and “Complete Pro r
A series of notable recommendations incleded, in

that the State: contract for preparation of
a rnanual and instrection in its use; initiate & pro-
of tax mapping, reappraisal, and records
mstallation; establish an office for property tax
mtmun, :ni:l.udln.g sales analyuis: 'p]'l:l'u'l.dE that all
counties have a single countywide assessing organi-
zation headed by the awditor, to be called the
chief assessor, and that all or nearly all have at
beast one full-time assistant with the title of asses-
sor: enact lepislation enabling, but not regquiring,
counties to employ one or more salaried assessors,
to abolish exbiing boards of assessors, equalization,
gbi., and create a mew county ad'-"mn.r}l commities
and hoard of tax appeals with representation of
city and county government and taxpayers, both
locally and State asessed; the eonstitution
to prrmit classification of property for taxation and
in anticipation of this amendment select a desirable,
feasible fraction of full value to which each county
woutld be asked to equalize all asessed values, not
less than 10 percent, and in general use this same
percent of full market value for State assessed prop-
erties; prepare plans for in licw taxation of timber,
mator vehicles, and merchant’ inventories ) prepare
plans to legalize nonfiling of property tax returns
in counties which have adequate assessing facilities.

While mast of the recommendations of the Grif-
fenhagen report had already been made in the seve
eral Clemson studies, their proposal by a well-known
outside soutoe gave them new emphass.  Also, the
report stressed that a program for good assessing
and equalization would require money, manpower,
and mansgement at State and local levels, It
pointed out that any practical plan for statewide
equalization in South Caroling would require at
least 10 or 12 years for completion.

Tax Study Commizsion, The 1958 lemislamure
provided for a new kind of Tax Study Comumis-
son-—a continuing committes to report to the legis-
Lature annually on the revenue systerm and proposed
changes. The commision has “thres members for
the senate, three for the house, and three appointed
by the Governor, A preliminary report was sub-
mmiktted In !5'5‘9 aned I:hq:n:: I'L.Tl.-'.: |:.|n|_-:'r.| t]'trqu: a.z'mua.]

®¥ Griffenhagen & Associztes, of. cit.
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reports since, each making recommendations on

the rty tax,
e first annual report, made to the 1960 legis-
lature, moted ™, . . some positive start toward

eliminating the present inequities in the property
tax structure of our State is almost mandatory.”
A brief but informative Introductory statement is
followed by cific recoammendations clearhy ex-
plained, and proposals for lepsiation nece
to effect the recommendations, The 1960 report
recommended: (1) amendment of the constitution
to climinate the requirement that property be taxed
at a uniform rate, 1.e., to permit the general assem-
bly to clasify property for asessment purposes;
2? pecific I:|1n:u:tu.n: to the State Tax Commission
to pruvrdc :manuah,he guides, other aids and training
for assessors and other assistance to counties when
requested, and to designate one mernber as a prop-
criy fax commizsioner to have manuﬂbJ]::,r far
property tax assistance and adminstration; and
(1) farther study of the faxafion of motor vehicles
and merchants’ inventories. The 1960 lepislature
accepted part of the second recommendation, di-
recting the Tax Commission to provide mannals
amd other aid to counties, and, in effect, the third
recomimendation.

The 1961 report noted progress made under the
1960 legislation, invited attention again to the ad-
vantage of its proposed classifcation approach amd
said, "Until South Carolina generally i willing to
tackle the everall problem of our inequitable prop.
erty tax systemn through classification, sgualmation,
or some other form of modernization, your Study
Commission i of the opinion that certain of the
more serious nequities should mmediately be at-
tacked.” The one recommendation made con-
cerned the tax on merchants” inventories, furmiture,
gte., propoing assssement at the bocal Tevel a3 a
means of reducing the basis of assesment from
higher levels used by the State to the low levels
used locally. The legislature took action on this
subject by providing & new formula to be used by
the State in assessing merchants, reducing the ratio
over 3 vears, and providing for the use of monthly
rather than annual inventory data,

The 1962 report, noting that the overall property
tax problems remain, made three specific property
tax recomumendations: (1) further revision of the
merchants’ ax formula to eliminate the monthly
inventory which had created some problems of Incal
administration; (2) exemption from the properly
tax af F-trl'y i intersiate COTTITTRE TTE, the “fres
port” plan; and (3} requirement that applications
for motor wvehicle licenses include a sworn state.

= Amendement of the constitution 1@ permit classificas
tioe was proposed by a 1900 tax stady commmittes, and by
tically every property tax study simoe then. "I":h:
:ﬂ'l:nﬁ: repost described the existing situation a5 "an
unplan ard weregulated classification of property for
taxation, :run.'rl.mg wild ®
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ment as to bona fide peddence and an improved
form of certificate as o payment of local taxes both
designed to strenpthen it as an aid in collecting
personal property taxes on motor vehicles, The
1962 legislature enacted measures putting into
cffect all three recommendations.

Hecent  developments. That the legislatures
have comaitently taken favorahle action on recom-
mendations of the Tax Study Commeission may be
regarded as especially dgnificant in view of the long
record of inaction on the pro ]1,- tax. Ewen moms
significant is the reule, & ¥ of the 1960 ac-
tion directing mssessment aid to Jocal units,
1961 report, the commission noted 3 property tax
asessment manual had been completed, methods
for training assessors worked out, revised forms and

In 1%

instructions were under congideration. In its 1962
report the commimion referred to the technical
asistance now available as an aid to solution of
troublesome property tax prl:lb]mm and pointed to
the experience in one county using State aids. By
mid-196E several other counties were also engaged
in mapping and reappraisal.

This ia clearly a amall start, but it is a start in the
right direction. Tt may be that the example of thoss
counties now working with the State and of those
units which previously had undertaken action to-
ward better assessing ures will stimulate and
accelerate further action. Certainly one real ad-
vantage is the ::lnl:hiu:inﬂ attention and consistent

ure by the informed, concerned Tax Study
IMiEssIn.
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With the enactment of a county assessor law in
1953, South Dakota entered a period of vigorous
action directed toward improving property tax ad-
minisiration, with emphasis en asessng.  The
property tax currently is not used for State purposes
and it has been so wed only irregularly for & num-
ber of years, but it still constitutes a wery substantial

of the overall Brate-local revenue system,

Organization for auening. In 19335 the legisla-
fure enacted a county assessor lbaw, and while this
lavar was rl.-]';le:]-l,-rf inl ?J i new law enacted in that
year alzn F-rr.n."iﬂal:] for l'.a.r\-n:a.ch:mE changes Ln aiseic.
ment mization. Prior to 1955 local assesing in
South Dakota had been the function of some 1,
assessors, most of them elected annually and with
only 17 serving full time. It was estimated that
each year one- Eulrd or more of the asesors asesed
for the first time. As & islative Council stud
reported im 1954, while the State had grn-:r
supervision over the admiu:stratl-:-n of the asses
ment and tas laws of the State, "cffective urpcr-
wigion is rendered all but impossible™ with the large
nuember of local asesoms and the imited State sall.
The 1954 study recommended a county asesor
systern, with alternative armangements. The 1355
kegislature provided for a county svstemn, with coun-
ties to appoint & county assessor (director of assess.
ments) or 4 county supervisor of assessors, the ap-
pointment g2 be made after gualifying examination.

In 1957 the legislature repealed the 1955 law
and provided for the establishment in each county
aof the office of county director of equalization to
direct and supervise 2 al| assessments in the county.
The director s ap by the mugtdy commis-
sioners and, while tﬁmlﬂ'ﬁ? law eliminated provison
for qualifying examination, the director *shall
possesa knowledee and training in the ficld of prop=
erty taxation and his appointment shall not be des
pendent upen any residence requirements, but he
shall reside within the county for which he & ap-
pointed during the tenure of his office™* One
interesting feavupe of the appointment is that if the
county containg & city which has 50 percent oF more
of the county ulation, the mayor of such city
shall sit with the borrd and have a vote in the ap-
pointment of the director of equalization,  With
the appaintment of the director of equalization, the
affice of asscssor was abolished, bat it was provided

# Report of dhe Commitier on Aresmeend and Tazabten
ta the Exscwutive Sonith Dakots Legilative Re-
search Council, 1954, p.
* Sonth Dakota Ariersor's Handbaok, 1950-59, Departs
ment of Revenue, p. 27.
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that local taxing districts may appoint their own
assessors if they wish, to serve subject to the rec-
ammendations of the direetos.

By the fall of 1960, 37 counties had abolished en-
tirely the office of bocal assessor, others limited local
astessors o those in eltes, and the tetal number af
aessing officers was 230, wath 110 full tims, Tn
the summer of 1962, all 64 crganized counties had
their directors of equalization, there were 47 deputy
directors and thers were 20 asessors in the larger
cities all working closely with the county directors,
There were only 16 counties still wsing local asses-
sors, but they had a twotal of 262 township and 69
city and wvillage asscssors. While the directors of
equalization currently are appointed for only 1-year
terms, 56 of the 64 have sorved 2 to 6 years,

With 64 county directors replacing hundreds of
part-time assessors, a realistic State program of
supervision became feasible and the 1957 lemisla-
ture confiemed the appointiment of a new Biate
Comyrmisstoner of Revenue, My, Broce D Gillis,
The commisioner of revenue has a duty to conler
with, advie and direct assessors and boards of
review and equalization, and to investigate the
work of all taxing officers in the assessment, equal-
u-.'ul.inn., and taxatvon of all property subject to taxa.
tiom. He alsn azteswes the n-prr;l.l;m propecty af
railroads and other walities, and MIIJEE‘J thie values
t-|;| the county auditors, TI‘II: Fevenue nzl:.arl:n'bgn't,
in acddition to it rt tax functions, 15 res
sthle Fl:lr collection majm State revenues, Since

95-? the department has been reorganized amd

nﬁhmd Property tax operations have besn

dated under a new Property Tax Division,

thl‘.' gtaff of which now includes a director, three

ficldmen, and a utlitios valuation engineer, and

an active program of aid and training has been
developed for local assessing officers.

Srate aid and supervidon.  In this program, em-
phasis has been placed on direct aid Er State staff
and seriows education. The State gives assistance
on special appraisals or reassessments, At least four
times & year assessors in ench of the State’s eighe
districts hawve group Il'l.ll!!til'lﬁ!, with at least one
State staff member present, to discuss local prob-
berms and to review problems previously sent to them
by the State director. The State issuecs the As-
sessors’ Handbook with supplements as needed, ex-
pia.ini.ng |q:__:is]al.inn, tl'u: u.l:l.-r: of Etatc am:l |zl
agencies involved In assessing, suggestng proces
dures, ete.  Additional specia "bulleting are jssed
from tme to time. The Btate, working with the
Association of Assessing Ufﬁmn, develops and dis-
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tributes annually a detailed and informative per-
sorial property price guide.  The State has endorsed
a real estate manual which 15 used in most eounties,
but where counties prefer to contimue wee of other
manuah, ﬁ:-cldmc'n :an: b-ar.n mstructed o their
use: to avoid disturbang an estabhished system.  Gon-
version tables are :n.lppliud to I:E:P the State manwal
up to date,

A major feature of the South Dakota program
is the annual Assessors’ School, This i a loweek
school, held at the university and sponsored by the
State Department of Revenue and the State uni-
vepsity, and having as its purpose “the assisting of
the assewsor in acquiring basic knowledze and skill
in the field of property appraisal for tax assess-
ment.” The schools follow a course of study set
forth in a syllabue prepased to cover a S-year pro-
gram. Sessions, starting at 3 in the morning, are
held through the day and in some evenings, and
include lectures, demonstrations, dBeuwssions, and
other educational techniques. Examinations are
held daily as well as at the end of the course.  The
'Fnrlu.lt:.r inchides university economists, Wi!l‘.‘,
soil specialists, and lawyers, key men from nationally
known appraisal firms and outstanding assess
officials from neighboring States,  The 1596'2 schoo
had some sessions separated into clementary and
advanced groups, the clementary classes for stu-
dente of 2 or lest vears.  The published procesd-
ings provide an up-to-date textbook and practical
reference and guide of continuing value to asses-
sors and others concerned.

The fourth anmual school, held sarly in Septemiser
1962, was attended by 86 students. This total
included 51 county directors, 4 depuly county di-
rectors, 14 city assessors, 2 deputy cily asessors,
1 city commissioner, 3 Highway Department ap-
praisers, 2 independent appraisers, and 3 Depart-
ment of Revenwe feldmen,  The attendance at the
frst srhoal in 1950 totaled 51, n:prmnﬁ:rl_g 4%
counties; the attendance ross to B2 in 1960, and
12, representing 31 counties, in 1961,

To meet the cost of the school the legislature
appropriates 31,500 anmually to cover faculty ex-
L::m- The local povernments pay for mileage,

rd, room, and texthooks of their students at-
tending. The university charges $30 for board
rnd room for the perioed,

Ratio stwdier, In 1938 the State Revenue The-
partment undertook the first official, statewide, real
estate assesment-sales ratio study in South Dakoa
and this has now become a confinuing program with
annual publication of rsults, Basic data are col-
lected by the chief county asesing officers, The
lavwe creating the office of director of equalization
provided that these officers shall “regularly examine
all comwveyaraes of real estate in the county as filed
with the registrar of deeds, and keep a record by
description, of the consideration shown therson,™
The State provides forms on which the director is to

record sales, including details on the property, sales
price, and asesment. One card i for his own
records; a duplicate is for lacal assessors, boards,
ete, Pertinent data from such records are sum-
marized and sent to the State Department of Reve-
nue where they are studied and checked and com-
piled for analysis and publication.

The published report gives significant and use-
ful detail. It shows by counties, separated as (o
rural and urban propertics: the medians and [re-
quency distribution, the ratios for various clases of
property, and cocfficients of dispersion. Various
summary and trend data are also reported.  The
1961 study showed county weighted average ratios
for all properties ranging from 27.5 to 59.8, with
2% countics between % and 60, 23 between 40 and
50, 15 between 30 and 40, and 3 below 30 percent
[the total of 66 including 2 unorganized counties) .
The statewide weighted average was £7.5 [up from
457 in 1958). Especially interesting is the coeffi.
cient of dispersion, given separately for urban and
rural properties for each county. In 1958 there
were 11 counties far which both cosfficients were
20 or lower; in 1961 these were 15,  In both years
there were thres counties with both coefficients over
40 [not the same counties it may be noted ), but in
1958 the cocfficients ranged up to 74, with only two
in the 40%, while in 1961 the high was 55, with four
ini the £(s.

Starting with the first study, stress has been placed
on the potential wses of a ratio study, It was
pointed out there that the information gathered
was not solely for use of the State Department of
Revenue. *“The primary use that these forms
should be put to remains at the local level. Tt will
be indicative to the directors, astessors, neview
boards, and equalization boards as a guide as to the
status of the asessment of property within their
districts, The copy forwarded to the department
will bz used . . . in the allocation of State funds,
and the assessment of wtilities.™* Tt was also noted
that “when the director of equalization has a part
in the collection of the sales data and in the yais,
ke is likely to have more confidence in the results,
than if the study i made by some outside agency.
More important, he will probably be inclined o do
something about the inequity if ﬁl: has had a hand
in the project.

The South Dakota use of the sales ratio studies
was described by Mr. Broee D, Gillis, State Com-
missioner of Revenue, as follows: ®

- - . Ratio studics take place on the local level, with
the assistamce of staff members. The studies become a

T Firnt Report of Real Exmte Arreriment Ratio .E'tu:d'g',
S:.?rc ni.ﬂ'nul.ﬁ Dakota, Department of Revenie, 1958, p. 3.
Fhad, p, 4,

‘Bnu‘::-.p'lll-. Gillta, "“Msatstamce from Both Angles,” in
Azgerpmant Adminictration 560, papers presented at the
ik Tmiermational Conferemee om Assessment Admanazfrg-
riﬂﬁ}nélzrmtima.'l Asgnciation of Amessing Officers, 1961,
P B1-
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tool for local :Euali!u.iun. e clasificatioes extend
to township and village lesels.

One resolt is that aseessors themselves ndjust their
ﬂ:u:k.mqh mot only to imdividusl equalization i 1=xdi-

jective], but e moss e extlon, B lattesr
phase Eormerly gr:h'lln'md o varis boards by defauly,
and often AEELCLT ACiE08 coly aggsavated iRequitieo i6-
siead of correcting thom,  Asesors are ahu caning
Increasingly proficsent in prescoting ovidenos b0 sustain
thuir ssstssments ag board bearmgs and in the ecurts
I llﬂlj‘mm!nuﬂrmmm hias indreased Eroan 25
percent to £3 peToent sance 1955,

Inservice training has made the ratio study 1£m|:
tical #tool which the asessor would not release. T
bonger regards it as a th which might have merit
for deliberations of equalization boards without possess-
ing any practical wtility. The hoards, for thelr part,
now realize 1o a greater extent how t it is that
masessors understand and belkese In the concept of al-
ization and the muneal use of ratie stady, Tt i comfert-
ing for u= 1o node bow the rading of asscwors and

ardi becomes 8 concurrent phenoamenos,

Asresrment level, Ome of the important enact-
ments of the 1957 legislature was establishment of
taxable value at 60 percent of full value,  All prop-
crty ghall be assessed at it tyue and foll valee in
money, and the asmesor shall retain in his Ales a
record of such Tull and drwe value, but taxable
\':h_ll: tin h-l: rnl:l,-_'rn:| an the aseoment ru“s shall
be 60 percent of the full value,

Prior to 19537, it is reported, while the leg |
assessment standard was 100 percent, many
tricts wsed less tham one-third. In adopting 'E'IJ
percent the State “made a major step foward
bringing the legal basis for taxation and the practice
of asscssment into conformity.  While assessors still
have a lot of work to do before all classes of prop-
erty in every disteict have a G0-percent assessment
ratio, we have made considerable progress towand
that goal.”

R.r»;.;'r:: fax rledies ard E-ﬂgi:fa?l:.l.lt méttor.  Two
of the special studies made over the past decade
appear o have been nsp:l:la.lljr influential i m tht:
recent developments in the ]:lmpl:r:ly tax in
Dakota, A committee of the Legislative Rmarch
Council in 1954 recommended, amopng other
things, establishment of 2 county asessor system,
self-listing for personal property, setting 50 percent
of full value as the assessment base, and revision
of the money and credits tax o exempt uninvested
funds® The 1955 legmlature adopted o county

assessor system, madified in 1957, and provided for

" Aveon M. Direyer, "Significance of Percentage of Fuall
Value Assessments,” Proceedings Firnt Anosal School for
South Dakoia .-!m!:I!l:nF {g'irrrl. Governenental Rescarch
Buarcan, State Laniverainy Seuth Dakaea, 1959, @ &,

1R'|llﬂl|:lﬂ' of the Comraiftee on Anesreent ard Taza-
tign, @ . gif., pp. kil
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self-listing of personal property; the 19537 legisla-
ture, in additon to changing the county system
enacted in 1935, provided that values be
Lo nt of full value, and changed the money
credits tax to exempt money on depoait not
drawing interest and all money and credits up to
E5,000, The 1959 legicslapure increased this money
and credits general exemption o $15,000, with a
special exemption for annuities and rovalties,

In 1959, a Citizens Tax Study Commities re-
ported ®  This committee, which had broad ob-
jectives and considered the overall tax structurs,
made some significant comments and recommenda-
tions on the property tax. Discussing inequality
in the tax burden, the committer said, “Increased
authority at the State level appears necessary in
order to reduce this wvariation and espablish e
needed equality of asessments.” *  Recommendas
tione included: All county directors of alization
shoatld be under jurisdiction of the State Director of
Fevenue; the directors should be appointed by
Coumnty connmniEisaers [rom qym]iﬁmd persons certi-
fied by the State, have 4-year terms, and be paid
a salary suffident to obtain properly qualified
taen: & dividon of valuption and assess-
ment should be established and an appropriation
made to maintain a ficld staff of not less than 12
mrml:n':r: the State Director of Revenue should be

power to appeal Ihea.:mun:ntafanjrmm:ﬂ
'-:- 'lJiE SI'-ME Equalization for review
open hearing, and I;|1.-|: tate board should be au-
thorzed to equalme property in thl: appeaked coun-
ty with property of other counties; when equity in
assesments 5 improved with all asscssments ap-
proaching &) percent of true value, consideration
should be given to revising limitations on mill levies
apd debt {but one specife mill lhnit should be e
ed imrediately) ; commercial fAugghs T
E:ﬁlhnuse tradlers should be taxed as m@r;nnﬁﬁg
money and n.‘.rr.l:]il.'s taxa.ﬁn:m 5|"||:r|.|.|d |:||: .al;p.nd.{:-md;
a spiecial stedy should be made on taxation of rail-
ronds and other utilities.

