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I. Purpose of LR 350 (2011) 

The purpose of LR 350 is to "examine issues pertaining to the process and procedures 
used to value and equalize real property. The issues to be addressed by this study shall 
include, but not be limited to: (1) Whether the comparable sales guidelines in section 77-
1371 should be changed or stricken; (2) An examination of how to affect intercounty 
equalization; and (3) Review the equalization responsibilities of the Department of 
Revenue and the Tax Equalization and Review Comnlission."i 

II. Introduction to "Equalization" 

A. What Is "Equalization"? 

Equalization is generally defined to mean "The raising or lowering of assessed values 
to achieve confonnity with values in surrounding areas."2 

Equalization is the commonly used expression for the requirement contained in 
the Nebraska Constitution that property must be valued uniformly and 
proportionately. It means that property owners have a right to have their property 
valued at the same relative standard when compared to actual or market value. It 
does not mean that all property in a class or subclass is to be valued at the saIne 
dollar amount. For example, if similar houses are valued at 100% of their market 
value, based on data available to the assessor, they are "equalized", even if their 
valuations are not the same dollar amount. This recognizes that a variety of 
factors, such as location, could cause very similar properties to have different 
market values, based on the actions of buyers and sellers. For agricultural 
property, required to be assessed at 75% of market value, if the data available to 
the assessor indicates that property of the same class has a fair 111arket value of 
$1,000.00 per acre in one part of the county and $500.00 in another part of the 
county, the correct valuations for those properties would be $750.00 per acre and 
$375.00 per acre respectively. Although not valued at the same dollar amount, 
these properties are equalized because they are both assessed at the same 
standard: 75% of fair market value.3 

The term equalization "is also applied to a similar process of leveling or adjusting the 
assessments of individual taxpayers, so that the property of one shall not be assessed at a 
higher (or lower) percentage of its market value than the property of another." 4 

1 LR 350 (2011). 

2 Black's Law Dictionary, p. 616 (9th ed. 2009). 

injomzation Guide: Real Property Assessment and Taxation, p. 2, Property Assessment Division, 
Nebraska Dept. of Revenue (March 2007) (http://www.revenue.ne.f!ov/P AD/infoguide/real property.pdO. 

4 Black's Law DictionalY, p. 536 (7th ed.). 
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"Once the taxpayer has established the market value of a property in 
accordance with the principles [of the comparable sales approach] ... , the next 
question is: what assessment will follow? 

Several states assess at 100% of market value. This, in general, rneans that the 
assessment will be levied at market value. Several other states apply an 
equalization rate (ratio or percentage) to the market value figure and assess at a 
percentage of full (100%) market value. 

An equalization rate or ratio is the percentage of market value at which the 
property is assessed. 

The taxpayer is now (after establishing market value) faced with a second 
question: is the equalization rate applied in the same manner to all properties on 
the same tax roll or is my property assessed at a higher percentage of value than 
other similar properties ?,,5 

B. Historical Background of Equalization 

"As early as 1799, the New York State Legislature saw the need to establish 
some form of equalization procedure due to the practice of assessors to under 
assess property to gain advantage on other tax districts. This practice of 
underassessment grew gradually for a nurnber of reasons. Assessments were 
reduced when the states levied their rates against local assessments; assessments 
were reduced when the tax burden could be shifted to public utilities whose lines 
ran through the that taxing district; assessments were reduced to create 'needy' 
school districts where state payments of educational allowances to the local 
jurisdiction were based on assessed valuation. Thus developed percentage or 
fractional assessments, bringing us to the present situation in the United States."6 

c. Critique of Fractional Assessments 

"One of the main objections to fractional assessments is that it is simply in 
contradiction of most state constitutions which require full value assessments. 
Another complaint is that the use of fractional assessments undermines the 
financial position of local governments and school districts by constricting the 
local tax and debt powers. 

* * * 
Further criticism of fractional assessments centers around the fact that the 

assessor is forced to assume both the tax and budget policy in a given jurisdiction, 
which is a misdirection of political responsibility for tax load determinations. 
Also, fractional assessing practices aggravate the problem of intra and inter
county equalization and hinder the equitable distribution of state aid to needy 
school districts through competitive undervaluation. 

5 Propel1y Taxation, p. 140, Institute of Property Taxation (2nd edition 1993)(footnotes omitted) (hereinafter 
cited as Propel1y Taxation). 

6 Property Taxation, pp. 140-141. 
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Another criticism is that the assessor uses the ratio as a means of avoiding 
facing the issue of value with a taxpayer. . . . _----"_~-.M 

[Olne very serious criticism of fractional assessment practices -is that studIes 
show that there are greater differences between assessed valuation and 
cOITesponding market value at lower ratios. To put it another way, the coefficient 
of dispersion variance is wider at lower rations."? 

D. The Real Issue: COllstitutional Prohibitions Against Discrilnillatioll 

"The rea] issue is not fractional assessment. The real issue is equality of 
treatment of all taxpayers regardless of whether the equalization rate is 1000/0, 
50%, or 10%."8 

"The taxpayer's right to be free from discriminatory assessments is mandated 
by the equal protection clause of the 14th Amendnlent of the United States 
Constitution .. "9 

"In Trailer Train, the Eighth Circuit Court of Appeals focused on the law of 
equal protection and notions of fairness to reach its decision. The decisions of the 
Nebraska Supreme Court in Northern Natural Gas, Natural Gas Pipeline Co., and 
Mapco were based on these concepts and on the balance between the 
Legislature's power to make reasonable classifications and the Nebraska 
Constitution's requirement of uniformity."'o 

E. Uniformity, Valuation, and Classification 

1. Uniformity 

Al1icle VIII, section 1, of the Nebraska Constitution sets forth the so-called 
"uniformity clause." "The constitutional requirement of uniformity extends to both rate 
and valuation. Real property taxes nlay not be equalized by merely classifying property 
and then arbitrarily applying a given value to all properties of that classification; the mere 
fact that a formula is devised, by which property is nonuniformly and disproportionately 
assessed, does not satisfy the constitutional requirement. The object of the uniformity 
clause is accomplished if all of the property within a taxing jurisdiction is assessed and 

7 Prapel1y Taxation, pp. 142-143. 

& Propelty Taxation, p. 143. 

9 Propelty Taxation, p. 143. The U.S. Supreme Court has said that "The equal protection clause of the 
Fourteenth Amendment protects the individual from state action which selects him out for discriminatory 
treatment by subjecting him to taxes not imposed on others of the same class. The right is the right to equal 
treatment." Township of Hillsborough v. Cromwell, 326 U.S. 620 (1946). 

