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Assessment Practices Review Panel

November 9, 2011

9:30 A.M.
IRRB Administration Building, Eveleth, MN
Present:  
Dawn Cole, co-chair


Gerald Palmquist



John Vigen, co-chair

Roger Skraba




Stephen Abrahamson

John Heino


John Gellatly



Jim Fisher



Jan Jackson



Jim Aird



Rick Puhek



Frank Bigelow



Bruce Sandberg
Staff:

Dave Sipila



Mark Monacelli





Kerry Welsh 



Roni Town






Cory Leinwander
Not present:
John Mulder

The meeting was called to order at 9:30 A.M. by co-chair John Vigen.  A motion was made by Roger Skraba, seconded by Jan Jackson to approve the minutes of the October 26th meeting; the minutes were approved as presented.  Chair Vigen introduced the presentation by St. Louis County Assessor Dave Sipila, who detailed the county’s assessment fee system. 
Mr. Sipila emphasized that cost is an overriding goal, and that the county strives to get the best value for the dollar in cost appropriateness.  He distributed a flow chart that described how a real estate parcel may be assessed in Minnesota.  (Go to the Document Library, click “+“ on Records & Valuation; double-click Assessment-Practices-St.-Louis-County, select Assessment-flowchart.pdf http://stlouiscountymn.gov/GOVERNMENT/BoardsCommittees/BlueRibbonAssessmentPanel.aspx .)  

The Assessor’s fee schedule is reviewed by the County Board yearly.  Fees are set on three main elements:  the parcel count, the type of parcel (residential, vacant, or commercial/ industrial), and the distance from the County Assessor’s office.  Mr. Sipila was unable to pinpoint a date, but the decision was made early on to base fees on driving distance.  The nearer the parcel is to the Assessor’s office, the lower the fee.  Before 1984, the system had two tiers, north and south St. Louis County.  In 1988, a cost analysis done by David M. Griffith and Associates led to the development of a schedule which allowed for recovery of half the direct cost of services.  From 1990–1992, fees were adjusted to reach the 50% threshold.  An Assessment Fees Advisory Committee convened from 1991–1994 at the request of the Township Officers Association over concerns with fee adjustments, but eventually ceased meeting.  After a long period of stability, the early 2000s saw steep fee increases, with a jump of 23% in 2002 and 36% in 2004.  The County Board appeared to have a change of heart on the 50% recovery.  Since then, smaller increases have been tied to increases in compensation for county assessors, beginning in 2007-08.  
Mr. Sipila analyzed his office’s budget and costs to determine the current fee percentage.  The budget has stayed at around $2,000,000 for the past five years for all services.  Nearly 87% of expenses are personnel-related.  In terms of direct costs, fees account for 42% of the budget; the remaining 58% comes from the levy.  Direct costs are difficult to evaluate without detailed timekeeping, so Mr. Sipila analyzed the estimated percentage of time spent by assessors and appraisers on direct assessment services as opposed to services rendered to the county as a whole.  Statutorily, the Assessor, his assistant and the clerical staff are paid from the county’s general fund, because the bulk of their work focuses on county concerns rather than jurisdictional issues.  Mr. Sipila estimated the direct cost of assessments to cities and townships at $721,849. This puts the Assessor’s office at more than 100% of reimbursed costs.  That figure, Mr. Monacelli added, incorporates the cost of St. Louis County’s employee benefits, including the county’s self-insured health plan.
Mr. Skraba questioned why unorganized jurisdictions don’t pay the fee; Mr. Sipila responded that they are exempted by state statute.  Mr. Gellatly asked if the dollar amount was then a total of fees charged to organized jurisdictions and townships only; Mr. Sipila responded that it was.  Mr. Palmquist asked how many unorganized areas the Assessor dealt with.  Although he could not recall an exact number, Mr. Sipila noted many are sparsely populated, particularly in the northern part of the county.  Of the personnel portion of the budget, Ms. Jackson asked what percentage represented employee benefits.  Mr. Sipila’s figure was an aggregate including salaries, benefits and training.  Mr. Gellatly indicated that the Duluth assessor’s budget had a non-salary figure of about 25%, which others concurred could be generalized across the board.
What do other counties do regarding fees?  Mr. Sipila distributed a statewide survey done by Scott County in 2010.  In a review of fees on residential and commercial/industrial properties, St. Louis County had one of the highest fee rates in the state for improved parcels.  Raw land was near the lowest.  Counties with the “true county” system charge no fees; others with a mixed assessment system choose not to pass along as much of the cost to taxpayers.   
A chart delineating the total cost of assessment identified how the Assessor’s fee is charged by group – County assessed, locally assessed, unorganized, and City of Duluth.  Cost was also broken out by parcel, for a per-parcel amount.  Unorganized jurisdictions are charged no fees by statute; their per-parcel amount is significantly less than other assessed jurisdictions under the current system.  Because Duluth also has a City Assessor, it essentially pays a double fee.  Mr. Skraba asked:  if fees were discontinued and the County Board made them part of the levy, billing each jurisdiction for their share, would the issue of fairness be addressed, and would it produce sufficient resources for the Assessor’s office?  Mr. Sipila stated that it was a question for the panel to discuss, but in his view, it would produce a more equitable outcome.  Ms. Jackson asked how local assessors would be paid under such a system; Mr. Sipila responded that if the Board went in that direction, there would be no local assessors.

