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Assessment Practices Review Panel
August 17, 2011

9:30 a.m.

Commissioners’ Conference Room

Duluth Courthouse
Present:  
Dawn Cole, co-chair



John Heino


John Vigen, co-chair


John Gellatly



Rick Puhek




Fran Hubert



Jim Fisher




Stephen Abrahamson



Bruce Sandberg



Jan Jackson



Gerald Palmquist



Roger Skraba




Jim Aird

Staff:

Dave Sipila




Mark Monacelli


Kerry Welsh




Dan Christensen



Cory Leinwander



Roni Town
Guest: 
Gregg Swartwoudt, City Assessor, Duluth

Not present:
Frank Bigelow
The meeting was called to order at 9:32 a.m. by Assessment Practices Review Panel co-chair Dawn Cole.  Minutes of the August 3, 2011 meeting were reviewed; John Heino moved to accept the minutes as presented, with Jan Jackson seconding.  The minutes were approved unanimously.

Ms. Cole turned the meeting over to Dave Sipila, St. Louis County Assessor, and his staff.  They gave a PowerPoint overview of the mixed assessment system used in St. Louis County.  
Mr. Sipila outlined the goals of the County Assessor’s office:

· Provide customer service

· Comply with State of Minnesota standards

· Employ an efficient and productive staff

· Produce accurate assessments

· Leverage technological tools

· Strive for fairness and equalization

He explained that the current mixed-assessment system has been in place for many years.  County and local assessors work together as a team to perform assessments.  As the future of the assessment function in this county is charted, Mr. Sipila stated we need to be frank in our discussion, not only in the benefits of the current system, but also the problems inherent in the present way of doing business.  He emphasized his respect for local assessors and the work they do.  He stated that it was his job to advocate for good assessment work, and said a question he’d like the panel to consider is whether the present system is the best method for delivering service to St. Louis County.  Looking to the long term, he asked what the strategic plan should be.  
Mr. Sipila distributed a policy and procedures handbook detailing local assessor responsibilities.  The statement, which was first drafted in 1992, indicates the County Assessor has statutory authority to set administrative guidelines for performing assessment work in the county.  The County Assessor also has certain powers to review work performed by local assessors.  Local assessors are not hired by St. Louis County, but are contract employees of individual jurisdictions.  The policy statement defines St. Louis County’s expectations; each local assessor and jurisdiction receives a copy of the statement. 

The statement defines responsibilities in these areas:

· General assessment work flow and responsibility

· Assessment year

· Quintile inspections

· Maintenance activities

· Appraisal standards

· Land valuation

· Building valuation 

· Audit procedure and standards

· Plan submitted for next assessment year

· Follow timelines for completion of assessment

· Deficiencies

· Actions to correct

· Address initial and minor problems on a verbal basis

· Address repeated or significant deficiencies by memo from the County Assessor to the local assessor with a specific compliance date; the memo is copied to the City Council or Town Board and the County Board

· If there is failure to remedy deficiencies as directed and by the prescribed date, corrective action may be taken by the County Assessor and staff, with billing to the jurisdiction for the full cost

Mr. Sipila gave examples of contracted work that did not meet standards set by the County Assessor’s office.  They included

· Inspections reported, but not performed

· Building measurements that were estimated, rather than measured as part of a full physical inspection

· Omission of new construction, exempt parcels, mobile home assessments

· Data entry incomplete or incorrectly posted

· Maintenance not performed; ATFs (Auditor’s Transfer File:  splits, consolidations or tax changes) and sales verifications backlogged

· Lack of participation in annual informational meetings on legislative changes, etc., affecting property valuation
Intervention by St. Louis County assessors requires a significant commitment of hours to correct and repost assessments.  It increases the workload at the county level, pulling employees out of their yearly assessment schedule to manage local issues.  Discovery of deficiencies results in reappraisals, field audits that must be redone, repeated taxpayer contact by appraisers, and appeals before the Local Board of Review and/or the County Board of Appeal and Equalization.  
Inaccurate assessments, misleading sales ratios and statistics, incorrect sales studies and schedules, abatements and tax court settlements are all by-products of deficiency issues.  Taxpayers lack confidence in the assessment system when it is perceived as unfair and unequal.  Deficiencies in the system raise questions about competency, timeliness, reliability, accessibility, workload, and credibility related to the work product.  Problems in the local assessment process foster local indifference to assessment quality, and create frustration for taxpayers and county assessors alike. 

The panel had a number of questions on the subject of local assessment deficiencies:  
What constitutes the main metric for ensuring timeliness, uniformity and fairness?  Is there a specific approach that says, “This is what we mean by timely, and this is how we’re going to measure it.”?
Does the County Assessor speak with local assessors to cover goals for the year?  Do you have the ability to manage them as employees?

Why does a local assessor have multiple jurisdictions, each with different contracts?  Are contracts individually negotiated by jurisdiction?
Is there a standardized contract that ties in legislative requirements for assessment policy that townships should be using so everyone is on the same playing field, doing work as it should be done, not individual agreements separately negotiated? 