Some of these recommendations are now in effect,
A Property Tax INvision was cstablished m 1961
in the Department of Revenue, but with a much
smaller staff than recommended, and new laws
I.‘:m.ug flight property and house trailers have been

Eﬂl: many valuable recommendations
n:rn:.m l'nr future action, they £ continuing
pressure toward notable strengthening of the prope-
erty tax in Bouth Dakota.

® Repart q{ the Sauth Dabodae Citieeng Tax Sledy Core-
mittes, appodnted by Gov. Balph Herseth, 1959,
* fbid., P70




TENNESSEE

Tennessee has not used the property tax for State
purpesss since 1949, but the State has maintained
its comscern for the administration of the tax, In
1955 the peneral asembly directed the Legislative
Cousncil 1o make a study of property assessment and
taxes and a special county tax assessment subcom-
mittes was created.  The subcommittes emphisized
that its study would be directed toward attaindng
eyquity in assessment rather than increased revenue-

Sun:.':.}' |:|_|r 195556, The :I.l'l.iﬂ].' made ]:l!i thie sub-
cornmittee 5 a very valuable contribution toward
strenpthening the property tax in Tennesses,

Cine feature of the SuErvey was an analyais of the
existing office of assessor in the State,  Asesing is
primarily the mesponsibility of the 95 county ames-
zors, elect ular vote for 4oyear ternms.
About I municipalities have special charter aw-
therity to make independent asesments, but not
all exercise this power, The report considered for
the county assessors and some of the city assessors
their experience and educational backgrounds,
salaries, time spent on the job, assessing tools and
equipment, office facilitics and assistance, and other
features,  The office of county assessor is set by
general State law, but the law then specifisd no mini-
mum or maximurm salary, and the salaries, osually
sct by private act, in 1956 ranped from 3720 to
£0,000, with a median of SX400. Tax asscssors
have now been included in the minimam sa
act. The investigation indicated that only &
the 95 county assessors had equipment which could
be considered complete and adequate, and only
4 counties had complete tax maps.

In order tooget objective evidence of aseesenent
bewels, sabes ratio studics were made for real prop-
erty in 21 counties and 7 citics, the units chosen
to be thoroughly representative of the State and
where full cooperation was assured by local officials.
Classifying assesarments for each county as satis-
factory, reasonably satisfactory, or unsatisfaciory—
depending en their relation to that county's median
rati—the survey found that on the basis of the
samples used, only 3 of the 21 counties checked had
A percent or more of their aspe=siments in the satis-
factory or reasonably satisfactory groupings. For
the 21 counties the median assessment eatios ranged
from 11 to 4% percent,  In one county, it was found
that the ratio of amesed valus to actoal market

' Pra rH-' Asteprmen! Adminietrotion in Temnarres,
18535-5 ;Fnrt tr the County Tax Assesment Sab-
Cammittee ko Lergi.ll:l.ﬁl.r: Council Comnmities, Geeil
Morgan, Darector of Field Study, 1956.

value ranged from 1 percent to over 900 percent.
But the report alse noted that . . . it is gepezally
believed that considerable amounts of real pro

in Tenneseee are cscaping faxation altogether,

Personal property assessment, the report points
out, is moat ieregular. During the survey in 1956,
four countics were making no assessment of per-
somalty, with the quartecly county courts in two of
the counties having passed resolutions directing the
assess0rs mot ko gnake persomalty asesments, It
was found that 18 counties asesed industrial and
m‘mn:n;ia.l Pmlt:,r, |:|r.|.t it il.'ll:l.i.\lil'lu&"}' n-.-merl

rsonalty,  Several types of perssonal property,

ver, are not of concern o the county assessor,
There is, for example, a special merchants’ ad
valorem tax assessed and  admindstered by the
county clerks (except in some cities). Nor is the
local asecssor concerned with most intangibles as
stocks and honds are taxed not ad valorem bat on an
income hasis, and the tax on stock in banks, in-
surance companies, etc., 18 usually paid by the
institution.

Public utility property, it may be noted, is as-
sesged by the State Public Bervice Commission,
After the valuations have been approved by the
State Board of Equalization, they are certified o
the local taxing jursdictions,

Recommendations resulting from rurvey, The
field study director filed with the council a group
of significant conclusions and recommendations,
The merobers of the Advieory Committes decided
on seven suggestions for improvernents™ including,
in summary, better educated and better qualified
assessors with better pay and adequate office space
and equipment, sclection of county assessor by the
county court ingtead of |;|:r Pl:lpu[,;,r glmtm. Tenp-
]Jrﬂ-l'ﬂJ every B years, some means o include a
arger percentage of personalty on the rolls, State
aid in the form of schools, manuals and assistance
when requested, and ereation of a State apency
to give leadership, training, and asistance to local
offucials ®

The Legislative Council recognized the merit in
the recommendations made by the stady director,
bt concluded that a rnajm' revizion of an wndesr-

W3

" Ibid., p. £1.

*For details of the Study Directar’s conclusions and
recommnendations, the Advisors Comeities's soppestions,
and the eomment and recommendations of the Legssla-
tive Councll, gy The Fimal Report of the Le tiie
Council Cemmittes of the Genrral Assembly, State of
Temmerree, to the Goevernor and Memberr of the Gemeral
Arrembly, 1956, pp. 51-63.
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THE ROLE OF THE BTATES IN STRENGTHENING THE FROPERTY TAX

able stuation which was "the result of many years
of drifting in the direction'™ should “be a
proached with caution and by degrees, so that tl
orderly procedure of government will continue with
the least possible interruption and so as to aveoid
any violent change in well-established customs.” *

The council therefore Lmited its recommenda-
tions to two: [1) Creation of an administeative
agency under the State Board of Bqgualization to

ve amistance to Jocal units en request, with the
services of this agency to be expanded gradually
to provide manuals, assist in reappraisals, E‘u!:ﬂ&
schools, ete., to aid local assessors in achieving
more thorough and equitable assesments; and (2}
an increass in the membership of the State Board
of Equalization to include one member represent-
ing the citics and one the eounties, these members,
to be appointed by the Governor for 4-year terms,
too be qualified by experience in matters relating to
local tax asscssment,  [(Oiher members of the
beard, all ex officio, are the Governor, commissioner
of revenue, secretary of state, treasurer and
corapiraller. )

The 1957 legislature adopted both recommensda-
tions of the council. To implement the first pro-
posal there wai established the office af executive
secretary of the State Board of Equalization, a
full-time position with provision for employment
of staff asistants and clerical help.

Educational activities of Qffice of Executive Sec-
retary. Since its creation the Office of the Execu-
tive Secretary has been very active in carmying out
its dutics, Personnel includes in addition to the
sccretary, a senlor property consultant, a junior

rty consultant, and two officeworiers,

Provision of a manual was one of the first proj=
ects. By early in 1960 the office had prepared
and distributed a County and Municipal Assessor's
Guidebook, the first in the history of the State,
and a revised editiom was fswed in 1961, The
guidebook contains principles and procedures for
mapping, appraisal, assess and equalization.
It orms, tables, and o useful material,
including inent statutes on assessment.

A school for assessors, also the first in Tennesee,
was held in 1960 with a concentrated 2T4-di ]pr-n-
gram. A similar schoal was held in the fall n.:{ 961
on the theme *“The Role of the Assessor in the Prog-
resa of Tennesses,” with a program covering hasic
technigues, procedures, and practices in Tennessce,
reports on new county equalation programs, efc,
Attendance at the first school was 102, ¢ rrsml:::'ldg
40 counti=s and 11 munkcipalities; at the second,
10%, representing 33 counties and 16 cities. The
State finances part of the cost, covering remunera-
tion for any paid instructors and reimbursing cx-

nses for one assessing official from each taxing
jurisdiction.  Buch reimbursement is for actual ex-

“ Fimal Repert of the Lepisiative Comnedl Commities,
e b, o Gl

154

penses in accordance with State travel regulations
which provide a maximum of $12 a day for food
and lodging, plus a teavel allowance.  In addition
to the annwal school, & series of 1-day area confer-
ences have becn held, @ in 1960 and 12 in 1961,
with more than 376 delegates representing 47 couns
ties attending to discuss assessment and equalization,

In 1990 a survey was made of the 95 county
assessors’ offices, strengthening the earlier conchu-
gions that too litthe attention was being paid to this
important function,  The results of the sirvey were
published in a widely distributed pamphlet and a
few counties have taken steps wo improve condibiens.

The office has carried on a constant program to
inform local officials of the services it could give
them and to encourage the development of revalu-
ation and equalization programs. News releases
are sent to newspapers, radio and television stations
with a booklet on “Guideline Editorial Material on
Property Equalization and Revaluation Prograrma.™
A series of 10 folders—interesting, attractive sixs
page pieces—were distnibuted, discussing equaliz-
l:il:ln anﬂ d.ﬁ.l:l']bing [:.a.l:u:re; wof ik nnu'nplul.n: il
prasal, The content 'u']na.rti:.ll.'!.r suggested by titles,
which included “Equalization, Key to Fair Prop-
erty Taxes,” “What Every Tennessee County and
City Official Should Enow™ about the executive
secretany’s office and services, “Sales Ratio Study,™
“Tax Maps" “Property Record Cards,” “What Re-
valuption of P BMeans in Terms of the Tax
Levy,” etc.  Another useful publication is “Rules
and Fegulations of Practice and Procedure Before
the State Board of Equalization,” designed 1o aid
and instruct potential appellants or others desiring
hearings or conferences,

Saler ratio sudizs. The office has particularly
encouraged county sales ratio studies as a prelimi-
TRCY to Ten isals, Its folder on the "Sales Batio
Study” points out that the bagie research may be
done by a local citizen employed for the pu
by the county concerned, using forms prepared by,
and under supervision of, the State. Analysis of
the data and preparation of & report will be done
by the seeretary’s office.  Such “techmical advice,
assistance, and consultation by the executive secre=
tary's office will be provided to any county wpon
rerquest and without cost to the county government.™
Experience has shown that the county cost to con-
duct the survey will be about 300, including mime-
nmphi-;g-’

By mid-1962 the secretary’s office had completed
18 sales ratio studies and 4 were in process.  While
the State makes no direct ues of the studies, they
are the basis for analysis by the local unit involved
and by the Tennessee Taxpayers' Association.
Under 1963 legislation the Board of Equalization

fan. ey Railo Study,™ Folder Na, 3, prepared the
OHficr ol the Executive Secretary, Tennesce State
of Equalization.
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i5 authorized to publish annually the results of
gales ratio studies conducted in the various coun-
ties, cities, and towns. The board may require each
county, city, of town to furmish to the extent that
it is available in wsable form such information aa
may be needed to prepare the sales ratio studies,
HRevalwaltion. The State has given encourape-
meent and assistance to revaluation projects. It
repared and distributed “Sugrested Guideline
faterial” with a It of the steps proposed for ini-
tiating and carryving Illr-:lugh a revaloation amd
a st of documents—resolutions, contracts, ete.—
which could serve as meodels for the local wait
undertaking such a project.  The State offers as-
sistance whenever necded, secretary's office
has no authority to approve or to recommend con-
sultants or appraisal firms, but it does supply a
list of fiema which have dome work in Tennessee
ar have indicated an interest in work there,
A considerable number of revaluation programs
have been completed over the past few years. As

of June 1, 1962, 21 counties and 5 municipalities
had completed or made contracts for revaluations,
Orhers have used private firms for mapping,

A viion which is segarded by some State
afficials as a helplul factor in getting revaluations
vioted is the law asthorizing eounties to wee capital
outlay notes o Anance “property valuation, tax
amemment, and tax equalization programs,” sub-
ject to approval of the State Divecter of Lecal

imance | whe must agp.me the issue of such motes
for any purpose], Capital cutlay noles are ex-
ecuted for a period af 5 years and il any nedes
remain unpaid at the l:nd}‘ of the J.year period,
the balance shall be converted to bonds.

Also likely to encourage revaluations is a new
law which authorizes the Board of Equalization
to contract with the governing body of any county
or municipality to fumnish such personnel, s
plics, funds, and technical assistance as may E.:.
needed to carry out a program of GEsessment, reas-
sesament, of equalization of property taxes.
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TEXAS

(rver the past several years in Texas there has
been mounting emphasis on study of the ri
tax and unpﬁ.rgnirﬂ of its a-:lm{n'uu:u.tigg.rn[?ha
emphass was recently reflectsd in the submission
of & number of recommendations for constructive
action by the 1963 legislature,

Ohrpanization for asessing,  Asscssing in Trexas is
the function of some 1,500 local officers.  This total
includes the county assessor-collectors in each of the
254 counties who do the assessing which is the basis
for State, eounty, and seone special district taxes,!
and the assessing officers in a host of overlapping
assessment distnocts, sometimes in several layess.
Some of the other bocal units—eities, school dis-
triets, and other special districte—alo use the county
valuations, but many such wnits have their own
assesaing organizations, which set valuations used
as a base [or their own taxes. The State itself does
relatively little asesing, the State Tax Board valu-
ing only the intangible asets of cerfain specified
transportation companie.

‘The county assessor-collector B a constitutional
officer, elected for a 4- term.  His duties in-
clude assessment and collection of ad valorem prop-
erty taxes and also of poll and motor vehicle sales
and wse taxes. He also collects State motor vehicle
registration fees.  The amessor’s salary is fixed by
State law under a schedule based on the population
of the county, The State comptroller's office has a
direct intersst in the property tax collections for
State purposes, and this office dﬁﬁﬁ:: and provides
forms for the countied and audits their State prop=
prty tax accounts, The counties receive compensa-
tion from the State, with their fees based on assess-
ments for asessing, and on collections for collecting,

In these local units which do not use the county
wiluations but have se te, overlapping assess-

ment o ization, as In many citieg, school diis-
tricts, etc., the office of assessor 15 appointive.  Such
asscssors have o connection with State comp-

troller's office. o

Assistance and training,  The State contribution
in training and other forms of aid is directed to-
ward the county assessor-collectors. The State
comptroller issues a manual which contains in-
structions on asessing, use of forms, answers to
usual questions, rulings and opinions of the Attor-
ney General as well as statutory requirements, amd
the rules and regulations pertinent to the conduct
of the office of county assessor-collector.  Thorough
the Ad Valorem and Intangibles Tax Division of
the comptroller's office, the manual is supplemented

IThe State tax is levied on the county voluation less
homestead cxemptions.  Hemestead property to a value
af £3,000 iz exempt from Siate property taxes.
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by advice, interpretations of the law, ete.  The As.
sociation of County Assessor-Collectors holds an
annual conference, attended by staff of the comp-
troller’s office, at which property tax matters are
discussed, and special sesions are held for newly
ﬂlttlﬁﬂ]mutgtrkﬂﬂ&m-mltﬂcm. The State audi-
tors, who check county tax records for the
State compiroller, aid :E:mJ]n:r:lruﬂi:iaIa by answer-
ing questions on procedure and other matters.

An annual Institute for Tax Assessors i3 spone-
soved by the Institute of Public Affairs and Divis
sion of Extension of the University of Texas in
cooperation with the Texas Association of Assess-
ing CMficers and the Texas Municipal League,
This institute s a 2-day intensive training pclg;;nl
initiated by the Institute of Public Afairs and
approved by the Intermational Asociation of As-
sessing Officers for meeting part of the training
requiremnents for CAE designation, The Fourth
Annual Imatitute, beld in December 1962, was de-
scribed as "an advanced-Jevel, inservice training
course designed to meet the professional needs of
Texas tax asscssors and their subordinate personnel
in all units of local government—counties, cities,
school districts, and other special districts. . .
Because the subject matter of this institute is ad-
vanced in nature, only those asesment personnel
who have had prior basic training and experience
should attend,” ?

Sessiors at the 1962 institute included lectures
and discussions on such subjects as trends in real
estate marketing, making and using asesment ratio
studics, building cost cstimating, accounting proce-
dures for tax departments, problems in property
tax law, appraizal of specific types of property, etc,
There was a fee of $IT.50 covering instructional
services and materials, proceedings, and dinner for
the one dinner meeting. A total of 212 persons
attended the M52 instituee (incheding only 4
county assessor-colleciars]

The Texas Association of Assessing Officers also
conducts training schools. Courses in basic as-
sessment techniques and procedures are sponsored
by local chapters as well as by the Seate organiza-
tion.  The asociation Is alio respomsible, through
the Tnstitute for Texas Assessors, for the certifica-
tion of asesors who pass an examination and
mect other roguirements, awarding the designation
Certified Texas Assessor ({CTAY.

Rq—g‘l,lla.r COoress m real eskake a.]:Fu-.lj:a.'I Are -
cluded in the curriculum of some educational in-
stitutions in Texas, and Texas A, & M. has besn

B Begpram, Fourth Tnrfifude for Tex Areerrors, Instifute
of Puhblbc Affairs, the University of Texas.
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concerned with methods of using production data
in valuing agricultural lands,

Tar studies. A Texas Tax Study Commission,
reporting in 1958, pointed out not only the im-

rtance of the ety tax in Texas Statedocal

ance but alio its outstanding weaknesses and
emphasized the need for further study of the sub.
ject.  Recognixing this need, the legislature in 1933
provided for a Commission on State and Local Tax
Policy. The new commision was directed to con-
sider warious tax problems, incuding specific as-
pects of the property tax.

The commission secured the services of the Texas
Research Leagus, & nonprofit, essional govern-
ment research agency financed by citizen contribu-
tions, to do the research at no cost to the State.
Emphasiz during the 1960-61 study period was not
on the property tax, but a Flﬂimmﬂ-r:.- report on
this subject was issued early in 19617 and the
study was continued through 1962, Durng 1962
the commission isued a series of “summary reports,”
clear, informative but brief discussions of the main
subjects under consideration. These reports, dis-
gributed widely and used as a basis for heanngs
and discussion, covered such subjects as: the prop-
erty tax for State purposes, intangibles, ad valorem
motor vehicle taxation, need for cladfication of the
property tax law, and provisions for taxpayers'
appeal of property asecssments, A comprehensive
stall analysis of the property tax laws was also
published,

Recommendationg of the Commision on State
and Local Tax Policy were made in theee brefl
“final reports” published in December 19624 In
The State Property Tox the commission recom-
mended that Texas abandon the property tax a5 a
source of State revenue, effective in 1968, The
commission recognized that serious nequity exists
in the impact of the State tax,’ and after consider-

! Property Taxation amd Locel Revemues, Prelimi
Beport of the Texns Commission on State and lﬂ
Tax Mi?, Mastin, 1961

*The Stare Pmpqrp- Taz, I'mprozing the Texas Pra
erty Tax Ln:u.u._:md iral Raporr, :n:ﬁ a rep by |It
TE’:’ Commision on Seate and Local Tax ¥, Moastin,

" The commision said, “Just abour everybody whi has
ewpr ptudied the Texas State property tad agroes Op oo
fart—ihe tax b poardy sdminlsterod apd inequitable in i
application.” “The situstion was dotumented by the Tax
Study Commision in 1958 a0 "With the e tiom of
local assewmors, the comenbsion demonsirs that the
State tax on & §35,000 homes varied froen 10 cens 1o §35,
dppenyiﬁgl the county in which the home was located.”™
The Tax Palicy Cenmumission fomtinued;

“Although Btate property tax inequities for homoownen
are aften cited s o major indictiment of the tax, the face
is that, for the majority of residentiz] property owners,
the imequity is either very small or nonexistent. This is
becamse the countiss amess residential riy at @ very
levwe |;Gh!¢h-u al true value (the average iy about 18 per-
cest} gnal this low ratio together wath the hamsestead
exemption of £3,000 eliminates the State proporty tax on
many homes. . . .

