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Introduction & Overview

Show Overhead  #1

Property tax has been seen as the “fair” way to raise money for use in the various agencies of local government.  The historical basis for looking to the property tax in this light was the commonly held idea that the amount of property an individual or group possessed was a good indication of that individuals or groups ability to pay taxes.  Taxes were then calculated based on a percentage of the value of one’s possessions (e.g.: land, buildings and personal property).  Early attempts to assess personal property (identified as “movable items”-e.g.; furniture, machinery, tools, livestock, etc.) proved very difficult and brought many complaints.  Often owners of personal property were found to be hiding these items from the assessor or moving them out of the taxation district on the date of assessment and returning them after that date had passed.  Discovering, listing and valuing real estate (land and buildings) for assessment purposes is considerably less difficult because land and buildings usually remain in one place and cannot be easily hidden from the assessment staff. 

{Discuss: alternate ways of generating money, e.g.; bed tax on commercial lodging, sales tax, income tax, etc.}

Show Overhead  #2

In the State of Wisconsin today, local governing bodies (towns, villages and cities) are responsible for assessing the real estate for property tax purposes.  The State government is responsible to ensure the certification of assessment personnel and for monitoring the “fairness” and “accuracy” of the assessments in each location.  The State Department of Revenue is also responsible to provide  “equalized values” for every jurisdiction so that each area of the state receives its fair amount of operating funds.  Also, all manufacturing properties are assessed by the State.

This course is designed to help each participant understand the property tax system and the involvement within the system that will best meet the needs of each individual and society as a whole.  The focus of this class will be on the office of the Assessor, with duties of the Clerk and Treasurer enumerated wherever they are related.  Other agencies of government will be incidentally touched upon but are outside the scope of and intent of this presentation.
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Show Overhead  #3

Property taxes are raised (collected) for the purpose of funding government operations.  These operations include:



1)  local municipal government operations:

-e.g.; fire, police, streets, parks,  sewer, water, clerk, 
           treasurer, assessor, and various administrative functions



2)  county government operations:

-e.g.; register of deeds, treasurer, social services, sheriff, highways, parks, district attorney, etc.



3)  school district services:

-e.g.; local grade and high schools and technical colleges



4)  state forestation services

-these funds go to the State for the purpose of insuring that the amount and quality of forest lands within the state boundaries remains at an acceptable level.

{Discuss:  Where would you cut or add to the above budgets?  What services would you do without in order to lower these budgets?}


Municipal Assessor

The Assessor is the government officer responsible for placing value on all taxable property for a municipality (village, town, city).  Assessors may be elected by popular vote or may be appointed by local governing procedures.

Assessors are responsible for discovering, listing and valuing all taxable property on an annual basis.  The assessor is responsible for preparing the assessment roll for a municipality.  The assessment roll is a listing of all owners of taxable property in a municipality and the assessed value of that property as of the assessment date.  The official assessment date in the State of Wisconsin is January 1st of the current year.

{Discuss:  What happens to a value of a property if it changes after the assessment date?  Example:  a house burns down on January 3rd.} 

The State of Wisconsin, Department of Revenue, must certify assessors and their staff for assessment work.  They must pass tests to demonstrate knowledge in appraisal work and assessment administration based on Wisconsin law.  They must also maintain an ongoing system of continuing education in order to remain certified by the state to work as an assessing officer.
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Municipal Clerk
[image: image9.wmf]The Clerk is the government officer responsible for keeping the official records for a municipality and for recording all of the proceedings of meetings of the various local governing units.  The clerk is specifically responsible for the keeping of the tax roll.  The tax roll is a list of all owners of taxable personal property in a municipality, along with the amount of taxes to be collected from each owner.

Municipal Treasurer

[image: image10.wmf]The Treasurer is the government officer responsible for the collection of property taxes from the population of a municipality.  The treasurer uses the tax roll as a guide to the amount of taxes owed, and is responsible to see that each owner of property listed in the roll pays taxes as shown in the roll.
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Property Tax 

Each year, all agencies of local government must make a budget by which to operate during the following year.  These budgets include all of the operating expenses needed to perform the duties of each office and include supplies, payroll, building maintenance, transportation costs, telephone fees, and other various expenses.  When these budgets are reviewed and approved and added together they become the operating budget for a municipality.  Added to this amount would be the operating budget for the school district(s) in the municipality as well as budgets for the other government agencies funded by the property tax. 

Show Overhead #4

The final budget amount, less dollars received from other sources, is the total of dollars to be collected within a municipality.  This is called the tax levy.  

Show Overhead #5

The assessor puts together the assessment roll each year.  It is based on the value of all property in a municipality as of January 1st in the current year.  

Show Overhead #6

Each property owner is assigned a value for the taxable property owned, and this forms the basis of taxes to be eventually assigned to that owner. 

The list of property owners and the assessed values assigned to them is called the assessment roll. The total of all assessed values in a municipality is called the tax base.  

The assessment roll is officially turned over to the clerk and is used to generate the tax roll once the tax levy is determined.  Once the tax roll is generated, the treasurer collects the taxes from the owners of property.