10 E. Brink, A Summary: Recent Court Decisions Affecting Nebraska's System of Property Taxation, 
Legislative Research Division, Nebraska Legislature (November] 992), citing Trailer Train Co. v. 
Leuenberger, 885 F.2d 415 (8lh Cir. 1988), cert. denied 490 U.S. 1066; Northern Natural Gas Co. v. State 
Board of Equalization, 232 Neb. 806,443 N.W.2d 249, cert. denied 493 U.S. 1078; and Natural Gas 
Pipeline Co. v. State Board of Equalization, 237 Neb. 357,466 N.W.2d 461 (1991). 
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taxed at a uniform value; differential tax treatment can only be based on the use or nature 
of the property, not URQQ~j1o controls the property." 11 

"The object of the- uniformity clause is accomplished if all the property within the 
taxing jurisdiction is assessed and taxed at a uniform standard of value. No difference in 
the method of determining the valuation or rate of tax to be imposed can be allowed 
unless separate classifications rest on some reason of public policy or some substantial 
difference of situation or circumstance that would naturally suggest justice or expediency 
of diverse legislation with respect to the objects to be classified. Evidence of "sales 
chasing" may justify differential treatlnent accorded to a particular county."12 

"It is the function of the county board of equalization to detennine the actual value of 
locally assessed property for tax purposes. In carrying out this function, the county board 
must give effect to the constitutional requirement that taxes be levied unifonnly and 
proportionately upon all taxable property in the county. Individual discrepancies and 
inequalities within the county must be corrected and equalized by the county board of 
equalization."I3 

2. Valuation 

Article VIII, section 1, of the Nebraska Constitution "requires that taxes upon tangible 
property shall be levied by valuation uniformly and proportionately." 14 

HIf the State Board of Equalization and Assessment arbitrarily undervalues a particular 
class of centrally assessed property, so that another class of such property is valued 
disproportionately higher, the valuation of the latter class of property must be lowered so 
that it will be equalized with the other property." IS 

"Taxpayer whose property alone is taxed at actual value is entitled to have his 
assessment reduced to the percentage of that value at which others are taxed."16 

3. Classification 

There are two systems of classifying property for purposes of equalization: (1) The de 
jure system of classification, which is established "pursuant to statute and through 
administrative implementation of the statutory standard"l7; and (2) The de facto system of 
classification, "which exists in fact but which is not sanctioned by statute."18 

II See Constrnctors, Inc. v. Cass Cty. Bd. of Equal., 258 Neb. 866,606 N.W.2d 786 (2000). 

12 See County of Douglas v. Nebraska Tax Equal. & Rev. Comm., 262 Neb. 578,635 N.W.2d 413 (2001). 

13 See AT&T Information Sys. v. State Bd. of Equal., 237 Neb. 591,467 N.W.2d 55 (1991). 

14 See Lincoln Tel. & Tel. Co. v. County Board of Equalization, 209 Neb. 465, 308 N.W.2d 515 (1981). 

15 See Natural Gas Pipeline Co. v. State Bd. of Equal., 237 Neb. 357,466 N.W.2d 461 (1991). 

16 See Sioux City Bridge Co. v. Dakota County, 260 U.S. 441 (1923). 

17 Property Taxation, p. 178. 

IS Property Taxation, p. 179. 
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"In non-classified ratio states, assessors are required to val ue property at fair market 
value and then set the property in the assessment rolls at a uniform percentage of value. 
Failure to do this results in discrimination against the individual or group of taxpayers.,,19 

"A legislative classification must operate unifoffi1ly on all within a class which is 
reasonable. ,,20 

"The Legislature may, for the purpose of legislating, classify persons, places, objects, 
or subjects, but such classification must rest upon some difference in situation or 
circun1stance which, in reason, calls for distinctive legislation for the class."21 

"Power of classification rests with the Legislature, and courts will not interfere 
therewith unless classification is artificial and baseless. ,,22 

III. Analysis 

A. Nebraska's Comparable Sales Guidelines 

LR 350 directs the Revenue Committee to make findings and recommendations with 
respect to whether the comparable sales guidelines set forth in Neb. Rev. Stat. section 77-
1371 should be changed or stricken. That statute provides: 

"Comparable sales are recent sales of properties that are similar to the property 
being assessed in significant physical, functional, and location characteristics and 
in their contribution to value. When using conlparable sales in detennining actual 
value of an individual property under the sales comparison approach provided in 
section 77-112, the following guidelines shall be considered in determining what 
constitutes a comparable sale: 

(1) Whether the sale was financed by the seller and included any special 
financing considerations or the value of in1provements; 

(2) Whether zoning affected the sale price of the property; 
(3) For sales of agricultural land or horticultural land as defined in section 

77-1359, whether a premium was paid to acquire nearby property. Land within 
one mile of currently owned property shall be considered nearby property; 

(4) Whether sales or transfers made in connection with foreclosure, 
bankruptcy, or condemnations, in lieu of foreclosure, or in consideration of other 
legal actions should be excluded from comparable sales analysis as not ref1ecting 
current market value; 

(5) Whether sales between family members within the third degree of 
consanguinity include considerations that fail to reflect current market value; 

(6) Whether sales to or from federal or state agencies or local political 
subdivisions reflect current market value; 

19 Property Taxation, p. 143 (emphasis in original). 

20 See Natural Gas Pipeline Co. v. State Ed. of Equal., 237 Neb. 357, 466 N. W .2d 461 (1991). 

21 See Natural Gas Pipeline Co. v. State Ed. of Equal., 237 Neb. 357,466 N.W.2d 461 (1991). 

See Cunningham v. Douglas County, 104 Neb. 405,177 N.W. 742 (1920). 
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(7) Whether sales of undivided interests in real property or parcels less 
than forty acres or sales conveying only a portionpf.1A~Ul1it_qssessed reflect 
current market value; - -- - .- .. 

(8) Whether sales or transfers of property in exchange for other real estate, 
stocks, bonds, or other personal property reflect current n1arkct value; 

(9) Whether deeds recorded for transfers of convenience, transfers of title 
to cemetery lots, mineral rights, and rights of easement retlect current market 
value; 

(10) Whether sales or transfers of property involving railroads or other 
public utility corporations reflect current market value; 

(11) Whether sales of property substantially improved subsequent to 
assessment and prior to sale should be adjusted to retlect current market value or 
eliminated from such analysis; and 

( 12) For agricultural land or horticul tural land as defined in section 77-
1359 which is or has been receiving the special valuation pursuant to sections 77-
1343 to 77-1347.01, whether the sale price reflects a value which the land has for 
purposes or uses other than as agricultural land or horticultural land and therefor 
does not reflect current market value of other agricultural land or horticultural 
land. 

The Property Tax Administrator may issue guidelines for assessing officials 
for use in determining what constitutes a comparable sale. Guidelines shall take 
into account the factors listed in this section and other relevant factors as 
prescribed by the Property Tax Administrator."23 

Contemplate whether the foregoing comparable sales guidelines describe (1) the 
nature of the property sold, (2) the nature of the sales transaction, or (3) a combination of 
both (1) and (2). 

