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Assessment Procedure in Minnesota

Equitable assessment is a necessary basis for a fair

distribution of the property tax burden.
Our PreESENT SYSTEM
2800 local assessors, most of whom are elected. No
qualifications are needed. They work only a short
time in each year.
Results:

I. Poorly qualified assessors are evaluating real prop:
erty, which is work that calls for highly qualified
(.'XPL"I‘I.'\.

Assessments are made too infrequently. Continu-
OLSs assessment '\'(_‘.i'\']‘\-‘_' ]" ”l_:{.-(.‘.'\.\.ll'}'.

LIIH!L]' :Iilt[ over \';|§H:|Ii[111\ are [ch\'.]]t‘iﬂ. Over
assessment causes {!L']ill&]m-m‘)',

Political and ]‘L'I'.‘\.(JI‘I\JI influence determine many
assessments.

Discriminations are made against individuals and
localities.

Much taxable property is omitted from the tax
lists.

Equalization cannot satisfactorily correct the

work l'il the local assessor.

The County ASSESSOR SYSTEM

87 L[lr.liitin'([ trained assessors chosen on the basis of

merit from civil service lists either by the County

Board or the State Tax Commission, working under

'.‘l‘.(_' '[‘-1\ (:IIJ]H”]\.\.I[H] .l|1f] ]'t']nll\\'_'li !Z-'l'l]}' 1‘“! Cdllsc [1\
that body.
Results:
l. Fewer assessors could be supervised more easily.
2. They would be removed from political pressure
or |‘L'I"_‘x|1[l.|| influence.
They could be trained as economic experts along
dAssessment ]i]]t.“-..
Assessment would be continuous.
Assessment would be more scientific, fewer over
and under valuations.
There would be more property on the tax rolls.
Variations of judgment would not be found so
frequently.
Assessors would be able to aid in the administra-
tion of the Income Tax Law, as in Wisconsin.

Minnesora Leacue or Wosen Vorers

914 Marquette Avenue, Minneapolis




THE PLATFORM

?he Platform consists of governmental issues and specific legislation to which!
the League has given sustained attention throuch the vears, The League may
pesume suonvort of any such issues or specific legislation whenever the State
Board shall decide that active work is needed for (a) the preservation, im= |
brovement or enforcement of legislation oreviously enacted into law, or (v)
the passage of any such legislation not vreviously enacted into law, _J

CHILD WELFARE:

Repulation of emoloyment of children in
street trades

Accentance by legislature of Shenpard-
Towmer Maternity and Infancy Act
Increased maximum mother's allowance

Reimbursement of counties for 1/3 of
their expenditures nnder Mother?®s
Allowance Law

Raised marriageable age of girls
from 15 to 16, except with

approval of juvenile court judge

Appropriation of $43,000 a year for
infancy-maternity work, nearly compen-
sating for withdrawal of federal aid

Prohibited theatrical employment of
children under 10 years of age
(The "Stage Child" Bill)

Ratified Child Labor Amendment

Included girls as well as boys up to
age 21 under minimum wage law

Aid to Dependent Children

STATUS OF YOMEN:
Limited work week of women in industry
to 54 hours
Made women eligible for jury service
Removed discrimination against employ-
ment of women in public services
because of marital status, through:
(1) Ovposition to amendment to Teacher
Tenure Law proposing abolition of all
married teachers
(2) Opvosition to 2 bills and 2 reso-
lutions making possible dischargze of
married women from oublic employment

SOCIAL PROBLEMS AFFECTIIG GEWFRAL TELFARE:
Improved marriage laws - 5-day waiting
period between application for a
marriage license and its issuance
Adequate lay representation on Welfare
Boards
Termissive Legislation to enable Minne-
sota to participate in the Federal
Public Housing Program -

Extention of Public Health Bervices,
including:
(1) Larger Units of Public Health
Services

~ (2) The Public Health Nursing Bill

Merit provision in Minnesota Unem~=
ployment Compensation Act relating
to administration, personnel

IMPROVED EDUCATIONAL OPPORTUNITIES:

Mirimum school year increased from
6 to 8 months

Enforced compulsory school attendance
Secured physical educaticn in all
schools

Revised State Aids to Schools
Secured Teacher Tenure Law for
cities of first class

Reorganization of State Teachers!
Retirement #und

Reorganization of School Units
Secured survey for reorganization of
School Districts in each County

ENCREASED EFFICIENCY IN ADMINISTRATION

OF GOVERIMENT:

Aovointed Interim Comm, on Reorgani--
zation of State Departments

Established a Legislative Research
Committee

Provided equitable assessment of
proverty through creation of office
of Supervisor of Assessments or
County Assessor for each County

A State Civil Service System

Ratification of "Lame Duck amendment
(Ratification by Minnesota of 20th
amendment to Constitution of the
United States)




STATE OF MINNESOTA

FORTY-EIGHTH ) N 55
. SESSION ( H- F o L 8

Introduced by Mr. Day, W. H.

February 7, 1933.

Referred to Committee on Taxes and Tax Laws.
Reported back Mareh 17, 1933.

Matter in italies is new ; matter in eapitals when in () is old law to be omitted.

A BILE

For an Act Providing for County Assessors and Relating to the Assessment and Hqualization of Property for
Purposes of Taxation.
it enacted by the Legislature of the State of Minnesota:

SeerioN 1. The county board of any county in this state having a population of less than 150,000 accord-
ing to the last decennial census may provide for the assessing of all the property in the county by a state officer
to be known as the county assessor, instead of by local assessors. The county board desiring to make such
change shall, at any regular meeting hefore September first of any year, adopt a unanimous resolution estah-
lishing such county assessor system of assessing the property in the county, and shall thereupon appoint a
county assessor who shall be a resident of said county and whose term, duties, powers and compensation shall

be as hereinafter provided. He shall be appointed for a term of four years, eommenecing on Oectober first
next following the date of his appointment. Every four years thereafter the county board of any county
establishing such system shall appoint his successor to serve for a like term. He shall. before entering upon
his duties, execute an oath and shall furnish a bond, approved by the county hoard, in sueh form and in
such amount as may be required by the Minnesota Tax Commission. Said oath and bond shall be recorded
in the office of the register of deeds and shall be filed in the office of the Minnesota Tax Commission. Every
deputy assessor appointed as hereinafter provided shall in like manner exeeute and file an oath and bond.

SEC. 2. County assessors shall receive as compensation for their services, payment to be made in monthly
installments out of the county treasury upon warrant of the county auditor, an annual salary of not less than
$1500.00 nor more than the amount of the salary fixed by law for the county auditor of the county for
which the said county assessor is appointed. The amount of the salary herein provided shall be ﬁx;d.‘ under
the limitations in this section contained, by the board of county eommissioners of each county.

In addition to such salary the county assessor shall receive an allowance fixed by the county board for
his necessary traveling expenses while in performance of his duties outside the county seat of his county.

SEC. 3. Whenever any county assessor finds that he cannot, by devoting his entire time and attention to

the duties of his office, make the assessment of property required by law. he is hereby authorized to appoint.
Proj : | p A 1




6

10

11

12

-

(]

2

with the consent and approval of the county board, one or more deputy assessors, who, subject to the super-
vision of the county assessor, shall have the same powers and duties as are herein imposed upon the county
assessor, for whose malfeasance or nonfeasance in the performance of their duties the county assessor shall
be held liable.

Such-deputies shall hold office during the pleasure of the county assessor.

The number of deputies in any county shall not exceed one deputy for each 5,000, or major fraction thereof,
of the population of such county unless the Minnesota Tax Commission shall authorize an increase in such
number.

The compensation of each deputy engaged in field or office work shall be fixed by the ecounty board.

The compensation of a deputy shall be paid out of the county treasury upon the warrant of the county
auditor after allowance by the county hoard.

The claim of the deputy before allowance shall have attached thereto the affidavit of the county assessor
stating the amount due such deputy.

Sro. 4. The county assessors and their deputies herein provided for shall be under the supervision and
direction of the Minnesota Tax Commission and shall do and perform such work and render such informa-
tion and reports relative to matters of taxation as such commission may from time to time direct or require.

Ske. 5. Every county assessor shall devote his entire time to his duties as such assessor and shall not hold
any other position of trust or profit, or engage in any occupation or business interfering or ineonsistent with
his duties as such assessor: nor shall he or any deputy appointed by him serve on or under any committee of
any political party, or contribute any money in the inferest of any political party or organization, or take
active part in any political campaign.