Is there no recourse for townships when deficient assessment causes parcels to be missed?

What is in place to correct this?  Who has available remedies?

What is the obligation of St. Louis County to step in and resolve issues?  What authority do they have to do it?

Are there checks and balances in the County Assessor’s office for assessment work?

Who is responsible to whom?

What training does St. Louis County provide for local assessors?  Any field training?  What is the township/jurisdiction’s responsibility for educating assessors?

Do you plan to meet regularly with local assessors and reinforce the importance of how to do things?  As your office discovers a theme of deficiencies, do you center an educational program on that and bring it back to township assessors to identify issues that need to be tightened up?
Who audits county assessors?

Mr. Vigen summarized:  we have a combination of state statutes and policies that tell the county what it is supposed to be doing, and professional standards of licensure, but no one enforcing them.  Taxes are paid but they are apportioned differently than if policies were strictly followed, so perhaps taxpayers end up paying more than they should.  That’s the crux of the problem in the township/county partnership.  How do we resolve that?  How do we create new policy?  How do we move forward to enforce what should be done?
Mr. Monacelli stated that the Department of Revenue has authority to intervene in local assessor issues.  In order to remove a local assessor’s license, the Department of Revenue must be clear on what specific state statute has been violated.  The Minnesota Board of Assessors also has authority to intervene and remove a local assessor’s license, but has historically not enforced this rule.  Mr. Sipila asserted that state agencies have been noncommittal in addressing these problems.  The concern of the St. Louis County Assessor’s office is that while enforcement capabilities exist, they haven’t been used in St. Louis County in the past.

Kerry Welsh, Dan Christensen and Cory Leinwander expanded on other local assessment issues, stressing that procedure and accuracy are particular areas of concern.  Inspections are required within five years, and principal appraisers will work with local assessors to meet state and county standards.  The majority of problems with local assessment, however, appear to be related to limited effort or lack of training.  
The County Assessor holds an annual audit with each local assessor.  Assessment work is reviewed and deficiencies that may have occurred are cited.  If the Minnesota Department of Revenue discovers a significant number of deficiencies through statistical analysis of sales ratios, it will order the affected local unit of government to be reassessed.  This remedy may be insufficient, however, as the reassessment is done by the local assessor.  Attitudes regarding correction also affect the relationship between local assessors and the County Assessor’s office.  Some local assessors appear to be willing to allow county assessors to reassess disputed property values, rather than re-do the work themselves. 
Mr. Sipila expressed dissatisfaction with a system that places statutory and policy responsibility for assessment on the County Assessor, but limits how he can manage his extended staff and their work outcomes.  He put forward these obstacles to efficient management of a large-scale operation:

· Cost versus quality – is it correct for local government officials to have to choose between cost and quality?
· Responsibility for contract workers without authority to hold them to standards

· No accountability for deficient work

· No barrier to future problems

Mr. Heino stated that when looking at the whole system, the issue is not really cost versus quality.  If costs associated with poor quality are accurately measured, money is not saved by finding the cheapest solution. He cited the presentation’s examples of lost revenue to the county and resources devoted to tracking down problems, and stated that quality is usually the most economical measure.    

Mr. Vigen asserted the panel should focus on appropriateness, clarity and efficiency in operations.  If there is a standard to be upheld, it should be equally applied whether the county office performs the assessment or a local or city assessor does the work.  Some regulatory agencies seem to have backed away from their responsibilities, leaving the County Assessor with responsibility for the work, but no effective protocol to respond to problems.  In the private sector, an appraiser who is incompetent or performs unprofessionally can be reported to the Commerce Department.  Depending on the infraction, they can be censured or lose their license. St. Louis County is lacking that piece.  In theory, an assessment policy is in place; the practicality is that it doesn’t work.  It’s not a question of “we” and “they”, it’s how to take the players that are in place and formulate a recommendation that makes it work better than it is.  It was Mr. Vigen’s impression that the information presented helps move the panel toward that.  

Ms. Cole mentioned that due to time constraints, Mr. Swartwoudt’s presentation would be tabled until the next meeting.  Mr. Sipila indicated that he was trying to contact a representative from the Minnesota Department of Revenue to speak at the August 31st meeting.  The session will be held at 9:30 a.m. in Duluth.  The meeting following is tentatively set for September 14th in Virginia at 9:30 a.m.  

Ms. Jackson asked for details on the recent change to homestead exemption laws.  Mr. Sipila explained that the portion of the homestead credit that would ordinarily go to the county will be assumed by all St. Louis County taxpayers.  Homesteaders will get an offset of a value exclusion based on their value.  Theoretically, they will not be hit as hard as everyone else, but commercial, seasonal and other property classes will assume the $6 million that no longer comes from the state.  

A motion to adjourn was made by Jim Fisher, seconded by Jan Jackson, and approved unanimously.  The meeting was adjourned at 12:18 p.m.
Respectfully submitted

Roni Town 

Recording Secretary