The tax levy must be collected from the people of the municipality in order for the government agencies to be able to perform their duties.  As we have seen, the amount of taxes paid by the individual owners is based on the idea that the value of the property they own is an indicator of their ability to contribute to the taxes needed to fund government services.  

Show Overhead #7

The tax rate is the rate charged against each property owner’s (assessed) value of taxable property which will provide for collection of the money (tax levy) needed to fund government services.
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Show Overhead #8

Example of tax rate calculation:

Owner A lives in a village called “Newtown”

“Newtown” has a tax levy of $1,000,000.

“Newtown” has a total assessed value of $200,000,000.





     The tax rate is calculated by dividing the tax levy by the total base:
Tax rate :

$1,000,000 / $200,000,000 = .005




Or 5 mills or $5.00/$1000.00 of value

The tax rate for Newtown is then .005 and would usually be expressed as a “mill rate” or in dollars of tax owed per $1000 of property value. (In reality this would be a very favorable mill rate.  Actual mill rates vary around the state and tend to be somewhat higher than this example).

The expression “mill rate” means one-thousandth part of one dollar and for the above example would be talked about as 5 mills or as $5 per $1000 of property value.

Show Overhead #9

If owner A has property valued at $65,000, taking that value times the mill rate gives the amount of taxes owed:


Taxes for owner A:     $65,000 x .005 = $325.00

To reiterate; the function of the Assessor’s Office is to determine the value of taxable property owned by each citizen of a municipality.  These assessments form the foundation of the eventual taxes to be collected.  The actual taxes to be collected are based on the amount of dollars (budget) needed to run government and school agencies.  These budgets are formed by the governing bodies in a community under the direction and acceptance of elected officials (e.g.- common council members, town or village boards, etc.). 

Duties and responsibilities of Assessing Officers

The prescribed duty of the assessor’s office is to insure that all citizens or groups of citizens who own property in a community are assessed fairly according to the law so that they pay their share of taxes, no more and no less. Assessors and their staff must assign value to all the taxable property. The goal of this work is to fairly distribute taxes. The only exception to this responsibility is manufacturing property that is assessed by the Manufacturing and Telco Assessments Office of the State Department of Revenue. Several stages of developing accurate valuation must be completed in order to do this work accurately and efficiently.  The Assessor is responsible to discover all the taxable property that exists in a municipality.  All land parcels, buildings and other “improvements” as well as taxable personal property must be accurately determined and listed.  Once the listing or data collection is done the property must be valued and these listings and values are checked for accuracy.

Show Overhead #10

[image: image12.wmf]The basis of the discovery phase of assessment practices is a good accurate set of maps.  Mapping forms the basis for being able to review each land parcel and its accompanying improvements.  The assessor goes throughout the municipality to review all parcels and determine the important features of each piece of property in preparation for assigning values to the property.  Maps provide for a systematic way of reviewing and keeping track of all land parcels and the changes that can occur during the course of a year.  Large parcels of land may be split into smaller parcels; an example being a family farm at the edge of a city being split into smaller residential lots to provide spaces for people to build new houses.  Parcels next to one another might be combined to form larger parcels as in the case of a fast food restaurant buying land next door in order to provide for a larger parking lot or space to expand existing buildings.

During a field review of each parcel in a municipality, the assessor uses a standard form for collecting important data about each parcel.  These forms are called property record cards.  Property record cards allow the assessor to list all of the identifiable features of a piece of property and to keep track of changes to the property that might affect the value.  A property record card is kept for each land parcel and is updated as soon as changes in features or in value occur.  
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Show Overhead #11

These records, and almost all other records in the assessor’s office, are considered “open records”.  They are available for inspection and review by any citizen (exceptions are made for confidential materials). 

Information collected and kept on property record cards includes: the size of the land parcel, physical features of the land and adjacent streets, whether the parcel is “vacant” or has buildings on it, and a listing of the features, size, age and condition of any buildings present.  The assessment staff must identify the type of construction, the quality level of the construction, possible problems with the design of construction and the physical condition of the structures present on each land parcel.  Photographs are also typically taken at each visit in order to provide further visual record of the features of each parcel. For commercial (business related) properties, further data regarding rents and expenses is also collected for the income approach to value.

Records of ownership are constantly being reviewed and updated as properties change hands for a variety of reasons.  Records of sales of properties and their corresponding deed changes are reviewed to insure that the correct ownership and listing of features is kept current and accurate.  

Sales of properties are reviewed to determine if they fit the criteria for use in valuing property.  More will be said about this process during the discussion of valuation techniques.
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Data is also collected regarding current costs, both in materials and labor, which apply to construction and related fields.  Real estate sales trends are also reviewed for their impact on the local market.

Once the data has been collected and recorded as the basis of the assessment roll, the assessor’s office must value each property using the best “approach” to value given the type of property.  The three types of approaches to valuing property are: the cost approach, the income approach, and the sales comparison approach.  These methods will be discussed later in this presentation. 

When the values are determined and assigned to each listed property owner, the assessment roll is said to be complete.  Quality control techniques, including statistical analysis and the review of each listing, help insure an accurate assessment roll.