1. LB 69 (2011): An Attempt to Change the Comparable Sales 
Guidelines in Section 77-1371 

LB 69, which was introduced during the 2011 legislative session and which is 
currently being held by the Revenue Committee, seeks to change the comparable sales 
guidelines set forth in Neb. Rev. Stat. section 77-1371. 

a. LB 69's Public Hearing 

During the Revenue Committee's public hearing on LB 69, testilTIOny revealed that 
the impetus for change is that the section 77-1371 guidelines have been "a bone of 
contention" among taxpayers, assessors, and county boards of equalization. 

Testimony also revealed that LB 69 was introduced in an effort to provide "certainty" 
regarding the use of the section 77-1371 guidelines, because section 77-1371 requires the 
guidelines to be "considered in determining what constitutes a comparable sale" and use 

23 Neb. Rev. Stat. section 77-1371 (emphasis added). 
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of the word "considered" has raised the question whether the section 77-1371 guidelines 
~~E11:lndatQry. That is, "shall" or "may" the section 77-1371 guidelines be used in 
determining what constitutes a comparable sale. 

During the public hearing, two of LB 69' s proponents were asked if they saw any 
probleIlls with the section 77-1371 guidelines and both proponents answered "no". 

b. Executive Session of the Revenue Committee on LB 69 

An amendment to LB 69 that proposed to rewrite LB 69 was offered during an 
executive session of the Revenue Committee on May 19, 2011. However, no vote was 
taken to adopt the amendment or advance the bill from committee. 

One reason LB 69 did not advance from committee was because the proposed 
amendment to rewrite the bill retained the provision that proposes to strike the last 
paragraph of section 77-1371 which gives the Property Tax Administrator authority to 
issue guidelines for determining what constitutes a comparable sale that take into account 
the 12 "factors" listed in section 77-1371 "and other relevant factors prescribed by the 
Property Tax Administrator", such as the International Association of Assessing Officers 
(IAAO) "Sales Verification" guidelines set forth in the IAAO's publication entitled 
Standard on Verification and Adjustment of Sales. 24 

A number of committee members expressed concern that no one who testified during 
the public hearing on LB 69 addressed the "substantive change" and "possible unintended 
consequences" that could flow from eliminating the Property Tax Administrator's 
statutory authority to issue guidelines for determining what constitutes a comparable sale 
that take into account "other relevant factors," such as the IAAO' s Standard on 
Verification and Adjustment of Sales. 

In light of those concerns, the committee decided to hold the bill so that an interim 
study to examine issues pertaining to the process and procedures used to value and 
equalize real property could be conducted, including an examination of the issue whether 
the comparable sales guidelines in section 77-1371 should be changed or stricken. 

B. How to Affect I1ltercounty Equalizatio1l 

1. The Equalization Process Generally 

"The process of equalizing assessments or taxes, as performed by 'boards of 
equalization' in various states, consists in comparing the assessments made by the local 
officers of the various counties or other taxing districts within the jurisdiction of the 
board and reducing them to a common and uniform basis, increasing or diminishing by 
such percentage as may be necessary, so as to bring about, within the entire territory 
affected, a uniform and equal ratio between the assessed value and the actual cash value 
of property."25 

24 The lAAO's guidelines include, among other things, guidance for dealing with Internal Revenue Code 
section 1031 like-kind exchanges, multi-parcel sales, and sales between adjoining property owners. 
Appendix A contains a copy of "Sales Verification", Standard on Verification and Adjustment of Sales, pp. 
8-13, IAAO (November 2010). 

25 Black's Law Dictionary, p. 536 (71h ed.), 
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"Equalization boards have been established in many States. The major function of 
such boards is to bring assessments made in separate taxing subdivisions of the State into 
line with each other for a variety of purposes. The problem of equalization has been beset 
with a great many difficulties. As the secretary of one equalization board said, 'inter
county equalization is like a mule-no hope of progeny and no pride in ancestry. ,,,26 

2. The Equalization Process in Nebraska 

a. How is Property Equalized in Nebraska? 

"The Tax Equalization and Review Commission (Commission) has the responsibility 
to annually equalize the values of all real property. The Commission has the authority to 
raise or lower by a percentage the valuation of a class or subclass of property in any 
county or taxing jurisdiction for the purpose of achieving intercounty equalization. On or 
before June 6, the assessor shall publish the assessment ratios as determined by the 
Commission for his or her county. 

After equalization of real property by class or subclass by the Commission, the county 
board of equalization has the duty to equalize the valuation of individual parcels of real 
property in the county_ On or before July 26, the county board of equalization may 
petition the Commission to further consider an adjustment to a class or subclass of real 
property within the county.,,27 

c. Equalization Responsibilities of the Nebraska Department of Revenue 

1. Nebraska Statutes 

• "It is the intent of the Legislature that accurate and comprehensive inforn1ation be 
developed by the Property Tax Adnunistrator and made accessible to the taxing 
officials and property owners in order to ensure the uniformity and proportionality of 
the assessments of real property valuations in the state in accordance with law and to 
provide the statistical and narrative reports pursuant to section 77-5027."28 

• "All transactions of real property for which the statement required in section 76-214 
is filed shall be available for development of a sales file by the Property Tax 
Administrator. All transactions with stated consideration of n10re than one hundred 
dollars or upon which more than two dollars and twenty-five cents in documentary 
stamp taxes are paid shall be considered sales. All sales shall be deemed to be arm's 
length transactions unless determined to be otherwise under professionally accepted 
mass appraisal techniques. The Department of Revenue shall not overturn a 
determination made by a county assessor regarding the qualification of a sale unless 

26 Hellerstein and Hellerstein, State and Local Taxation, p. 195 (5 th ed.). 

27 Information Guide: Real Property Assessment and Taxation, p. 2, Property Assessment Division, 
Nebraska Dept. of Revenue (March 2007) (http://www.revenue.ne.govlP AD/infoguide/real property.pdt). 