Mr. Sipila noted that assessors strive for fairness and equalization in assessment, but St. Louis County’s geographically-based fee system is unequal – in no other area of county government are taxpayers charged by their location relative to county offices.  Large one-year increases in fees create a shift when townships can choose between one or more assessors and the county lacks status to negotiate those contracts.
Looking ahead, Mr. Sipila proposed two directions:  using current statutory options available to the county, either in the existing system or by adopting the “true county” system; or creating a hybrid to meet St. Louis County’s unique needs.  Mr. Vigen asked if a cost analysis with various scenarios could be produced for comparison; Mr. Sipila said he would prepare it for the next meeting.  Ms. Jackson suggested that assessor costs might decrease up to 25% if an all-local assessor system was selected, since contract assessors pay for their own health care and benefits.  A question arose about how cities of the first class fit in with the “true county” system.  Minnesota statutes do not say a city of the first class must have its own assessor, Mr. Gellatly noted; St. Paul does not have one.  However, Duluth’s charter requires the city to have its own assessor, and to make a county-wide change, the city charter would have to be changed.  Mr. Sipila stated that it would have to be determined whether a city of the first class is excluded from a “true county” system.  Mr. Puhek questioned how many additional employees would need to be hired in that system, and how the workload would be distributed.  Mr. Sipila indicated that those issues would be addressed in a cost analysis.  He said whatever path is taken should include a measured plan for change and implementation.                   
Mr. Gellatly noted under a “true county” system, there would be a per-parcel levy, and asked whether the fee would be the same per parcel.  Mr. Sipila answered that it was based on tax capacity and would be rolled into the county levy.

Mr. Heino commented that as a businessman and consultant, his experience confirms that a turnaround can take as long as six months to assess and three years to implement.  In government or private sector, one first looks at the mission, then determines the desired outcome.  The panel seeks a process that’s timely, uniform and fair.  There are two enemies to the operation of a system:  complexity and variances.  Being objective about the assessment process, the “true county” system is less complex with fewer variances, and at peak efficiency, is likely to cost less.  Appraisals and  appeals have many inherent variances, creating a shift in focus to address variances rather than core functions of the system.  Are benefits of the current system enough to offset the fact that the system is so complex?  Effectiveness (are we doing the right things?) and efficiency (what could we do better?) are two targets.  How uniform can the current system be when we add the technology piece?  Are we looking ahead to the next generation of technology in terms of investment and return?  Can we have one computer system with equal access for approved users?  St. Louis County cannot currently control who does assessments.  With due process, the county should be able to curb non-compliance by asserting an assessor may not be hired within St. Louis County based on past unacceptable performance.  Between assessment and dispute resolution, care should be taken when evaluating the system to look for and eliminate unnecessary complexities.  At present, too many resources are devoted to variances.  If no change occurs, more money will be needed for staff and technology to do the job right the first time.           

Following a brief recess, Chair Vigen resumed the meeting with Ruurd Schoolderman, who will compile the panel’s recommendation.  Mr. Monacelli prefaced Mr. Schoolderman’s remarks by thanking the panel on behalf of the Assessor’s office, County Board, and administration for their dedication to the process.  He commended them for their attendance, which is upwards of 90%.  The panel, after gathering a great deal of information, must now deliberate on developing a system that is tough, not from a taxpayer perspective, but an internal point of view.  The goal is a system that is timely, uniform and fair.  More information will be provided as requested.   