EF0BRE BE——01

ing the alternative of ﬁ:ﬂtﬂr State supervision and
control, recommended that the State withdraw
from the property tax. Related recommendations
wers designed (o make prevision for the functions
presently financed from State property ax revenucs,
but with firal action on replacement revenues left
for lnter dicision,

Under the heading “Improving the Property Tax
Law,” the Commission made 16 recommendations
designed to strengthen and clanfy the law, and
bring law and practice into more realistic relation-
ship. Important recommendations in this group
included ! exemption from property taxation of in-
tangibles, with cerlain exceptions; tucation of leases
hold interests; elear definiton of real and personal
property and of intangible and tangible personal
property; several recommendations as to tax situs
of various kinds of property; exemption of family
housshold and kitchen furniture; etc. A major
proposal in this report was for clear, statutory recop-
nition of a taxpayer’s right to appeal to the courts
in matters of assessments by the establishment of
procedures and regulations,

A final rocommendation was that the legislature
create o permanent Cormrmigsion on State and Local
Tax Policy composed of three senators appointed
by the Lieutenant Governor, three representatives
appointed by the speaker of the house, and thres
lay members appointed by the Governor. The
tommision pointed out a variety of specific tax
problems requiring further study, including those
on the property tax. It also said:

Thizs commisbon believes that the conce
study comenision . . . i3 basically sound and that it can
dn much o lnpeove the tax system of cur Staie and Jocal

vernments by providing a mechanism wherehy tax prob-

e e stisdicd and dmcussed withour the pressures
that exist during a legislative semion.

In a very interesting discussion of the State prop-
erty tax—its history and other factors which affect
prospective changes—Prof. Lynn F, Anderson said
recently: ?

The State ¥ tax has been stidicd cn memmesas
oocasions during its ldetime, but at Bo time in recent years

has it been brought so choss 1o legislative and public atien-

tivn as in the recent report of the Commissicn on Sea
and Local Tax Palicy. "

of & tax

“In actual fact the combination of low agessments and
the homsstend szemptian mesuls in .-Jamfi the Smate
ty tax froan & gemerad tax to o tax a-ﬁ'.ﬂ. almiost
cuchmively on buslanss,  Whes it is applied 0 busines
T es, however, the nequity becomes wery real, far
#uch properiies are [mﬂ:mﬂ'r 50 valaable that, even with
fractional assessmont, Sitate | iy tax bevy cam run
inite la sumd and the differential co simflar properties
located In differest counties can be wery substantial in-
deed.” (The State ijug Tax, op. oit., pp. 8-0.)
* Final Repore, op. EIII‘;,,].PL
TLynn F. Anderon, "The State Property Tax in Texas:
Reguiemn or Rejuvenation P Publie Afairs Comment, In=
stitute of Paobilic ﬂﬂlli.ﬂ_. The Und 4] al T{:\m Janu-
ary 1963, p. 4,
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UTAH

The Utah State government maintaing an active
role in property fax administration, There s a
State property tax for the purpose of balancing a
uniform school fund, and the State hos & major
p.'a.tt in setting assessed valuations, Its concern with

rty tax has been persistent and of long
:u.n 1.11:.1. State imucd its first appraisers” man-
ual 1 mn%ﬁl and—

Urilizing this standard manuwal, and Enﬂumr? standard
pracidiares, Euﬂe egip uﬁ sach and
every pleuclinee i thee Seate, Added oo rural land I-E

praisal program completed a few years before by the o
Etate Board of Equalization and an wrban land pe

making good 58, it represenied an excepiionsl ace
compdishment. tah officials were justly proad of this
siatewide appraisal—it was the Grst of its kind in the
United Stares*

Thq: State has now put its reappraisals on a regular
S-year cycle, and supplements them with sales ratio
studics ri:ugnnd as a major egualiztion tool

.'j'mn assessing.  The gmt: Tax Commission is

nsible for the primary assessment of a substan-
al part of the State’s taxahle valual:mn—u:umng
m]:rrqr, railroads, power companies, and other
utilities, State assessad propertics  aggregated
$486,320,868 in 1961, or 36 percent of the total
taxable valuation (mines 21 percent, raileoads 5
percent, with the remaining 10 percent covering all
other categories ).

State participation in B:ttlngqthc vilues for local-
ly assessed property is myau tantial, as shown in
the following section. The Tax Commission also
determines the State school levy,

The property tax functions are only one of the
responsibilities of the Tax Commission. This four-
member appointve board collects revenue from
sales, gasoline, income, and other major taxes and
fees, and has power to establish accounting systerns
for all taxing units,

State appraisal of locelly acesred properiy. A
constitutional amendment of 1930 established the
State Tax Commission to replace a formner Board
of Equalzation and, with supporting legislation,
gave the commission extensive powers of review
and equalization. In 1931 the Property Tax Di-
vision of the commission undertook an appraisal
of improvements in one of the smaller counties, and
the program was subsequently extended so that by
1939 all bocally assessed real property in the State's
29 counties had been appraised by the State Tax

* John Rackham, “The Theory asd Practice af Equa]l-
zation” in Pn:l#rrf:r Tax Problene fn Lliah, s lj!-h!
q_hp-u: presented at the Fifth Aneiesl School .ﬁmuun,
e Siate Tax Cemsibeion of Diak, Salt Lake Ciry, 1961,
P 43
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Commission. During the war State appraisal ac-
tivities were limited to new buildings and some

“hot spot” appraisals, and this continued during the
carly postwar period.

In 1853 the ltg.lahtuh’.' reinstated the reappraisal
program, roquiring the State Tax Commission to
appraise all & PrOpETtY Om A J=YeaT rotation
basis. “The leﬂ:l-'ilamu neglected, however, to give
an appropriation to the Tax Commission in that
vear.  Consequently, it was not until the year 1935
that the program got underway in carmest.” *— The
first cycle in the program involved a complete re-
ip]'.!rmsai of all bu:ld]ngg in the State and armml all

land, emphasis in the latter being on urhan
ia.nl:ls where the more rapid WEFE QoLUTTIn

A second J-year appraisal eycle was begun July
1, 1561, Adequate appropriations were made to
gn:t the program off to a good start and by mid-
1962 five counties had been completely reappraised,
land appraisals had besn completed in three other
counties, and both building and land appraisals
were well underway in the three larrest counties,

For the current cycle, appraisals are made an the
basis of a new manual, carefully worked out with
use of 1960 costs. The formulas cal] for determi-
nation of value a3 replacement cost less d:p:n:rl.atu:ln,
with I:hlm"l:lugh checks ag to functional or scomomie
obsolescence.  The State appraisals are the basis for
assesacd waluation in the year immediately fiollow-
ing the appraisal, and wsually remain so until the
st re:!_Fpm'uJ-

The Tax Commission appraisals are made with
State staff, su ﬁﬂm:nmd in somse areas by local
persons especially well informed on land values in
thedr sections. r State finances akrmost the entire
cost, paying its staff members’ salaries, supplpm‘r
necessary materials and equipment, and mesting
travel expenses other than meals and lodging. In
the first reappraisal some of t]-:e outlying
counties contnbuted subsistence

The reappraisal program has placed its emphasis
on real estate, but the Commission staff has been
conducting extensive studies in personal property.
As & result of this study it was planned that in
1963 commision appraisers would start a check on
merchandise fixtures, agricultural, industrial and
commercial machimery, and other forms of personal
property.  Household furnishings, it may be noted,
hawve bﬂ:n -ﬂ:ﬂn‘pt from taxation si.nl:.l: 1550 wﬁ::‘l
the legislature implemented authorieation of such
exemption by & 1933 constitutional amendment.

150k Bienmisl Report of the ('igh State Tax Com-
relsien, 1060, p. TH.
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Other State gidr and services.  In addition to its
major contribution in reappraisal, Utah provides
subarantial aids to local assessing.  Manuals, sched-
uleg of value for motor vehicles, machinery and
other equipment, forms, bulleting on laws and on
gpecial types of property, and advice on legal and
other problems are all supplied.

In Decernber 1951, the Commission initiated Tax
Tepics, a publication issued from time to time o
provide interesting and timely ||.'|Inm:|it|-:|n on e
cial programs and events, summaries of reports,
commissien |:a.'r|:'|..aJ:||:|. a.-:wltm:, ele.

An ;mmnn school i beld annwally in accord-
ance with a directive in legislation enacted in 1937,
The sixth such school, conducted by the commis-
gon, was held in 1962, Recent schoals have had a
2-day program with speakers and panel workshop
discussions covering a wide range of material, in-
cluding new legislation, the reduction in assesment
ratio, appraisal practice, ohsalescence and deprecia-
tiom, equaluﬂtln:rn pcmna.l Ity ASSCESIMCn, use
of new manwals, ete. of the papers are pub-
lizhed and dimihutc-:l lﬂ- .usu:-asn:lu The law re-
guires that the county assessors attend unless ex-
cused.,  The countics pay the assessors’ expenses

Staff. The property tax work of the Tax Com-
mission B carfed on by 35 persons [in mid-1963),
While there is some overlapping of duties, the siafl
frihy I:eﬂquped ad follows: 18 zngaged in reap-
praisal of improvements on real property; € in ap-
praisal of land: 5 in mines, public 1.|I:|||1.I= and
carmmon r.:rnl:r:' 1in PEI:I:[I.TL] property BT,
Four are eng‘-lgh:l in supervisory and clerical work,
and three constitute the permanent mesearch sianff,
For about 2 months of the year, during the sales
survey period, some of the appraiscrs rescarch
on Property Teco ::a.u.dm uct personal inter-
views for the survey.

Level of asressment. Under 1961 legislation it
was provided that taxable tangible p should
be assessed at 30 percent of its reasonable fair cash
value. Prior to 1961, a 40 percent ratio had been
prescribed by law.

The 30 percent ratio was decided on largely to
hnuEEhu legal ratio nearer to the actual p

30 percent is still well above the commonly
used ratios in the Stae. In general, 30 percent
is regarded as a maximum ratio, with 20 percent
typically wsed.

Saler ratio study. A sles ratio study was started

the Tax Comrmission in July 1960, and its first
l;L-v: completed in Awgust 1961, showed the aver-

amemed value for the State furz;gl-:tul by
3?'!““] to be 1638 pereent of market vaP;?:P;
Assesament levels for the 29 counties ranged from
1545 to 29.16. The m report ® chowed the
data grouped by areas in county, such arcas,

* Fariamee of Impromed Property Apwiememd Lepgls
Witkin gnd Brimasn the Il".:fuu; Ewnhﬂ of Liah, The
Btate Tax Commissian of Thah, 196

“characterized by (1) contiguity and (2] aTI];'lgh
degree of homogeneity of building types™ BT
was a total nl'::gwt 250 such areas, the number
nn.g'.ing from 1 in 1 county up to 48 for Sah Lake
County. The arex ratios showed variations from
12,66 in what is known as Roll Mo, 7, an older
residential area in Salt Lake City, to 32.80 in the
Scipio area of Millard County, The 1962 study
showed a potably narrower range, The lowess of
the districts had a ratio of 13.98 percent; the high-
eat, 28.96 percent. The State ratio, at 16.34 per-
cent, was almost identical with that of 1961,

The ratio study generally followed the dures
prescribed in the NATA Guide for .E:Mmdnl-
Sales Ratfo Studies, Almost 20,000 sales were
studied, and after detailed checking, verification,
wie., over 10,000 were used as a basis for the come-
putations. The sampls developed represented ale
most 5 percent of the total properties of the clas
and was “stratified by age of improvemnents and

ulation distribution within areas and weighted
wtm: to the comparable stratification the
properties comprising the universe.” *

The potential significance of the sales ratio work
was indicated clearly in the definition of its pur-
poscs. The study was designed to:® (1) Check
the degree of accuracy and uniformity in the build-
ing and land reappraisal; (2] determine the effect
af 1.-:.'|u=|:||:||1. fm:lﬂ-n nod mh:l.‘Eht rn IJ'lI: Fnt!
by rnr.:u:unng |.1'|l'[1.r|-:r.|r=: af market demand on 'Eh:
Eupl:rtlm ge type, and area; (3)

ndations f-:-r equating the standards wed for
setting values on the several classes of property;
(4} measure variance of assessment levels within
and between the classes of property to aid in
equalization.

e of the special a.:eecl; of the study was noted
in the report as follows;

Although the
Mlyl:y'pg and :Jq::le:upﬂi; ?ﬁ%ﬁiﬁﬂu\f&ﬂed
sales pepresent improved properties of lem than 3 acres,
Emphasis on this class is by design,  Real property parccls
in Ueah have for many ':|IHI.I'I= past been appraised for ss-
sessmeen |:| 5 oT basis of market established prices

El:dpmpl:rllrl. Accumulation of & vast noms

unimproved properties equalization

purposes would, therefore, be redundant. In the come

parnsen of wnit uﬁf‘:utﬂ amessed valantion bused upon

surmation appeaisal, the wvalue of land iz caseled s @
oo Lant.

3 'r_!l‘he ratio study was Eléndcrtalcrn under a IPH:IIII
ehcit a aton sufhcient mtl:umu't

et Ppr;gnhsulntum !'.||.'|'|I.IJEl.II=|'r fmr?j.;
o put the program on 4 contineing i 'I'.I'lr.- Tiw
m:an:h ::aﬁ has been working on various supple-
mentary stwdics to make full wse of the data
available, The ratio study material has already
had signifcant results in the equalization process,

& Fhid., pp. 1=
*hid., p. 1.
"Fkid, p, 5



THE ROLE OF THE STATES IN STRENGTHENING THE PROPERTYT TAX

Equalization. The Tax Commission has broad
powers of nqm]:ml;mn and its programs have been
developed to improve uniformity and equity. While
the work of the 1930's went far this
the “fair and equitable” base then achieved be-
came increasingly inequitable with the rising costs
and sharp shifis in ulation of the 1940%, About
1947 alﬁnd reapprasal was initiated, but major
remedial action wis provided in 1953 with the pro-
gram of complete revaluation put on a regular 5.
j-"f.'a.l' cycle, Toward the close of the first cycle, the

additional data as a basis for equalization

was rmugnl':md. and the Tax Commission began the

gales ratio study to supplement the reappraisal
1 {8

As o result of the ratio study, the Tax Commis-
sion in 1961 igued a series of equalization factors
t-l:l local umtl. to be apphed to the asesed valua-
tions of Jmpmwmmts on real [:m'I:llJ:l'Bl‘l‘{5 For the
22 areas which d assessment below 15
F-Eh:ent such factors provided for increasing values

rom 1 to 17 percent to bring the valuations u

to 13 percent. For five arcas with ratios over ﬁ
pereent, factors were isewed to reduce the assess-
ment level to the mean for their counties. In one
community a thorough physical reappraisal was
tade befose the ratio was recomputed and an
equalization factor issued, In two others with high
ratios, action had already been taken, in 1960, to
reduce atios to a 20 percent level,
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While the recent emphasis has been on equaliza-

tion of real pro » the commisgion has been con-
cerned also with equalization between classes.  Mr.
Jehn Rackham, director of the Valuation Division
of the State Tax Commision, under whose direc-
tion the ratio studics are carried out, king at
the 1961 assessors’ school, pointed out t?ﬂ?thﬂ re-
placement cost approach to valuation of property
improvements s related to a fisxed base, ted o his-
torical values, while other classes of property, such
as merchandigs inventories, motor vehicles, and
real property, can be valued only within a cone
temporary context, and said, “In Ulah, and else-
where, the method utilized to offset the disparities
arising within the mixed system consisted of reduc-
ing, for asscssment purposcs, the percentage of full
value of those classes computed on & current basis
This is an equalization of sorts, . . 7 After dis
cussing the ratio study analyses, he concluded his
paper as follows: *

In the nexe few yenr, substantial squalisstion can be
effected in the Utah properly tax picture.  We fecd uni-
formity can be attained both within and between properiy
classes throwghost the state—and the commision will
didigenily pursue the course that leads fo this sdeal.

But there is more, we want to identify the infuences
that brought on the state of valuation imbalance. Amd

then we want to start correcting by addicg or removing
wniil we get eguiltheium,

T John Rackham, op. cif.; pp. 45-4b.
" Ibed., p. 49,



VERMONT

Since 1910 the State commissioner of taxes has
had statutory powers and duties concerning local
taxes. They include conferring with and advising
listers [assessors) on their duties, furnishing instruc-
tions, etc. He i3 abo empowered to collect infor-
mation, prescribe forms, summon Listers oo schools,
receive appeals, ete.  In Auguse 1956, there was
created the position of director of local pro
taxes and a staff member who had had sweh ex-
perience on town tax matters was appointed to the
post—ihe title of which was later changed, under
a greferal m:rg:.nimtim, oy municipal tax congols
tant, In 1936 it was reported that after the creation
of this position, “steady was made . . . in
increasing the armount and quality of the asskstance
rendered by the Tax Department to towns and
cities in the asesment and collection of property
and poll taxes."”

Starting in 1956, the departrent has @sued a
series of published matertals,. In October of that
year it started " Tax Aids,"” a monthly mimeographed
bulletin covering ch in l:.u; laws, comment on
]ilﬁali.:‘.‘a': rerninclers cdates in the tax :.a]l:nl:]ar,
announcements of mestings, and other inent
material— The department also distributed o 1958
2 Handbook for Wermont Listers, and in IEEEI a
Tmmberland Appraisal Guide. The handbook is

ihed in its foreword as “the first effort ever
made by the Vermont Tax Department to provide
the listers of the State with a reference book in
which can be found reasonably detailed instrucs
tions concerning the methods which should be fol-
lowed to provide equitable lsting.™

An annual listers school & held.  This 3-day ses-
gion is sponsored by the State artrment of Taxes,
the University of Vermont, the Vermont As-
gociation of Listers & Assessors.  The school had
been held reg;ular]].- at the unil.n:ni.l::,'_l bt hl:ginni_ng
im 1960, two separate schools have been held, one
at the university in Burlington and one in the
southern part of the State at Castleton. At the
tenth annual school in September 1959, the regis-
tration was 170, including 154 listers Irom 111
towns, The registration in 1960, at the 2 schoaolks,
was 250, including 230 listers; in 1962 the combined
registration was 263, with 246 listers and 19 non-
listers, This 1962 istmtinn compares with 72 in
1956, 129 in 1957, 121 in 1958, and 170 in 1950,

The 1957 geuera] assembly made two notable
changes in the laws governing property tax assess-
ments—one on the frequency of appraial and one
on the level of assessment.  Prior to 1957 the law
had provided for quadrennial appraisal of real
properiy the 1957 law pmwdr-_d for an anmmal ap-
praial {assessment) to be effective in all munici-

palities after -I""h-" I, 1961, unlesa adopied sooner
{and most units mmded[ureurhaahﬁtmﬂﬂtnd
annual system). Legislation of 1957 also re

the old provision l.lmallpmpeﬂrbemmﬂm
grand list at its “true value in money” andpm-
vided that listers shall appraise property at its “fair
market valus,” and then list the same without dis-
crimination on “a rtionate bass of such
value™ for the grand hst. In addition, the listers anc
required to file with the town clerk the agreed rato
or percentage at which they will kst real and per-
gonal property. The ratios for real and personal
property were not necessarily the same under the
1957 law, but in 1959 the legislature provided that
real and personal property shall be listed at the
sarne percent of | vahae.