28 Neb. Rev. Stat. section 77-1327(1). 
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the department reviews the sale and determines through the review that the 
determination made by the co_unlY~§,§;eS~Q()s incolTect."Z9 

• "The Property Tax Adminlstrator- annually shall Inake and issue comprehensive 
assessn1ent ratio studies of the average level of assessn1ent, the degree of assessment 
uniformity, and the overall compliance with assessn1ent requirements for each major 
class of real property subject to the property tax in each county. The con1prehensive 
assessment ratio studies shall be developed in compliance with professionally 
accepted mass appraisal techniques and shall employ such statistical analysis as 
deemed appropriate by the Property Tax Administrator, including measures of central 
tendency and dispersion. The comprehensive assessn1ent ratio studies shall be based 
upon the sales file as developed in subsection (2) of this section and shall be used by 
the Property Tax Administrator for the analysis of the level of value and quality of 
as~ssment for purposes of section 77-5027 and by the Property Tax Administrator in 
establishing the adjusted valuations required by section 79-1016. Such studies may 
also be used by assessing officials in establishing assessed valuations. ,,30 

o HAn assessment/sales ratio is a tool used under professionally accepted mass 
appraisal methods to measure and evaluate the level and uniformity of 
assessed values. The ratio is determined by dividing the assessed value of a 
parcel of real property by the sales price of that parcel. The phrase may also 
refer to the total assessed value of all real property parcels of a particular class 
or subclass of real property sold during a particular time frame divided by the 
total sales price of all real property parcels of that class or subclass sold during 
that same time frame. The assessment/sales ratio is expressed in terms of a 
percentage."31 

• "For purposes of determining the level of value of agricultural and horticultural land 
subject to special valuation under sections 77-1343 to 77-1347.01, the Propel1y Tax 
Administrator shall annually make and issue a comprehensive study developed in 
compliance with professionally accepted mass appraisal techniques to establish the 
level of value if in his or her opinion the level of value cannot be developed through 
the use of the comprehensive assessment ratio studies developed in subsection (3) of 
this section."32 

• "County assessors and other taxing officials shall electronically report data on the 
assessed valuation and other features of the property assessment process for such 
periods and in such form and content as the Property Tax Administrator shall deem 
appropriate. The Property Tax Administrator shall so construct and maintain the 
system used to collect and analyze the data to enable him or her to make intracounty 
comparisons of assessed valuation, including school districts and other political 
subdivisions, as well as intercounty comparisons of assessed valuation, including 
school districts and other political subdivisions. The Property Tax Administrator shall 

29 Neb. Rev. Stat. Section 77-1327(2). 

30 Neb. Rev. Stat. Section 77-1327(3). 

31 442 Neb. Admin. Code, chapter 9, section 002.02. 

Neb. Rev. Stat. section 77-1327(4). 
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include analysis of real property sales pursuant to land contracts and sinlilar transfers 
at the time of execution of the contract or similar transfer.,,33 

• "On or before 19 days after the final filing due date for the abstract of asseSSll1ent for 
real property pursuant to Neb. Rev. Stat. section 77-1514, the Property Tax 
Administrator must prepare and deliver to [TERC] and to each county assessor his or 
her annual reports and opinions. Beginning January 1, 2014, for any county \,\/ith a 
population of at least one hundred fifty thousand inhabitants according to the lTIOst 
recent federal decennial census, the reports or opinions shall be prepared and 
delivered on or before fifteen days following such final filing due date."34 

• "The annual reports and opinions of the Property Tax Administrator shall contain 
statistical and narrative reports informing [TERC] of the level of value and the quality 
of assessment of the classes and subclasses of real property within the county and a 
certification of the opinion of the Property Tax Administrator regarding the level of 
value and quality of assessment of the classes and subclasses of real property in the 
county."35 

• "In addition to an opinion of level of value and quality of assessment in the county, 
the Property Tax Administrator may make nonbinding recommendations for 
consideration by [TERC].,,36 The Property Tax Administrator shall employ the 
methods specified in section 77-112, the comprehensive assessment ratio study 
specified in section 77-1327, other statistical studies, and an analysis of the 
assessment practices employed by the county assessor. If necessary to determine the 
level of value and quality of assessment in a county, the Property Tax Administrator 
may use sales of comparable real property in market areas similar to the county or 
area in question or from another county as indicators of the level of value and the 
quality of assessment in a county. The Property Tax Administrator may use any other 
relevant information in providing the annual reports and opinions to [TERC]. 37 

• "The Property Tax Administrator must notify each school district and each local 
system of its adjusted valuation for the current assessment year by class of property 
on or before October 10. Establishment of the adjusted valuation must be based on 
the taxable value certified by the county assessor for each school district in the county 
adjusted by the determination of the level of value for each school district from an 
analysis of the comprehensive assessment ratio study or other studies developed by 
the Property Tax Administrator, in compliance with professionally accepted mass 
appraisal techniques, as required by Neb. Rev. Stat. section 77-1327. The Tax 

33 Neb. Rev. Stat. section 77-1327(5), as amended by Laws 2011, LB 210, section 5 (operative August 27, 
2011). 

34 Neb. Rev. Stat. section 77-5027(2), as amended by Laws 2011, LB 384, section 35 (operative August 27, 
2011). 

35 Neb. Rev. Stat. section 77-5027(3). 

36 Neb. Rev. Stat. section 77-5027(4). 

37 Neb. Rev. Stat. section 77-5027(5). 
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Commissioner must adopt and promulgate rules and regulations setting forth 
standards for the determination of level of value for state aid purpos5,:s~~~:: -: 

D. Equalization Responsibilities of the TERC 

1. Nebraska Constitution 

The Nebraska Constitution gives the Tax Equalization and Review Conlrrllssion 
(TERC) "power to review and equalize assessments of property for taxation within the 
state .... "39 

2. Nebraska Statutes 

Anl0ng its other statutory powers and duties, TERC "has the power and duty to hear 
and determine appeals of: (1) Decisions of any .county board of equalization equalizing 
the value of individual tracts, lots, or parcels of real property so that all real property is 
assessed uniformly and proportionately .... "40 

a. Applicable Nebraska Statutes and TERC Regulations 

A number of Nebraska statutes and administrative regulations set forth TERC's 
equalization responsibilities. Those laws are regularly cited as the "Applicable Law" by 
TERC in its written equaliztion decisions.41 Nebraska's Property Tax Administrator and a 
county are always the parties in a TERC equalization proceding. 

• TERC must meet annually to equalize the assessed value, or special value of all real 
property as submitted by the county assessors on the abstracts of assessment and 
equalize the values of real property which is valued by the state. TERC has power to 
"recess" fronl time to time until the equalization process is complete and its 
equalization hearings can be held by means of videoconference "or telephone 
conference. ,,42 

38 Neb. Rev. Stat. section 79-1016(2)(emphasis added). 

39 Neb. Const., art. IV, section 28 (emphasis added). 

40 Neb. Rev. Stat. section 77-5007(1)(emphasis added). 

41 See, e.g., lnthe Matter of the Equalization of Value of Real Property Within Boone County, Nebraska, 
for Tax Year 2011, pp. 2-4, County Number 6, Findings and Orders (No Show Cause Hearing), Nebraska 
Tax Equalization and Review COInmission (May 12, 2011); In the Matter of the Equalization of Value of 
Real Property Within Douglas County, Nebraska, for Tax Year 2011, County Number 28, Findings and 
Orders (No Show Cause Hearing), pp. 2-4, Nebraska Tax Equalization and Review Commission (May 12, 
2011 )(same); and In the Matter of the Equalization of Value of Real Property Within Lancaster County, 
Nebraska, for Tax Year 2011, County Number 55, Findings and Orders (No Show Cause Hearing), pp. 2-4, 
Nebraska Tax Equalization and Review Commission (May 12, 2011 )(same). 

