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REGULAR DIVISION

	
	
	

	Gary Grove,
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CONCLUSIONS OF LAW AND

ORDER FOR JUDGMENT

	
	
	

	
vs.
	
	File No.
	CX-00-112

	
	
	
	

	County of Pope,
	
	

	
	
	
	

	
	Respondent.
	

	
	
	

	
	
	Dated:  January 23, 2001


The Honorable Raymond R. Krause, Judge of the Minnesota Tax Court, heard this matter on November 7, 2000 at the Pope County Courthouse, Glenwood, Minnesota.

Brian A. Lett, Attorney at Law, represented the Petitioner.

Belvin Doebbert, Assistant Pope County Attorney, represented the Respondent.

The issue in this case is the market value of the subject property, improved with a 1¼ story house with attached double garage.

Both parties submitted post trial briefs. The matter was submitted to the Court for decision on December 15, 2000.

The Court, having heard and considered the evidence adduced at the hearing, and upon all of the files, records and proceedings herein, now makes the following:

FINDINGS OF FACT

1. Petitioner has sufficient interest in the property to maintain this petition; all statutory and jurisdictional requirements have been complied with, and the Court has jurisdiction over the subject property and the parties.

2. The subject property consists of a parcel of land containing 7000 square feet, located at 530 E. Minnesota Avenue, Glenwood, Minnesota.

3. The subject property is located in an area zoned R-2, urban residential.

4. The subject property is improved with a 1 ¼  story, single family house with a partial basement, an enclosed porch and an attached two-car garage. The house has a total area of approximately 2,402 square feet, with living area of approximately 1,322 square feet.

5. The first floor rooms of the house consist of a living room, dining room, kitchen, bathroom, two bedrooms and a foyer leading to the attached two-car garage. The basement is partial and unfinished. The second floor consists of small rooms and is currently not used as living space. The enclosed porch is on the north side of the structure.

6. The assessor placed a January 2, 1999 estimated market value on the subject property of $43,000.

7. The Petitioner's expert, Michael J. Swartz, MRA, MFLA, MSA, testified that the subject property had a January 2, 1999 value of $30,000.

8. The Respondent's expert, Wayne Anderson, County Assessor, relied on the county’s mass appraisal-based estimated value of $43,000.

9. We find the subject property's January 2, 1999 fair market value to be $34,500.

CONCLUSIONS OF LAW

1. The assessor's estimated market value for the subject property as of January 2, 1999 shall be reduced on the books and records of Pope County from $43,000 to $34,500.

2. Real estate taxes due and payable in 2000 shall be recomputed accordingly and refunds, if any, paid to Petitioner as required by such computations, together with interest from the original date of payment.

LET JUDGMENT BE ENTERED ACCORDINGLY.  THIS IS A FINAL ORDER.  A STAY OF 15 DAYS IS HEREBY ORDERED.
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	BY THE COURT,

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	Raymond R. Krause, Judge

	
	MINNESOTA TAX COURT


DATED: January 23, 2001

MEMORANDUM


The subject property is located at 530 East Minnesota Avenue in Glenwood, Minnesota. The subject parcel is a rectangular plot of 7,000 square feet, with the north-south boundaries being 50 feet long and the east-west boundaries being 140 feet long.  The subject parcel is improved with a 1¼ story, single-family house with an enclosed porch and attached two-car garage.  The frame house, built in 1895, has a total area of approximately 2,402 square feet, with a living area of approximately 1,322 square feet.


The estimated market value (“EMV”) placed on the subject property by the Pope County Assessor (“Assessor”) for the January 2, 1999, assessment date is $43,000.  The Assessor used standard mass appraisal techniques to arrive at the EMV.  Mass appraisal is an accepted method of assessing estimated fair market values of real property.  J. Edward Rountrey, et al., Appraisal for Tax Purposes in Encyclopedia of Real Estate Appraising 1139, 1157-58 (Edith J. Friedman, ed., 3rd ed. 1978).