Mr. Schoolderman suggested the panel begin by asking what prevents St. Louis County from having a timely, uniform and fair system.  Does the current system work?  What deficiencies exist?  What does a cost/benefit analysis conclude?  He proposed weighing four specific areas:  

1. Current practices – roles and responsibilities
2. Oversight and quality control

3. Use of technology and innovation

4. Best practices
Panel members gave their observations.

John Heino:  The system is more complex than it needs to be.  

John Vigen:  There’s a quality control issue:  who does the work?  How do you control deficiencies?  A disconnect exists between contract assessors and county assessors – a better working relationship is needed.  
Roger Skraba:  Could St. Louis County write township contracts, or make them uniform?  In a “true county” system, what are the cost implications, shifts and distribution?

John Gellatly:  Consider the cost implications of a different system.  If St. Louis County takes over Duluth’s assessment, it would cost more.
Rudy Schoolderman:  Among four management elements – the Department of Revenue, the State Board of Assessment, local jurisdictions, and St. Louis County – the County Assessor has the lease amount of authority.  He can’t hire, fire, negotiate, or penalize.
John Heino:  Can the county focus its resources on its mission, or must it concentrate on variances?  How can we make this system work more like an integrated system?

Roger Skraba:  Where are the checks and balances?  

John Gellatly:  The state enforces only the median sales ratio.  Any other standard – equity, quintile or other – is not enforced.  

John Vigen:  When St. Louis County upgrades technology, contract assessors don’t receive it without purchasing it themselves.  How do get them the same equipment and training?

Dawn Cole:  Can we function as a “true county” system without organizing as one?  Duluth staff issues are problematic.  What about MCIS?  In a troubled economy people appeal assessments and file in Tax Court.  Meeting minimum guidelines may not be enough for the county’s needs.  

Frank Bigelow:  Should we look at Vanguard as an alternate system?

John Vigen:  Contract assessors who don’t attend trainings miss new information and increase the information gap.  Contract assessors are not called appraisers, as city and county staff are.  

John Heino:  The CAMA question must be addressed; more information is necessary.  

Roger Skraba:  It’s imperative to know that all technology is compatible.  Can assessor data be converted to state systems?

Rick Puhek:  Logging in to a secure system is an ongoing problem.  While using MCIS, you can be booted from the system and lose the data you’ve entered.  

John Gellatly:  Connectivity is the problem.  

John Heino:  In the recommendation we need to say, “We looked at…we suggest…” – perhaps not a specific vendor, but a way to tell them we examined technology as an important piece.  With technology that increases efficiency, staffing costs can be contained.

Jim Fisher:  There are lots of legislative issues.  Everyone has to do the same thing.  Computers have to work.  And the St. Louis County Assessor needs more control.   

Frank Bigelow:  What should/shouldn’t/isn’t the Department of Revenue doing in regard to the city of Duluth?  We need legislation to give focused administrative oversight with assessors.
Stephen Abrahamson:  Do we look at the investment aspect of costs in a revenue-poor environment, short- and long-term?  How do we change the overall process to improve?  
Dawn Cole:  Townships and cities must collaborate.  Fees and restrictions should be charged for non-compliance.  Education, communication and technology are vital.  We should expect that a local assessor’s information is correct -- no tolerance for cases passed on to the county.  
Jan Jackson:  What the county doesn’t control is removing someone contracted locally.  All assessors are audited annually.  Local assessors do one-fifth of a jurisdiction each year.  The county assesses a whole jurisdiction in one year and skips four.  Should we all do the same?

Roger Skraba:  Townships take an active role in their boards of appeal and equalization; they have importance in local politics.  

Bruce Sandberg:  Because Dave’s staff is smaller, education is not what it was;  he relies more on local assessors to complete necessary work; and we get fewer phone calls and reports.  

Roger Skraba:  Why are unorganized townships exempt from a fee that all others pay?  When the County Attorney defends the work of local assessors in Tax Court, the jurisdiction should be billed for work done to prepare for trial.  

Gerald Palmquist:  If Duluth’s Tax Court bills are being settled, we all cover the debt.  Unorganized townships should pay at least the average of what other local governments pay.  
Chair Vigen concluded the session by asking Mr. Schoolderman to compile the day’s notes and send them for distribution in an e-mail.  He will summarize the discussion to allow the panel to decide what to work on in the next meeting.  To facilitate the anticipated December completion, the panel decided to convene again November 16th in Duluth and November 30th in Eveleth, with a backup date of December 7th.  Mr. Monacelli advised that meetings may be longer as the recommendation develops.  