Recopnizmg that the wide and now official varia-
tiom Jnllthclbn:l;: of allgr.mgnn;frﬁulmd in clear-cut
inequuality in the application of a veterans' exem
tmn provision, the 1961 legislature amended tg:

Of concemn h;mt?.u: application -:ridth!
on.  Previou exemption granted to
l.ual.hlm:I ing veterans was $2,000 deducted from the
"‘IJE-t-l:i:I. value.,” For 1962 and later, a property ex-
emption-of -§6000--to-be-deducted-from-the-ap-
praisal or “estimated fair market value™ and the
ratio applied to that figure fo obtain the “lsted
valwe "

The State has done some work on sales ratio
stucies, In 1957 the tonwn clerks were asked to send
to the State, on forms it supplied, data on sclling
price and listed value of all property sold. A num-
ber of the clerks cooperated and in November 1957,
the results of the first 6 months of records were
published in “Tax Aide" While sales in some
towns were too few to be significant, the first study
covered 99 towns,  Bix months later, 67 towns were
covered in A similar survey.  “Tax Aids™ continues
o invite cooperation by the town clerks, pointing
out that the State will reimburse the town clerks
at the rate of 100 cents per transfer reported, and
emphagring the value to local listers of the State
study. For the last half of 1960, however, only
about 35 clerks sent in the data. The tax com-
missioner, in his 1958 report, recomumended that the
legislature require tewn clerks to send in the neces-
sary information and that the Tax Departroent be
given funds to compersate the clerks, ponting out
“Statewide coverage of sales ratio studies would be
of inestimable value to the Bsters . . . in checking
the accuracy of their work, would go far toward
catablishing greater equality in local property assess-
ments, and would assis future legislatures consider-
ing problems of local Ainances ™
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VIRGINIA

The changes in local assessment of real property in
Wirginia since the close of World War 11 have bean
described as a quiet revolution, In 1944 the gen-
eral assernbly, “acutely aware of the d ralle
aseizment conditions existing in the majority of
Ihr counties and in many cities,” directed the Vie-
ginia Advisory Legislative Council to study State
and local taxation.' In accordance with the recoms-
mendations of the council, in 1946 the legislature
provided for mandatory periodic reassessment in
all local units and directed the State Department
of Taxation te aid local units on a voluntary basis,
The “revolution™ has pecwrred as a result of carry-

nut thiz ]egi:l:il!inn,
andetory reascement, General statutes now
require all cities and counties to have periodic re-
assessmments of all locally taxable real estate, but re-
hmmnls differ for different types of local units,
citics reassess quadrennially {in 1963, with the
next cheduled peassessment in [DEE), hut there are
exceptions in favor of annual asesments. Under
eneral Liw city having a population of les

n 30000 [by the last preceding census) may
provide for annual assessment and reassessment,
and among the larger citics several have had
charter changes or special legislation to permit an-
mual assessment,  As of early in 1963, 19 cities have
annual reassessment and 15 reasess quadrennially;
the 19 wse regular assessment staffs; in the 15, the
quadrennial reassessment is done by court-appointed
assecsors,  The counties may peassess in any year,
but must reassess in at least the sixth year after
their last peneral reassessment,  Four counties now
provide for annual assessments, or reassessments,
with OF ha.'l.ring the ]:m'indil: m.andal.n-r:,' refEspg-
meents of real estate. While mandatory reassess-
ment had been in effect for some years prior to
the early 1900, the mandatory requirement for
counties was lpm;:iﬁ-l;n.“].- rz]:n::!-&:[ e} lgﬂﬂ, and when
the new program was initinted in the 1940 some
areas had not been reassessed for over B years,

State aid. The State tax commissioner had long
had the respenubility for providing advisory aid or
assptance, on request, in equalizing assessments,

iF. C. Forberg, "'.:'u:rmnent Recont Deweloprents in
WVirginia,” The LUmiversity of ¥ Irfl':m N I.-ttff,_E:u-
reau of Public Administration, Univerity of Yirginia,
Dec. 15, 1960, Thiz article amd correspondence with
Mr. Forhe d:rﬁ:h:r of the Dhvision of Real BEstate Ap-
'p:r.lu:u] angl 1 Departrment of Taxatlon, have been
wipecially |;||,-.|p ul in the preparation of this "section on
1l":|.|'|:.||:||a-.
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but as a result of the postwar lyws réquiring reas-
sessment there was a substantial increase i the
amount of aid requested.  Requests for aid have
become the rule rather than ¢ reption, and
while such requests have been primarily in connec-
tion with mapping and reasscssment, the State has
been called on for advice on all sorts of assessment
problems.

A special section was established in the Dhivision
of Ressarch o ca out the adviso program, but
in 1950 this gcnu;? Wl e mﬂm A SEparate
Dhvision of Real Estae .A.p raisal and Ma
The division budget has grown from $20,000 to
about F100,000 annually, and carly in 15963 it had
a central staff of 16, This staff included 5 appraisal
supervisory personnel, 10 affiliated with mapping,
and 1 clerical worker—but the staff was not large
enough to keep up with the requests of local units,

A major service of the division i3 its provision of
a ataff for carrying out local peassesements.  In oad-
ditbon to it central personnel, the division main-
tains a corps of trained real estate appraisers, who
gervie the countics and eities in reassessment, ete.
This staff, 20 persons early in 1963, works in teams
and & ¢cam Iﬁtnhl.ed ]'.'I:r’ the In-tn.[ltlm ming lhi:;r
services, wi alaries and reimbursement for necs
& travel within the employing unit.

l&'al:lﬂ‘e primary problem as it appeared in the early
postwar years was the lack of basic tools for assess-
ment and of qualified personnel.  The State insti-
tuted a program to dewelop (1} a uniform ap-
praisal, (Z) real property identification maps, and
(3 real property record cards, It concentrated its
efforis on the original assessrment, or reassesament,
mfx:-g:m ing that “Review and equalization are b
tally uate substitutes for a good original as-
xsat'm:nt l}muat asiessments, poorly made, ine
evitably And their way on to the tax molls irrespec-
tive of the diligence and care exercised by the re-
viewing arency.” * A major problem in reassess-
ment was the development of mapping and meet-
ing the cost.  Experimenting showed that the prep-
aration of adequate maps could be within the reach
of any city or county.  State-local sharing in the
expenss has been a notable factor, with the local
unit meeting the expenss of the real estate appraier
who serves as mapping technician and of all ma-
terials nesded, while the State meets the cost of
drafting, field inspection, integration of the prop-
erty map, preparaton of lstings, ete.

P rbid., p. 14,
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By the close of 1962, 51 counties had up-to-date
real property identification maps. For 49 of these
counties the maps had been prepared by joint State-
local effort, in ene an tieering firm had done
the work, and m the other, local forces had done
it. Of the 3 independent cities, 30 had real progp-
erty maps, including 15 prepared with Seate aid,
and 4 cties atill lacked a.dl:quulz I Almost all
counties amd cities had installed adequate record
card systems ]:|:,r the ¢lose of 1960, While such sys-
tems varied, they were adapted o the needs of
bocal units involved.

In the various aspects of reasessment including
mapping, ctc., the division, at the request of the
local unit, has aided 89 of the countics and 27 of
the cities, leaving only 7 counties and 7 cities (as
comstituted early in 1963) which bave mot availed
themsebves of the State serviees.

In addition to these special services, the State
ﬂl:P.:l.rmtﬂnt of Taxatton prescribes and fornishes
varmous bazie forms for local use, baet Jocal units
may adopt their own if they include certain mini-

mum data.  Ancther significant service of the de-
artment is the lar publication, after each legis
tive session, of the Tax Code, including any new
lepislation.

Training. In developing its own staff, the State
has had a notable impact on the training of local
assesaing officials, In 1960 it was reported that
more than 30 appraisal and mapping technicians
whe had formerdy worked under the auspices of the
State Division of Feal Estate Appraizal and Map-
ping were then employed by local units,

In 1956 the first Annoal Assessors’ Tnatitute was
keld at the University of Virginia, This institute,
Fpnnmn:d |:|:|r I:l'u: Hurﬁ.‘n: uf Public Administeation
of the University of Virginia and the Virginia As-
sociation of Assesing Officers, receives active sup-
port from the State in its planning and m,
The imstituic program has now been developed
under & consistent S-vear plan, and starting with
1961 the curriculum was divided into three sec-
tioms to dde for the varving experience and
qualifications of those attending. Subjects dis-
cussed in 1961 inchaded the legal basgis for assessing ;
the several approaches o value, maps, adminds-
tration, etc.; and there were demonstragion ap-
'pq'ai.'liu,l_a and |:|1,'|q.1:r.i|:rn. Periﬂd!.. Paﬂiﬁp:a.nts. if=
cluded principally experienced local assessors and
university and Department of Taxation staff, Pro-
ceedings are published and provide an interesting
and 1efu] texthbook on the material coverad.

A sipnificant factor in the improvement of as-
sessing in the State is the Vieginia Asscciation of
Assessing Cficers, otganized in 1949, The group
WS :}rg'.m:imd with the rmpe:-arjnu of the E‘ta‘tt,
and State staff members have been active in its
leadership.  The amociation is responatble for pub-
leation, in 1960, of an Asscssors’ Manual,

Tax base and level of asresrment, Under a con-
stitutional amendment of 1928 the property tax
base is scgregated for State and local purposes,
Local units are permitted to tax tangible property,
real and personal, while the State taxes intangible
property. The local tax base includes property of

ublic servics tiong, bul such pro is
]:.w.-.md by the Wﬁmm ﬂnmm&dﬁﬂﬁh
wsmnents of these mrpnmth;m.l are d at 40
percent of the value established by the commis
sien, The assesment ratio for locally asesed prop-
erty, on the other hand, varies widely as noted
below,

The constitution “provides that real property
ghall be amessed at its fair market value and . . .
that all taxes shall be uniformn u Lhye sarive ¢lass of
property within the territorial limits of the authority
levying the tax. ., . There is no constitutional
justification for the practice in Virginia of assessors
establishing ratios -:IF pasessed values to truc vahes,
but the courts have approved this system, i und-
form. This affords tax advantages when applied
to hizher asscssment ratin made by the State
Corporation Commission on public service .
tions. It is the tax assessors haven, sinee it ob-
seures necpuities

The wide range in assessment ratios used by the
local units in Virginia is shown by the real cstare
pescssment Tatio studics made for 1956 and 1962
Eg the Department of Taxation through its Divisions

Research amd Renl Estate Appraisal and
Mapping. For 1962 the ratios in the counties
ranged from 6.2 percent to 36.7 percent, and in
the cities, from 11.6 40 B4.7 percent,  The weighted-
average rafin for the State ag g whole wag 32010 per-
cent.  As compared with 1956 the ratios were higher
in 70 units, kower in 38 units, and wnchanged in 1,
and there were 3 new citics in 1962 for which no
comparison could be made,  For the study the ssll-
ing price of each usable and identifiable 1967 trans-
fer was compared with the 1952 assessed valuation,
except that in cities and counties with more than
1,000 usable items, & representative sample of ap-
proximately 1,000 was used, The published re-
sults are brief, giving, for 1956 and 1962, for each
of the counties and cities, the asesrment ratio, aver-
age nominal tax rate, and “average cffective true
tax rate." The primary use of the State ratio
study is to determine true values in order for the
State to ascertain the eligibility of local wnits to
ghare in certain educational grants-in-aid,

The State ratin study as published doss not in-
clude data on intra-area uniformity, and it is there-

"Ernest F. Gates, "Virginia Code Provisians Relatlng
to Beal Estate Assnsamenis,” Proceedingi of the Siztk An-
masl I"':'rfq'r:h: Aijgtinrs ltillﬂ:lrl, Busean of Pablle Ad-
minisrstion, Unlversity of Virginin, Chardottesville, 1962,
pi. G4-63,
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fore pertinent to point -:rut that some Virginia units
ha\reau:m-:tufﬁm igh-quality assessing, as shown in
the assessment-sales ratio data collected and pub-
lished by the Census Bureau as part of its 1957
Census of Governments.  The Burcau, reporting
on single-family nonfarm howses, gave coefficients

of dispersion for 395 assessing areas of over 50,000
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population. Of this grou percent had co-
cfficients of 20 or better, %:mn: were 11 Virginda
units reported in the todal and of them, 7, or 64
percent, had coefficients of 20 or better, Of a total
of 27 units reported having coefficients of 16 or
lower, 5 were in Virginia, a larger number than
for any other State in this sedect group.



WASHINGTON

Orwer the past decads Washingion has made spe-

cial efferts to improve the administration of the
riy tax and has made comsiderable

m this direction, but recognizes that it still has
much to secomplish. The State’s own use of the
property tax is hmited, with approximately 5 per-
cent of the total State-local property tax revenue
designated for State purposes,

Organization For Assessment Administration

Agsezsment  administration n Washington B
larpely the respomsthility of the electrve county
assessors in the State’s 39 counties, bat the State’s
participation is of importance, The State’s share
of the work i handled by the State Tax Comoniz-
sion, which, through its Property Tax Diwvision,
assesees major public utilities and makes certain
serviced and technical aid available to local asses
sors, The Commision's regulatory powers over
local assesing are Llmited, but it docs serve as a
board of cqualization.

State Taxr Commission, The State Tax Come-
muission 15 a board of three members :ng.aim.ed by
the Governor.  The chairman serves at the pleasure
of the Governor; the other two members are ap-
pointed for B-year overlapping terms. The com-
mission’s responsibilities include administration of
such major taxes as sales, business and occupation,
cigarctte, cte., a5 well as various property tax fune.
tiona. Commission members have specific arcas
of responsibility, with one assigned the Property
Tax Division. The State Tax Commission B also
the State Board of Equalization and in the latter
capacity equalizes property values as a base for de-
termining the amount of State property taxes to be
collected in each county,

The commission's Property Tax Division has two
major sections, the Valoation Section and the As-
semsment Standands Section.  The former fixes the
values of private car companics and the operating
properties of interstate and interconnty public utili-
tics—properties which represent abowt 10 percent
of the assessed value of all taxable property in the
State.  The Assesrment Standards Section = con-
cemed with the functions invelving locally assessed
property and the work of the 39 county assessors.

In valuing wtilities the procedure invelves de-
termination of the total worth of cach company,
allocation of a systems value to the State, apportion-
ment of this value to counties and taxing districts,
and “eualization of full value so as to produce an
asseased value to which tax levies can be applicd.”

This last step i the work of the Board of Equaliza-
tgon.  Since 1951, when studies showed that the
ratios used in setting values for State asueised prop-
erty were much higher than the levels for locally
assessed real estate, in order “to achicve uniformity
betwesen State assessed and locally-assessed prop-
erty and at the same time not have an adverss effect
on the tax base of the local taxing districts, a pro-
of gradual ratio reduetion was initinted.
ince that tirse the *Axed ratios’ have been lowered
epch year," *

In addition to its work on utilities, the Valuation
Section docs advisory valuations of indwstrial plants
for the counties which ask for this service. The
plan was initiated in 1936 for pulp and paper plants,
but through 1955 seldom more than 3%'aplant5 had
been valued by the State in any year. The numbser
has incresssd cinee then and the Tax Commission
report shows 83 plants valued in 1962 (28 pulp
111:] LT, 42 :awmiﬂs and phuwd |2|1:.|'||'I'.|=| a.l'l.d.
13 others) with a combined “advisory value™ in ex-
cess of §700 million, Under the program the Vala-
ation ion “secures & report from the company
and proceeds to use trended cost figures, Inventory
and physical appraisals, carnings, stock and debt
and/or other data available to areive at a 100
percent value of the property. This result is oerti-
fieed to the assessor, who then applies his asegsed
value percentage level o the full value as deter-
mined by the Valuation Section to obtain his as-
segee] value ™ ®

The Assessmeent Standards Section operates “to-
ward eliminating imegquality and nonuniformity in
valuation of all classes of locally assessed property
for tax purposes . . . and to generally supervise
revaluation statewide.” *  To this end it provides a
variety of aids and technical services,

Genidral dide o couny arresnorTs., The Azzeiz-
ment Standards Section provedes forms for use by
lecal assessord and has issued a series of manuvals
and price schedules, The manual for residential,
eommercial, and industrial buildings was revised
by a private appraisal firm in 1959 and further up-

L 1otk Biennial Repord, Sfatr of Warhingtom Tar Cem-
miron, Olympia, 15862, pp. 19-21.

"G, Merton D¥ck, “Assessment Procedures of -
labed Utilities as Compared to Locally Amemoed Indwstrisl
Ft'ﬁ;l:rl:t;," address at the WSATA Convention, Sepa
12, 1662, p, A

*Chaa, W, Hodede, “Technical Anistance Programs To
Help Local Assessors" Ressmpe Admdminraiion, [O53,
Mottonal Association of Tax Administrators, Chicago,
1263, p. 54.
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dating is planned. A personal property manual
was msued in 1961 and a timber manual issued
several vears ago s under further study., A new
land manual 3s to be published in 1965,

Training schools, sponsored by the Tax Commis-
sion and the Washi State Assessors’ Associa-
tion, have been held regularly simee 1958, Classes
are held for 4 dayvs, with examinations on the fifth
day. The schools, approved as to material pre-
sented and instructors by the International Asso-
clation of Assessing Officers, have been held for
real property {with three separate courses) and for
personal property. A special school on land ap-
praisal is planned wihen the new manual is isaed.
“Active wholelearted participation in the scheols
by the 39 counties Jed to greater uqu'i and =f-

ciency in property appraisal of all types both with-
in the counties and statewide,” according to the
mission,*

The section gives direct technical aid o the as-
sess07s, On request, in appraizals and in auditing for
personal property work,  Where limited work i3
done, the service is free, but for extensive work a
contract is uswally megotiated. The State staff in-
cludes personnel trained in appraizal of land, build-
ings, tmnber, and other classes of taxable perty.
Oher special service includes study of ¢ pro-
cedures and manapement, aration of budgets,
and other administrative aicE.

When the Tax ission receives appeals
from decisions of the county boards of equaliza-
tion, preliminary work is done by the Assessment
Standards Section. F:l&qu&nﬂ}' a staff member
makes a Aeld I.r]p- o secure materizl for the com-
mission's consideration of appeals,

A public relations program is & significant part
of the work of the Assmment Standapds Section
In addition to keeping assessing officials informed
on developments through a Newdetter, schools,
and personal conferences, the section aims o
broaden the interest and knowledge of the public.
Besides distnbution of news meleases and p-n_]'.!u]nr
and technical material on revaluation, participa-
tion in mestings, ete, the commision has prepaned
several films on the property tax for use at meetings
and for by television stations,

A major phese of the section's activity is the gen-
eral superasion of, and aid in, the revaluation pro-
gram, discussed bolow,

Use of Stody Committess

Arsersmeent siu -alf Ja53-54, In 1953 the State
Legislative Council, through s Subeommittes on
Revenue and Taxation, [ni:[atn:d a study of ?1
property amsesments in Washington, WVarious other
groups also sponsored the woerk and a Property Tax

* 196 Progreir anpdri te the Legislature on P‘l:'-nﬂﬂj'
Bervplustion, Tax Comebmion, State of Washmglan,
Dlympia, 1962, @ 7.