Skc, 6. Any county assessor may be suspended or removed by the Minnesota Tax Commission, with the
approval of the governor, for incompetency or inability to satisfactorily perform his duties, or for misfeas-
ance, malfeasance or nonfeasance in the discharge of the duties of his office. Provided, that no such re-
moval or suspension shall be made until such officer shall have had a reasonable opportunity to appear and
defend himself before the governor and the Minnesota Tax Commission.

Spe. 7. In ease of a vaeaney in the office of county assessor, the county board shall appoeint a suitable per-
son to fill said office for the unexpired term. who shall qualify in the manner herein provided.

Sk, 8. The county board of each county shall provide suitable office room at the county seat for the
county assessor, with suitable furniture and heat and light, and also such books, maps, blanks, paper, sta-
tionery and postage as may be necessary for the discharge of his duties.

Seo. 9. The county auditor shall annually provide the necessary assessment books and blanks at the ex-
pense of the county.

[Te shall make out in the real property assessmeni book complete lists of all lands or lots subject to taxa-
tion, showine the names of the owners, if to him known, and, if unknown so stated, opposite each tract or
lot, the number of acres, and the lots or parts of lots or blocks included in each deseription of property.

The list of real property becoming subject of assessment and taxation every odd numbered year may be
appended to the personal property assessment book of such year.

The assessment books and blanks shall be ready for delivery to the county assessor on or before the first

Monday of April of each year.
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Sec. 10. The county assessor shall actually view, when practicable, and determine the value of each
tract or lot of real property listed for taxation, and shall enter the value thereof, including the value of all
structures, improvements and attached machinery thereon, opposite each deseription.

He shall make an alphabetical list of the names of all persons liable to assessment of taxes for personal
property and for money and credits in each assessment distriet of the county, and shall require each person
to make and deliver correct lists and statements of such property, according to the preseribed form, which
shall be subseribed and sworn to by the person listing; and the assessor shall thereupon determine the value
of the property in such statements, and enter the same in his assessment book opposite the name of the per-
son assessed, with the name and post office address of the person listing the property, and if he reside in a
city, the street and number, or other brief deseription of his residence or place of business,

If any property is listed or assessed after the fourth Monday in June, and before the return of the assessor’s
books, the same shall be as legal and binding as if listed and assessed before that time.

Sec. 11. The county assessor shall, as soon as practical and prior to the third Monday in June each year,
mail to each person against whom an assessment of personal property or of money and eredits appears, a state-
ment of the total amount of such assessment against such person, and also notice of the meeting of the local
board of review and of the county board of equalization, which statement and notice shall be in such form
as may be preseribed by the tax commission.

The failure of the eounty assessor to mail such notice, or of any person to receive the same, shall in no
way operate to invalidate such assessment or the taxes thereon.

Sec. 12. The county assessor shall foot each eolumn in his assessment books and make in each book
under proper heading, a tabular statement showing the footings of the several columns on each page. .

He shall also foot the total amounts of the several eolumns under the respective headings.

Said assessment books shall be verified by the certificate of said assessor substantially in the following form :
STATE OF MINNESOTA )

Goutity of = )

County Assessor of ... > ___ County, Minnesota,
do hereby certify that the book to which this is attached contains a correct and full list of all the (real prop-
erty or personal property, as the case may be) subject to taxation in (assessment distriet) in said county,
so far as I have been able to ascertain the same, and that said assessment is according to law.

Sec. 13. The county assessor shall, before the fourth Monday in June of each vear, deliver or cause to he
delivered to the elerk or recorder of each assessment distriet in his county, the assessment books, together
with all lists and returns to him made relative to the assessment of property therein.

Such books, lists and returns shall be by the clerk or recorder submitted to the board of review of such
assessment distriet.

Sec. 14. The town board and eclerk of each town, the council and elerk of each village, and the elerk and
three members of the ecity couneil, to be by it selected for that purpose, of each ecity, except in ecities whose
charters provide for a hoard of equalization and except as provided in General Statutes 1923, Seetion 2035,
shall be a board of review.

Such hoard shall meet on the fourth Monday in June at the office of the elerk, who shall ex-officio be the

clerk of the board.
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The board shall proceed to examine the assessment books for such assessment distriet and see that all the
taxable property therein has been placed upon the list and duly valued by the assessor. The assessor or his
deputy shall be in attendance at such meeting of the board of review and the board of review may adjourn
to such a date as the assessor or his deputy may attend.

In case any propery, rveal or personal, has been omitted the board shall place it upon the list and duly
value the same.

The board shall correct the assessment so that each tract or lots of real property and each article, parcel or
class of personal property shall be entered on the assessment list in conformity with law; but no assessment
of the property of any person shall be raised until he has been notified of the intent of the board so to do.

On the application of any person feeling aggrieved, the board shall review the assessment and correct it as
it shall appear to them just.

A majority of said members may act at such meeting and may adjourn from day to day until they shall

.
finish the hearing of all cases presented.
All complaints of residents of the assessment distriet in reference to assessment of property shall be

heard by the local board, but the eomplaint of non-residents in reference to the assessment of any property,

and of any person in reference to any assessment made after the meeting of such board, shall be heard and de-

termined by the county board of equalization.
.

The elerk of the board shall note upon the assessment books in a separate column all changes and addi-
tions made by the board and shall, not later than the first Monday in July, deliver said hooks, lists, returns,
and all papers relating thereto, to the county assessor.

- In all cases where unorganized ferritory exists in any county, the duties of the board of review for such
territory shall be performed by the county board of equalization at its regular meeting provided for in this
act.

Swe. 15. The county commissioners, or a majority of them, with the county assessor and the county
auditor, shall form a board for the equalization of the agsessment of the property of the county.

The board shall meet annually on the third Monday in July at the office of the county assessor and, each
member having taken and filed with the county auditor an oath fairly and impartially to perform his duties
as such, shall inquire into the valuation of the various classes of property in the respective assessment dis-
triets of the county and make such changes in the assessment of property as shall be necessary in order to se-
cure an assessment of property according to law, and in so doing they shall be governed by the following
rules, except as otherwise provided for in this act:

First: The board shall raise or lower the valuation of any tract or lot of real property, and of any
item of personal property of any individual, which in the opinion of the board, is undervalued, or overvalued,

to such a valuation as it believes to be in conformity to law. Defore the valuation of any tract or lot of real

, property or any item of personal property of any individual shall be raised the board shall give notice of its

intention so to do to the person in whose name the same is assessed as hereinafter provided. Such notice shall
be given by mail addressed to such person at his postoffice address as shown on the personal property assess-
ment list in the case of personal property, and in the case of real property at his postoffice address, if known

to the board. Failure to mail such notice shall not invalidate such assessment or the taxes based thereon,

L]
Second: The board shall equalize the valuation of the several assessment districts in the county either by
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adding to or deducting from the value of any elass or classes or real property or of personal property such
percentage as may be necessary to make the assessment thereof conform to fhe provisions of law.

Third: The board shall place upon the appropriate assessment list any real or personal property which
has been omitted therefrom and value the same according to law.

Fourth: The board shall hear and determine any complaints made in reference to the assessment or valu-
ation of any property in the county which may be made to them by the owner of sueh property or his agent or
attorney.

Sre. 16, The county board of equalization may continue in session and adjourn from time to time during
four weeks, commeneing on said third Monday in July; but after final adjournment the board shall not
change the assessed valuation of the property of any person or reduce the aggregate amount of the assessed
valuation of the taxable property of the county.

The county assessor shall keep an accurate record of the procecdings and the orders of said board, which
record shall be published in the same manner as proceedings of the county commissioners, and a copy of such
published record shall be transmitted to the Minnesota Tax Commission with the abstract of assessment in
this chapter hereinafter required.

Spe. 17. The county assessor shall calculate the changes of the assessment lists determined by the county
board of equalization, and make corrections accordingly in the real or personal assessment lists or both, as
the case may be.

He shall make duplicate abstracts of the corrected real and personal assessment lists, one of which he shall
file in the office of the county auditor and one he shall forward to the Minnesota Tax Commission on or be-
fore the fourth Monday in August.

Qpe. 18, The Minnesota Tax Commission shall examine and compare the returns of the assessment of
property in the several counties and equalize the same so that all the taxable property in the state subject
to the eceneral tax shall be assessed substantially according to law.

