STATE OF MINNESOTA
TAX COURT


THIRD JUDICIAL DISTRICT

COUNTY OF WINONA
REGULAR DIVISION

	
	
	

	James E. Youngs, 


Petitioner,
	FINDINGS OF FACT

CONCLUSIONS OF LAW

ORDER FOR JUDGMENT

	
	
	

	
vs.
	
	File No.
	85-CV-09-1125

	
	
	
	

	County of Winona,
	

	
	
	Dated: August 23, 2010

	
	Respondent.
	


The Honorable Kathleen H. Sanberg, Judge of the Minnesota Tax Court, heard this matter, on March 10, 2010, at the Winona County Courthouse, 171 West 3rd Street, Winona, Minnesota.
Kent A. Gernander, Attorney at Law, represented the Petitioner.

Chuck McClean, Assistant Winona County Attorney, represented the Respondent.

Both parties submitted post trial briefs.  The matter was submitted to the Court for decision on May 25, 2010.

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. James E. Youngs (“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 property is a residential condominium unit located at 68 Links Lane #6, Winona, Minnesota (“Subject Property”).  It has approximately 1,584 square feet of gross living area. It has two bedrooms and two baths.  It is on a golf course and was built approximately 22 years ago. 
3. The Subject Property was initially listed for sale at $219,500 on or about July 2, 2007. The price was reduced four times in 2007 and was taken off the market from May 2008 to July 2008. It was relisted in the amount of $159,900 in July 2008. 

4. Petitioner signed a purchase agreement for the Subject Property on January 23, 2009, and the sale closed on March 6, 2009. The purchase price was $146,000. Besides the real estate, personal property, mostly appliances, was included in the sale. 
5. The Winona County Assessor placed a January 2, 2008, estimated market value on the Subject Property of $179,600.

6. Petitioner presented no appraisal expert testimony. Winona County’s expert, Darcy L. Morescki, Certified Residential Real Property Appraiser, opined that the market value of the Subject Property, as of January 2, 2008, was $169,000. 
CONCLUSIONS OF LAW
1.  
The assessor's estimated market value for the Subject Property as of January 2, 2008, shall be reduced on the books and records of Winona County from $179,600 to $169,000.
2.  
Real estate taxes due and payable in 2009 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.  A STAY OF FIFTEEN DAYS IS HEREBY ORDERED.  THIS IS A FINAL ORDER.
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	BY THE COURT,

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	Kathleen H. Sanberg,  Judge

	
	MINNESOTA TAX COURT


DATED:  August 23, 2010
Memorandum

Background

This is a property tax valuation case for a residential condominium unit in Winona, Minnesota, located at 68 Links Lane, #6, for the January 2, 2008, assessment date.  
The Subject Property is a two bedroom, two bath residential condominium unit located on a golf course, formerly known as the Winona Country Club.  It has 1,584 square feet and is approximately 22 years old. The condominium complex is the only one of its kind in Winona.
Petitioner James Youngs purchased the Subject Property in 2009 for $146,000.  He signed a purchase agreement on January 23, 2009, and closed on the sale in March 2009.  At the time of the purchase, the Subject Property was empty.  The assessment date at issue, January 2, 2008, is one year prior to purchase.  
Petitioner testified that the Subject Property was initially listed for sale at $219,500 on or about July 2, 2007. According to Petitioner, the price was reduced three times in 2007 and was taken off the market from May 2008 to July 2008. It was relisted in the amount of $159,900 in July 2008. 

The history of the property sale as shown on Exhibit 102 differs slightly. It shows that the property was initially listed for approximately $220,000 in July 2007. The price was lowered four times before it was withdrawn from the market for the month of May 2008.  It was relisted in June 2008 for $159,900. This was a reduction of approximately 27%.  It was sold to Petitioner, after a year and a half, for $146,000. This amount represents a 33% decrease from the original list price.
The Winona County (“Respondent”) Assessor placed a January 2, 2008, estimated market value on the Subject Property of $179,600. Petitioner filed his property tax appeal for the assessment date January 2, 2008, on April 29, 2009.  
Arguments
Petitioner argues that the sale price equals the market value of the house, but also testified that the Subject Property was worth $142,000, less than the amount of his purchase price of $146,000.  Respondent alleges that the value of the Subject Property as of January 2, 2008, was $169,000, as evidenced by an appraisal done by Darcy Morescki.  