When the assessment roll is completed, the assessor’s office sends notices of changes of assessment for any property whose value has changed.  The roll is then delivered to the clerk’s office where notices are generated to announce review sessions regarding the details kept in the roll.

Property owners may review the roll, at this point, during “open book” proceedings.  Open book is a time, set aside by the assessor and the clerk, for any citizen to review the values that have been assigned to each property owner.  This proceeding provides for an informal discussion regarding the valuation process between the property owner and the assessor.  Any evidence affecting value, brought to the assessor’s attention, will be considered and any appropriate changes may be made to the assessment roll during these meetings.  

Once open book is finished, if a property owner is not satisfied with the accuracy of assessment, the assessed value may be appealed by filing an objection with the Board of Review in a timely fashion.  After the Board of review meets, the assessment roll is “finished” from the assessor’s standpoint. It is important to note that assessed values may only be appealed during the appeal period following mailing of assessment notices.  If the objector is not satisfied with the determination of the board of review, subsequent appeals for review may also be made to the Department of Revenue and the court system as appropriate.

After the roll is finished, the clerk’s office takes over the processing of the assessment roll, and with the inclusion of data from the state Department of Revenue and the County, figures the tax rate and levies taxes against each property listed in the roll.  When this process is completed, the tax roll is officially turned over to the Treasurer’s office for tax collection. 

Assessment notices are commonly mailed in the spring of each year, review processes are conducted during the middle of the year, and tax bills are generated at the end of the year.  It is important to note that by the time a property owner receives the property tax bill, the time to appeal the assessment has passed.    
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to Valuing 

Property
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The cost approach: 

[image: image16.wmf]This approach to value is based upon determining an estimate of the cost to build a particular structure and adjusting this amount with various factors to arrive at an accurate estimate of value for the property.  Some of the factors that have influence in this approach include the type of construction, the quality of construction materials, cost of labor, function-related problems with the design of the structure or its placement, age and physical condition of the structure.  This approach is most applicable when the buildings reviewed are fairly new and data collected can be readily reviewed for accuracy.  Judgment of condition and quality are more difficult to verify when a property has aged for a substantial period of time, since many more factors can affect the value and the ability to readily assess their impact.

The income approach: 

This approach to value is based on the investment quality of a property and is typically applied to commercial type properties where rental income and related expenses may be determined.  The income approach is a highly technical process and requires an accurate understanding of the local investment market in order to be useful. 
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The sales comparison approach: 

[image: image18.wmf]This approach is based on comparing existing property to similar properties that have been sold within the local market.  The value is considered to be “market value” and is the amount of money paid for a property on the open market given normal circumstances during the sale process.  In the State of Wisconsin, this approach to value is seen to be the most accurate and predictable given an active marketplace.  The “cost” and the “income”  approaches to value are more appropriate in the absence of sales data sufficient to use this approach, but most weight is given to the actual sales of properties in determining market value.  Market value is the amount of money a buyer would pay a seller if all circumstances of the sale meet certain “normal” conditions. 

It is important to note that Assessing Officers do not base value judgments on what the market “might do” but on actual data showing what the market is doing as of the assessment date.

Show Overhead #13

If all of the conditions are normal, the sale is said to be an “arms-length” sale.  This means:

A. Both the buyer and the seller are knowledgeable about the      existing retail market

{Discuss:  Lack of knowledge about the market.  Example: elderly citizens who have not kept in touch with the market}

B. That neither the buyer nor seller are under pressure to buy or sell in a more rapid than normal manner

{Discuss:  Undue pressure.  Examples: divorce, foreclosure.}

C. That the property is on the market for a typical length of time.

{Discuss: Why might a property on the market a very long time or a very short time not meet the requirements for being arms-length?  Examples: Overpriced, under priced, physical defects.}

D. Sale terms are under prevailing financing and are given in cash or cash-equivalent amounts.

{Discuss:  non-typical financing.  Example:  a parent giving a lower than market interest rate on a sale to a son or daughter.}

E. Both buyer and seller must understand the full potential for use of the property.

{Discuss:  Examples of sellers not understanding the potential of their property.  Example, farm owners not understanding the value of land for housing subdivision.}

F. Transfer of property must include all the rights of ownership.

{Discuss:  What rights might be considered in the sale of a home (bundle of rights)?}

Bundle of Rights

Show Overhead #14

The following rights are considered inherent in the ownership of property:

1) The right to use the property.

2) The right to sell the property.

3) The right to lease the property.

4) The right to enter the property.

5) The right to give away the property.

6) The right to refuse to do any of the above.

{Discuss:  limitations to the above rights.  Example:  illegal dumping of chemical waste on the property.}

In researching a sale, the assessor must take into account all of the above features in order to be able to use the sale in valuing similar homes within a given jurisdiction.

Once a sales database is established, the assessor proceeds to compare properties that have recently sold with all other properties.  This is done to estimate the amount any given property would sell for. Houses, for example, must have many similarities in order to be considered “comparable”.