In performing this duty it shall have power:

First: To add to or deduet from the valuation of each class of real property or of personal property in
any county or in any assessment distriet which it believes to be overvalued or undervalued such per cent as
will make such assessment conform to the provisions of law.

Second: To raise or lower the valuation of any tract or parcel of real property or any item of personal
property of any individual to such valuation as it believes is in conformity to law; but before the valuation
of any tract or pareel of real property or any item of personal property of any individual shall be raised the
commission shall, not less than five days before the hearing thereon, mail a notice of such hearing to the
owner of such property if his address be known to the commission, and at such hearing the owner of such
property or his agent or attorney may appear and be heard. Failure to mail such notice shall not invalidate
such assessment or the taxes based thereon.

Third: To require the county assessor to furnish statements showing the assessment of any real or per-
sonal property within his county.

Provided. however, that nothing in this chapter contained shall be so construed as to in any manner cur-
tail or affect the power to raise or reduce the valuation of any property conferred upon the Minnesota Tax

Commission by existing laws.
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Sec. 19. A record of all proceedings of the Minnesota Tax Commission in the exercise of its powers af-
fecting any change in the assessed valuation of any property, shall be kept by the secretary of the commission
and published in the biennial report of said commission; and a copy thereof duly certified by said secretary
shall be mailed to the county assessor of each county wherein such property is situate.

Said record shall specify the amount or pereent added to or deducted from the valuation of the real proper-
ty of each assessment distriet in each county, and also the per ceent or amount added to or deducted from
the several classes of personal property, and the amount added to or deducted from the assessment of indi-
viduals, co-partnerships, associations or corporations in each assessment district of each county.

The eounty assessor shall add to or deduct from each tract or lot of real property in his county, the re-
quired percent on the valuation thereof as it stood after the equalization by the county board, adding in each
case a fractional sum of fifty cents or more, and deducting in each case any fractional sum of less than fifty
cents, so that no valuation of any separate tract or lot shall contain any fraetion. of a dollar; and he shall
also add to or deduct from the several classes of personal property in his county, the required per cent or
amount, or both, on the valuation thereof as it stood after equalized by the county board, adding or deduet-
ing in manner aforesaid, any fractional sum, so that no valuation of any separate class of personal property
shall contain a fraetion of a dollar, and shall also add to or deduet from assessments of individuals, co-part-
nerships, associations or eorporations, as they stood after equalization by the county board, the required
amounts to agree with the assessments as returned by the Minnesota Tax Commission.

Sec. 20. The county assessor shall within four weeks after the receipt by him of the certified copy of
the proceedings of the Minnesota Tax Clommission relative to the equalization of assessments as provided by

Section 21 of this act, enter in the appropriate assessment books of his county, all changes in the assessed
valuations made by the tax commission, in such manner as to show in appropriate columns, the total equalized
raluation of personal property assessed against each person and the total valuation of each deseribed tract
of real estate contained in such assessment books, and shall within said four weeks certify to the correctness
thereof and deliver said books to the ecounty auditor.

SEC. 21. The county auditor shall make out the tax lists in such form as may be from time to time pre-
seribed by the Minnesota Tax Commission. He shall caleulate the rate per cent necessary to raise the required
amount of the various taxes on the assessed valuation of all property as returned by the county assessor as
provided in Section 20 of this act. But in caleulating such rates, no rate shall be used resulting in a fraction

other than a decimal fraction or less than one-tenth of a mill. And in extending any tax, whenever it amounts

3 to the fractional part of a cent, it shall be made one cent. The fax lists shall also be made out to correspond

with the assessment books in respect to the ownership and deseription of property and the valuation thereof
in such manner and to such extent as may be from time to time preseribed by said tax commission, with
columns for the various items of taxes included in the total amount of taxes set down opposite each name
and deseription. Opposite each deseription of real estate which has been sold for taxes, and which is subjeet

to redemption but not redeemed, shall be placed the words “‘sold for taxes’’, and opposite each description of

(]

ié

real estate for which the tax of the preceding year is delinquent, shall be placed the words *‘delinquent tax.’
The amount of all special taxes shall be entered in the proper ecolumns, but the general taxes may be shown

by entering the rate per cent of each tax at the head of the proper columns without extending the same, in

which case a schedule of rates per cent of such taxes shall be made on the first page of each list. If the auditor
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shall fail to enter on any such list before its delivery to the treasurer, any tax levied, such tax may be sub-
sequently entered by the auditor.

Sec. 22.  Every county auditor, and every county assessor or deputy assessor who in any case refuses or
knowingly neglects to perform any duty enjoined on him by this chapter, or who consents to or connives at any
evasion of its provisions whereby any proceeding required by this chapter is prevented or hindered, or where-
by any property required to be listed for taxation is unlawfully exempted, or entered on the tax list at less
than its taxable value, shall, for every such negleet, refusal, consent or connivance, forfeit and pay to the
state not less than two hundred dollars nor more than one thousand dollars, to be recovered in any court of
competent jurisdiction,

Sec. 23. For the purposes of this aet;

(1) A ““elass™ of real property shall mean any one of the following: Lands exelusive of structures, im-
provements and attached machinery; structures, improvements and attached machinery exclusive of the land ;
unmined iron ore; platted lands; unplatted lands.

(2) A ‘““elass’ of personal property shall mean any one of the following: Any elass of such property pre-
seribed by General Statutes 1923, Section 1993; any item, group or eclass preseribed by the tax commission
under the provisions of General Statutes 1923, Seetion 2019.

(3) For purposes of equalization by county hoards of equalization and by the Minnesota Tax Commission,
““assessment distriet”’ shall mean any town, village, borough or city, whether it be a separate district for as-
sessment or taxation purposes or not.

Spe. 24.  The respective offices of township, town, city, village and borough assessors in any county adopting
the eounty assessor system as herein provided are hereby abolished from and after October 1st following the
adoption of the resolution required by Seetion 1 hereof.

Sec., 25.  All aets and parts of acts insofar as they are inconsistent with the provisions of this aet are

hereby repealed.
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ASSESSMENT OF PROPERTY IN MINNESOTA

By Mrs. W, B, Richards

The valuation of property fer the purpose of taxation is known as sssessment, Ex-
cept in Ramsey Ceunty,which is an assessment unit itself, the work of assessment is
done by local assessors in towns, villages, and cities, There are now 2700 separate
assessment districts in the state, most of them with assessors elected every two
years, In cities, the assesser is usually appointed by the city council or commis-
sion although even here some are elected. Real property is assessed in the even=-
numbered years at the valuation on May 1., Personal property is assessed annually at
its valuetion on May 1.

Before each annual assessment, the assessors of each district are given the neces~
sary boeks, blanks, etc., published at the county's expense, by the county auditor,
In the even-numbered years, they are given in addition the real estate assessment
books with lists of all lands and lots subjeot te taxation in the county together
with the nemes of owners, as well as other information., The auditor must have this
equipment in the assessors' hands by the third Monday in April, The assessment work
must be completed and the reports in to the county auditor by the first Monday in

July.

Every spring, the assessors meet in the office of the county auditor at which time a
member of the State Tax Commission is usually present, Here the problems of assess-
ment are discussed, mistakes of the preceding year talked over, and recent changes
of the tax laws explained., The assessors are paid mileage to and from the meeting
plus $4.00 per diem while there. Assessors may appoint deputies and ask advice from
the county auditor at any time,

Some assessors do the work in their spare time or on certain set days, but they must
keep a record of their time, Separate blanks are used for the assessment of moneys
and oredits, This blank is filled out by the owner, and the assessor is practically
forced to accept the statement of the person as to the amount of his moneys end
credits, Here is where the honesty of the taxpayer comes into the picture,

Fractional Prior te 1914, the law required that all property be assessed at its full
Valuation and true value, but fractional valuation had been so generally the rule
that the law was changed to conform more or less to practice., The 1913
law divided property inte four groups. There have been amendments since that time so
that the tax rate is now applied to the fractional valuation of property as follows:

Class 1 - Iron ore, mined or unmined, assessed at 50 per cent of true value.

Class 2 - Household goods and furniture, wearing apparel and personal property used
by the owner for personal and domestic purposes, assessed at 25 per cent
of true value,

Class 3 - Livestock (exception class 3a), poultry, stocks of merchandise, manufac-
turers’ materials, and manufacturers' machinery (exception class 3a),
bank stock and all unplatted real estate (net included in classes 1 and D)
assessed at 33 1/3 per cent of the true value.