42 Neb. Rev. Stat. section 77-5022, as amended by Laws 2011, LB 384, section 33. 

12 



Stephen Moore, Research Analyst, Revenue Commjttee, Nebraska Legislalure (12202011). 

• TERC must, pursuant to Neb. Rev. Stat. section 77-5026, raise or lower the valuation 
of a cla.s~9!-..SJ!J:!~as~of real property as necessary to achieve equalization.43 

• Pursuant to Neb. Rev. Stat. section 77-5023, if TERC finds that the level of value of a 
class or subclass of real property fails to satisfy the requirements of section 77-5023, 
it must issue a notice to the counties which it deems either undervalued or overvalued 
and must set a date for hearing at least five days following the mailing of the notice 
unless notice is waived. The notice-unless waived-must be mailed to the county 
clerk, county assessor, and chairperson of the county board. At the hearing the county 
assessor or other legal representatives of the county can appear and show cause why 
the value of a class or subclass of real property of the county should not be adjusted. 
A county assessor or other legal representative of the county can waive notice of the 
hearing or consent to entry of an order adjusting the value of a class or subclass of 
real property without further notice. At the hearing, TERC can receive testimony 
from any interested person.44 

• To achieve equalization, TERC must-pursuant to Neb. Rev. Stat. section 77-5022-
increase or decrease the value of a class or subclass of real property in any county or 
taxing authority or of real property valued by the state so that all classes or subclasses 
of real property in all counties fall within an acceptable range.45 

• An acceptable range is the percentage of variation from a standard for valuation as 
measured by an established indicator of central tendency of assessment.46 

o TERC's "preferred 4established indicator of central tendency' is the 
median.,,47 

o The acceptable ratio range for the median of the assessment/sales ratio is from 
69% to 75% of actual or fair market value for the class and subclasses of 
agricultural land and horticultural land not receiving special valuation 
pursuant to Neb. Rev. Stat. section 77-1344; 69% to 75% of special valuation 
for the class and subclasses of agricultural land and horticultural land 
receiving special valuation pursuant to Neb. Rev. Stat. section 77-1344; and 
92% to 100% of actual or fair market value for all other classes and subclasses 
of real property.48 

43 Neb. Rev. Stat. Section 77-5027(1). 

44 Neb. Rev. Stat. section 77-5026. 

45 Neb. Rev. Stat. section 77-5023(1). 

46 Neb. Rev. Stat. section 77-5023(2). 

47 442, Neb. Admin. Code, chapter 9, section 004 (June] 1,2011). 

4& Neb. Rev. Stat. section 77-5023(2). 
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o Whether or not the level of value determined by TERC falls within the 
acceptable range may be determined to a reasonable degree of certainty 
relying upon generally accepted mass appraisal techniques. 49 

o The acceptable range for the "coefficient of dispersion" (COD) is: 15 percent 
or less for residential real property; 20 percent or less for agricultural land; 20 
percent or less for commercial property; and 20 percent or less for vacant land 
and other classes of property. 50 

o The acceptable range for the "price related differential" (PRD) for all classes 
and subclasses of real property is .98 to 1.03.5] 

• The annual notice that TERC must publish in a newspaper of general circulation in 
the State of Nebraska of the time and place of its first statewide equalization meeting 
must "contain a statement advising that any petition brought by a county board of 
equalization pursuant to section 77-1504.01 to adjust the value of a class or subclass 
of real property will be heard between July 26 and August 10 at a date, time, and 
place as provided in the agenda maintained by the commission."52 

h. TERC's Review of Assessment Practices 

Additionally, TERC's written decisions in statewide equalization proceedings 
regularly provide "A Review of Assessment Practices" in each county_ For example, In 
the Matter of the Equalization of Value of Real Property Within Douglas County, 
Nebraska, for Tax Year 2011, TERC wrote that: 

"The level of value for any class or subclass of real property is indicated by its 
median assessment-sales ratio unless that ratio is deemed unreliable, the sample from 
which the ratio is drawn is not representative of the class or subclass, or the level of 
value has been determined based on other generally accepted mass appraisal 
techniques. 

The uniformity and proportionality of assessments (the "quality" of assessments), 
under professionally accepted mass appraisal methods, are measured through the use 
of the Coefficient of Dispersion ("COD") and the Price Related Differential 
("PRD")."53 

49 Neb. Rev. Stat. Section 77-5023(5). 

50 442 Neb. Admin. Code, chapter. 9, section 005.02 (June 11, 2011). 

51 442 Neb. Admin. Code, chapter 9, section 005.03 (June 11,2011). 

52 Neb. Rev. Stat. section 77-5024.01, as amended by Laws 20] 1, LB 384, section 34 (operative August 27, 
2011.) 

53 In the Matter of the Equalization of Value of Real Property Within Douglas County, Nebraska, for Tax 
Year 2011, County Number 28, Findings and Orders (No Show Cause Hearing), pp. 1-2, Nebraska Tax 
Equalization and Review Commission (May ]2,2011). See also, In the Matter of the Equalization of Value 
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IV. Third-Party Study of the Methodology Used by the Property Tax Adnlinistrator 
for Reporting and Giving Opinions on the ~e~_c!f~r"EquaJization Adjustments for 
Agricultural Land 

The following material is the Executive Summary of the independent third-party study 
entitled Review of the Expanded Agricultural Land Analysis Methodology54: 

"1. Executive Summary 

Almy, Gloudemans, Jacobs & Denne (AGJD) was selected to review the methodology 
adopted by the Property Tax Administrator (PTA) for reporting and opining on the need for 
equalization adjustments to county assessments of agricultural land, which adjustments may 
be ordered by the Tax Equalization and Review Commission. Recent changes to those 
methods had engendered unresolved questions and some controversy, resulting in a desire on 
the part of all stakeholders to resolve the issues before beginning work on the next cyc1e of 
data analysis. This report describes the various issues raised, the evidence and other 
considerations surrounding them, and the conc1usions we reached. Our conc1usions were 
based on our discussions with stakeholders, our famjliarity with authoritative sources, 
inc1uding the lAAO Standard on Ratio Studies (2010) and the practices of other similar 
jurisdictions, and our analyses of the questioned methodology and supporting data for a 
sample of six agricultural market areas. 