166

Advicory Commitiee was formed. The result was
a comprehensive assessment sales ratio study, with
the published report giving extensive details by
classes of property and by counties. The report,
in its introduction,® deseribes its purpose and notes
also existing provisions of law on assessment levels,

While the determination of the relative level of asess-
ment im each of Washington's 39 counties is one of the
primary ohjectives of this stady, the most impertant cone
cern of this analysis is the degree of assessment wmiformd
which prevails within eounty. The Fnurlung
Amendment w the Waildagion Srafe Comibilariss ales
that “all taxes shall he anifosm upon the aame clas of
1r|ra|rrur v oo aedl fall real esiste shall consttule ane
elaa” .

All property shall be assessed at 50 percent of its true
and fair value in money. In determining the true and
fair value of property, the assessor shall not adopt o lower
or different standard of walee becnase it s f0 serve B A
bosis of tazation . . .

A materizl aid in the work was the availabili
of actual sales prices. A law of 19531 had authon
counties to impose an exciss tax on real estate trans-
actions with the filing of affidavits of =ale. All
counties had sech excise taxes in effect when the
study was made.

The study used 41,713 sales of 1953 —represnt.
ing all usable sales i st counties and a sciene
tifically selected sample in the large countizs Tt
showed a State averags asesment ratio of 196
percent, but with ratios for 10 different tvpes of
property © ranging from 1BS9 for single-family
dwellings and 1.1 for motels to 326 for industrial
improverments and 37.7 for warchowses,  Average
pemessment mtos for the 39 couanties :r:mEEﬂ from
159 to 385 porcent, Coefficients of dizpersion in
the counties ranged from 354 to 79,8, with only 2
counties having such coefficients of 40 or better and
with 10 counties having coefficients of 60 or higher.

In discussing the ratio study, Prof, James K., Hall,
speaking at the National Tax Association mesting
in 1956, said; *

Alekoiaph therm was & el reslizaton by propert
DWEETS a:d pubhic and pﬁvﬂnlt graups in the llIE!IIJJIIEF‘:'IEIJ,II
substantial discriminations in real PRODErTy  AREEEEMENDE
existed, nevertheless ot was with ne small sense of “shock”
that the guantitative record al asscament maladminkiras
tion was received.

Revaluation. Following publication of the as
seesmment Ell.l-dj' in December |954, thie ]eg]glal.urc
in 1955 enacted the revaluation of property bw
which directed that all real property in the State

¥ 4 Srudy of Rral Properly Asserrmants in the .S'lurr:&
Washingeon, Report of the Subcommittee on Brvenue &
Taxation of the Washington State Legislative Couneil,
1953-55% RBeennbom, Olympia, 1954, p. 1. .

! Bingle-family dwellings, vacant land, misc il lareais b=
provements, rural property, rotail sores, duplex dwellings,
mvaltiple family dwellings, motcls, induzizial improvemsents,
and warehouses.

? James K. Hall, "Equalization of Property Assessments
in Washington,"” Natienal Tas Asreclation, Proceedings
of tha 459¢th Annsal Confrrenes, 1956, p. 211,
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be revalued by June 1, 1958, with a continuing
program thereafter to provide a complele inspec-
tion of every parcel of at least once every
4 years. By the close of 1962 only 2 of the 39 coun-
ties had actually completed the revaluation of all
property, but many counties had com d rewalua-
tion of some classes of property and were working
on the second round in those classes.

The 1955 law provided not only for supervision
by the State but also for State participation in re-
valuation when so requested by the counties, with
auch icipation to be both operational and
financial. The Assessment Standards Section,
which was created early in the revaluation E_rlq]}-
gram, works in cooperation with the counties, e
State and countles may enter into nts for
appraisals under contract, with the State reimbured
in full ar in for the services rendered. For
lezs extensive work, when State staff 15 available,
difect assistance giln:n without 1:|'.||:: l'n:lu'malit:,r uf
a contract and without reimbursement, The a
praisal assistance contracts have been effective 1n
accelerating revaluation in counties needing special-
ized appraisal or financial aid.

It is significant, however, that the work of the
Assessment Standards Section "is largely persuasion,
advice, and cooperation, sinoe statutes {amd several
court decisions} place major responsibility for ads
ministering local assesspeent lawa on elected local
officiabb.” ¥ In this connection it is pertinent that
in two counties where substantial work was done
by the State at the request of the counties, anly lom.
ited wse was made of the State valuations. While
the State prograrm had been set up carefully with
the aid and apprm-al af local o r:i:lh And M=
munity committees and with educational publicity,
ene county curtailed the equalization by reducing
values Gn tm-r.:'.l.in c|zm pmpcrty and amﬂju
county ignored the State establiched valiations,

The law requires the Tax Commission to report
to each biennial legisdature the progress of the re-
valuation, The latest report, an interesting and in-
Tormative document, summarizes background and
gives for each county a two-page description with
details as to the valuations by clases, the number
of propertics in cach class, the percentage revalued,
the budget and staff, and also a short deseription
of records and toals such as maps, form of molls,
equipment, eto,, and recommendaticns.  The e
port points out in its summary that “This reval-
ation program has now been in effect for 7 vears
and revaluation and equalization of all p  has
not been achioved,” and etates that the job cannot
be done without adequately trained staffs, adequate
budgets, and “a clearly defined judicial determina-
tiom of the duties and authosity of the county as-

_ "Fred Wilson, *The State of Aid in the Stase of Wash-
ington," in Assecomend Admaminretion: F960, Interma-
tivnal Association of Assessing CMBcers, Chicago, 1961,
[l

w=inr and the State Tax Commisston.”  The com-
mission believes equalization between counties vir-
tually impossible as Jong as each county sets s
DWW me asscssment, and says, “To achiewve
Eu:' in the taxation of all local property and the

tribastion of Stmte funds used for local purposes
it may be desirable to require & common level of
asgessment ratio for all classes of property to be
uniformly used by all counties."

One line of pessthle action to be taken in the
event of the failure of the 1955 revaluation pro-
gram was suggested by Professor Hall eady in that

program. He proposed westing the original assess-
ment of property in the State Tax Commission,
with thizs agency o be removed from it a5 far
as posiible by the :Ellll.l.in:m.cn't of high professional

standards for appomntment, long-term appoint-
ments, and responsibility of reporting to the legis-
lature as well as the Governor,  The plan involved
a technically qualified State staff responsible for
ariginal assessments under standardized procedures,
with such stalf under civil scrvice and with salaries
reasonably competitive with equivalent pesitions in
private employment,*

Tax Advirery Conuneil. A Tax Advisory Council
of representative citizens was established n 1947
to survey the State’s tax statutes and their admings-
tration. The council, under the chairmanship of
Mr. Harold 5. Shefelman, reporting in 1958 made
notahle recommendations on the property tax,
saying: ¥

A wvigerogs cffart muost be made to rehabilitare the
Property tax, ta make it more equitable o ansong property
cwners, and at the same time make it more pesponsive
ta the revenue necds of the various uait of lecal povern-
memks. - . .

The council pointed out that “the main prob-
lem 32 the all-too=prevalent lack of uniformuty in
assesments”’ with ¢];|: lack of uniformity within the
county more pressing than intercounty uniformity.
Recommendations included: continuation of the
svstern of elected county assessors, but with provision
that the deputies “who do the actual job of ap-
praising” be required to meet standards of com-
petence st by a State board within a reasonable
tirne after their appolstment and that tenure and
adequate salaries be provided; that assessors be
given the right of access to personal property ree-
ords of anv taxpayer for inspection by emplovecs
whiose qualifications are certified by the State Tax
Commission; that the Tax Commisdon be given
funds to audit annually, without county request, a
a- or 1D-percent sample of persenal property tax re-
tirns in each coonty; that improvements be made
in procedures for appeal.

* 1957 Propram Report om Revalustion, op, 20, p. 11.

= }qm:: E. Hall, ap. il pp. 213=214.

" Fimameing Seate and Local Goverament fn Waiking-
tom, & Propram for Action, Report of the Tax .‘u:[l.llm?r
Coumedl of the Sease of Washington, Olympia, 1958, p. 11.
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The council said that “the rabe of the State Tax
Commission in the pro tiax must be stren
ened” and advocated contrnuation of its activities
under the revaluation law. It also proposed that
the commisdon equalize utility amesments to the
levels of local asseszments found in its ratio studies,

Te make the property tax more responsive to
local needs, the council program was summarized
as follows: 12

First, the oounty amessor should no longer hawe the
responsihility for detcrmining the assesmed valuation of
property, but rather should be sibile omly far the
determination of the full, troe and fair value. This value
would be the ncowal wju.t af the rey a8 estimated
by the pssessor in accordancs with Eﬂpt walantion mamialy
ru..:p]htd by the Tax Cammission. .Eenﬂuj the Tax Com-
maission should dnrmuim the sverage relsticnship
the value found by the county assessor and the actual
vahie al the property n the county by analysis of =ales,
test appraisals and other appropriate factors.  The valu-
ation ralls of each coanty should then be adjusted to a
trae 100 pereent value on the basis of the fincings of the
commdssion.  Third, a newly created board of assesment,
consizting of the thres county commisicners, cne rep.n:u
sentative of |h¢ incorporated cities (o the county
by the governing boards of the vasious cities, amd one
ripresentative af the sehool distrcts in the county sehected
by the directors of the various school districts, shoald mect
annually 1o et the level of asseesment for taxation pur-
pasee for the ensuing year, It is anticipated by the coun-
cil that the level asses=ment would be set sufficiently
high to provide an adeguate tax bese for the various
units of government. Any exces of tax base which mdight
be provided by the asessment beard could be compens-
sated for by the individeal districes throwgh a reduction in
their millage rates. There is no need esoever for chis
plan to result in a wastelul dscrense o property taxes,

While something of the same result might be
achicved by elimination of the #0-mill constitutional
tax limxitation, the council believed “that the millage
limitation may even serve a useful purpose by pro-
viding an incentive for vigorous action in the im-
provement of asessroents."”

Oine recammendation of the council, which had
a.]s-:l- bl:rn ad\r{:r.a.bud |:|:|.' th: Tnm; {}'m'lm'nsinn, LR
adopted in 1961 when the legislature enacted a law
permitting assessors and their deputies to examine
books -;I]E records of personalty of taxpayers to as-
certain values.  These powers were limited to pers
sons qualified for such work, By the l:]l:lil: of 1962
some 20 or 25 local staff members, mosd dcp;lh'{?r
MESESE0TS, were regarded as qualified thro &0
and imservice training, and about 7 of them were
doing audit work,

* Tax Advissry Coundsl, ap, ¢k, pp 31-32.
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Parsonal property program.  The commission has
l'&n'ntl{;lnaugumttd AN £XtENSIVE to deter-
ming Il: actual n“l::i ng“mn?md t;;‘l'ullfﬂlu: f:ll‘
personal property atiom of person
ko other types of property,  Prior to I;Ec enactment
of the 1961 law which gave county assessors the
right to examine the books and records of tax-
payers, the assessors had to rely on the taxpaver's
estimate of the walue of his personal property.
There developed a general practice of assessing
poersonalty at a higher ratio than other property.

The current study invelves an audie by the Seate

of the personal property of tax selected by a
nndnmp sampling metlit-u::r:ud le::m?t:r property E]EI

ingu. in each county ans b'!.' asgessed value
(as F0-3009, %1 1]:54 yet ], The number of

audits necesary for each mﬂl‘y having been de-
termimed, the listings to be audited are selected from
the valstion In some counties all list-
in.g; owver £50,000 wall be audited,

Bince personal property represents about 22 per-
cent of all locally assessed property, the program
for improving asscsment of personalty is of major
significanee,

Proposed vabie ifudy. There has been no lange-
scale, comprehensive asesomeent ratio study since
that of 1953-54. The Tax Commition has made
limited studics anmuaally, primarily for its use in the
equalization of county valuations o determine the
base for the State property tax, and also to equalize
the values of the State asmesed utility propertics,
The comrmission, however, has been seeking appro-
priations to make a more complete study, It put
the case strongly in its latest biennial report, indi-
cating that the 1955 revaloation progeam has fallen
shost of its goal and that wide variation in the level
of assessmyent continwes. Tt says: 1

While the Asscssment Standards Section has done as
much as posdble to correct these disparities through com-
sultation with arpd assistance to the assessors, the fact
remains that significant gains can be achieved only through

a -n:u'npnhzn.nn study of ratios i.'IE ampezzment to full value
far all major classes of riv in each of the 39 counties.

While such a study would rely to sach an extent as pos-
sible am actual appraisal of certain types of iy
for which eq daia are limited or mod av wald

be required. In terms of present budget limitations, how-
ever, 1his tvpe of stady s not possible. The conmemiision
,I‘.g.n!_r gt bk |¢|ru: from ruck a stedy world far oulawedgh
the eonts. The tmporfance of & comprrheniive fatio rur=
ey camnal b oreremphasized.  The ondy way in which
cguily can & achiered v $hrouwph ruch o program.

2 Jorh Bizmndal Report, op. i, p. 22.
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In 1958 West Virginia initiated a statewide re-
valuation program, with appraisal of all nonutility
property to be made by the State tax commissioner.
After some sethacks in the early stages, the program
15 mow progressng well and it & estimated that all
55 counties will be completed in 19635 or 1966. The
revaluation is financed 90 pereent by the State and
10 percent by the counties.

Froperty tax bare, Consideration of the pu'ulm
crty tax in ¥¥est Virginia requires reference to
constitutional amendment of 1932 which classtfied
g?;perqr and set a tax rate limit for esch class.

re are four classes of p y which, wery
bricfly described, are: I. Ta:;t:l:l rsonal prop-
erty emploved exclusively in agricoliure; produects
of agriculture (ncluding livestock) while owned
by T.EI; producer; all notes, bonds, bills and ac-
counts receivable, stocks and other intangible per-
sonal property; 11, Property owned, used, and oc-
::upic::rh}' the owner exclusively for residential pur-
poses; farms, including land wed for hosticulture
and grazing, cocupied and cultivated by owners ar
bona fide tenanta; ITT. All real and pEOR-
erty outdide of muhlt[p&]ili!s pxclsmive of clagwes T
an:i IT; IV, All real and personal property situated
inside municipalitics, exchusive of clagses T and T1L

The constitutional tax rate limits as fived in 1932
were, on each S100 of assessed valuation: 50 cents
on class I, #1 on class 1T, $1.30 on class IT1, and
52 on class IV, The legislature apportioned these
rates among the State and the county courts, county
boards of education, and municipalities. The lim-
its may be exceeded to provide for certain debt
gervice and, subject to restrictions, when the excess
levy is approved by 60 percent of the voters. Tla.
der the better schools amendment approved in
1958, more liberal provisions govern excess levies
for school purposes,

Aszesring.  The counties are the primary assess-
ing unit in West Virginia, and except for public
utilities, all property s assessed by county -
sessor.  Public utility assessments are made by the
State Board of Pubhc Works, an ex officic body of
which the is chairman, with the aid of
the State tax comimbsioner through a special di-
vision im his office. The State tax commuisioner,

'A Tax Study Commission reporting is 1980 recom-
memnded that watility assesding be transferred from che Beard
of Public Warke to a new threc-member commission ap-
der the chairmamhip of the tax commissioner, sach com-
mision o b an nmm?-_ in the codnmissioner’s office.
Wept Wirginds Tazer, Final Report of the State Tax
Sindy Commizssion, Charleson, 1960, p, 13,

who is appointed by the Governor, has in his office
several divisions concerned with the property tax,
including revaluation, and he is responsible abo for
administration of major State taces.

The couniy assessors are |.‘.|.l=r_t¢d nd:ﬁl:ia.h m:d
their work is subject to review at the local fevel by
the county court, sitting a5 a board of review and
equalization, The assessors are clected for 4-year
terms and listings shown in the Blue Boeoks of 1952,
1956, and 1960 showed tenure relatively stable in
about half the counties. For 21 counties, assessors
in effeee in 1950 were worving their first tepme?

A survey of the assessors” offices made in 1957 by
the Division of Property Evaluation * showed that
of the 535 county aseessors, only 14 had full-time
ficld deputics, such deputics ranging from 1w 22
in number, Where pari-time Aeldosen were @me
ployed, they usually collected only personal jrop-
erty data, indicating “lpr.n:-r.i:;all}- no real l|'.|'n:|n]'.|n|-r|::|.'
appraisal in 41 counties,” In 47 countics there
were no sales data files or real property survey
cards, There were no tax maps in 39 countics
and “oply 5 counties had mapping that could be
termed adequate.” While telephones, typewriters,
and calculators were adequate in most counties,
ihe space provided mest assessors “did not permit
efficient office operation.” Asesors' salaries re-

rted in 1961 ranged from $1,800 o §7,500, with

8 of the 3% counties paving 33,000 or more,

Until & few years ago the assessors had received
relatively little assistance from the State.  In 1956,
the State tax commisioner, in cooperation with
West Virginia University and the Assessors’ Associa-
tion, spo a 2-day training school which has
become an annual project. A revised manual, fs-
sued by the State in 1958, is described as “designed
for an assessor who knows nothing of assessing work,
covers such subjects as an assessor’s duties, the fomms
he must use, tax maps, classes and types of prop-
erty, and the various State laws pertaining to as-
sesiment.”" * In the course of the spot check
program, described below, State staff members co-
operated with assessors and gave sorme assistance,
but in view of the mature of this program, sich as-
sistance was very limited.

The revaluation, however, under one broad pro-
gram, provides a variety of special aids to local

YCHawde [ Davis, Fast Firginiz's Stale-wide Heap-
agral Program, Bureau for Government Besearch, Wt
JI'Iglﬂli Usiversity, Morgantown, and West Virgnds As-

soclaibon of Cousty Officials, Charleston, 1961, p, 15,

" As peported in Davis, op, &t o 125
* Davis, ap. i, p. 15,
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units, The county assessors are recciving a com-
plete valuation of all propercty and the ap]l:mpﬁa.r.e
maps, records, and filing equipment to facilitate use,
Egually important i their a tunity to work with
professinnal appraisers mfpﬁm techniques not
only in appraising but also in explaining procedures
to questioning property owners.  The assessors also
receive practical training in working with the State
staff in checking resulis and records,

Spot apprairal,  In %47, in order to aid in al-
locating State aid to schools, the legislatures directed
the tax cornmissioner to make surveys of the several
classes of p riy to determine the true and actual
value thereed. The program, known as the “spot
apprasal” or more commonly the “spot check™ pro-
gram, calls for the actual appraisal each year of a
sample of the property in each county and com-
parisen with assessments to determine the esdimated
actual value of property in each county. (A spec-
ified tax rate i& applied to 50 percent of this esti-
mated valae to ascertain what such rate should pro-
duce as the “local share™ of the cost of the school
program.)  This spot check is to continue in each
county until its revaluation & completed, when the
spot check will be discontinued.

To conduct these appraisals a Property Evalua-
tien Department was created in the office of the
tax commissioner, A private appraisal firm was re-
tained to aid in setiing up edures and training
staff members, Services fivate appraisal firms
are still used for complex industrial properties, etc,,
but other work is done by the State staff.  This
State staff, in mid-1962, mcluded 10 appraiscrs
[under civil service since July 1, 19617 and the de-
partrsent director.