{Discuss: what similarities might exist between houses-similar features that might add or detract from value or comparability.}

Market Analysis 

Adjusting the sales of “comparable” properties to match the subject:

Show Overhead #15

Sample Sales Grid:

Item
Subject
Sale #1
Sale #2
Sale #3

Number of rooms
7
10
7
6

Fireplace
0
1
0
1

Garage
Attached
Attached
Detached
Detached

Sale Price
--------------
$90,000
$80,000
$78,000

Net Adjustment

-$10,000
+$2,000
+$4,000

Adjusted 

sale prices

$80,000
$82,000
$82,000

List of needed adjustments for the above analysis:

Adjustment for rooms = subtract $3,000/room for more than subject

Adjustment for fireplace = subtract $1,000 (subject has none)

Adjustment for garage = add $2,000 if garage is detached (subject has attached garage)

Notice that Sale #1 has 10 rooms. More rooms typically bring greater value to a property than a house with less rooms, so this sale is adjusted to account for the difference by subtracting $9,000.  Sale #1 also has a fireplace. An additional $1,000 is subtracted from this sale price to adjust to the subject property. 

Sale #2 has a detached garage and would be adjusted by adding $2,000 to its price to match the subject.  

Sale #3 has 1 less room than the subject plus a fireplace, so the sale must be adjusted to account for these differences by adding $3,000 for the room and subtracting $2,000 for the fireplace. The detached garage must also be accounted for, bringing the net adjustment to +$4,000.
Based on this very simple sale grid, it can be seen that sale #2 is more similar to the subject property than sales #1 & #3.  Therefore it would be expected that the subject property would sell for somewhere in the range of $80,000-$82,000. 

Normally people will pay more for a larger house with fireplace than a house that is average size and has no fireplace.  

This is the essence of the sales comparison approach to value. The assessment would be expected to be in the $80,000-$82,000 range.  

The state Department of Revenue determines the level of assessment for each municipality based on its own sales data analysis.  All municipalities must be within 10% of market value once in a five year period to comply with state law.

At this point, you have the option of reviewing one or two more sales grid examples, given at the end of the overheads, and having your audience try their hand at valuing the example residences.
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Be sure to discuss all of the other factors not included in these sales grid examples such as age, neighborhood influence, effect of land contamination, quality of construction, house style, etc.
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The “Fairness” Issue 
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The State of Wisconsin Constitution requires that all assessments be made in a way that fairly distributes the tax burden.  There are two issues involved:

1) Equity:  the equitable, even-handed application of assessment techniques so that no property owner pays more or less taxes than the law intends.


Implies that no favoritism is employed in valuing property.

Requires thorough statistical analytical review of all factors contributing to value.

2) Uniformity:  the equitable, consistent application of

      assessment techniques to all “classes” of property.

Implies no favoritism in valuing different classes of real estate property.  (Classes:  residential, commercial, manufacturing, etc.)

Remember that the goal is to achieve fair assessments that distribute the tax burden so no one pays more or less than their fair share of property tax.


[image: image21.wmf]The Appeal Process 
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If a property owner is not satisfied that the value placed on his or her property is accurate, there are several avenues with which to appeal the value.  

The typical process for appealing assessed value is:

1) Open Book (best time to work informally with the assessor)

2) Board of Review (must attend as prerequisite to any further appeal process)

3) Circuit Court or Department of Revenue Appeals (out of the scope of this material)

[Item #3 is outside the scope of this basic level of understanding in application.  Suffice it to say that local assessors and the State of Wisconsin Department of Revenue can provide information on these more involved appeals procedures.]

At any time during the year, property owners may bring in evidence to the assessor’s office.  Evidence of property value might include recent sales of similar houses in the neighborhood.  A privately contracted appraisal would also be considered for its merit.  An account of serious damage to a property due to fire damage, flood damage, insect infestation, fallen tree limbs or remodeling which has been left unfinished would be considered in fixing a final value on the property as of the assessment date.  These types of examples would necessitate the assessor visiting the property to determine the extent of damage.  This visit (field review) would help with adjusting the assessment.  This informal process may take place anytime during the year, but usually takes place during what is called the open book session.

Many property owners wait until their tax bill arrives at the end of the year to talk to their assessor.  By that time, the typical annual appeal process has been concluded with no further adjustment to the assessed value allowed for that year.  

Open book proceedings are also informal in nature.  They are simply a time set aside, after the assessor has determined the value for all properties in a municipality, for the property owners to come to a designated location and inspect the roll.  The roll may be reviewed to determine the current assessment of an owner’s property and or any property listed in the roll.  The owners can compare their assessments with neighbors or any other property in the municipality and may expect an explanation of the valuation process and the specific factors the assessor used in determining the value of any property listed.  If this process doesn’t bring about an acceptable assessment in the eyes of the property owner, the owner may proceed to file an appeal before the Board of Review.

1)    informal


2)    assessor considers information taxpayers provide

3)  adjustments are made by the assessor without formal reporting requirements or  processes

The Board of Review hearings are a formal appeal process whereby citizens appointed to a hearing board review the testimony of the property owner and the operations of the Assessor to either uphold or change the value placed on the property by the Assessor.  The assessor is presumed to be correct. The property owner must produce evidence that the property has been incorrectly valued.  The evidence must be good and substantial in order for the board of review to change the assessor’s opinion of value.  All witnesses are sworn in during this type of hearing and their testimony recorded.  The Board of Review makes it’s decision based on the sworn oral testimony that was presented. After the board of review hearing, if  the value is still unacceptable to the property owner, the owner has the right to appeal to circuit court and/or the Department of Revenue depending on the circumstances of the appeal.