Section 2 of this report discusses the issue of agricultural land sales that inc1ude property 
other than land alone. Section 3 addresses the procedures that have been adopted by the 
Property Assessment Division of the Department of Revenue (the Division) for adding outof
county sales and removing sales in order to make the sample more representative. 
Sections 1.1 and 1.2 below summarize our main recommendations in each area. 

1.1 Agricultural Sales with Minimal Value Contributions Apart From Land 
Sales of agricultural parcels where land, rather than improvements, constitutes at least 95 
percent of the assessed value are treated by default in the analyses of the Division as if there 
were no contributory value associated with the minor improvements. Some local assessors 
oppose this policy and believe that if such sales are to be used the sale price should be 
adjusted using the prior improvement assessment. We find the Division's policy to be 
fundamentally reasonable. We suggest, however, that the current poJicy of a rebuttable 
presumption of nil value be c1arified and a mechanism be developed to facilitate an efficient 
means by which assessors can rebut it and provide the estimate of contributory value required 
under best practices. 

1.2 Methodology for Augmenting Minimal Land Sales in Nleasuring Value 
The Division's methods of remedying small sample sizes have been criticized for being 
subject to bias, illegitimate, unnecessary, and otherwise unacceptable. We find there to be no 
grounds for rejecting the methods on their face. We believe that the perceived potential for 
bias was ill informed and that the sample-expansion efforts were well placed. We also 

of Real Property Within Boone County, Nebraska,Jor Tax Year 2011, pp. 2-4, County Number 6, Findings 
and Orders (No Show Cause Hearing), Nebraska Tax Equalization and Review Commission (May 12, 
2011)(same); and In the Matter oJ the Equalization oJ Value of Real Property Within Lancaster County, 
Nebraska, for Tax Year 2011, County Number 55, Findings and Orders (No Show Cause Hearing), pp. 2-4, 
Nebraska Tax Equalization and Review Commission (May 12, 2011)(same). 

54 Review oJthe Expanded Agricultural Land Analysis Methodology, Almy, Gloudemans, Jacobs & Denne, 
Property Taxation and Assessment Consultants, Phoenix, Arizona (October 31, 2011). Appendix B 
contains a copy of that study. 
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believe thatlhe methodology can be improved in several important respects. The chief 
improvements we believe can and should be made are to implement weighting as an 
alternative to random deletions when sales samples contain over-represented strata, to 
consider the development of a statewide CAMA model to enable market-based value 
estimates of virtually all agricultural land, to implement a practice of adjusting sales for time, 
and to develop more formal decision rules regarding sample expansion efforts and thereby 
clarify the rationale and legitimacy of the procedures. "55 

That study concluded by Inaking the following five recommendations: 

"3.3.1 We recommend that significant attention continue to be paid to issues of sample size 
and representation, and that any pressures to accept the potentially erratic results of small 
unrepresentative samples in the name of "letting the chips fall where they may" be resisted. 

3.3.2 We recommend that serious consideration be given to developing valid adjustments 
for changes in price levels between the date of sale and the effective date of the Property Tax 
Administrator's (PTA's) Report and Opinion. 

3.3.3 We recommend that consideration be given to weighting sample elements in 
preference to deleting them for purposes of increasing a sample's representativeness. 

3.3.4 We recommend that consideration be given to developing a statewide CAMA model 
for agricultural land incorporating variables for time of sale, LCGIMLU considerations, and 
locational factors not constrained by political boundaries not of economic significance. Such 
a model could be used to develop market-based appraisals for virtually all agricultural land in 
each county, thus providing nearly complete coverage and avoiding issues of proportionality 
among MLUs in sales samples. 

3.3.5 We reCOfllmend that explicit decision rules be developed to guide the use of out-of county 
sales and clarify their legitimacy in terms of target sample size and statistical 
reliability. Target sample sizes would ideally derive from sample size formulas, but rules of 

thumb guided by statistical principles and practical criteria may be more realistic.,,56 

v. LR 350 Public Hearing: November 18,2011 

On November 18, 2011, the Revenue Committee held a public hearing concerning LR 
350 at 10:00 am in Room 1525 of the Nebraska State Capitol. Eight individuals testified 
during that hearing.57 The following material provides select highlights of that hearing. 

Most of the hearing was devoted to the issue of using the comparable sales method for 
determining the actual value (i.e., fair market value) of a "farm home site" (as defined in 
Neb. Rev. Stat. § 77-1359) for purposes of so-called "greenbelt" valuation pursuant to 

55 Id., p. 1. 

56 Id., pp. 11-12. 

57 A written transcript of the LR 350 public hearing held on November 18, 2011, is available from the Clerk 
of the Legislature's Transcribers (402) 471-2119. A copy of all exhibits submitted during that hearing is 
available from the Committee Clerk of the Revenue Committee. The appendices to this report contain 
some, but not all, of those exhibits. 

16 



Stephen Moore, Research Analyst, Revenue Committee, Nebraska Legislature (12202011). 

Neb. Rev. Stat. §§ 77-1359 to 77 -1363. Testimony on that issue focused primarily on the 
Sarpy County assessor's determination that residential land located in a platted and __ Z~!l-t~d 
subdivision that included a lake was comparable land for purposes of detern1inini the ~., . 
value of land beneath a farm home site. One of the taxpayers-Gerald Vinduska-who 
was adversely affected by that assessor's determination appealed the 2009 valuation of his 
farm home site to Nebraska's Tax Equalization and Review Commission (TERC) which 
increased the value of the taxpayer's farm home site above the value assigned to it by the 
Sarpy County assessor and the Sarpy County Board of Equalization because, in TERC's 
view, the best evidence of the value of the taxpayer's farm home site was presented by an 
appraiser hired by the Sarpy County assessor. 58 

The Seward County Assessor testified with respect to "the minimally improved process 
and expanded agricultural land analysis process being used to establish a level of value 
for agriculturalland for statewide equalization.,,59 

Ruth Sorensen, Nebraska's Property Tax Administrator, testified that the comparable 
sales guidelines set forth in Neb. Rev. Stat. § 77-1371 either "need to be updated" or 
repealed and replaced with "the more stringent guidelines promulgated by the 
Department which must be followed by the county assessors when they determine 
whether a sale is a qualified sale.,,60 Her written testimony also states that "Intercounty 
equalization allows for the use of a larger sample size from adjoining counties with 
similar market characteristics" which "results in distributing valuation more uniformly 
and proportionately .... Without intercounty equalization, disproportionate valuation can 
occur." 61 

VI. Recommendations 

The Revenue Committee recommends the introduction of a bill to amend Neb. Rev. Stat. 
§ 77-1371 to provide that residential land located in a platted and zoned subdivision is 
not comparable to land that is part of a "farm home site" for purposes of special valuation 
under Neb. Rev. Stat. §§ 77-1359 to 77-1363. (Neb. Rev. Stat. § 77-1359 defines "fann 
home site" to mean "not more than one acre of land contiguous to a farm site which 
includes an inhabitable residence and improvements used for residential purposes, and 
such improvements include utility connections, water and sewer systems, and improved 
access to a public road .... ") 

58 Appendix C contains a copy of Jean G. Vinduska, Trustee, Jean G. Vinduska, Rev. Trust, Appellant, v. 
Sarpy County Board of Equalization Appellee, Nebraska Tax Equalization and Review Commission, Case 
No. 09SV008 (June 1, 2011)Appelldix D contains a copy of a similar case, Connie L. Anderson, Appellant, 
v. Sarpy County Board of Equalization, Appellee, Nebraska Tax Equalization and Review Commission, 
Case No. 09SV007 (June 1,2011). 