Burden of Proof

The assessor’s estimated market value is prima facie valid.
 The petitioner may overcome the presumption by introducing credible evidence that the assessor’s value is incorrect.
 After considering all the evidence, the 

Court makes a determination of value based upon the preponderance of the evidence.
 

Here, Petitioner presented sufficient evidence, through the testimony of its appraiser, to rebut the presumption.  We turn to the highest and best use.

Highest and Best Use

Ms. Morescki found that the highest and best use of the Subject Property as of the assessment date, as vacant and available for development, is for residential condominium. She opined that the highest and best use as improved is as the existing residential condominium.  We agree. The Subject Property is located in a multi- family residential neighborhood.  The neighborhood is comprised of most single family dwellings and some apartments, beside the Subject Property’s condominium project. Thus, we find that the highest and best use for the Subject Property as improved is for a residential condominium.
Valuation Methods

This Court considers the three traditional approaches to valuation (cost, income and sales) in determining market value.
 The Court, however, is free to place greater or lesser emphasis on a particular method or methods of valuation.
 Ms. Morescki considered all three approaches but only used the sales comparison approach.  She did not perform a cost approach because the cost of the condominium is dependent upon the attached units and shared costs. She did not perform an income approach as the Subject Property is not income- producing.  We agree with her reasoning.  We turn first to the sales approach.
Sales Comparison Approach
The sales comparison approach presumes an informed buyer would not pay more for a property than it would cost to purchase a similar property with comparable utility.
   Once sales of potential comparable properties are identified, they are analyzed to determine their level of comparability to the subject property.   A comparative analysis usually begins by identifying the sale and then the elements of comparison that affect property values in the subject market.
  Each element is analyzed to determine whether an adjustment to a comparable property sale is required to maximize its comparability to the subject property.

Here, Petitioner did not provide a written appraisal. Rather, Petitioner testified about his purchase of the Subject Property one year after the assessment date. Respondent presented a written appraisal and testimony from Darcy Morescki. Ms. Morescki is a Minnesota Certified Residential Real Property Appraiser.  
Arguments
Petitioner argues that his testimony regarding the value of the Subject Property should be accepted by the Court as the most reliable indicator of market value and we should rely only on that testimony.  Further, Petitioner argues that the sale price of the Subject Property should be accepted as equaling the market value pursuant to Minn. Stat. § 273.11, subd. 1.

In reply, Respondent argues that market value does not include the price obtained at a forced sale or an auction if it is not an arm's length transaction.  Minn. Stat. § 272.03, subd. 8.  Also, while Petitioner had business and financial experience and some occupational experience in the construction field, he is not a licensed assessor, appraiser, or real estate agent.  Thus, according to Respondent, Petitioner’s testimony should not be given the same weight as that of an appraisal expert.  
First, an owner of property is competent to testify about his or her opinion of value for his or her own property.
  The weight to be given such testimony, however, depends on the experience, knowledge of values of like property, sales and purchases and the uses to which the property is adapted.
 While we accept Petitioner’s testimony describing the purchase of the Subject Property, we will not rely solely on his opinion in determining the market value of the Subject Property because he is not an expert in appraisal matters.
  We will also review the appraisal report of Respondent’s expert. 
Second, regarding the sale price, Petitioner argues that the Court should accept this sale price as equal to the market value as of the assessment date and should not consider Ms. Morescki’s expert opinion.  We have frequently said that a recent arm’s length sale of the subject property at or near the assessment date is the best indicator of value.
  However, because one sale does not make a market and the property may have sold either above or below the market, we do not consider a recent sale conclusive.  We do give it great weight where the transaction was arm's length between informed and knowledgeable parties under no particular duress or compulsion and no other factors showing that the sale was above or below the market (for example a foreclosures sale).