1) formal setting

2) Board of Review members  take sworn oral testimony

3)  The Board of Review alone can make changes which must be reported officially to all relevant parties.
The Revaluation Process

Show Overhead #18

State law requires assessments by major class of property to be within 10% of market value once every 5 years.  When assessments are out of compliance with this requirement as often happens with rapidly changing market values, the municipality must be revalued.  That is, all properties must be reviewed and all property assessments brought into line with the market value.  This is an extensive and intense process.  All residences and businesses must be visited to confirm property record card listing details.  These details must then be reviewed when compared to sales data.  In short every assessment is reviewed over a relatively short period of time in order to provide for equity among assessments and that the full market value is estimated for each property.  This process requires a more detailed analysis of the variables involved in actual sales prices.  Neighborhoods of similar properties are more readily defined, or redefined and all contributing factors to value identified more completely.

A revaluation begins with establishing a plan by which to canvas the whole municipality.  Next a budget is defined using the plan and estimates of staff hours needed to complete the plan. Once the budget is approved, temporary staff can be hired and trained to do the field reviews.  Every property is visited and listings are checked and corrected or updated as needed.  Data is returned to the office for entry into the database.  Sales data is compiled to facilitate the valuation stage and a new assessment roll is generated.

Recent historical trends indicate that the market value of residential and commercial property continues to go up.  Therefore, if a municipality revalues the real estate within its boundaries, the expectation is that the assessments will take an upward step as well.  The activity of the local market, and how fast market values have risen since the last revaluation, will determine the amount of increase in assessed values. It is not uncommon for the average assessment during a revaluation to rise 30%-50%, or more.

These “jumps” in assessed value do not necessarily mean that taxes will go up in the same fashion. Assessors are required by law to “keep the playing field level”.  That is, assessments must be uniform and equitable between parcels and between classes of property such that no one is receiving more or less than their share of the tax burden.

The property tax system is built on the philosophy that the value of property one owns is an indication of ones ability to pay taxes.  If a property is incorrectly valued, the owner will either pay more or less than the “fair” share of taxes as an outcome.

In a typical revaluation, some properties will be valued higher than previously, some values will remain the same, while some properties will be valued lower than in prior years. These changes are the results of changing market conditions. 

{Discuss:  Conditions that change in the real estate market from year to year:



-Changes in neighborhoods




-New streets, schools, highways, etc.





-Growth in newer areas of the municipality




-Annexations




-Deteriorating properties



-Changes in economic conditions




-Interest rates drop resulting in more active market (sellers 



 market)




-Interest rates increase resulting in tighter market (buyers 



 market)



-Changes in construction materials/architectural style




-Newer designs and materials preferred over older




-Resurgence of older styles “having more character”}

All of these influences can play a part toward determining market value for a property.  These influences may not affect all neighborhoods or even all properties within a neighborhood in the same way.  An example would be the historical change in emphasis from basic two-story designs to one-story or split-level ranch styles. At one time, two-story construction dominated the market.  Ranch style houses began to appear, but without universal acceptance.  As more ranch style houses were built and as the style became popular their market value went up compared to two-story construction. 

In a neighborhood with mixed two-story and ranch style houses, these changes in fashion would be noted in varying assessments even though many of the features of the houses might be equal (similar age, size, number of rooms, etc.).  To adjust for the forces in this example (and other influences) the revaluation process brings all factors into examination and accounts for differences in market value that cannot be done during normal annual assessment processes.  

Most assessment offices are staffed to provide for ongoing roll maintenance and the need for a revaluation in a municipality calls for additional expenditures of time and expanded staffing. Annual roll maintenance calls for site reviews only of new construction or remodeling, but not for properties where no physical changes have occurred.  During a revaluation, every property receives an on-site review and all market influence factors are analyzed throughout the municipality.  

Show Overhead #19

What is the effect of a revaluation on taxes?  The most asked question by property owners involves changes in tax dollars.  Will my taxes go up?  Will they go down?

These questions can only be answered by the taxing authorities as they set the budgets.  

Budgets:  The budgets for all units of government represent the money needed to run their operations.  In our example we will use $1,000,000 as the projected budget for “Newtown”.

The assessor estimates that the total value of real estate and personal property in “Newtown” is $100,000,000.

The tax rate is calculated by dividing the taxes to be raised (Budget) by the total assessed value:




$1,000,000/$100,000,000 = 1 percent 




   (Budget) / (Assessment) =   (Rate)

If your home’s assessment is $100,000, your tax would calculate at:




.01 x $100,000 = $1,000 tax

Show Overhead #20

If the assessed value of “Newtown” doubles to $200,000,000 and the taxes to be raised stays the same, the tax rate would be:




$1,000,000/$200,000,000 = ½ percent (.005)

In this case your home value would be double along with the city increase, and your taxes would still be the same:



.005 x $200,000 = $1,000

Lets look at this from another angle:

Show Overhead #21

What if the tax base (total assessed value) stays the same but the budget spending increases?