59 Written testimony of Marilyn Hladky, Seward County Assessor, which was submitted as an exhibit 
during the LR 350 public hearing. Appendix E contains a copy. 

60 Written testimony of Ruth Sorensen, Nebraska Property Tax Administrator, which was submitted as an 
exhibit during the LR 350 public hearing. Appendix F contains a copy. 

61Id 
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4.7.5 Sealed Bids 4.10 Type and lenns of Financing 
Verification of sales of properties that. arc marketed and Certain types of financing can allen rhe sale price. The 
sold by sealed bids should follow tile guidelines for prop- informarion needed to (kterminc the amount of £1fUust
en)' t hat is sold by <lllctjon (sec Sect jon ~>.i15);- it is alsu---'d1"lthTtto:'thc sale price includes the amoullt of t he down 
imporrant to discover how many bids were received. If payment, type of loan, interest rat.e, amortization pro-
oIlly one bid \\.'as offered and no fec appraisal \vas made visions, and tlle type and value of allY trade. It is also 
on the property, the sale should not be cOllsidered important to know whether the sale conveys title to the 
a ,'alid transactioIl. If a fee appraisal was made 011 the property or whether it is a land contract. in which tille 

property and the bid was wit.hin a t)vical range, the sale is not conveyed ulltil sometime ill the future; typically 
may be considered a valid transaction especially when several years. 
salI1ple siz(~s arc small. 

4.7.6 Word-of Mouth 
\Vonl-of-rnouth rnarket ing is typically more prevalellt 
in rural areas. This method of marketing real property 
requires verification to allswer the follmvillg questions: 

• How did the buyer discover the propt~ny was 
for sale? 

• How widely was the property marketed? 

• Is word-of-mouth typical exposure for the area? 

• How was the sale price determined? 

• ,,,ras a fee appraisal made on the propeny, and 
if so, what was the arnoun t? 

• vVhat "\vas the condition of the property at the 
time of sale? 

• Was the seller actively marketing the property 
at the time of sale? 

Since the buyer would not be able to provide an answer 
to the m~~ority of these questions, the seller is the best 
source of information. 

4.8 Tinle on the Market 
Sales of properties that have been exposed to the open 
market too long, not long enough, or not at all may not 
represent market value. The jurisdiction should moni
tor typical marketing time. The typical lllarketing tillle 
may be longer ill a deplTsscd market. 

4.9 Interest Transferred 
A transaction that conveys rhe full rights of ownership 
to a property is knowil as a fee simple transfer. Fce simple 
is defined ill land ownership as the complcte interest 
in a property, subject only to governmental powers such 
as eminent domain. Transfers that convey less than full 
interest are rarely usable in ma.-;s appraisal or in ratio 
studies without adjustments, unless the appraised vallle 
and sale price reflect the same ownership rights. Exam
ples or partial interest transfers include sales involving 
hfe estates, encumbered ieascs, fractional interest, and 
mineral rights. 
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4.11 Personal Property 
The sales verification qucstionnairt; should note the type 
and value of any sigllificant personal property (both tan
gible and intangible listed separately) included in the 
sale price. 

4.12 Date of Transfer 
This is the dare on which the sale was closed or complet
ed. I\ot all jurisdictions require recordation of deeds; 
therefore, the deed date should be considered the rnost 
reliable date of sale, not the recording date. If a copy of 
the deed is not available, the date on the sales verifica
tion questionnaire should be used. 

4.13 Deed Instrument Number 
The deed instrument or document number, as weB as 
the record or deed book and page, indicates where the 
deed is located in the oflicial records and is an impor
tant asset in researching sales and leases. 

4.14 Unique Sale NUlnber 
A unique sale number can tie a sale validation question
naire to a particular panel and eliminate confusion 
if the parcel sells more than once. A unique number 
should be assigned to sales verification questionnaires 
completed at the time of recordation of the deed. Legis
latjon requiring that the sales vClification questionnaire 
be provided at the time of deed recordation provides 
leverage ill ensuring the form is completed properly, a 
unique nurnher is applied, alld each transfer is account
ed for. For electronic reponing to oversight agencies, 
this unique number could then be tied to the jurisdic
tion's identificatioll lIl11llber alld parcel identiflcatioll 
number. 

5. Sales Verification 
Sales should be verified ro determine whether they re
flect the market value of the real property transferred. 
Specific objectives for sales verification include but are 
not jimited to the following: 

• Sale prices reflect only the market value of the 
real property transferred and not the value of 
personal property, financing, or lCdscs. 



• Sales occurred during the lime frame being 
tested or modeled. 

• Sales are excluded only when they fail to meet 
the reqllirements of all open-market, arm's
length transanioll. 

All sales llIeetillg I he definition of market value should 
he included as \-alid trallsactiolls unless one of the fol
IO\\illg lWo cOIlditions exists: 

Data for the sale arc illcomplete, unverifiable, 
or suspect. 

• The sale Liils to pass Olle or more specific tests 
of acccptabiliry. 

Although all sales should normally be verified for use in 
rnodelillg and appraisal analyses, for ratio studies a sub
set of sales call be sekned for verification if the verified 
sales provide a sufJlciclllly representative sample for pur
poses of the study (see S'tandan[ on Rtltio Studies [LAAO 
2010J for discussion on representative samples). 

The position should be takell t.hat all sales are candi
dates as v,llid sales unless sufficient information can be 
documen ted to show otherw-ise. If sales are excluded for 
ratio studies without substantiation, the study may ap
pear to be subjective. Reason codes may be established 
for valid and invalid sales for both ratio studies and mod
el calibration. 

No single set of sales screening rules or recommenda
tions can be universally applicable for all uses of sales 
data or under all conditions. Sales verification guidelines 
and procedures should be consistent with the provisions 
of the value definition applicable to the jurisdiction. As
sessors should use their jndgment, but they should not 
be arbitrd.ry. For nnifonn judgments, verification pro
cedures should be in writing. All personnel should be 
thoroughly familiar widl these procedures as well as with 
underlying real estate principles (Tomberlin 2001). 