Respondent argues that there are facts that show that the transaction may not have been at arm’s length, that the final sale price was below market, or that the seller was under duress.  The sale price was reduced four times and it was taken off the market for a period of time, even though it was empty.  After it was relisted for sale, the price was reduced again for a total of 33% below the original list price. Respondent’s expert testified that she believed the original listing price was too high and that can put off potential buyers.  Also, the length of time on the market was extremely long; most properties of this type sell within three to six months from the listing date. The high price and length of time on the market make the listing “stale.” Finally, according to Ms. Morescki, vacant properties sell for 10-20% less than an occupied or staged home. Petitioner argues that these raise the question of whether the sale was below market. 

 Petitioner argues that because the conditions affecting the sale price were also occurring on the assessment date, they should not be considered.  We disagree.  In the analysis of the Petitioner’s purchase price under the sales approach, we determine whether that price was at market so that sale price can be used as a comparable; we are not comparing the sale price to the assessed value. 

Because of the question as to whether the recent sale was at market, it is appropriate to look beyond the sale price of the Subject Property to appraisals by experts to confirm or adjust the fair market value.
  We turn to Respondent’s appraisal report.

Respondent’s Expert Appraisal Report


Ms. Morescki performed a sales approach analysis using seven comparables.  The sale price of the Subject Property was not included in her comparables, as explained above.  Comparables Nos. 1, 2, 3, 4 and 5 were used to establish an opinion of value for January 2, 2008, and Comparables Nos. 6 and 7 were used to establish the value as of January 2, 2009. (Only the January 2, 2008 assessment date is at issue here.) Ms. Morescki testified that market values and sales for condominium/townhome property have been relatively stable during the 2007 and 2008 time period.  
Five of the comparables were located within 1.5 miles of the Subject Property.  The remaining two comparables were approximately 5 miles from the Subject Property.
The gross lease area of Comparables Nos. 1, 3, and 6 are the most similar to the Subject Property.  Ms. Morescki gives Comparable No. 3 the most weight in establishing her opinion. Because Comparables Nos. 2, 4 and 5 are between 2/3 and 3/4 the size of the Subject Property, Ms. Morescki adjusted these comparables for the size differential.    We agree and will therefore give lesser weight to Comparables Nos. 2, 4 and 5.

Comparable No. 6 is considerably newer than the Subject Property, with an age of approximately 3 years. The Subject Property is approximately 22 years old.  Thus we give Comparable No. 6 little weight.  

Comparables Nos.1 and 3 are the most similar in size to the Subject Property and are both approximately a mile from the Subject Property. They are not, however, located on a golf course like the Subject Property.  Comparable No. 3 has a pool, while the Subject Property does not.  Comparable No. 1 was sold on November 1, 2007 and Comparable No. 3 was sold on July 15, 2007, within six months of the assessment date. 
After making adjustments to the Comparables, which ranged in final adjusted values from $156,300 to $185,000, Ms. Morescki arrived at a value for the Subject Property of $169,000 as of the assessment date.  
Petitioner argues that the Comparables are not truly comparable to the Subject Property and gives square footage too much emphasis.  We disagree.   We find Ms. Morescki’s analysis and adjustments conform to usual appraisal practices.  Her comparables were very close to the Subject Property in age, size, and proximity.  
In reviewing the testimony and evidence regarding the sale price of the Subject Property, we are not persuaded that the sale price was at market. Rather, we were persuaded by Ms. Morescki’s testimony that the final price was lower than market because of: 1) the length of time the Subject Property was on the market; 2) the high initial asking price; and 3) subsequent reductions in the price.
 Under the sales comparison approach we find the value for the Subject Property to be $169,000.
Conclusion

After considering all of the testimony and evidence submitted, we find the assessor’s estimated market value of $179,600 to be excessive.  We find the market value of the Subject Property as of January 2, 2008, is $169,000. 
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