“Newtown” budget (levy) is $1,000,000

Total assessed value (tax base) is $100,000,000

Tax rate = $1,000,000/$100,000,000 = .010

A home assessed at $100,000 would calculate tax as follows:


$100,000 x .01 = $1000 tax

If, however, the budget needs (levy) were to go up by 10%, with the total assessed value (tax base) of the municipality staying the same, what would the outcome be?

New “Newtown” budget (levy) is now $1,000,000 x 1.10 = $1,100,000

Total assessed value (tax base) is still $100,000,000

Tax rate now = $1,100,000/$100,000,000 = .011

A home still assessed at $100,000 would now calculate tax as follows:


$100,000 x .011 = $1,100

As we see, the taxes have gone up $100 on a house assessed at $100,000 in spite of having no change in assessed value.

In theory, a revaluation is “tax neutral”.  This means that if the assessed values (tax base) are increased but the tax levy (budget needs) stays the same, most people would not experience a property tax increase.

If the tax levy is increased, whether there is a revaluation or not, taxes will usually go up.
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Once the assessment roll is completed it is turned over to the municipal Clerk. The clerk is responsible to review the assessment roll for obvious errors and to manage the appeal process by notifying the public of open book sessions and Board of Review sessions.  The clerk also gets the tax roll and computes the tax levy for the municipality.  This occurs when all of the budget requirements of the various government and school agencies are finalized. The tax roll is turned over to the Treasurer’s office for collection.  The clerk monitors all changes to the roll during the appeal process and subsequent discovery of errors and is responsible for making these changes into the roll.  

The clerk’s office is the official record keeper for municipal records.  These records include the tax roll, ordinances, annexations, and all other changes to the properties and proceedings of a municipality during a given year.  The clerk is also responsible to keep minutes of all municipal government meetings and provide copies to all concerned.  The clerk also keeps a record of all licenses and permits issued within the municipality.  The clerk is authorized to administer oaths and affirmations during hearings or proceedings calling for sworn testimony (such as the Board of Review hearing).   There are other duties of a technical nature that the clerk’s office is required to perform in order to meet the above-described responsibilities.
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Duties and Responsibilities

of The Treasurer

Show Overhead #23

Upon receipt of the tax roll in final form, the Treasurer is responsible to collect all city, school, county and state taxes.  The treasurer is also required to keep account of all taxes owed and collected and the disbursement of funds collected as directed by state statute. These funds are to be deposited in the place designated by the local governing body as soon as they are collected. The treasurer is responsible for making periodic reports as to the collection and disbursement of all funds and for collecting most municipal fees and licenses.
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Wrap-up: Review of the general duties and interrelations of the government offices involved in property tax management
Three offices are involved in the assessment and collection of property taxes to provide funds for government services: 




1-Assessor’s office: responsible for the assessment of all properties within its jurisdiction.  When the assessment roll is completed it is turned over to the clerk’s office.



2-Clerk’s office: responsible for municipal record keeping and converting the information in the assessment roll into a tax roll by determining the amounts of funds needed by each government agency and levying this total amount as property tax.  The tax roll is then turned over to the Treasurer’s office for collections.



3-Treasurer’s Office: responsible for the collection of all monies assigned to individual property owners listed in the tax roll.  The treasurer also is responsible to collect for fees and licenses.

Glossary

Glossary

Assessed Value:
The value (in dollars) assigned to any taxable property by the assessor for the purpose of taxation.

Assessing:  The act of estimating the value of property for the purpose of establishing a property tax base.

Assessment Level: The ratio of the assessed value to market value of all taxable property in a jurisdiction.

Assessment Notice: Official notice of value placed by the assessor on taxable property given to the property owner.

Assessment Ratio: The ratio of the assessed value to the market value of an individual property.

Assessment Roll: The official listing of all properties within a municipality showing ownership, description, location and assessed value.

Assessor: The administrator charged with the assessment of property in a municipality.

Board of Review: A body of citizens charged with the responsibility of examining the assessment roll for correctness and hearing taxpayer appeals to the values placed therein.

Budget: An itemized list of anticipated dollars needed for a given period of time.

Doomage Assessment: The process of arriving at as accurate an assessment as possible whenever the assessor is denied the opportunity to visually inspect the property.

Equalized Value: The Department of Revenue’s estimate of full market value for all taxable property in the State of Wisconsin.

Equity: The condition in which the tax burden is distributed fairly to all taxpayers.

Full Value: The current value of property within a municipality given existing market conditions.

Jurisdiction: A lawful right to exercise official authority in a given area of responsibility.

Level of Assessment: The percent of full value at which property is locally assessed as measured by the standard of state “equalized” values.

Levy: The amount of property tax money a local government needs to collect for funding all appropriate government operations.

Mill Rate: A mill is one-thousandth of one dollar, often expressed as dollars per thousand.

Notice of Assessment: see Assessment Notice.