Minn. Stat. § 271.06, subd. 6 provides that an assessor’s estimated market value is prima facie valid and correct.  Sarff v. County of Todd, File No. C2-95-206, at 2 (Minn. Tax Ct. Order dated Feb. 7, 1996).  The petitioner has the burden of proving that the property’s actual market value differs from the assessor’s EMV.  Schleiff v. County of Freeborn, 231 Minn. 389, 395-96, 43 N.W.2d 265, 269 (1950).  The prima facie presumption that the assessor’s EMV is correct is overcome by the introduction of substantial proof by the petitioner.  Sarff at 2-3.  The Court then makes a determination based on the preponderance of the evidence.  Sarff at 3.

 Petitioner Gary L. Grove (“Petitioner”) overcame the prima facie assumption that the Assessor’s EMV is correct by introducing a full appraisal by Michael J. Swartz, MRA, MFLA, MSA, and by calling Mr. Swartz as his expert appraisal witness.  Mr. Swartz opined that the value of the subject property as of April 5, 2000, was $30,000.

Respondent, County of Pope (“Respondent”), relied on the mass appraisal-based value as determined by the County Assessor.

Three Traditional Approaches


Mr. Swartz considered all three of the traditional approaches to determining market value recognized by the Minnesota Supreme Court: the income approach, the cost approach, and the market data or sales comparison approach.  Carson Pirie Scott & Co. (Ridgedale) v. County of Hennepin, 576 N.W.2d 445, 447 (Minn. 1998).  He placed most weight on the sales comparison approach.


Respondent did not consider the income approach or the cost approach.  Respondent supplied four comparable sales without personal investigation by the Assessor and did not use the comparables in a true sales comparison approach.

Income Approach


Mr. Swartz placed minimal weight on the income approach. The subject property was not purchased for income-producing purposes and does not generate income. We agree that the income approach should be given minimal weight.  See Merz v. County of Hennepin, File Nos. TC-26517, TC-27158, at 4 (Minn. Tax Ct. Nov. 16, 1998) (single-family home not constructed or used for income-producing purposes); Huisken Meat Center, Inc. v. County of Murray, File Nos. C2-97-27, C8-95-271, at 4 (Minn. Tax Ct. Jan. 14, 1998) (meat processing plant was owner-occupied and not income-producing).

Cost Approach


Mr. Swartz placed little weight on the cost approach, using it only to establish an upper limit to value. He calculated a value of $39,503 after deductions for physical depreciation (44%) and functional depreciation (15%).  Because of the age of the subject property (over 100 years) and the highly subjective nature of the deductions for depreciation, we agree that the cost approach should be given little weight.  See Rinkel v. County of Ramsey, File No. C9-91-4250 (Minn. Tax Ct. Mar. 27, 1992) (40-year-old single-family home); Lindstrom v. County of Hennepin, File No. TC-11850 (Minn. Tax Ct. Jan. 30, 1992) (29-year-old single-family home).

Sales Comparison Approach


Mr. Swartz performed a traditional sales comparison analysis using three comparable sales. Petitioner’s Sales 1 and 2 are one block from the subject property.  Petitioner’s Sale 3 is located eight miles away in Starbuck, Minnesota. The three comparables were sold between four and thirteen months after the January 2, 1999, assessment date of the subject property.  Mr. Swartz made adjustments to each comparable for size, condition and amenities. His range of value for the comparables after adjustments is $17,920 to $30,120.


Respondent supplied four comparable sales, which sold within nine months of the assessment date, with a range of sales prices of $40,450 to $46,000.  Respondent’s Sales 1-3 are located within four blocks of the subject property. Respondent’s Sale 4 is located approximately three-quarters of a mile away. The Assessor did not personally inspect the subject property or the comparables. Respondent did not perform a true sales comparison analysis and did not quantify differences between the comparables and the subject property or make adjustments based upon the differences.


We place the most weight on the three comparable sales in Mr. Swartz’s appraisal.  We place substantially less weight on the four comparables submitted by Respondent.