Imposition of penaltter? By computing the local
share of school costs on the basis of 50 percent of
the full value of property as estimated by the Eval-
vation Departrment, it was anticipated that the
counties would increase their assessed valuations
to meet this ratie, While this cccurred to some
extent, in 1955 the legislature sought to expedite
the process by requiring a gradual increase to this
level and imposing a penalty on counties which
failed to meet requirenents.  As described by D
Diawis, effective with the assessment year 1956:

.« lar a county o gualify for {ts full allocatien of State
wid for schooli, the assessed valuation of all nonspubléc.
ultlity property must be ot lew than 50 percent of the
appradscd valee of such property as determbned by the
tax commissioner in his annoal “spot appraisals.”™  Tn-
der this law, whenever for any yar a county failed to
raize the asacssed valuation of the nan-public-utility prop-
erty to the required assessmemt Jevel, State aid to that
county was to have been pedocesd the zame num

al percentage points by which the eounty failed to reach
the requircd assessrnent lewel, For instance, if in 1959

a county’s amesmant level was only 43 percent inatead
af ke required 3 percent, the State &id to that county's

®This deseription of the penalty proviskoes 1s Bnsed
larpely on the material io Davis, op. it pp. M4=25.
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schools woulbd be 7 percent less than &t would have been
hd the assssment Jovel been raised 1o 3 percent,
Dwuring the 4 years this law was in effect, 16 dif-
ferent countics Jost some school aid i[l county in all
4 years). There was considerable feeling that the
school were penalized for what they could not
remedy, since fixing the valuation was the responsi-
bility of the asewor and county court, and the 1935
penalty provision were repealed in 1560,

Under a nmew law enacted in 1960, the penalty
l'q-;r fatlure to mmeet 1:1'.||: prm;ril:-:ﬂ assessment lewal
was charged to the county court,  This law, 3enate
Ball 29, prescribed that assessments be at least 20
percent of appraised value in each of the four
classes of property, mot including public utility
property.  Failure of the assessors and county courts
[ @ the bosrds of review and equalization) to meet
the reguirement was made grounds for remeowval
from office. Moreover, the county courts were e
gquired to transfer o the scheol boards suffhicient
county taxing power to make up the difference be-
tween the computed local share of school costs
{which determined State aid) and the amount pro-
vided by the valuation as fixed by the county.  With
thiz enactment, 13 counties were liable for transfers
of taxing power to the school boards in 196061,
in amounts totaling $393,000. Transfers were made
by six counties, the wwtal aggregat abaout
S273.000.  The other county school boards did not
press for the transfers,

New lepislation was enacted in 1961 —House Bill
Mo. Th—which provided similar penalties but, in
effect, gave the counties 3 years to reach the 50
pereent level  Under this legislation no county
court would be penalized if it raised its nonutility
assessimemits A stated ntage each year so that
in 1963 the total uation met the requirement
of equaling 30 percent of the appraised value set
by the tax commisioner.® The appraised value set
by the tax commissioner would be the new revalua-
tion figure in counties where this program is com-
pleted and the value estimated by the spot appraisal
in other countizs.  For 1961-62, the first year un-
der the 1961 law, fin county wid rEr:Iuin-.d. Eo trarns-
fer any of it levying power to the school board.

The Revaluation Frogrom
Revaluation. Raising valuations under penalty

provisions was clearly not a real solution to the

*Under legislation passed inm March 1963, it is pros
vided that until cemplotion af the appraisal is 2l 55 couns
ties, when an apprabaal i complers and deliversd o a
cognty, and when the aisetsed valoption is less tham 50
percent of the appraiged voluation, the county shall im-
creass the smasesaed valustion, In on simately tq'.lll
#tep, w0 that in the thind year afver delivery of the ap-
praliaed value, the e valwation in each class i
nof less than 50 percent of the appraised waluation as
delivered by the taw commissioner. Thus the reduEing-
ment of the S0-percent level by the 1963 assessment year
appears o be superseded.
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lem, A different, and drastic, action was
needed,  Tax Commissioner Battle, summarizing
the situation and the resulting decigon, sakd 7 that
the spot appraisal programe—
indieated that many real eitate fmprovements were o g
ted fram the PRty boaks oF pssesimeent rolls and that
glaring incquitkes in assessments as between counties and
also within coumtics existed . , |

The best and perhaps the coly way @ brng nssess-
ments up ko |la.l'|.| requirements and o tthll-a: -
Enrments . . . icusly complete meappratal, The
only dra.wl:la:k wis ll'll:' probibem uil who wai pain Ilil d.ﬂ
it and who was going 4o fnance it . ., [In 1958
West Virginia reapprai am wad “horm” 'lulh 'I-'hu

assage of senate ball 34, ¢ perhient proviiten of the
aw is: "The tax commissioner shall make or cause to be
made am appraisal of all nonatitity property, both real
ard persomal, in the several éounties of the State,  Such
n. raisal shall be based on the true and actual value of

tiy.! Cost of the program it bome 90 percent
'br the Epr ate amd 10 percent Er the county government.
To carry out the program there was established
in the office of the tax commissioner a new Division
of Amesment Equalization under a director.

The revaluation program s organieed into four
separate phases to be carried out in each county:
mn:ruﬁlnu tax mapping, appraisal, and certifica-
[HT rst three steps are handled by private
firms unﬂer contract, subject to eontinuous State
supervision, and the fourth step B done directly by
H‘Erﬁmﬁ g O icrofilm all

e first step 15 to o m all property tax
records in the county, This includes deeds, wills,
maps or plats and related records maintamed i
the office of the clerk of the county court. The
microfilm negatives are stored for safekeeping and
the positive film is cut into strips of 10 book pages,
mounted in a cellophane jacket, clearly marked,
and readily n'.-'a.llal:?ﬁ for use in an enlarger, Thl:
microfilm I.a!- submitted to the State tax commis-
sioner for inspection and approval and then de-
livered to s mapping contractor,

The second step, m:r]:mg, imvolves asrial photo-
graphs, development of maps showing natural and
manmade features, drawn to scales ranging from |
inch for 30 feet for urban commercial aress to 1
inch for B00 fect for State gamelands and forests.
The maps are completed from the microfilmed rec-
ords to show property lines, dimensions or acreage,
and improvements, with lots and parcels identified
50 that ownership may be checked through pefer-
cnoe to accompanying property index records and

]'}mptmr owner's file. ‘The mapping usually re-

3 m finding large numbers of propertics not pre-

ionshy om the tax recosds,

']'hv: film, photography, and original copies of
tax maps are the property of the Siate and any
reproduction, copying, or sale thereof, without writ-
ten permision of the tax commissioner, is pro-

" &. Thomas Battle, "Sarvey of Reappraisal Pm-;i!cl:l."
Revenue Administradion, 1962, Matiomal Associabion of
Tax Administratars, Thicage, 1963,

hibited. The tax commissioner establishes proce-
dures for reproduction and sale of maps, ete,

For apprai the third step in the program, &

ivate pmfﬂmml raisal fiem  investigates
Efnldm codts, land ues, and other pertinent
f..l-l‘;tun in the county under consideration and car-
ries out the detaled appraisal. Results are on
record cards showing separately values of land,
buildings, equipment, ete, In the case of compli-
cated industrial structures, such cards may be sup-
plemented by pages of work data. During the ap-
prasal the company is wired to train and
instruct Tax Department ::mpqlug.-ma and the county
ASSESSOT TNAY ASEIEN utizs, not more than two at
any o time, to receive similar training.

The statule requires spprafsls to be made on the bals
of tres and actual value as st i'-::nh in the We Vieginla
Coede, which requins asis to be placed on the his-
tars: and fair seneept of willing buyer and willing seller,
ardl rental income that it might be expected to earn, muast
be considered im the appraisal of residential and farm
properties in the bocality where situated, if rented.  How-
ever, in order to provide uniformity, wot omly within,
but among, the several counties, the first guide st far
structures remaing tion cost as of the vear the
;.pmeaua] is I:-ufn.g n-:u:ﬂlm the appropriate d:srn:m‘bﬂnﬂ
n E CAsE O Wﬂtj a P:I'tﬂ!l.l. a
value iz ur.nb]u.l:ﬁ by H.]:IlpFI?I'I.I.ILI:L kL e
Ep-eual ].'lrvtrwnﬂu'i I ma.l:lr. fm' .a.pp:mulng mln:n]
properties, wsing formulas worked out by minin
engineers familiar with tl'u: area involved, a
much painstaking work is required especmil!:.r in
determining the smaller mineral interests,

The fourth and bnal step, certification, Is car-
ried out entively by the State Tax Departient stafl.
This involves a team of two to five workers who
check details, correct obvious errors, bring items up
to date, compare record cards, ete.  They compdle
data for districts by classes of property and arpange
cards to facilitate their uwse by the assessor,

When the certification &5 complete, the tax com-
missioner officially notifies the county court and
the county assessor, giving them the valuations by
class and stating the requirements for the use of
the data under State [aw.,

State officials are forthright in describing mis-
takes made in the early stages of their program and
are thos extremely helpful in indicating pitfalls to
be avoided in other revaluation projects. For ex-
ample, in their cagerness to get started, they wers
too sanguine about all companies performing ac-
:.::-Tdin.g to their comtracts and did not :imnﬁl:ig:l'.e
adeguately the qualifications of bidders, Some
firms did not fulfill contract terms and work had
e be done over, in part or in whole. However,
inferior firms have been elimdnated and the num-
ber of mapping firms wsed has been reduced from

* G. Fairfax Brown, “Supervison af Revalsation Proj-
aces,” 1962 Aneisreend Admendifradion, Internntbonal As-
sociation of Asessing Officers, Chicago, 1963, p, 58,
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14 to 4, and the number of appraisal firms from
7 to 4. Contracts are no longer awarded on a bow-
bid basis, but following negotiation with proven
COMpAnies, & OTIMANGCE ds are required
for all contracts. In addition, contracis provide
for withholding by the tax commisioner of part
of the fee pending satisfactory completion of con-
Eract requirements,

Another development has been the constant su-
pervision and checking by the State at all stages of
the work. At the start of 1961 the Assessment
Equalization Division administering the revaluation
program had nine employees including six field-
men, “only three of whom had sufficient trainin
to thie point where they were dependable and oou
be utilized.”™ By the fall of 1962 the division had
a stall of 25, including 18 Heldworkers of increased
expericnce and ability, and the division was able
to check 25 percent of all work during the progresa
of a contract.

The cmt of the revaluation program, as noted
ahove, is met B0 percent by the State and 10 per-
cent by the eounties, Under a 963 amendment 1o
the Law, it is provided that payments made by the
countics for their share shall be deposited to the
appropration aceount from which the Seawe’s ex-
penditures were made.  Formerly such repayments
were placed in the State’s general fund.

Progrers of revaluation, The first county to be
completely revalued was certified in June 1961,
By mid-October 1962, a total of 12 counties had
been completed and certified, and & more were
in process of certification, Appraisals were under
way in 7 counties, and it was anticipated that con-
tracts for appraisals in another 12 counties would
be awarded before the o of 1962 Ma]:-p-ing
was completed or under way in 51 of the 55 coun-
ties,
Estimates of time required for completion of the
revaluation have differsd, but in October 1962,
Mr. G. Fairfax Brown, director of the Assessments
and Levies Division, reported that on the basis of
experience o that time, the program could prob-
ably be completed in 1965, at a total estimated cost
of £10 muillion.

Reraluation rernlis Hmud'g the motable results
of the revaluation is the finding of much property
proviously not on the asessment rolls or listed in
the wrong class and paying taxes on a lower tax
rate than it should have. Farly in 1962 it was
r:pm-tc-ﬂ ﬂ'u: appﬁrisa.'l work to that time showed
“fAagrant examples of pssessment omissions,” com-
mon to all countees, which seemed (o have existed
for vears, attributed primarily to roll copying, The
TEEE COrmIman umi.wiﬂns w2 Ifl]- I!n'.l.nﬁ-él!- NEVEr an
the asmessment rolls; (2) parcels assessed a5 unim-
proved while homes and other structures had been

on the property for many years; {3} properties in-
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correctly clasificd—primarily properties listed in
elass 11 or residential, when they were clase IV or
income-producing property carrying a higher tax
rate,

In Mineral ﬂﬂum}', the first to be ceified, the
total asessed valuation after the appraisal, based
on the minimum 30 percent ratio of asesed o ap-
praised value for each class required by [aw, was
some $6 million higher than the previous valua-
ton.  If the mme average levy rates were used,
approximately $120.500 would be realized in addi-
tional taxcs—more than encagh in 1 year to cover
the $96,000 cost of the revaluation in that county.
More important, however, is the fact that approxi-
mately one-half of the increase could be atteibuted
o the recording of formedy omitted propertics, so
that such properties would finance the cost of the
revahsation in bess than 2 years,

After the appraisal was complete and Mineral
G:lun:}' tax hills based on the new vilues were
mailedd, there were, of course, complaintz. The
State Tax Departrment staff members spent several
weels aiding the county in taking care of such
complaints and it reports 90 pereent were satisfed
when the procedures were fully explained and they
were shown that each taxpayer was treated alike

. approximately § percent had complaing . . .
which were justified and the necessary adjustments
made. The remainder was comprised of individ.
wals who will never be satisfied as long as there are
taxes to be papd." ¥

One aspect of the law which could have signif-
icant effect on the results of the revaluation shoulkd
be noted. The law provides that when the ap-
praisal is delivered to the county, the asesor and
the county court, sitting as a board of equalization
and review, “shall use such appraised valuations
as a basis for determining the true and actual value
for assssment purpoies of the several clases of
property. The total assessed valuation in each of
the four classes of property shall be not less than
M) percent nor more than 100 percent of the ap-
praised valuation of each said class of property.”
Aa Me. Brown put itz ™

It is the position of the Tax Department thay the as-
sessor and the county court . . . b duucﬁohﬂ, and in
fact it iz their duty by stanele, w make s changes and
revisibnd ai A RECESTY 10 GElEm pPEOPERTY ol ln trae
and actiesl value, They are bo by appraisals only
ity the extent that the totals for each class muast equal
the minimum 50 percent of the total appraised walaa-
tions cenificd o the county. All change: made by the
asseszor and board of meview and equalization are o be

reparted to ke department on the ferm provided for this
purpose,  These changmi will be reviewed—and whore

* Report of Statemwide Reappraice! Program (House Bill
Mo. 75, Dee, 31, 1961, Cifice of State Tax Commassiencr,
Chardeston, 1962, w19

¥ 3. Fairfax Brerwn, op, eil,, p, 104,
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roved—the raised values delivered to the county
be mmd..wan iously exivting eppellate pro-
cedures remain undi
Thus it appears that thers is mothing to prevent
the ¢ounties from ing substantial changes within
classis and thus materially weakening the equaliza-
tion effected by the State revaluation .
Future program. The law ifically provides
that the tax commissioner shall maintain the ap-
raisal, and State nfﬁ-:i.nJ: are well aware that un-
utdeuat-: won s made for malntenance,
the work already done would be at least
:.r wasted. The director of the Asessment
ualization Division in his 1961 report said, “With
the program steadily forging ahead, maintenance
comtinues to be a problem which looms larger cach
day and must be resolved prompthy.” One con-
structive step was taken by the 1962 legislature
when, at the reqguest of the tax commissioner, it
provided that all property owners must fle with
the county assessor notice of any improvement
valued at 31,000 or more. While no appropria-
tion specifically for maintenance activities had
been made through 1962, the tax commissioner’s
affice was working on plans and procedures.
A major aspect of & maintenance program, wn-
less it is to be carried out entirely by the State, s

ap0-538—83——13

the office of the county assessor. As the 1961 re-
port significantly stated in iz conclugion: 2

Whea the statewide reapprafal peo
it proper comclusbon, West \Hrgmu assessoes will have
for the Rrat tmse, all the tocls nesded for an equitable ubc[
uniform ssstsament of property. Te comp mt this
1l the Btate needs experienced, ?;:-HH REsENROR WhD
are tradesd fo do the job without of loas of position
anJ:-: bands of property tax evader.

em was expressed I'm'tcfui:lhy M.
Rlcha. Shelton, executive secretary, Wes

giniaz Association of County Officials, in his fore-
word to Dr, Dravis” study when he said, in part: *

As gpoesd as tho program I.lJ H.I'Iill-l'lﬂﬂ.‘ﬂl‘!r“
it anly covers ome phase of the improvement of lh::ﬂ.[
atsemments in thin State.  There still is mo provision of
the law which mequires the egualization of mdividwal
:pm'nr_'l.l of property. . . . The office of AESEIRCT, basically,
i3 the foundarion of the assessment program in West Vi
ginia. While we nre improving the information that we
give the assessor, we still are deing wﬁ Lietle to improve
the office of assesor. The pay scal et masemar and
his deputies suill remaing a scomdal 1nd a disgracs, . .

The statewide reappralsal am is a gooed beginning,
Bear i is only a h{g"m""ﬁ arried &0 it proper comple-
o, | thisk tha :ﬁnma will have the best prop-
GETY assessEont program in the Natkos, . . .

;f'ﬂ'" of Sratewide Meapprairal Pragrem, op, eil,
P 52
W Taude J, Dawis, op. 2ir, p. B,
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Wisconsin's lomg-established reputation as a lead-
State in the guality of its property assessment
;? mistration s related to more than 60 years of
actve State supervision !::.r an able administrative
agency. While the 's resources have tended
to lag behind its responsibilities from time to Ume,
the sound principles of supervision established in
the early years have had a good degree of con-
tinuity.

S:p.f: supervigion in Wisconsin places its greatest
emphasis on interarea equalization of asw=sments
om a full value basis, wsing methods thar have been
very succesful in eliminating the inequities and
umcertainties that are generated by a lack of uni-
formity in assessing among assessment districts.
The Seate agency ales directs i attention, to the
extent that ity resources permit, 1o help improve the

uwality of assesging within the individual assessment
jutm:r_t, although the statewide crganizational set-
up of the districts is not conducive to effective super-
wision,

Recent p-r?:erty' tax developments in Wisconsin
have mecloded, most netably, additions to the State
supervisory agency’s stall that are permitting some
of the needed expanson of its equaliring and super-
-mnq.- functions, and, in the feld of tax policy, adop-
tion of a unique and large-scale property tax relief
Program.

Organization for Assessment
Administration

The State maintaing three levels of assessment
administration. The citiss, towns, and wl
comprize the primary assessment districts. T
eounty boards, the second level of assessing agen-
cies, do o actual appraisal but are responsible for
determining the relative value of the total property
in the several taxing districts within their respective
counties, The distribution of the county tax o
municipalitics i3 based on the county board's pssess-
ment. The State Department of Taxation asesses
railroads amd moat public wtlity properties subject
to ad valorem uxalfun., determines the full market
valee of locally assessable Fm]:lﬁ'r:.' by taxing dis-
tricts, and recommends full value assesments to
'I'lu: county boards.

There are owver 1,800 primary assessment districts
in the State, identified with its cities, villages, and
towms.  Since only B0 of these places have popula-
tons of over 20,000, and only 41 over 10,000, thers
are nurmerous J-man assessing stafls and the great
majority of the districts are served by part-time
assessors,  While there are some appointive profes-
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sional assessors, rainly in the cities, the great ma-
jority of assessors are elected for 2-vear terms, and
there is a turnover of about 25 percent cvery 2 years.
The Department of Taxation's supervisory responsi-
hilities cover these primary assessing units and abo
the boards of the 71 counties.

State Department of Taxation

The continuity of active State supervision goes
back to the turn of the century when an appointive
Tax Commission replaced an ineffective ex officio
Board of Assessments,  With distinguished and
energetic leadership the Tax Commission was able
within a few years to becomse an effective influemnce
in the guality of assesing throughout the State,
Initially it worked through 71 locally inted
county supervisor of assesments, but in 1911 thess
supervisors becarne State eroployees.  This super-
viorial aystem has continued without interruption,
but over the past several years 3t comprised only
four supervisors, each responsible for a multieounty
district. In 1962 the number of supervisors and
districts was increased to six "

In 1939 a Department of Taxation, headed by a
single commissioner, assumed the administrative
functions of the former tax commission, and &
Board of Tax Appeals took over the judieial fupe-
tions, The Department of Taxation, which ad-
muinisters the State's major taxes, handles it |[Ju-npr-
erty assessment equalization and supervisory fune-
tions through a Property Tax Dhivision.