Property Tax: Tax raised to fund local units of government as assigned on the basis of value of owned property.

Property Record Card: A document designed to record and process actual property data.  This record card is to be maintained in an ongoing basis to provide both historical and current documentation of the state of the property.

Real Estate: Land and any natural or man-made attachments to the land.

Revaluation: Placing new values on all taxable property for the purpose of establishing a new tax base.  This involves the complete review of all properties within a jurisdiction.  A revaluation is commonly viewed as “leveling the playing field” for all taxpayers and insuring continued equity and uniformity in the distribution of the tax burden.

Tax Base:
The total of all assessed property values in a community.

Tax Bill: An itemized statement showing the amount of taxes owed for a specific property.

Tax exemption: Either total or partial freedom from taxation granted by the governing body of the State of Wisconsin.

Tax Levy: see Levy.

Tax Rate: The rate expressed in mills used to calculate taxes on individual properties. This is actually a percent of the total assessed value of a community to be assigned on an individual ownership basis. The assessed value of a property is multiplied by the tax rate to get tax dollars owed by the owner of that property.

Tax Roll: The official list showing the amount of taxes, special assessments and charges levied against each parcel in a municipality.

Taxation: The right to tax property for support of the government.

 Overheads

Property Tax
The guiding principle of the property tax system:

"The amount of value

one owns is an

indication of one's ability

to pay taxes

for the public good."
[1]

Taxation
TAXES 

ARE GENERATED BY

TAXING AUTHORITIES

WHO ARE PROVIDING

 SERVICES

 DESIRED BY SOCIETY.
[2]

Taxing Authorities
CITY COUNCILS

VILLAGE & TOWN BOARDS

SCHOOL DISTRICTS

VOC/TECH SCHOOLS

COUNTY BOARDS

STATE GOVERNMENT

SPECIAL DISTRICTS

[3]
The Budget
Various departments of government rely on property tax to fund operations.   Examples:

Police









$$$$$$$$

Fire & Rescue






$$$$$$$$

Streets








$$$$$$$$

Elementary and High Schools

$$$$$$$$

Administration






$$$$$$$$

Parks & Recreation




$$$$$$$$

County Sheriff






$$$$$$$$

County Health Services



$$$$$$$$

Vocational Schools, etc



$$$$$$$$

Total Budget = Tax Levy =  
$$$$$$$$$$$$$ 

[4]

Assessment Roll
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A list of all

taxable property

in a given jurisdiction with appropriate values assigned to each property.

[5]

Assessment Roll
Example:

Parcel
Name
Value

12345
John Doe
$50,000

12346
Jane Doe
$60,000

12347
Jim Doe
$40,000

12348
Zack Doe
$80,000

12349
Tim Doe
$90,000

12350
Ed Doe
$30,000

[6]

Tax Rate
Tax Rate X Assessed Value

This shows an individual property owner the amount of taxes owed.

This rate is typically expressed as 

dollars (taxes) per 

$1,000 of value.

[7]

TAX RATE COMPUTATION

CITY OF NEWTOWN EXAMPLE OF A TAX RATE COMPUTATION:
TAX LEVY (SUM OF BUDGETS FOR SERVICES IN NEWTOWN

$1,000,000

TAX BASE  (TOTAL ASSESSED VALUE IN NEW NEWTOWN

$200,000,000

TAX RATE =

TAX LEVY/TAX BASE =

$1,000,000/$200,000,000 = .005
[8]

Individual Tax Computation

Taxes for individual properties are calculated by multiplying the assessed value times the tax rate.

ASSESSED VALUE X TAX RATE = TAX

OWNER A IS ASSESSED AT $65,000

$65,000 X .005 = $325 TAX

OWNER B IS ASSESSED AT $100,000

$100,000 X .005 =  ? TAX

OWNER C IS ASSESSED AT $250,000

TAX = ?

[9]

Duties of the Assessor

REVIEWING 

THE MARKETPLACE:
DISCOVERY STAGE

LISTING STAGE

VALUING STAGE

QUALITY CONTROL

OUTPUT STAGE

[10]

dATA cOLLECTION

Examples of data that would reflect on the value of property & must be recorded and maintained by Assessors in an ongoing basis:

Lot Size

House Size

Garage

Room Counts

Construction Quality

Neighborhood

[11]

How Assessors Value Property
COST APPROACH

INCOME APPROACH

SALES COMPARISON APPROACH
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[12]

Arms-Length sale
A SALE OF PROPERTY UNDER

”NORMAL” MARKET CONDITIONS:


Both buyer and seller are knowledgeable about the existing market conditions. 

Neither buyer nor seller is under undue pressure to buy or sell.

Property is on the open market for a typical length of time. 

Sale terms are under prevailing financing and are given in cash or sash-equivalent amounts.
Transfer of ownership must include all the rights of ownership.

Both buyer and seller must understand the full potential for use of the property.