Petitioner’s Comparables


Petitioner’s Sale 1 is a 1¾ story house located one block from the subject property. The house was sold in August 1999 for $24,000. Sale 1 is similar to the subject property in location, site, view, condition, quality of construction and functional utility.  Mr. Swartz made adjustments for differences in gross living area, size of the basements and the existence of a garage to arrive at a net positive adjustment of $4,860 to the price of Sale 1.  We find that the adjustments are appropriate.  We do, however, reduce the starting sales price to $22,000 from $24,000 based upon the Certificate of Real Estate Value indicating that $2,000 of the $24,000 sales price was personal property.  With that reduction, we find that the adjusted sales price for Sale 1 is $26,860.


Petitioner’s Sale 2 is a 1¾ story house located one block from the subject property. The house was sold, following foreclosure, in February 2000 for $22,000.  While Sale 2 was a foreclosure sale, Mr. Swartz testified that he was involved with the sale and that market data, including how long the house was exposed to the market, indicate that the sales price of $22,000 was a fair market price.  Generally, when nonmarket conditions of sale are potentially present in a transaction, the sale cannot be used as a comparable unless the circumstances of the sale have been researched and the conditions adequately disclosed.  Appraisal Institute, The Appraisal of Real Estate 410 (11th ed. 1996). Mr. Swartz testified that although this was a foreclosure sale, the property was exposed to the market, actively marketed and sold under arms length conditions. We find Mr. Swartz’s testimony credible and sufficient to overcome the presumption that Sale 2 was not a market sale.

Sale 2 is similar to the subject property in location, site, view, quality of construction and functional utility. Mr. Swartz made adjustments for differences in gross living area and condition to arrive at a net negative adjustment of $4,080 to the price of Sale 2.  We find that the adjustments are appropriate and that the adjusted sales price for Sale 2 is $17,920. We place less weight on Sale 2 than on Sales 1 and 3, however, because we find that the design of Sale 2 is somewhat different than the design of the subject property.

Petitioner’s Sale 3 is a 1¼ story house located in Starbuck, Minnesota, approximately 8 miles from the subject property that sold in April 1999 for $25,000. Mr. Swartz testified that Sale 3 is located in a comparable market. Both Sale 3 and the subject property are located in residential neighborhoods and are similar distances from Lake Minnewaska. No evidence was introduced that Sale 3 and the subject property are not located in comparable markets.

Sale 3 is similar to the subject property in location, site, view, condition, quality of construction and functional utility. Mr. Swartz made adjustments for differences in gross living area and garage size to arrive at a net positive adjustment of $5,120 to the price of Sale 3. We find that the adjustments are appropriate and that the adjusted sales price for Sale 3 is $30,120.

Respondent’s Comparables

Respondent submitted four comparables but did not quantify the differences between the comparables and the subject property and, more importantly, did not make any adjustments to the sales prices based on those differences. This Court has historically placed little weight on comparable sales where the differences between a comparable and the subject are not quantified (except in instances where the comparable is nearly identical to the subject).  Rinkel at 8.  None of the Respondent’s comparables was “nearly identical” to the subject property. We do find, however, that Respondent’s comparables indicate that the range of market values of properties similar to the subject property is greater than the $17,920 to $30,120 adjusted range suggested by Petitioner’s comparables.

Fair Market Value

We consider all three approaches and give most weight to the sales comparison approach. We give most weight to Petitioner’s Sales 1 and 3 and the range of market values indicated by Respondent’s Sales 1-4. We find, after a careful review of all of the evidence presented, that the fair market value of the subject property on the January 2, 1999, assessment date was $34,500.








R.R.K.

�  No evidence was introduced that market conditions changed between the January 2, 1999, assessment date and the April 5, 2000, appraisal date used by Mr. Swartz.  If market conditions have not changed, no adjustment is required even though considerable time may have elapsed.  Appraisal Institute, The Appraisal of Real Estate 411 (11th ed. 1996).
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