Class 3a- All agricultural products in the hands of the producer and not for sale,
horses and mules used for agricultural purposes, and all agricultural
tools and implements, assessed at 10 per cent of true value.

Class 3b~ The first $4000 of rural honesteads . assessed at 20 per cent of full and
true velue (value over $4000 assessed in class 3).
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Class 3c- The first $4000 of urban hamesteads assessed at 25 per cent of full value
(value over $4000 assessed in Class 4),

Class 4 = Urban property and property not included in the other groups assessed at
40 per cent of full value,

An act was passed by the 1933 legislature to submit to the voters in 1934 a consti-
tutional amendment to permit the legislature to exempt household goods and farm
machinery from taxation,

Since its establishment, the State Tax Commission has been urging the enactment of a
law abolishing the local assessors and replacing them with county assessors. The
Commission says that "it is in the beginning of the assessment , in the work done or
left undone by the local assessors that the fundamental defect in our tax system is
to be found," Local assessment is the root of the evil in our tax system and no
amount of equalization can overcome it. The county assessor bill has been before
the legislature many times. In 1933 it was lost in the closing days of the session
without a struggle.

Since 1923, there has been a provision for a county supervisor of assessments
appointed by the county boards, St. Louls County and a few other counties have one
each, but they are decidedly in the minority. This supervisor is primarily to
assist the ounty board in preparing information which it needs when sitting as a
county board of equalization and to do the work of assessment in unerganized terri-
tory., This supervisor has no power te direct or control the work of the assessors,
His office could be strengthened and made very important if the legislature saw fit
to do it. If this were done, it would be a high step in the right direction.

Defects in Pre- There are many defects in the present assessment system. Some of
sent System them are:

1, Poorly qualified assessors evaluating real property., It is work that calls for
highly qualified experts,
2 Assessments are made too infrequently, They should be made continuously. Twelve
monthe' service is needed rather than two.
3. There is a grave danger in under~ and over-valuation under the present system,
4, There is a wide variety of judgment as to valuation. As long as assessors are
elected, the valuation will tend to be low,
Assessment under the local assessor system can be neglected or poorly done,
There is too much pressure from political influences as well as from friends
today.
There areyéiscriminations against both individuals and localities.

Arguments for There are many arcuments for a county assessor system if the assess-
County System ors are chosen on the basis of merit and not for political reasons,
Some of these arpuments are:

1. He would be removed from political pressure in that he should be appointed from
a clvil service list and be under civil service rules,

2, A county assessor would not be so amenable to local and personal influence
especially if he were appointed by the Tax Comrmission and subject only to
their orders and instructions,

3+ A reasonably lohg tenure of office would enable him to become skilled in his work,

4, He would not need to work in the county in which he lives, DMNuch better work
might be done away from local pressure although it is admitted that familicr..
ity with the situation is an advantage.,

5y It would be much easier for the Sizte Tax Commiseion to supervise the work of
87 assessors than it is to supervise the work of 2800,
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Two=thirds of the states have the county assesser system at the present time, How=
ever, it is exoeedingly difficult te pet this bill through our legislature becsuse
of the opposition from the townships and villages, It means that they lose one
political office and risk the danger of having higher asgessmants; hence pressure is
brought to bear upon the legislators.

Review, Correction Because of the recognized deficiencies in our system of local
and Equalization assessment, we have built up & three step system for reviewing,
correcting and equalizing property assessments in Minnesota.

First step: Local Review and Correction of Assessments

On the fourth Monday in June a local board of review meets in each town, village and
city assessment district. This board consists of the town board in townships; the
assessor , clerk and president or mayor in villages and cities, except where city
charters provide for a board of equalization, The powers of this board are:

1, To inelude at its true value any property, real or personal, which has been
omitted from the list.

2. Upon application it may review and reduce the assessment of an individual,

3., With notice to person concerned it may inorease any individual sssessment.

4, Hear complaints eand equalize ascessments,

Complaints of non-residents must be referred to the county board, The assessors
must attend these meetings, correct their work asccording to the changes made by the
board, verify his returns with an affidavit and turn his books over to the county
auditor by the first Monday in July: The auditor issues a certificate attesting to
the assessor's completion of his work as required by law and preserves the assesse
or's books, The assessor’'s certificate ie returned to the clerk of the town,
village or city as evidence that he is entitled to his compensation., This step
gshould be eliminated.

Second Step: County Bqualization

1f, after examining the assessor’s books, the auditor finds that any piece of prop-
erty has been omitted, he must notify the assessor who mst correct the mistakes.

1f the assessor fails, the auditor must correct them, On the third Monday in July,
the county board with the county auditor meets as an equalization board of the -
county. This session may last four weeks, The powers and duties of this board are:

1., Examine the returns from the local units.
2, Hear complaints of individuals.
3, Do specific things toward equalizing assessments:

a, May raise aggregate valustion of real estate by fixed percentages
throughout the county or in me or more assessment distriots,

b. May do the same for any ¢lass or jtem of any class of personal property.

0., With notice and hearing to owner, may jnerease the valuation of any
tract or lot of real property or item of personal property.

d. May reduce the valuation of eny particular tract or lot of real property
which has been over valued but cannot reduce personal property
assessments except in case of non-residents of districts in wiiecn
assegsed,

e. Cannot reduce aggregate value of real or personal property below tne
aggregate figures reached by the assessors.

Formerly the county auditor oaleulat. s and recorded all changes made and returned
the records to the state auditor. ALl roturns now are made to the Tax Commission
directly.
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Third Step: State Equalization

The work of the county beards is subjeet to final review by the State Tax Commissior
as a board of equalization. This last step is very necessary when we know that in
1924 the Commission acoepted the assessment figures of county equalization boards iz
only fourteen out of the eighty~seven counties, In fourteen others, it accepted the
personal property assessments, and in fifteen others, only the real estate assess-
ments, In that year, it increased real property assessments by over $53,000,000 or
3,2 per cent and personal property assessments by nearly $7,000,000 or 27 per cent,
Condi tions have not changed te any appreciable extent since that date, The abe
stracts turned in by the county auditors form a basis for the commission’s work.

It may:

l. Increase or decrease the aggregate assessed valuation of real estate in any
county or taxing district therein,

2. Increase or decrease the aggregate assessed valuation of any class or item of
personal property in any county or district,

3. Raise or lower assessed valuation ef the real or personal property of any indivi-
dual, co-partnership, company, association or corporation, but before making
an increase, it must notify the person or persons concerned and give them an
opportunity to be heard, ‘

4, Order refundment in whole or part of taxes, costs, penalties paid unjustly or
erroneously.

A1l corrections and changes must be made by the county auditors before the assess-
ment for the year is final and complete,
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Before answering that, lMother, must go s step farther back, and tell you
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G. B. BJORP:-?-REE
GEO.E. WA
State Income Tux Bepartment HARRY E.BOYLE
~ COMMISSIONERS
N. A. NELSON,
ADDRESS YOUR REPLY TO SECRETARY
STATE INCOME TAX DEPARTMENT

88 E.FIFTH ST., ST PAUL, MINN.

C. E. BASHE
SUPERVISOR OF INCOME TAX

January 5, 1935. ﬁ
JAN 7 1930

Miss Ruth Mitchell,
914 Marquette Ave.,
Minneapolis, Minnesota.

Dear Miss Mitchellt

Enclosed you will find two copies of the pamphlet
on the County Assessor prepared by the Tax Commission
in 1928,

I have studied cerefully the plan of The County
Assessor System for Minnesota which you enclosed in your

" letter of yesterdsy. It would be impossible for me to
improve upon the showing you have made.

The Tax Commission has regularly, for the past twelve or
fourteen years, recommended to the legisleture to change

our present system of assessment to the County Assessor
System, but without any results. The difficulty which seems
to stand in the way is the myth of home rule. In your letter
you ask whether any measures have been drawn up for presentation
to the legislature at its coming session. In reply to that,
I beg to advise you that the Tax Commission has not, up to
this time, ever prepared bills for introduction but have

left this to the legislators themselves, and we do not know,
at this time, of any bill being fostered for the purpose of
working out the County Assessor System. Perhaps it has been
the fault of the Tax Commission that a change has not been
made. We do appear before committees having some of these
measures before them.