The Property Tax Division, under a director, has,
in addition to its central staff, & ficld staff assigned
to six field offices, each having jurisdiction over 2
EToup of coonties. The offices are so digtributed
about the Siate as to make them readily accessible
to all Iocal assessore, The staff of each oifice com-
'|_:|-r[;|.|:-|; E mp-:nripm', [|:|-|.|.1' or fwve Pmle.itmal aidu,
mnd p fewy clerical assistants,

The Egqualization Process

The State Department of Taxation is required
by law, before September 15 of each year:

From afl the murees of information accesible o it . . .
to determine and assess the value of all propeety subject
to geperal peoperty taxation in each county, city, villags
and tewn , . . which shall be the Toll valoe acéarding
1o ita best judgreent.  [ch. 70, sec. 7057,

*For a goodd deicription of the system and its opera
ticms, =ee Clara Penniman, “Property Tax Equalization in
Wisconsin," in NMatiomal Tag Journal, June 1961, pp. 182~
187,
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Alsp, not later than November 1 each year, it—

ahall total the asesments of cownties made . . . pursuant
o section 7057, and sach total shall be known as the
Gtate aseemment and shall be the full morket value. . . .
fsec. TOITE)

Sinee 1911 the law has required that the State’s
full value amesments be presented to the county
boards when they act as equalization bodies. Al-
though they are recommended rather than man-
datery fgures, for over a quarter of & century every
one of the 71 county boards, with only a very few
exceptions, has adopted the State’s assessments
each year for intracounty cqualization.?

In addition to iding the counties with a de-
pendable means of equalizing local assesments,
these full value figures give the State a sound, uni-
form regulatory and measurement base for many

rposes. A compilation by the Department of

aoeation in 1961 disclosed over BD statutory uses
for which it was being em It is used, for
example, to jon the State tax levy, o estab-
lish the statewide a full value tax rate for

railroad and wtility taxation, to apportion taxes in
joint school districts, to distribute equalizing fscal
aid, to determine when a town may become a city,

and to limit local taxing and borrowing,

The Procedure for Equaliestion

Compliance by a relatively srmall staff with a
statutory regquirernent for annual full walue assess-
ment has called for inpenuity in developing & sys-
tern that can be made to produce reasonably ac-
curate results by a combination of the departroent's
version of mass appraisals and continuous study of
gales of property. Instead of conducting assess-
ment ratio studics by scientific sampling methods,
the department, through its field offices, analyzes
all tramfers of in the State as a guide
to market value levels and trends, acewmulaees and
evaluates all other available sources of information
that are the cmiomarny tools of apprasers, and car-
riea on continwous feld appraisal throughout the
State. Each district office iz expected to assess
all property within the district on a G-year cycle,
but because of inadequate staff the period has been
running to about 8§ years.

tfse of saler. Each district office obtains and
screens sales data as follows: Local personnel are
employed in each county to copy on standard cards
from the records in the office of the register of desds
all pertinent data respecting recorded sales of real
estpie,  In e district office these saled cands are
soried by cities, ﬁlhﬁﬁr and towns: all those ob-
vicusly unusable are rejected; for the others, gues-
tionnaires are sent o the buyers or sellers
requesting verifying information ) on the basis of the

¥ Bee Penniman, op, cit, p. 184,

information recebved, the usable sales are selected,
clasified by taxing districts and t}rpunfpmpu'l:}r;;
and compared with asessed waluations; and
mmpll:ttgin.]l:a cards and questionnaires are filed
for use in the equalization proces.

The sales Tatios are used as evidence of the as-
sessment levels of the classes of property for which
they are available, their year-to-year trends are
studied to help determine vdil:ﬂ;!;u'a m&?hﬂal:

ing with ecomomic n an
ﬁ:ﬂ-aa. P??dnlmumnnﬂ}mﬂ determine
trends in going value, These sales data are re-
corded on annually compiled district value cards,
one for each taxing distriet, on which are recorded
alss summaries of change in dollar value, by classs
of property, as determined by mass appraisals,
changes due to such factors as new construction,
fire fosses, changes in - land use; etc.,and other
inent data. ese value evidences, set up by
nd and improvements separately for cach statutory
clamsification of p , are compared with the
full values determined mhﬂﬁrﬂmwmd
guch inereases or decreases m as the evidence
appears to warrant. Actual appraisal evidence is
available only at about 8-year intervals; sales evi-
dence is the chief dependence in intervening years,

Mass appraizal, The district supervisors of as-
gessments and their staffs are required to revahee
the entire State every 6 years by field appraisal in

city, vitlage, and town. —{The cychs, as noted;
has besn taking about 8 years.) The actual process
is a cornbination of “windshield appraisal™ of classs
of property for which representative sales data are
available and more intensive appraisal, to some ex-
tent on a sampling basis, of classes of property for
which representative sales are not available

When an appraiser goes into a rural town he is
equipped with a plat map for each section on which
are spoited the properties sold over the past 3 years,
with the pertinent sales data.  In cities and villages,
sales are spotted sirmilarly for plots and subdivisiona,
By analyzing the sales the appraiser establishes value
[evels for land and improvements that can be used
for rapid valuation of similar classes of property,
with due consideration given to any unusual fac-
tors that cause deviations from ordinary or general
values, For classes of property lacking representa-
ten mfﬁ, .ﬂ.Pp]'Hi.IilI:s are made I:r:r g af the moat
appropriate professional methods. In the larger
urban places sample appraisals are made, but with
large samples taken from every arca,

Personal property. Of the assessed valuation
of property subject to the general propefly fEx,
tangible personal property accounts for about 16
percent. While tangible personalty is broadly fax-

'_T‘.hn; Aty -cln.u.i:l’g:l.ﬁun for real it EI_]-
residental, (2] mercantile, (3} mamufactanng, (4)
enltural, [S]IE marsh, cutover and waste land, (6] ﬁmﬂ
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ahle, subject to the exemption of some classes that
are most difficult 1o assess, 96 percent of the State
asseszment of such property in 1960 comprised live-
stock, merchants’ stock, manofacturers’ atock, ma-
chinery and tools, and furniture, Axtures and equip-
ment.  The State’s job of full value assessment
of this property is difficule becauss of the year-to-
year Auctuations in the amount and value of much
of it and the greater dependence than in the jn.
stance of real Fmpn'r‘lizh:n what the local assesors
dicover and assess = imterval betwesn the MMay
l local amessment date and September 15 when the
department is required to present its assessnent
for the vear to the county boards gives the super-
visors little time for personal property assessment,
bt they follow procedures that produce more than
perfunctory resulis,

supervisors have scparate procedures for
valuing & dozen different classes of personal prop-
erty.* For example, for manufacturers’ and mer-
chants’ inventories, the two largest classes, each of-
fice maintaine as complete lists a5 posmible of the
owners of such property and tabulates annually the
inventories reported, studics and compares inven-
tory teends by trades and industries, and has the
advantage of the so-called form 10 law. As part
of their income tax returns, persons and frms are
required to file for each taxing district in which
they have inven a form showing the inventory
at the beginning and end of the calendar or fiscal
year and the amount of merchandize hased
and total snles during the YEAT. Thiz inforrmation
goes to the supervisors for tabulation and then to
the local assessors,  With adjustments to allow for
differences in inventory at the assessment date and
form 10 date, and with other adjustments hased
on study and experience, the supervisors and their
staffe seom able to do a reasonably satisfactory job
of valuing inventories,

Falidity of the full value avtessmients. The meth-
ods and procedures wsed by the Department of
Taxation are designed to produce the foll market
value assestrment mandated by law and to achieve
this standard for personal property as well as real
property. This administrative agency undertakes
to adminider the law as written, rather than to
i.'r.||:.-'q:rr.\5|= its own revised verson aof the law. While
some of the mass appraisal and personal property
valuation methods that have been developed may
produce Jess than precise results, they have ex-
pericnce and skill in their support and are dictated
by the demands placed on a relatively small aiaff
w0 do a very large job.

# Thise provcedures, some of therm no mare than inge-
nbous knd experenced eslimates and swumptions, were
well described by Forrest W, Gillett, in a Report to Come=
raitdee Appomied To Study Preoend Process of Determine
mg Full or .&__I'..:u.lj'-'.:m' Falues of Pra , Wiscansin De-
partment of Taxation | Mineo ), 1956,
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In [WAr YEATS local assessment districts
have E‘::I reassessments by independent appraisers
in order o correct internal inequities, and the mar-
ket vahue findings of these appraisers have in most
instances been very close to those of the Department
of Taxation. A comparison made in 1956 of 236
such reappraisals in yearg 1949-55 found that
the full value assessments as deterroined by the out-
side experts averaged 100.7 percent of the State's
recommended full value figures®

That the le of the State have confidence in
the State determined full value fpores iz of con-
siderable significance. They are adopted by the
county boards and become the county assessments
only after equalization committees of the boards
hawe met with the field staffs, examined the pro-
posed figures and supporting data, and had oppor-
tunity to present factual information that would
justify altering the figures. The use of equalized
figures for very many regulatory, measurement, and
a jonment purposes = a protective factor for
all local governments and removes incentives for
competitive underassssanent, while equalization at
the full value level not only identifics clearly the
taxable resources of all of the State’s taxing districts
but gives the legislature a meaningfol base on
which to establish repulatory and measurement
standards relating o property values,

State Supervision of Loeal Assessing

The Department of Taxation has been placing
primary emphasis on interarea equalization, but it is
well aware that the key to true uniformity of assess-
ment is high-grade primary assessing by the local
pusessrment districts themeelves. Tt has extensive
powers to supervise local assessment and uses them
cffectively in a mumber of ways to the extent that ite
resources and the charscter of local organization for
asseiment permait.

Local assessing has had for many years the ad-
vantages of constructive State direction and guaid-
ance, The systern of district supervisors of asses-
ments extends back over more than 30 years, The
requirement that assessors break dewn taxable
property by specified categoried for assesming and
reporting stems from the early 1920, and the State
Tax Commission issued the first edition of s as-
gessors’ manual in 19300 Al i:‘dlutn-:jng the
quality of local assessing have been such intangibles
as a strong pode in local government, demand for
integrity in public office, and a cooperative relation-
ship between the State supervisory authoritics and
the local assessors.  The larger Wisconsin cities are
all recognized as hawving ooistanding asessment
administration, and the State as a whole s regarded

¥ Zee Gillett, ofr. g3k, pp. 3340,
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to rank high in thiz rerpect;® bur according toa
Revenue Burvey Commistion —reporting -in 1060,
"Bubstantial inequities in the burden of the real

rty tax result from the wide variations in the
of assessments among - properties-withi
ment jurisdictions ™ 7 report did pot specily
bow widespread this condition is among the State's
rmyrizd of assessment districts; but a study of the
situation for the legislature is in progress.

Supervisory Powers and Duties

The Department of Taxation is authorized by
laow to supendse assessors, boards of review, and the
assessment work of county boards, — Amon the stats
utory powers and duties specifically assigned to-
SUEE 1 SOTE of amessments are those to prm-]d: n-
struction 1o local assessors, to test the work of local
amesors, bring action against assessors for violation
of duties, hold annual mestings of asscssors, and
make an_annual TepoTt 1o county board on
the work-of local assessors.

The department’s power to supervise Jocal as-
sessing, in fact, is 50 broad that the ameent of oo
trol-to-be-exercised s larpely a matter of policy.
It can reasess a parcel oe clase of propesty upon
complint of a local taxpayer, and invoke eourt
action —against, —or even dismiss, bocal assesors,
though such drastic action i rarely used.  Feassess-
mients of the taxable propecty 6 any distict may
be obtained upon a written appeal 1o the departs
ment by owners of not less than 5 percent of the
assegeed value of pro iri the district, upon pub-
lic—hearing —and - proof —that —the assessment —coms=

lained of i not in mblianﬁalmpl.iﬂm: with-Jaw,
departmeent may order 2 reasssssment and ap-
point persons to conduct the work, or it may order
spocial supervision of swrceeding assessments either
by a departtment employes or other qualified per-
fon:— Some use s made of this means of minority
protection,

The department’s services o asicsors and Tocal
boards of review inchode the publication of bulle:
tims, rts;-and manwals-and professional-aid by
thie Geld staff.  In acddition to |“.u'r.|-'|.li-|:'|l|1g manals
and guides for asesiors, e depariment
standard forms for the valuation process,  This de-
partmnent’s annual statstical bulleting carmy & wealth
of analveed statistical data on assessrrents and Laxes,
us=ful to taxpavers as well as tax officers, and these

* The assessrmeni-sales ratic study of ;263 selected local
bl L districy rn: F8-Stasey eonchected -y the Censor
Burenis in conjunciion with it 1957 Cromig of Govermn-
ments {ound tfli-: 12 percent of the 40 Wistonisn ditrais
meluded im eke sngdy kad a ety blgh - degree ol wnal=
formity of mssessment [coefficlent of disperilon urder 207,
compared with only t for the group as a whale.
{115, Burcawn of the Cenmes, Tamable Property Falzes in
lh{{tﬂ?ﬁd Seaver | 1137 Census of Governments, vol. V),
L .

T Revenne Survey Clommbeion, Final Fepere (10 Gow-
erace and S Legislatare ), 1950, p, 21,

are supplemented by the individual coumty reports
of the supervisors,  Here may be found, for ex-
ample _comparafive [ull vahie fax rates and the
retation of assessed 1o full value by classes of prop=
erty—the latter having a greater potential than has
yel been developed for aiding (AXpAyEDs aggricved
by inequitabde aecisment.

The district offices, with their constant acoums-
lation and analysis of waluation data for their re-
gpective areas, and their staffs of technicians en-

i comtinuous feld appraisal, are admirably
arfuabed to aid local acemors. — For many yeard the
field staff has held anmeally a l=day assessors” schoot
i oench county, inowhich pow legal, ecopomic, and

developrments are revicwed and such
specific jsuey ay hvestock price schedules are des
termined.  Throughonat the sear the 2af works with
local awseisars, asiisis boards of review, and deals
with questions and problems of taxpayers. For
sorme years the field stafl has been far oo small
to deal adequately with these supervisory funciions
i addition to ity demanding task of equalization;
thus the recent mcrease o nember of offfces from
Tour o six and moderate increase In seaff s 2 hope.
ful omen, though more drastic organizatonal seps
weld appear o be peeded w0 enablish on g state-
wide basis the high.quality ssseisment standards
niow i ineained In nomereus areae

Central Assessment and Taxation of
DUtilities

The operating property of rallroads and most
classes—of -public utilities —istaxed-ad-valorem—in
Wisconsin, with the rail and the utilitics own-
ing and operating property in more than omne si-
nicipality, assessed-by-the -State-on-a unftary basis

only by the State’

Tha pu'npeﬂ:in: are aagesger] @l Toll walie amd
taxed at thee merna full vatue tax rate for the
Seate,  This rate is ﬁﬂﬂ?ﬂi:ﬂd each year by divide
mﬁ the aggregate levy of Sfate, county, local, and
school-taxes for the previous vear by the full value
of-all-taxable general-property-in-the Btate for the
current year. Thud each company pays just one
taxbill, ar the State average owverall focal _rane
ecqualized to-fullwalwe,

Under this tax plan, the State has no preblem
of allocating the unilarly assesed  valuation
ammongy the focal taxing -districts. —With respect to
the railroads it alio has no problems of allocating
e tay procesds, A they are retained by the State
except for terminal taxes returned to five
cities.  Air-carrier taxes are also retained by the
LZtate, for the use of the State Aercmantics Come
Foission in conatructingand improving airpors.

"Telephos: companies, rural elsctric cooperafive as-
soilaticns, amil freight line companies are tased on the

bris of gross enrnings:
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Some or all of the proceeds of the property taxes
levied on the other ¢ of utlities are distributed
to local governments, necessitating allocation for-
mulas; but the procedure iz less onerous than the
more customary one of  allocating  assessed
waluations.

A Property Tax Relief Program

Concern in Wisconsin over the effect of the
State’s tax structure on economic growth and over
the most suitable meana of pevising the structure
produced inent tax studies in 1959 and 1960
and a major revamping of the structure in 1961
that included novel measures for property tax re-
Lief. “The rty tax had been supplying about
one-half of the State-local tax revenues.

A I.]|1n'w'-:1'sl12r of Wisconsin Tax Study Commit-
tee, in A ground study of impact, incidence

and tax revision slternatives designed to e
basic information rather than recommendations,
found no conclusive evidence that the tax struc-
ture was sericusly hampering economic
observed that for ome State to accept an nbl:ga.-
tion to conform to the tax pattern of other States
“would redwce tax soversignily to a Betion™; buat
indicated that the State’s dependence an property
taxes was slightly abowve ave for neighboring
States, that taxes pald by manufacturers apparently
were the highest in the Midwest, and that in any

m for business tax relief the tax on manu-
acturers’ inwventories deserved highe-priority con-
sideration, with owners of livestock and househald-
ers also claimants for relief.  The committes pointed
out, however, that exemption or partial exemption
of particular classes of property merely redistributed
the property tax burden and might create new prob-
berns, and, expresing concern over the wide fer-
ritorial inequality in the distribution of the
erty tax—agpravated by the State's system af dis-
tributing shared taxet—indicated some fecling that
any fun ntal tax reform should await “an owers
haul of the whole system of territorial distribuation
of existing taxes' ®

As possible sources of additional or replacement
revenue, the committes hsted an increased indi-
widual income tax, four versions of & rotail sales
tax, and a mizcellaneons F:.-l:h:a._ip: that included an
ad valorern tax on moter vehicles as 4 constructive
means of redistributing the property tax burden
which would lessen s regressivity. The commit-
tee seemed to have no great enthusiasm for a males
A,

The Continuing Revenue Survey Commission,
in its December 1960 report, declared that prop-
erty taxes were disproportionately heavy, and that

! University of Wionsin Tax Study Committee, Wiz

eonEn's Siale amd L-nrlr Toax Burden, Madison, 1950
fen particalarly che V, Wisconzin Froperty Taxes.
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the burden should be reduced, by other revenue
sources, on homes, farmers, and business,  In brief
summary, the commission recommended that mer-
chants’ and manufacturers’ inveptories and fa.rm
livestock should be exempt from the property l;a:':.
and that by offsetting this local evenus loss with
State aid, adding to other State aid, and having the
State take over the administration and financing
of public assistance, roundly 3100 million of prop-
erty tax relief be provided. A wvital feature of
the recommendations, however, was insistence on
drastic revision of the system for distributing State
aid, and introduction of an equalizing factor, to
nmarrow the disparities in local tax burdens™ To
finance this increased State aid and an incresss
in other State budget requirements, the comenis-
sion recommended mainly a combination of & gen-
eral sales tax of 2 percent and an increase in the
INComE tax.

Late in 1961, after various measures had failed
to obtain adoption or had been wvetoed by the
Governor, the State legislature adopted compromise
provisions representing 'I‘J']I: first major revsion of
the Wisconsin tax system in M) years and prmld:ng
& substantial amount of property tax relief, [Ch.
620, Laws of 1961.)

No change was made in the property tax struc-
ture; mo new exemplions were provided, The

mpeﬂy tax refief plan adopted was a tax credit
device. On tax bills covering merchants' and
manufacturers inventories and farmers’ livestock,
the taxpayers, beginning with payments due in
1963, were to receive a credit of 3 percent. The
agg—rc?ar.: amaunt of this eredit was estimated to be
initally absout $3I:I million. For owners of other

taxable p islature provided a specific
La.ﬂ: tmdd ¢=%55 million annually. Thi
wag to to the railroads and wtilities and to the

more heavily taxed other taxpayers.