The meeting was adjourned at 12:07 P.M.  

Respectfully submitted,

Roni Town
Recording Secretary

Mr. Schoolderman’s synopsis has been included in these minutes as an addendum.      

Deliberation notes November 9th 2011 – IRRRB offices

Findings current assessment practices

· The current assessment system is more complex than a true county system.  Multiple entities are responsible for quality control and can operate relatively autonomous. As a result the current system has more variance between jurisdictions’ assessment practices than one would expect to have with a true county system in which quality control is under one umbrella. 

· The county lacks direct quality control over the local assessors’ performance as they are contracted or hired by the local jurisdiction. 

· The main remedy by the county to address failure to meet quality standards by local assessors is to step in and redo the assessment at the local jurisdiction’s cost, which is a heavy measure.

· If the panel recommends continuing with the current system it should define the rationale why fixing the current system is preferred over moving toward a true county system so that each option can be weighed objectively based on its merit.

· The cost implications of maintaining the current versus shifting to a true county system should be analyzed. Compare the business cases of maintaining the current system versus a true county or other system for a 5-10 year period. Key questions in this are:

· How does a true county or other system shift or increase cost? What are the implications for fairness and uniformity?

· What are the implications relating to legacy system cost versus investment in a new system?

· What are the costs of fixing identified problems while maintaining the current local assessor system?

· What are the implications of moving to a true county system for cities of the first class?

· City needs to change its charter to transfer assessment responsibility to the county

· Can have implications for staffing as in many cases assessment is one of multiple functions of a city office.

· There is a disconnect between local (contract) assessors and the county impacting the TUF principles. These should operate more as a partnership.  

· County and local assessors go through the same training and same license requirements. However, currently there is no mandatory participation in county trainings for local contract appraisers. This creates a gap in uniformity.

· Lower staff levels at the County impact the ability to communicate and coordinate with local assessors which impacts linkage and therefore uniformity.

· Question, what specific problems does this disconnect create?

· Question, what measures should/can be taken to make the current system a more integrated system?

· There are 4 entities involved in the assessment quality control system.  The county has limited remedies to address quality control issues. The other entities have historically demonstrated a lack of interest/reluctance in addressing issues when problems occurred in St. Louis County.  The county needs resources and authority to manage quality control. Suggestion made to look at legislative changes to increase county’s ability to manage quality control. The key players and their roles are:

· Local jurisdictions - Contract with assessor and set quality control standards. Oversee proper execution of contracts by local assessor. Can withhold payment, terminate contract. County has no say in this or direct oversight.
· County – final responsibility to annually report assessment information to the Department of Revenue that meets statutory quality requirements. Can step in and re-assess at cost of local jurisdiction if assessments do not meet minimum requirements.

· Department of Revenue – Oversees county assessment process and quality assurance in line with statutory requirements (currently only actively enforces assessment - sales ratio).
· Board of Assessors – oversees licensing of assessors including setting minimum qualifications, certification and professionalism/ethical conduct of profession. Can withdraw licences.

· The current DoR enforced quality measure is the assessment to sales ratio.  This ratio reflects an average but is not necessarily a good indicator of the quality of the assessment practice (in particular in measuring uniformity and fairness of the assessment).

· Current lack of quality of assessments at local level impact County resources when handling tax court cases. Setting clear expectations on quality can help prevent unnecessary cost. 

· Local government control, which includes assessment, is politically an important issue for townships.

· There is an inequity in the assessment fee structure resulting in locally assessed jurisdictions paying more than county assessed unorganized townships. This impacts fairness of the distribution of the assessment cost.

Technology issues:

· There is a disconnect between technology use/access by county and contract appraisers. This has an impact on uniformity. A key question is how this can be addressed within current assessment practices. Drivers in this include access to bandwidth, system compatibility, computer literacy of assessors. 

· There is discussion on which system is appropriate to register assessment information. Systems include MCS and CAMA.  

· Final report needs to include a discussion on key technology questions. Report needs to include strategy to assess what technology options are and appropriateness for county system (e.g. implications local assessors vs. true county system of other form). 
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