I am very glad that the Minnesota League of Women Voters is

so interested and aggressive in this matter. I speak for

the Tax Commission when I state that we wish you every success
in this underteking because we consider it fundamental.

Sincerely yours,
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Minnesotos Lesgue of ‘Jomen Voters,
914 Marquette Ave,, Minneesiolis Price - 1 cent
October 1942

ASSESSLENT PROCZEDURE IN MIITTnSOLA

Equitnble assessmant is & necessary besis for e reir dirtribution of the
nroperty tex burden,

Our Present System

=300 local assessor most of whom are elected. Yo muelilications =re needed.

S,
They worlz only s short time in each year.

Pasunl ces

veorly gualified assessors are evaluating rael pronerty, vhich is work
tlat ¢»211l3 for highly qualified exnerts.

esuamie are m=de too infrequently. Contiruous escessment service is

Acersary.
Mder md over valuations are nrevalent., Over 2ssessment cruses delingensy.
nl.tical and personal influence determine muny assegsments.
O, wiscriminations are made azainst individual =rnd locelities,
"ch taxeble property is omitted from the taxw lisca.
|

inualization cannot satisfactorily correct tie work of the local

The County Assessor System

=7 ¢u=lified trained assessors chosen on the bosis of merit from civil service
13ts either by the County Board or the State Tax Department, and remo—ed only
2907 CAE3,
rasuler
assessors could be supervised more easily
The,- would be removed from political pressvre or mersonal influence.
'F.2y could be trained us economic experts along assessment linee.
4, Assissment eould bz continuous.
Assessment would be more scientific, fewer over and under valuations,
6. There would be more nroperty on the tax rolls.

7. Veriations of judgment would not be found so frequently.

8. Agsessors would be sble to aid in the sdministrstion of the Income Tax
Law, as in Wisconsin.
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STATE BCONOMIC STUDY
1951-52

LEADERS GUIDE
Here is your kit of material on the State Feconomic Item: "The Learue will study the

relationshin of revenue requirements and revenue sources in Minnesota", (Agendg
item, 1951=52)

The purpose of this study is:

I, To explain the central problem of Minnesota's finances by describing the
present state of revenue and expenditures
To list criteria which are generally and widely used for judging a tax as
to its merits
To itemize and show the sources of Minnesota's tax revenue
IV. To use the property tax as an illustration of wealnesses and possible im-
provements that might be made within the framewor!z of a single tex
V. To indicate and outline important facts about assessment that everyone
should know
VIi. To encourage local Leagues to investigate their local assessment situation

You will want to know what has been done before on this item:

1949-1950 —— The FEconomic Item was mut on the Agenda for the first time, "The
League will malke an analysis of state revenues and exmenditures in order to under-
stand and support fiscal policies which provide for present and future needs of
the state and promote a sound and expanding economy"., Our study material was
"State Fconomic Item Study, 1949-50", It covered general background material and
information on how Minnesote raises, snends, and should raise and spend its money.
In this connection tax bases, duplication and coordination, dedicated funds, de-
mand for governmental services, and types of governmental services were discussed,
An Tconomic Conference was held in the fall at the University for League people
with such spealers as Harold Henderson, Bobt Gannon, Earl Berg, Carl Jackson, etc.

1950-1951 —— The Fconomic Item was: "The League will study the state tax structure
and its effect on the economy with a view to sunport a revision of dedicated funds".
Our study material was "Dedicated Funds, 1950-51", It covered a study of the
relation of dedicated funds to the total state income, reasons for and effect of
dedicated funds, what can Ve done about them, experience in other states, Minne-
sota's constitutionally and statutorily dedicated funds, end a summary of the
problems to be considered in a changing state tax system,

1951-1952 -~ Because League members felt they could not supnort a revision of the
present system of dedicating funds until adequate financial support was assured
for education, it was agreed that a general stidy of iMinnesota's economic situa-
tion be continued, See Agenda item in first paragraph, above,

1952-1953 == hat shall the Economic Item be this year? Shall we continue to
study or not? If so, what? Shall we decide to act? If so, on what?

Remember that study and discussion has a purpose =—==ww=m-—=-— DECISION{
Your decision will malze the next State Program which will be voted at the 1952
State Convention, See you in Rochester, linnesota, May 21st and 22nd.
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STATE WCOUOMIC STUDY
195152

"The Leasue will study the relationshin of revenue requirements and revenue
sources in Minnesota", Agenda, 1951-52
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3. lhat is "homestead" exermtion?
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STATE ECONOMIC STUDY
1951~1952

"A system of taxation that is equitable, that can be
economically and effectively administered, and that
promotes to the fullest extent the public welfare is
not the product of 2 day but is built up through long
years of intelligent, public-spirited, persovering
offort. A pood tax system can be secured and main-
tained in a democracy only when basic facts and
principles are widely understood and appreciated."
Roy G. Blakey, Taxation in Minnesota

I, INTRODUCTION

A, ACTION OF TUE 1951 LTEGISLATURE

The 1951 session of the Minnesota Legislature continued the pattern of the two
previous sessions and set new records in state spending, It should be remembered,
however, that this is not a situation unique in Minnesota but one that prevails on
all levels of zovernment today. The most important reasons for the increases are,
1) inflationary conditions which affect government spending as well as spending by
business and the consumer and, 2) the genersl demand of the public for more and
improved services from their governments.

Appropriations authorized totaled $282,915,841 for the biennium 1951~1953 and were
24,7% higher than two years ago, Actual expenditures for the next two years will
exceed this figure because the Lezislature does not appropriate for nany dedicated
funds such as highways, federal aid and debt service which are spent as received
without any biennial direction of the legislative bodye.

Some of the major actions taken by the 1951 Legislature include!

1. School aids were increased about $26,000,000,

2., 0l1d age assistance aids were liberalized requiring an increase
of around $5,000,000,

3. A supplemental bond issue of $4,000,000 was authorized to complete
bonus payments to veterans.

L, Seventeen new activities costing around $1,300,000 were assumed.

5, Many other activities were expanded at an approximate cost of
$7,000,000 for the next two years.

B« PRESENT FISCAL SITUATION

The fiscal situation as it existe in Minnesota today is briefly this, Ilinnesota's
state government is fortunate in having sizeeble surpluses in various state funds

as well as over $200,000,000 in trust funds. Althoush in recent years it has gone
into new debts faster than it haspaid off the old, it is meeting its operating costs
from current revenues plus surpluses. State government is in the black on the over-
all balance sheet, Assets far exceed obligations, Yet it is estimated that we are
onerating on an unbalanced budget for the fiscal yrarsl951-53. Why?

At the start of the present biennium (July 1, 1951) there was $21,000,000 in the
general revenue fund, That will probably be used wp by July 1, 1953 and the 1953
legislature will meet a tax problem. Former Governor Youngdahl based his appeal
for added@ taxes in the last legislative session on the supposition that the state
would have & deficit in the biennium if new revenue was not available. The
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legislature did not vote the tax raises, It did some trimming of the governor's
budget instead, ZXven so, the outgo may be larger than the income, aside from the
money zoing into permenent trust funds and some dedicated funds,

1. Permanent Trust Funds

The permanent trust funds were mede a part of the constitution in 1857. But no

one dreamed that the funds would total nearly $206,000,000 by 1952, They increased
by $11,992,000 in 1951 alone, The money comes chiefly from iron ore, timber and
the sale of public lands, These funds now produce an annual income of about
$5,000,000, Serious thought has bheen given to whether or not some of this revenue
might be used for current exnenses, One bill in the 1951 Legislature called for

a vote on & constitution amendment putting a ceiling of $225,800,000 on the trust
funds, The bill did not pass but it is an indication of possible action to come

as the load of federal and local taxcs inoreases.

2, Highway Fund

There was $42,495,000 surplus in the highway fund.on July 1, 1951 but all but

5% million are earmarked for contracts carrying over the fiscal year. The use
of monies from this fund is made inflexible because nrovisions for tax allocation
were established by a constitutional amendment in 1920, Zven though any change
in the system is made difficult hecause it would require a constitutional amend-
ment, various sugsestions have been made. These include proposals to:: 1) alter
the allocation system so that local units will receive a greater share; 2) have
state aid for all roads; 3) place the proceeds of these motor vehicle taxes into
the general revenue fund and appropriate from that fund for highways as well as
for other purposes, This last »roposel meets with great opposition from those
who feel that the motorist pays heavy texes and should be assured that he will
get good roads by using these taxes for that purvose.