The porteon of this amount to h: distribarted to
puklic El:;_llll:lm [Iah'm; 33 |T|l||:m|'|] is based on thhz
ratic of the total ax om utili o the
total tax levy on all 3 wtﬁ:umj after
deducting from both 'r.hc personal property
credie.  The remainder n! the £55% million {about
£50 million) goss to municipalities to provide tax
credits for property other than utility property and
property receiving personal property tax credit. To
qualify for & share, a municipality must have an
overall full value tax rate in exeess of 14 mills. Tao
determine the amount to which each municipality
is entitled, the excess over 14 mills [computed
against the average rate for the 3 preceding years)
for each municipality it multiplied by its full value
assessment | less personal property eligible for cred-
it). The $50 million property tax credit fund is

"Ten of the 19 Commission members took exception
1.3 -:u-:mplctl: elimination of this tax,
¥ Revepue Survey Commition repart, of. ¢il, pp. 9-16,
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WYOMING

A distinguishing leature of property tax admin-
istration in Wyoming i the hc'ﬁh ercentage of the
total valuation assessed directly Ey the State—33
percent in 1961 according to the Census Burcau,
higher than in any State except Hawall where all

roperty is State amesed.  Recent searching studies

the Wyoming Legislatiee Council of local assess-
ment administration and its State supervision have
led to some reinforcement of State supervisory fa-
cilities,

Organization for asmersment,t The property tax
in Wyoming is under the direct supervision of the
State Board of Equalization. This board has been
composed of three members appointed by the Gow-
ernar for G-year terms, but under 1963 legislation
the membership & increased to fve.  The board
has broad property tax duties, inchading the fixing
of a State general fund tax levy, direct assessment
of public utility and mineral pmducinﬁﬂimpﬂﬁﬁ.
supervision of asscmment by local ers, and
equalization of asesments,. The board's other
functions include two of major impertance ; it serves
as the Public Service Commission, regulating com-
mon carriers and other public wtilities, and it has
jurisdietion over the Departrent of Revenue, which
collects sales, gasoline, cigarette, and other taxes.

Local assescng is pnma:%;' the responsibility of
the 23 county assesors, B COUntY ASSESSOr i
elected for a 4eyear term and must be an elector
and property owner in his county.  Each year coun-
tirs are divided into asesment distdict by the coun-
ty commissioners. The county assessor does the
assessing in the district of his own residence, and for
each of the other districts he appoints as deputy
assessors residents of the respective districts,. The
county commissioners, besides setting up the asess-
ment districts, act as the county board of equali-
mation, hearing appeals by local taxpayers and
erqualizing assessments in the county.

State mpervision grd aid.  Among the duties

ribed by Wyoming law for the Board of Equal-
ization arc supervision of local assessment ; prescrip-
tion of a system for establishing valuatien of prop-
erties, real and personal; elassiheation of land for
asgessing purposes; equalization countics;
and the making of cha in the original assess-
ments of individuals, nﬁm, and Bone.
Some of the petions taken by the board in recent
vears in carrying out its duties are noted briefly
in the following paragraphs.

i Tn this description af the amssment crganization aod
in the following cosnment incloded bers om Wyoming,
extensive ase is made of the very valusble study of Allyn
3. Lockner, Projfierty Tazation i Wyendag, W
Legislative Rescarch Cemeajnes, Cheyenne, 1960, an
The Wyomdnp Sehool Foundation Program, Falume IT,
A F:;rm:! irrm'.ri.:--t of Praperty Tax Admizinration,
Wyanuag Legmlative Councll, Cheyenme, 1062,
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In 1945 the legislature directed the Board of
Equalization to prescribe a uniform valuation
tem to be inata.[];:d in all countics by 1943,
board provided that for asscssing improvements
all counties should use the Boeckh system of ap-
praisals—a system already used in some countics
Mr., Allvn Lockner, in his 1960 study of property
taxation in Wyoming, says: 7

With the wse of the Boeckh systemn, remarkalbile progres
has been made in the aswessment of improvements, In
most cases, an ieventary of builldings has been taken and
made a permanent recard,  Dieta data ConoeTmdng
many buildings are a matter of record.  The most revedu-
‘I:'rnna.z; development has been that appraisals in many
cases have besn made according to a e systezn.. It
is quite evident that such assessments could not help but
improve over the preexisting procedure of haggling be-
twien the asiessor and the property owners.

But, as Mr. Lockner notes, the counties vary in their
adherence to the system.

Seventeen counties uees this sysiem volantardly, two use

it peleetantly, e county i asing il:.pu:lﬂllr, and another
county b using & modified system in pare. Omne county
r:'rp]:h-rl the Boeckh system, bar does nat allow any depee-
clatlon.  Fioally, cne county dess nod wie the Boeckh
pyitem i all,
Moreover, there are notable departures from the
system, including the Ffailure to use appropriate cur-
rent indexes, and Mr, Lockner states, “As imple=
mented in Wyoming, the Boeckh system is unrealis-
tic and inequitable, ., ¥

The need for equalizing urban land valuations
resulted i the board, im 1955, ordering the coun-
ties to revalus all city and town Jots. It was rec-
ommended that committess of focal citizens be
appointed o assist the asessors—sairch commitioes to
set up zones within cach community and establish
relative values in each zone. By the fall of [9G2
17 counties had completed the lot revaluation,
others had started, and 3 had done m%ﬁ.
hoped that with additional staff members aw tred
by the 1963 legialature, it will be possible to expedite
the lot appraisal project.

The board is required to clasify the land in the
State and to suggest values per acre for each t
Tn 1962 the board revised its valuation figures for
dry farmland and for grazing land, the first notable
revisions since 1948 and 1952, pespectively, For
the several classes of iroigated lands, however, the
values ted have not been chanped since 1933,
Mr. Lockoer, writing in 1960, noted that the sug-
gested values are, in most cases, emploved by the
county assessors,  While the values suggested by the
board have not always reflected current values,
their widespread use should contribufe to uniform-

* allye Q). Lockner, Properiy Tazaffen fn BWyoming,

pp. 121 fF.
" Fkid., p. 6.
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ity. The board is required also to st values on live-
stock and this it does annually, with specific values
:J:t Of VATHIUS l:)a:lu and classes, largely on the basis

of average market £3 in the previous year as
reported by the U.S. Department of Agriculture,
but “no recognition is given to varations in the
quality or grade or to the distance from the lives
stock market centers.™®  Variows other types of
personal property are covered in schedules pre-
scribed by the board, incheding ofl feld and com-
struction  equipment, houschold furniture and
appliances, farm machinery, ete,

State law ides that merchants inventories
shall be listed for taxation, and in estimating the
value the merchant shall take the average value of
such property during the year next previcus to the
time of hsting. Th-: Hmrr.l of Equalization has in-
structed the county asesors to use B0 percent of
the average inventory s l]ll: basis for taxable val-
uation. In a paper presented in September 1962,
Mr. E. A. McKay, director of the Ad Valorem Tax
Department, Wyoming State Board of Equalization,
said, "Our assessors agree that inventory assessments
are our rost difficult problem. . . " He went on
to point out that not all assesoss used the Seate
prescribed system, and in this connection made a
comment which !;B.'l- broad significance for the en-
forcement of any type of Swate regulation of
psmessing ; ¥
.« - No doubt the first question you thisk af is why does
the Board allow this disregard af it order 1 amsure
you that swe have sowdied this problem and while the
Wyoming Board of Egualization has Bresd powens over
assessors, the peralty for moncompliance with it orders
i rather severs s it provides for removal from office [by
the Goversar] for miconduct or neglect of duty and o

my knowledge oo asstesor has been removed from offics
for failing o compdy with a Board arder.

A major feature of the State’s aid to local ames-
sors is the complete appraisals made by the State
staff. The board reported in 1962 that over the 2
grcmus years appraizals had besn maintaimed on

2 industrial plants, This represents all the major
installations in Wyoming. Appraisals are based on
:mpu:l:mns and factual eost data supp[wd by the
companies involved, and the counties are required
to uee the State appraisals as a bass for assess-
ment. When the industrial plant appraisals were
started by the Siate, four FAiSers WeTe Snga
on the project, but the staff for this purpose was
later reduced two, The State staff also does
extensive appraisal work on other buildings and
Etruciures

Level of real estate ascesrment,  Prior to 1925
thers had been statutory ion for asscssment
of real estate at full value, giving consideration to
guality, natural ndvanta.gn,. improvements, ete. A

* Lockner, ap, cit,. p. 7.

"E, A M<Kay, '"Prnb]-n'm Involved in Merchardise In-

Assessment and Equalization,” a paper presented

weEniory
at the Conference of Weitern States Association of Tax
Adminisirators, Denwer, Sept, 0-12, 1862,

constitutional amendment of 1955 and L]
legislation provided that real and
b2 valued and assessed Hlfil.‘l-"i' I.':
the Hoard of Equalization, L-n-dml:r lanﬂ

A ith ol ir.l.l:h.l:!:u.ll t Aaceoem-
rhlwuxz 'I;: i mmd tj:.“':mbw':lm felt thaz

ull value amessments were ot posaible.  Accordingly, in
1955 |h-r1.' adopted the fractional basis of nssessment af

real pra wl:h th: Im:n: of legalizing the existing
prl-::utu an cadstency i the satulory
trestment of pnmmlpmpﬂ:r

Fales ratio .r-l:ud}' An assessment-sales ratio study,
made by Mr. August Shopin at the University of
Wyaming,” showed for real estate a statewide medi-
an ratie of 188 ot in 1937 and 17.9 percent
in 1958, Classified as to wrban and saeal, the me-
dian rating were 194 and 181, tively, in
1957, and 196 and 15.9 in 1958. For the 23 coun-

ties the median ratios were shown to from
14.8 percent to 26.9 percent in 1957, and from 14.4
to 24.9 percent in 19

Legislative Research Committes Stu 19610

In compliance with the Btate egslature's directive
that its Legislative Research Committes study the
Uniformity of Property Valuations and the Equi-
tablences of Relative Tax Levies, a staff report
red by Allyn O, Lockner was presented in
1960, This documernt? described in detail the
existing property tax system in Wyoming and ana-
lyzed procedures and policies. Mr. Lockner gave
attention, too, to basie principles, commenting, for
inmstance, that “underassessment tends to disguise
the true burden of the tax, serves a3 a cover for
various types of inequities, and fnis places the legis-
lative function of fiscal -u:nntm] b ;md he stressed
:hc continueously changing pat-tu-n aof hoth the Pewel
FI-I'I'.IF-EH.'!.I' walwes a I:cmpﬁmtwc 1.r;.|.'|u:.5;, s that
“Given the rapid change in oor present-day econs
omy, and  assessed values are several years be-
hind current values, serious Inequities are inevita-
bl="* He discimsed each type of property, State
assessed as well as locally asessed, describing prac-
tice, indicating inequities, significant discrepancies
in asessments shown by the zales ratio study, widen-
ing differentials between assessed and actual values
for certain of p , and ralsing many
quaunns 4] :ll:lpm\r: property tax in '||-'l.'3|ra|.
ming, Mr. Lockner proposed two “feasible ap-
proaches to the problems.”
The first of these approaches involved changes
to he made under existing administrative frame-
work, and incladed action by the board to: order

'E-;L'lfq i, Lackner, Property Toxation in Wyeming,

P 05,

T Amgast Ehngl-n A Study of Reladionrhip Batoveen Ar-

rermments and .:H? P:rl'.u Real Edalr in l-i-";mm.m

Fearr 1957, 1958, [:I vision of Busimes and Ecomamic Re-

nam‘_'h. Cu]l.e-:e of Commerce and Industry, Unlveraity
Ai_'ll.rrn.inl. Laramie, 1959,

ym 0, Lockaer, Property Tavation dia Wyoming, p.

" Ibid,, pp. B3-64.
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complete revaloation of town lots and provide as-
sistance if necessary; review the Boeckh system, put-
ting it on & current construction basis and adjusting
depreciation provisions, and order all asessors to
use the systemn for 'l.r.a.'ll.mE improvernents; revalug
the several tvpe of lan county by county, on
the basis of curpent ma.r}.:r, values; suggest proce-
dures for better inventory valuation; and employ
additional nonprofessional office personnel to
form elementary accounting checks and clerical
work. The board has statutory authority to carry
out many of thess Linn:,r“:hut for various rea-
sors-——{or example, madequate staff and noncom-
him-l:-l: o I-'I'rtgnn of county assesors—have not
nhh to effectuate this authority,” * (It is
pertinent that since the publication of the study,
the board modified depreciation schedules for
buildings, increased the prescribed values of some
Igalhamd, and asked the 1963 legislature for,
and received, funds to expand its staff.)

For a more comprehensive, long-range, ap-
proach, the report suggested: (1) Curtail duties
of the Board of Equalization so that the members
can concentrate on property tax administeation,
continually scrutinize procedures, and provide well-
informed leadership in introducing as
needed; (2) have professional evaluation of pro-
cedures used in agsessing public wtility propesty;
(3) employ a team of profesional appradsers to

on eontinuous, systematie revalua.tmn of all
local property with complete revaluation 3
to 5 years, to give on-the-job training and other
asistance to local assessors, and to gather infor-
mation pertinent to valoations for their own, cen-
tral staff, and Board of Equalization uses; (4} pro-
vide for continuous pathering, compilation, and dis-
tribution of factual material on values for differ-
ent types of land, construction cost indexes, and
other pertinent data; (3) maintain continooeas sales
ratio studies by a group not dicectly connected with
gcrnp:rl vy tax administration with data on a moving

to Seyear hasis to offset the relatively infrequent
sales in the State, provide wide publiczing of re-
sults in a‘imgl: layman's 1 , and make use of
the studies in property tax administration. Such a
program, it was noted, woold take time for proper
imp!-:mmtali-:ln, probably 3 to § years, and would
increase costs,

It was desi rd however, to “permit Wyoming
to most near n-d‘t the ‘unilformity of prop-
erty valmations :l rlul.- equitablensss of relative tax

levies,' " and coincidentally strengthen the local tax
base, for it B advizable to make more complets
and eguitable utilization of existing taxes than to
arbitrarily impose new taxes" 14

Property tax study of 1962, In 1961 the legis-
lature directed the Legislative Council to study
school finances. The resulting study, The Hiyo-

* Lockner, @ . fif., pp. 310,
= Ihid.; pp. 13-14.
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miing School Foundation Program, incleded one
valume on the riy tax. This report, Folume
H, 4 Pmpﬂ uumﬂ af Pmpmj- Tax Admin-
irfration, stressed the de ence of the schoal
foundation program on property tax and the
need of strengthening the program by improving
the property tas. study discussed such fea-
tures as: exemptions; the level of assessment; in-
creased authority for assessors or aid from the State
in assessing inventories; reorganizing and enlarg-
ing the State Board of Equalization; expanding the
staff of the Board of Equalization; rrml:m_g the office
of assessor appointive and /or requiring appropriate
qualifications; requiring the Board o ualization
to promulgate wntten rules and regulations on the
administration of the property tax, including spe-
cific assesment procedures; and ing anmnual
sales ratio studies, The report said: ¥

In short, avaiable evidence indicates that a correction
of the inadequacies and mequities of the property tax
would seure every Wyoming schoal child at least a basic
W of :mh'-.-uhn as outlined by the Wroming school

fundation

The IE'ES !ngul;ttum took favorable action on
two of the council proposals. Tt increased the mem-
bership of the Board of Equalization [rom three
to five, thus permitting some members more Gme
to concentrate on the property tax. The legislature
alse provided for increasing the board staff by four
members,

Veterans' Exemprion. Wyoming took a notable
step toward strengthening its property tax l;nme:
when it revised it weterans' m:nptu:m pTl:Hl'l.lll:I'l.'l.l
in 1935. Before this cha the law had provided
for an u:m:ﬁ:mu afl 52 tﬁﬁcm property owned
VaEtETANS OT ir widows, This systemn was
in 1917 for Civil War veterans and was extended
from time to time to cover others. The only lim-
itation prior to 1955 was the irement that wets
erans of World War I1 and the Korean War had to
have been residents of the State at the time of their
entering service. This last provision was made ap-
plicable to all veterans in 1’:'&%1J

More important, howewer, was the establishment
in 1955 aof a Hmit on the :oml tax benefit a veteran
eould recebve. The 1955 law declared that the tax
exemption was & bonus for mili service and sct
a ceiling of $800 over a lifetime, The ceiling does
not apply to widows of veterans during thelr widow-
hood, and special provigions were made for disabied
and partially disabled veterans.

In 1955 the total weterans' tax exemption
amounted to §25,052,002 (3.3 percent of the total
taxahle valuation) and represented actual t2x ben-
efits of £1,470 448 1961 the exempt valuaton
wis down to Hl.ﬂ?& and the tax benefit was
SBE2.774. The kst in local tax revenuve i reim-
bursed from the State general fund.

;—Th Wyeming Fehool Fomndation Program, op. cik,
=
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Coordination of State and Federal Inheritance, Estate and Gift Taxes.
Report A-1. January 1961, 134 p,, printed.

Modification of Federal Grants-in-Aid for Public Health Services. Re-
port A-2, January 1961. 46 P offset.

Investment of Idle Cash Balances by State and Local Governments. Re-
port A-3. January 1961. 61 p., printed. o
Intergovernmental Responsibilities for Mass Transportation Facilities

and Services. Report A—+. April 1961. 54 p, offset. (Out of print)

Governmental Structure, Organization, and Planning in Metropolitan
Areas. Report A-5.  July 1961, 83 p., U.S. House of Representa-
tives, Committee on Government Operations, Committee Print, 87th
Cong., 1st sess,

State and Local Taxation of Privately Owned Property Located on Fed-
eral Areas: Proposed Amendment to the Buck Act. Report A-6. June
1961. 34 p., offset,

Intergovernmental Cooperation in Tax Administration. Report A-7.
June 1961, 20 p., offset.

Periadic Congressional Reassessment of Federal Grants-in-Aid to State
and Lacal Governments. Report A-8. June 1961. 67 p., offset.
Local Nenproperty Taxes and the Coordinating Role of the State. Re-

port A-9. September 1961, 68 p., offset.

State Constitutional and Statutery Restrictions on Local Government
Debt. Report A-10. September 1961. 97 p., printed.

Alternative Approaches to Government Reorganization in Metropolitan
Areas. Report A-11.  June 1962, 88 p., offset.

State Constitutional and Statutory Restnctions Upon the Structural
Functional and Personnel Powers of Local Governments, Report
A-12, October 1962, 79 p,, printed.

Intergovernmental Responsibilities for Water Supply and Sewage Dis-
ggmf in Metropalitan Areas. Report A-13. October 1962, 135 p.,

s,

State Constitutional and Statutory Restrictions on Local Taxing Porwers.
Report A-14.  October 1962. 122 p., offset,

Ap?garﬁnnmem of State Legislatures. Report A-15. December 1962,

p., offset.

Transferability of Public Employee Retirement Credits Among Units of
(sovernment. Report A-16. March 1963. 92 p., offset.

¥The Role of the States in Strengthening the Property Tax. Report A-
17. June 1963, (2 Volumes) printed.

fr:dm;f;a! Developpment Bond Financing. Report A<18. June 1963, 96
p., offset.

*Tax Overlapping in the United States, 1961. Report M—11. Septem-
ber 1961, 136 p., printed.  ($1.00)

Factors Affecting Voter Reactions to Governmental Reorganization in
Metropolitan Areas. Report M-15. May 1962. 80 p., offset.

Measures of State and Local Fiscal Capacity and Tax Effort. Report
M-16. October 1962. 150 p., printed.

*Directory of Federal Statistics for Metropolitan Areas. Report M—18.
June 1962. 118 p., printed. ($1.00)

! Single copies of repors may be obtained from the Advisory Commision on Interpovernmental
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