[13]

Bundle of rights
Right to Use

Right to Sell

Right to lease

Right to Enter

Right to Give Away

Right to Refuse

to do any of the above

[14]

MARKET ANALYSIS
Item
Subject
Sale 1
Sale 2
Sale 3

# Rooms
7
10
7
6

Fireplace
0
1
0
1

Garage
Attached
Attached
Detached
Detached

Sale Price
---
$90,000
$80,000
$78,000

Adjustment
---
- $10,000 
+ $2,000 
+ $4,000 

Adjusted Sale Prices
---
$80,000
$82,000
$82,000

THE FOLLOWING VALUES ARE FOR DEMONSTRATION ONLY AND DO NOT REFLECT ACTUAL MARKET VALUES IN ALL INSTANCES:

Additional Room = $3000 / Room

  
Fireplace = $1000 / Fireplace

Attached Garage = $2000 more than


                             detached garage.

[15]

THE "FAIRNESS" ISSUE
"The goal 

[image: image25.jpg]


is to achieve fair assessments 

that distribute 

the tax burden

so that no one 

pays more or less than their fair share of the property tax."

[16]

Appeal Process
[image: image26.wmf]MEET WITH THE ASSESSOR

OPEN BOOK

BOARD OF REVIEW

STATE DEPARTMENT OF REVENUE

COURT APPEALS

[17]

REVALUATION

A PROCEDURE USED BY THE ASSESSOR TO KEEP THE PLAYING FIELD LEVEL.
[image: image27.wmf]
WHAT ?
WHY ?
WHEN ?
POSSIBLE RESULTS ?

[18]

Revaluation Effect on Taxes

In A Non-Revaluation Year:

Taxing Authorities budget: $1,000,000

“Newtown” assessed value: $100,000,000

Tax rate: 

$1,000,000/$100,000,000 = .010

Tax on a home assessed at $100,000:

$100,000 X .010 = $1,000 Tax

[19]

Revaluation Effect on Taxes

In Year of Revaluation:

If the assessed value doubles but budget (levy) remains the same:

Taxing authorities budget: $1,000,000

“Newtown” Assessed value: $200,000,000

Tax rate: 

$1,000,000/$200,000,000 = .005

Home now assessed at $200,000:


$200,000 X .005 = $1,000 Tax
[20]

Revaluation Effect on Taxes

In Year of Revaluation
If Budget increases 10%

and no change in assessed value:

“Newtown” levy is now:

$1,000,000 x 1.10 = $1,100,000

Tax rate: 

$1,100,000/$100,000,000 = .011

Tax on same home:

(Assessed Value did not change)

$100,000 X .011 = $1,100 Tax
[21]

DUTIES OF THE CLERK
Record Meeting Minutes

Keep Official Records

Keep the Official Seal

Administer Voting

Calculate Taxes (Levy)
[image: image28.wmf]
[22]

DUTIES OF THE TREASURER
Collect Taxes Owed

Licenses & Fees

Manage Funds - Banking

[image: image29.wmf]
[23]

VALUATION Problem #2

Problem

Item
Subject
Sale 1
Sale 2
Sale 3

# Rooms
4
4
5
5

Fireplace
0
1
0
0

Garage
Detached
Detached
Detached
Attached

Sale Price
---
$52,000
$48,000
$54,000

Adjustment
---




Adjusted Sale Prices
---




ADDITIONAL ROOM = $2,000 / ROOM

FIREPLACE = $2,000 / FIREPLACE

ATTACHED GARAGE = $4,000 MORE               










than detached

YOUR VALUE______________________

VALUATION Problem #2

Solution

Item
Subject
Sale 1
Sale 2
Sale 3

# Rooms
4
4
5
5

Fireplace
0
1
0
0

Garage
Detached
Detached
Detached
Attached

Sale Price
---
$52,000
$48,000
$54,000

Adjustment
---
-$2,000
-$2,000
-$6,000

Adjusted Sale Prices
---
$50,000
$46,000
$48,000

ADDITIONAL ROOM = $2,000 / ROOM

FIREPLACE = $2,000 / FIREPLACE

ATTACHED GARAGE = $4,000 MORE               










than detached

YOUR VALUE______________________

VALUATION Problem#3

Problem

Item
Subject
Sale 1
Sale 2
Sale 3

# Rooms
6
6
5
6

Fireplace
0
1
1
0

Garage
Attached
Attached
Detached
Detached

Sale Price
---
$67,000
$65,000
$62,000

Adjustment
---




Adjusted Sale Prices
---




ADDITIONAL ROOM = $2,000 / ROOM

FIREPLACE = $2,000 / FIREPLACE

ATTACHED GARAGE = $4,000 MORE               










than detached

YOUR VALUE______________________

VALUATION  Solution#3

Solution

Item
Subject
Sale 1
Sale 2
Sale 3

# Rooms
6
6
5
6

Fireplace
0
1
1
0

Garage
Attached
Attached
Detached
Detached

Sale Price
---
$67,000
$65,000
$62,000

Adjustment
---
-$2,000
$4,000
$4,000

Adjusted Sale Prices
---
$65,000
$69,000
$66,000

ADDITIONAL ROOM = $2,000 / ROOM

FIREPLACE = $2,000 / FIREPLACE

ATTACHED GARAGE = $4,000 MORE               










than detached

YOUR VALUE______________________
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