3« Income Tax Fund

Of course there has been considerable controversy surrounding the $56,158,000
surplus (July 1, 1951) in the Income Tax Fund, Traditionally, the Legislature

has been dedicating income tax revenue to the schools. Some people, looking at
this surplus, feel that the fund should be undedicated to permit the income tax

to heln finance other state government activities, This problem will arise again
in the 1953 legislative session as the state will be forced to look for new revenue
for the "General Revenue Fund", Others argue that this is a good cushion to have
and maintain in the event of & poor tax year to prevent any chance of having to
sacrifice education hecause of lack of funds, Also it is estimated that the sur-
plus will be reduced in the next few years because of the greatly increased school
population, which will increase school aidss

C. WHAT IS THE PROBLEM?

These examples point up the central problem of Minnesota's finances, Minnesota is
receiving sufficient income from its present tax structure. However, this income
will not make possible a balanced budget because 73% is dedicated and cannot be
credited under general revenue. There are other factors which contribute to the
generally unsatisfactory tax nicture in Minnesota, An effort is made here to ana~
lyze the principle sources of tax income and suggest some improvements especially
with regard to the property tax and assessment procedures
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II. CRITERIA FOR A GOOD TAX SYSTEM

It is obvious that this situation must be remedied if Minnesota is to enjoy a sound
fiscal policy, and the individual taxpayers are to be confident that they are receive
ing effective governmental services for their money. This is particularly important
today since as we demand inereasing services from government, inevitably an increas-
ing proportion of our total income is spent by government and must first be raised
through taxes of some kind, As &n increasing share of our total national income is
spent through federal, state and local taxes, it is more important than ever to
appraise our tax systems in the light of possible standards. Almost every worker

in the tax field has his own list of criteria for judging each individual tax and
the tax system as a wholey but some standards tend to remain -constant from list to
list,

A, EQUITY OR JUSTICE A tax should treat alike all those in similar circumstances.
That seems obvious and basic. 2Zut almost everywhere we find situations where it
seems that this principle is being violated, Why should income from government bonds
be tax exempt? VWhy should certain kinds of property pay no nroperty tax?

B. VWIDE SHARIVUG Particularly, in a democracy, it is valuasble for taxes to be paid
directly by a large preportion of the population in order to underline for each
citizen the cost of governert services, FEvery citizen pays "indirect" or "hidden"
taxés, but too frequently he fails to identify such exnenditures with the cost of
government services, Using wide sharing as a criterion, proverty or personal income
tazxes rate high. In the opinion of some, sales inxes also meet the test of wide
sharing, The taxnayer in effect receives an individval statement of payment due for
government services.

C. ZCONOMIC EFFECT A third standard for judging taxes is their economic effect,
This is a difficult standard to apply. The effect on the economy may be immediate
or long-~run. A tax that avoids reducing the direct incentive to invest may never-
theless affect investment through reduction in consumer demand, A sales tax pre—~
sumbly has less direct impact on profit incentivesénd, therefore, on investment than
almost any other tax., 7Yet it is conceivable that high sales taxes, particularly in
a period of recession, would so add to the reduction in total demand by consumers
that business men would find it unprofitable to increace or perhaps even to maintain
production,

D, ADMINISTRATION Some taxes which meet our ideas of desirability are either too
expensive to collect or too readily evaced, The cost of collection to the govern—
ment and to the taxpayer ghould both be considered. One of the strongest objections
to the personal property taz is the difficulty of administering it. Taxpayers find
it convenient to forget large amounts of mersonal nroperty and to under estimate itg
value, Tax administrators have no easy access to view all personal property, espe—
cially intangible personal proverty, nor sny objective standards to value much of it,

E, The principles of BENEFITS RECRIVED AND ABITITY TO PAY are the other standards
which we apply to allocation of taxes, Under the first of these we attempt to relate
the taxes in some rough proportion to services rendered by the government to the tax—
payer. One of the mein justifications for local use of the property tax has been

the presumed correlation between the municipal services of fire and nolice protection
and develonment of strects and parks to the value of the pronerty, But there are
problems, ho under this theory would nay for relief and welfare institution costs?
Moving from the local scene, how would the federal government decide who benefited

in what proportion from the United States ilav/%?
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F. The ABILITY TO PAY nrinciple has always had its advocates and in the last three
decades they have been increasingly influential although sometimes vegue in the
meaning to which they attached the concept., How should we compare individuals as

to their ability to pay texes? Should we commare their total wealth or their net
annuel income? How far should we talte into consideration the size of their families?
Is an income tax based on ability to nay if the amount is proportionate to income or
only if the rate of tax increases with the size of the income,.

Tax people classify taxes as regressive ~—- the smaller the income the larger the
proportion taken by the particular tax; proportional — regardless of the size of
income, the same propvortion is talen by the nmarticular tax; and progressive —- the
higher the incorne the higher the proportion taken by the tax, Usually, we assume
the latter tax type hest represents ability to nay and that the personal income tax
with progressive rate schedule is the best example of ‘$his type tax.
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III. MINNESOTA'S TAX SYSTEM

In the fiscal year ending June 30, 1951, Minnesota and its local governments raised
over 423 million dollars, A large number of varied tynes of taxes made up this total
revenue, Prohably many Minnesota citizens paid some of them without realizing they
were paying toward government services. The table below shows the categories of
texes we shall use in this discussion and the absolute and relative amounts they
brought in during the last fiscal year,

Minnesota STATT AND LOCAL TaX RECEIPTS IN 1950-51
(Fiscal year ending June 30, 1951)

Type Amount % of Total
A, Proverty taxes - genersl $ 211,496,187
B. Gross ecrnings taxes 16,138,000
C. Severance - occupation and royalty 21,176,000
D. Income Taxes 62,052,000
E. Selective sales taxes 27,311,000
F. lotor Vehicle taxes 62,256,000
G. Inheritance and gift taxes 3,757,000
He Miscellaneous taxes 10,668,000
I. Special business, license and privilege taxes 8,322,000

$1423,176,187
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A, PROPFRTY TAX3S - $211,496,187 - 509

Property taxes are still the old reliable for Minnesota cities, towns, villages, and
school districts. The state also shares in the proceeds in a minor way - $11,286,000
being collected in 1951, Fifty ner cent of the total revenues were raised by state
and local units of government in Minnesota from the property tax, Almost four~fifths
of the general property tax is levied against real property, that is, land and build-
ings, Most of the remaining one-fifth of the general property tax is levied on per-
sonal »ronerty.

The property tax rate is usually stated in terms of mills (or thousandths) per dollar
of property owned. ‘hen the property tax is judged by our list of standards, it
rates well in terms of "wide sharing" and in terms of allocating "benefits received"
from local comnunity services, On the basis of administration and allocation accord~-
ing to ability to pay, the nroperty tax is much less satisfactory, Good property tax
administration requires experts in property valuation at each stage of the assessing
and taxing process, and for the personal prowerty tax, expertise is far from suffi-
cient to meet the problem of locating 211 property held by taxmayers. Without the
necessary exnerts, much reel nroperty escapes its fair share of governmental costs
and taxpayers situated alike in terms of amount of nroperty owmed are not treated
alike for tax purposes., Because of the general tendency to undervalue property and
because in our industrial society nroverty owned subject to the general property tax
may bear little or no relation to the total wealth of the individual, Minnesota like
most other state governments has increasingly shifted to other tax means,

B, GROSS EARNINGS TAX - $16,138,000 - 3.,7%

Minnesota has used a gross earnings tax since 1857 vhen it taxed railroad vroverty
on the basis of a nercentase of gross earnings, In this instance it is an in lieu
of nroperty tax, Such taxes are called selected proverty tax, Later this method of
taxing wes applied to certain other utilities~particularly telephone, telegraph,
freight, sleening car and express commanies, he gross earnings tax under present
conditions is easily administered and has some relation to ability to pay of the
companies concerned,
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C. SZVERANCE (occuvation and royalty) TAXES - $21,176,000 - 5%

Five per cent of total taxes raised in Minnesota in 1951 were by means of the gsever—
ance iron ore taxes, (1) The "occupation" tax is a tax measured by the valve of the
iron ore mined in a given yerr, less certain mining costs. One of the costs allowed
is the royalty »naid by the mining commany to the landowner on which the mine is
located. Accordingly a tax is levied on the land owner for royalty received., Minne-
sota levies other taxes on iron mines through the general proverty tax, The "occupa~
tion" and "royalty" taxes are not too difficult to administer and presumably the
state has a valid claim against the users of a valuable natural resource., The vroblem
in iron mining taxation is raised on the seore of economic incentive and the related
area of conservation of natural resources., The general nroperty tax (based on estima~
ted value of iron unmined) encourages rapid mining of the ore which dissipates this
resource. The occupation and royalty taxes (usually designated severance taxes) if
too high might discourage the mining industry, especially as competition develtns in
other parts of the world, Since Minnesota has used hoth taxes for the last thirty
years, it is evident that the state has heen uncertain of its own desires in this
respect.

D, INCOMZ TAXES -~ $62,052,000 ~ 14,6%

In terms of net tax receints the fncome tax is second in importance to the property
tax as a revenue producer. Minnesota received $62,052,000 from tha: income tax in
1951 but $8,157,000 of this amount came from surtaxes to pay off the soldiers' bonus
debt. Minnesota levies a net income tax on personal income and on the income of cor-
porations doing business in the state, Ti'is stete actually imposes three different
taxes on income earners, All of us with incomes of over $1,000 ($2,000 for merried
couple) pay an annual veterans' bonus tax of $5, A 5% surtox is levied on income
before tax credits are allowed, Then, the general tax is levied on net income after
all allowable deductions. The rate is graduated; that is, you pay 1% on the first
thousand of net income, a slightly higher rate on the next thousand, and so on.

In Minnesota, corporations nay four different taxes on their income. They all pay a
minimum filing fee of $10, If their gross income is over $500 a year, they also pay
the &5 veterans' bonus tax, A 5% surtax is levied on net income hefore certain de-
ductions are allowed, and, finally, the regular tax of 6% on net income is imnosed,
(We have included in the figure for corvoration income tax the bank excise tax amount—
ing to $1,534,000)

Individual income taxes at least are believed to meet well the standards of equity,
wide sharing, and allocation according to ahility to pay. Adminstration of the income
tax is not especially difficult,

The chief criticism of income taxes is the possible effect on economic incentive and
competition between states. The possible reduction in incentive for some to produce
more must be measured against the possibility of increased purchases (and hence in-
creased »ressure for vroduction) by income groups taxed less heavily under an income
tax system than under alternative tax possibilities,

E, SELECTIVE SALES TAXES - $27,311,000 = 6.5%

Minnesota has no general sales tax, but it does levy the equivalent of 2 sales tax

on a selected group of products~alcoholic beverages, tohacco, oleomargarine, aviation
gas. (The tax on gasoline should he included here, hut for discussion purposes has
been classed with motor vehicle taxes in general.) Such selective sales taxes repre—
sented 6.5% of 1951 total tax collections, The administrative nproblems for a sgtate
in the instance of alcoholic beverages and tobacco products are greater than for the
federal government which can simrly tax at the point of production no matter where
the products are destined, The economic effect of a high oleomargarine tax is rather
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obvious in its protection of the dairy industry, but the nrecise economic effect of
the other taxes in the groun is less certain. Sales taxes in general do not measure
up too well against our other standards,

F. MOTOR VIHICLE TAXES - $62,256,000% 14,8%

Motor vehicle taxes of gasoline taxes, automobile license, and drivers licenses
provided 14, 8% of the 1951 tax recelnts reported, (This figure is somewhat exaggera-~
ted since refunds of gesoline tax collections for non-highway use would reduce the
percentage to 8,3% The higher figure has been used to account for total taxes offi-
cially collecteds,) Motor vehicle taxes are generally justified on the presumed rela—
tion of benefits received by the motor vehicle user in the form of highways to the
taxes paid., They are sometimes labelled "user taxes", Administration of the licens~
ing laws and gasoline law is not difficult., The administration of the gasoline tax
has the standard problems of all sales taxes nlus the difficulty of verifying clains
for refunds of tax payments on gasoline for non-highway use,

G. INHERITANCE AiD GIFT TAXZS - $3,757,000 - ,9%

v, Minnesota drew ,9% of its revenues from inheritance and gift taxes and 2/5%
from miscellaneous taxes, Gift taxes commlement inheritance taxes znd are intendad
to prevent avoidance of inheritance tax through gifts before death, Inheritance
taxes are relatively easy to administer since collection is mart of the settling up
of the estate. The economic effect of inheritance texes is believed to he less disg~
couraging to investment than are indiviﬁua income taxes, Another justification
includes the concept of earned income, Denoe: ﬂtﬂc theory sugzests that a man is
more entitled to incomewhich he has himself earned than to wealth which someone else
has earned., Thus inheritance taxes increase as the degree of relationship of the
recipient to the deceased hecomes more remote,

Finally

H. MISCELLANEOUS TAXES - $10,668,000 —~ 2,5%

Miscellaneous taxes in Minnesota include a tax on boxing and, a license tax on hunt-—
ing and fishing, and the unemployment compensation tax, This latter tax represents

the employer's contribution to the unemployment insurance system which is administered
by the individual states under federal supervision,

I. SPECIAL BUSINZSS, LICENSE AWD PRIVILTGE TAXES - $8,322,000 - 2%

States have frequently levied special taxes on some businesses as a meens to revenue
or as a means to regulation., DMinnesota taxes of this type, amounting to 2% of state
revenues, include special taxes on corporations, certain occupations, and amusements.
The justification for such taxes is frequently expediency although such’'a tax may at
times serve a very useful regulatory purpose,

* This figure represents net gasoline taxes after refunds plus motor vehicle licenses
plus drivers' licenses,
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IV, PROBLEMS OF MINNESOTA PROPERTY TAX

Minnesota, like most states, has many tax problems, including the perennial one of
insufficient revenues, Any full evaluation should consider the present system as a
whole since any single tax may have serious deficiencies which become unimportant in
the total systems However, it may Ve well for us at this time to consider particu~
larly the proverty tex in Minnesota, It represents more than fifty per cent of total
taxes collected, is likely to remain the main source of local ~sovernment revenues,
and has problems needing serious attention by all eitizens, The state government has
not been unmindful of the excessive tax dburden on proverty as it has increased state
aids to local units of government materially in recent years, In fact state aids
amounted to $107,694,000 in 1951 and were 42% of all state expenditures.

A¢ ADMIVISTRATION

The property tax has been justified as the main local tax revenue source because of
the presumed relation between local community services and property values, Although
this correlation is not perfect, there are many justifications in faect. To an extent
the difficulties of the property tax are less pronounced in theory than in actual
administration. It is, therefore, on the lovel of administration that we will place
our main discussion.

A property tax in the first mlace involves actnal veluation or assessment of the
property to be taxed, Someone has to decide the valne of different types and innum-
erable different pieces of property. A single taxing district may include everything
from a small lot with average size hoie to an estate with a mansinon; to a grain ele-
vator to even an iron mine. To mai:e an accurate anpraisal of such diverse tynes of
property, to say nothing of locating each niecce of property originally, requires
expert Inowledge of nroperty values. A ziven assessor may be well-versed in the
value of home real estate but be totally umrrenared to value an intricate piece of
industrial machinery. Frequently, a small home is more accurately valued than a
large home because the assessor is better acoruainted with smell home values, AND
THE PENALTY POR INACCURATE VALUATIONS IS INQUITY AND INJUSTICE TO INDIVIDUAL TAX-
PAYEES,

Minnesota has tried to meet the problem of better assessments in several ways. In
recent years the state tax department has held annual schools for assessors both at
the state and county levels at which assesement nroblems are discussed by experts.
The state tax department also provides each assessor with an assessment manual as a
guide end has field men available for conference and aid, Since 1947, each county
has had the option of appointing a full-time county assessor or county supervisor of
assessments to assist and sunervise the local assessors in their worl:. (B statute
the county assessor has considerably more power than the county supervisor of assess-
ments who merely supervises end checks the worls of the local assessor, It should be
added that through smecial legislation, Hennenin County is not permitted to have a
county as;essor and the sumervisor of assessments selected must not he a Minneapolis
resident,

Despite the improvements listed, complaints relative to Minnesota's pronerty tex
system continue, The local assessors, who in all small communities work for a period
of 90 days each year, are not required to have any qualifications for the job. Local
assessors are frequently elected, few qualified men seer what to many is an unattract-
ive job, and generally the local assessor is competent only to the degree that he has
trained himself from his experience on the job. The positions of county supervisor

of assessments and county assessor are filled by selection by the appropriate county
board of supervisors. The county assessors and county supervisors of assessments are .
approved by the state tax commissioner who has established minimum standards of
qualifications,
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The result of such methods of selection of assessors is the inevitable one of a wide
range of competence, ability and conscientiousness, Within any given county some
assessors do a good job and some do nots If there is a county assessor, some of the
discrepancies amcng districts may be corrected, hut if there is only a county super=
visor of assessments, correction of discrenancies will depend almost entirely on his
ability to sell a particular approach,

At this voint you may as- why does it matter whether pronerty among different taxing
districts or even among different counties in the state are velued alilve? Isn't the
essential oroblem to apply the same standards to all property within a given taxing
district so/that local tax rates will result in equitable burdensg of taxationt The
enswer to the second question cannot be an unqualified "yes", and the answer to the
first question leads us into the reason for and problems of review and equalization,
The fact is that the agsessment made by the local assessor becomes the basis for
distributing the major tax requirements of the county and some of the tax require-
ments of the state. If the proverty of one district in a county is undervalued com-
vared to sinilar nroperty in other districts of the county such lower valued district
will be charged with lower vortion of the county and state taxes assignahle, That
sarie problem anmnlies, of course, to different stendards of property valuation among
counties of the state. The incentive to unequal valuation is strong, and there have
been periods in the history of most states when individual taxing districts have en-
gaged in competitive undervaluation,

Minnesota attempts to equelize property smong taxing districts through a series of re-
view or equalizntion boards, At the town or city level there is a board of review,
frequently the reogsular loglelative body of the conmmnity. 4t the county level the
county board of supervisors acts as the hoard of equalizaotion with the duty of re-
viewing the relative values of nronert: among different districts and mal-ing such
adjustments as are necessary to nroduce constant value standards, At the state level
the state tax commissioner acts &s the board of equalization with the vower to review
the assessed values of all property in the stote to bring them into alignment. With
the exception of the state tax commissioner none of the hoard members can be assumed
to have technical commetence in the nroperty valuation field. They do have the advice
of the local assossor, county assessor or county supervisor of assessments and occas—
ionally other local officials, They may call in property owvmers, Unfortunately,
many local boards of review and county horrds of equalization view their job in
proverty tax administration as a nurely nerfunctory one of approving the worlt of the
assessor, The state tax department is free to change assessed valuations or may even
order a new assessment and avnoint an outside assessor to do the Jjobs The difficult~
ies of the state tax commissioner accurately adjusting all nronerty in the state to

a single standard of valnation in the equalization »rocess a2t the state level are
obvious,

B. SOME SUGGESTTD SOLUTIOKS

If we are to continue to malte the aroverty tax a major revenue source, how can we
approach some of these prohlems? What have other states done? The answer to these
questions is obviously not simvle or no doubt ifinnesota would not yet have the prob-
lems, But some solutions sumcest themselves,

l. TWherever nossible, hire an experienced or trained assessor on a full time
basis, Durin~ the year vhen actusl assessment is not being done, the assessor
could snend much time reviewing tax rolls and other sources of information on
pronerty for possible omissions from the proverty listed,

2. If the basic assessing unit is larze enough, men smecizlized in different
tyves of proverty valuation might be hired.

3. Place all assessors under 2 merit system with qualifications to be estabw
lished by the state tax devartment.
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4, Make the county assessor system mandatory for all counties in order to
Provide a more effective means of supervision,

5¢ ZExpand the advisory and consulting staff of the state tax department.,

Other sugzestions will occur to you., For instance, Iowa has recently shifted the
basic assessment district from the local taxing unit to the county. With the county
as the basic unit for pronerty taxation, it would be vossible to extablish full time
Jobs at attractive salaries, and with sone specialization in areas in Minnesota where
today the assessment needs of the local tovm unit ~vould not vermit such development,
another aporoach, which is more &n escane then a solution, is the abolition of the
property tax for state purnoses and the use of it for county purposes only. This is
done in Wisconsin where, as a result, there is no nroblem of balancing values among
counties, (This latter statement should “e qualified to state that the /isconsin

Tax Department in fact does an extensive state-wide value equalization job not for
tax allocation nurmoses but for allocation of state grants to local government units,)
Valuations need to be standarized within each fiven county but not between counties
in order to assure taxpayer justice.
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A

T FACTS IN BRIEF

ASSHSSMINT PROCESS

1.

Why assess?
To secure accurate property valuation as a basis for determining the distri-
bution of governmental exmenditures.,

Who malkes the assessments?

Men elected or appointed to the office of assessor for each local taxing dis-
trict of a township, village or city. Usually they are elected but in some
of the larger cities they are appointed, The city assessor in Minneapolis

is a»mpointed, In Hennepin County, the Supervisor of Assessments is enpointed
by the County Board of Commissioners, hut all the local assessors in the
villages and tovmshins in Hennepin County are elected,

What gualifications are reaquired?

There are no statutory qualifications for assessors, Despite the many diffi-
culties inherent in the job, most assessors are not selected on the basis of
technical commetence,

When is the assessment made?

Actual viewing of nroperty for valuation nurnoses talres place during the
months of Avril, May and June each year., DPlersonal proverty (livestock, home
furnishings, office and »lant equinnent, ond the 1lile) is valued every year.
Real estate pnroperty is assesscd Tiennially in the even numbered years,
(Zxempt real estate is valued every six years.)

How is the local assessor sunervised?

The 2700 local assessors (one for each assessing district in Minnesota) are
normally under the general supervision of their local roverning hody - town
or village board or the lile, They are also subject to the more specific
supervision of their county assessor (in 45 of Minnesota's 87 counties) or
county supervisor of assessments (in 42 of Minnesota's 87 counties). A
county assessor in addition to advising and aiding each local assessor in his
county moy malkke any changes he wishes in the tax rolls of the local assessor
before the roll is presented to the local board of review, A county super-
visor of assessments may advise and aid the local assessors in his county
but he may not malke or order any adjustments to the prepared tax roll.

REVIZJ AND ™QUALIZATION PROCZESS

1.

Jhy should the assessor's tax rolls be reviewed and nossible changes made?
If property taxes are to be levied with equal fairness on 2ll taxpayers,
common standards of property value must be apnlied.

Jho has power to reviecw or eaqnalize?

Local hoards of review, county boards of equalization and the state tax com-
missioner., At each level: the attemnt is made to dring all property within
the area of the hoard's jurisdiction to a comrion plane of values.

Does such review accornlish the purvose of fair equalization?
For many reasons equelization is generally inadequate to correct any but the
grosser errors of the original assessments,
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(Assessment Facts in Brief-continued)

C. PROPRTY ASSISSMFNT AUD EXEMPTIONS

1, Is all proverty assessed and tared alilze?
No., Minnesota, since 1913, has had a property classification act under which
all property is supposed to be assessed at 1005 of true and full value, but
only a pronortion of the assessed full value is used as the hase for apnlying
the tax rate. Thus, the tax base for iron mines is 50%, for urban hones Lo,
and for farm real nronerty 33 I/Bﬁ. The statutes likewise classify the pro-
portion base for tax rate application for all other nroperty under the pro-
perty tax.

To the extent that the Dhase rates scale dovm from 50ﬂ of full value (in
Minnesota the highest oroportionate base is 507%) rather than graded down from
100%, the effect is merely to increace the mill rate since the same total
amount of taxes are required and will be collected either by hisher propor-
tions of full value or higher mill rates.

Jhat lzinds of pronerty are exempt from taxation?

The exermtions include such thinges as churches, schools, government buildings
(hospitals, vost offices, libraries, state huildings and equirment, city,
towm and villaze halls), colleges and universities (except properties held
for investnent), public charitable institutions and public burying grounds.

What is "homestead!" exemmtion?

Minnesota permits exermtion on the first 54,000 of urben and rural homesteads
if the homeowner files an affidavit by May 1 (in the yeer determined by the
class of city in whieh the houte is located) stating that he or she owns and
lives in the house., The urben home is then assessed at 25% instead of 407
(see above) and the rural home at 20% instead of 33 1/37 (see above).
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