5.1 Importance of Sales Verification 
Sales data are needed for the valuation process and for 
sales ratio studies. The reliability of any v'aluation model 
or sales ratio depends on the quality and quantity 
of its data. Sales data should be collected, edited, and 
a(ljusted to obtain valid indicators of market value. Sales 
data should be verifIed by contactillg a party to the sale 
(buyer, or other knowledgeable party) when there 
is a question or an answer is unclear OIl a sales question
naire completed prior to the recordation. In general, 
the fewer the sales, the less common or more complex 
the property, and t.he more atypical the sale plice, the 
greater the effort should be to conf-irrn the particulars 
of the sale. 

5.2 Methods of SalesYerincation 
In general, the completeness and accuracy of sales data 
are best confirmed by requesting the particulars of a sale 
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from parries 10 tbe salc _ Historically, people COIlSCllt t.o 
interviews if they kl1<)wwhat is Of!IIClIl; ullder
stand the illlportance of the rcqut'sl; awl. arc tn~at('d 
with respect. \Vhcll sates data arc Ilul available OIl ! 1<111S

fer dOCtllnenL.;;, disclosure dOClIlllclltS, arc incoJJlplere, 
or requil-e fllrther vcrifictl iOll) IMrtics 10 I he t rallsacrioll 
may be C()l}tactcd llsing- rhe follo\\'illg IllClltods_ 

• Sales veriiicarioll qUf'stiunll(lilCS (oilicr than tlie 

mandatory disclosure qlle .... 'ioltllaire (Olllpktcd 

at time of sale) 

• Personal iuterviews, 

Comprehensive sales verificat ion (Illest IOllllain:s reduce 
the number of follow-up verificlIi()[ls required bur do 
not totally eliminate them. Sales information should 
never be considered absolutely trustworthy. All ideal 
sales verification system \vould a Illcchallism 1(x 
the accurate and timely completion of rile sales verifica
tion questionnaire. One of the ,thon: methods should 
be used when a questioll remains un~msw(Tcd or Ihere 
are other questions regardillg a sale_ 

For both telephone alld persollal intcl-views, it may be 
necessary to pro\~de verification of the purpose of,.r.he 
interview. The contact persoH should be rcady to supply 
names and a phone number of a supervisor or human 
resource contact who can their employment and 
the purpose of the contact. 

Preparing a list of basic questions f()[ staff to a.',;k during 
the interview ensures uniformity and cUllsistellC): and 
often leads to discovery of problems regarding the trallS
action. Specific questions should be prepared and staff 
trdined for sales involving tile f()llowillg (see Appendix B 
for examples of questions for situatiuns): 

• A(ljoining property owner 

• Auctiolls 

• Internet marketing 

• Lease bac ks 

• Personal properly 

• Property characteristic changes 

• Related parties 

• Sealed bids 

• Uninformed buyers and sellers 

• vVord-of.mouth 

• IRS 1031 Exchanges. 

5.2.1 Additional Sales Verification Qlleslio1l1Wires 

(Other Than Mandatory Disclo.,)"'ure 

Questionnaires COll1pleted at the Ti111e of Sale) 
vVhiIe mailing sales verification qllcs!ionnaircs may be 
the least expensive method of obtaiIling or verifying ill-
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fonnatjon subsequent to the sale, there are several dis
advan tages, as follows: 

• Response is not immediate. 

• Additional contact may be needed. 

• Information is limited to what is staled on {he 

sales verification questionnaire. 

• Prill ring and mailing costs are incurred. 

:Mailed sales verification questionnaires should be ~L"; 

concise as possibk and should include the folk)\\'ing: 

• Postage-paid return envelope 

• OHicial stationery 

• Purpose of the sales verification questionllaire 

• Contact person (name, telephone number and 
e-mait address for additional information) 

• Authorized signature (of person completing 
the questionnaire) 

Specialized questionnaires may be designed for a spe
cific type of property or situation such as an income 
producing property or a property that sells with alypi
cal financing. Specialized questionnaires can be devel
oped for numerous situations; however, all should follow 
the guidelines for tlle regular quest.ionnaire suggested 
above. 

5.2.2 Telepho1le Interviews 
Telephone interviews provide quick responses and t.he 
opportunity for immediate clarification. Disadvantages 
are as follows: 

• Inability to prove caller's identity 

• Need for trained staff 

• Difficulty in reaching the party to the sale. 

An opening script should be 'written for telephone inler
views. Always stat.e your name, the office you represent, 
and the purpose of the telephone call. If the iIldividual is 
unable to talk, ask for a specific time that would be more 
convenient. It is extremely important to use simple con
versational words and avoid slang and industry jargon. 
Intenriews should be short, courteous, and to the poin\. 

5.2.3 Personal Interv'iews 
The disadvantages of the in-person interview are they 
are the most costly and qualified analysts or appraisers 
should perform this task. However, they are most effec
tive for the following reasons: 

• Refusals less frequen t 

$ Information more reliable 

• More unusual or special considerations revealed. 

For personal inrerviews it is critical t.o be on time. An 
identification badge or business card should be present-

10 

ed upon introduction. All paperwork and forms should 
be a\'ailablc and in order before Ihe interview begins. 
The st.yle and tonc of the conversat.ioll should be geared 
to Ihe interview settjng. It can sometiIJl..eLJ?(,;, hdp[uJ to 
establish rapport through brief sll1alf talk.-~!lailltaill eye 

contact, smile, and be friendly and respectful rhrough
aul the conversation. 

5.3 Sales Generally Considered Invalid 
The following types of sales are often found to be ill~ 

valid and can be excluded ulliess a larger sample size 
i~ needed. If a larger sample size is needed, these sales 
require \·erificatioll. 

• Sales involving governmellt agencies 

Sales involving charitable, religious, or educa
tional institutions 

• Sales involving financial institutions as buyer or 
seller 

• Sales between relal ives or between corporate 
aHlliates 

• Sales settling an estat.e 

• Forced sales resulting from a judicial order 

• Sales of doubtful title 

5.3.1 Sales Involving Government Agencies 
Sales to government agencies can involve an element 
of compulsion and often occur at prices higher than 
would otherwise be expected. \-Vhen the government.al 
agency is the seller, values typically fall on the low end 
of the value range. The latter should not be considered 
in model calibration or ratio studies unless an analysis 
indicates governmental sales have alIened the market 
in specific market areas or neighborhoods. Each sale in 
t.his category should be thoroughly researched prior to 
usc. See Appendix C for a listing of some of the govenl
rnent agencies in this category 

5.3.2 Sales Involving Charitable, Religious or 
Educational Institutions 
A sale to such an organization can involve an element 
of philanthropy, and a sale by sllch an organization can 
involve a nominal cOllsideration or restrictive covenants. 
These sales often involve partial and therefore are 
generally not representative of market valuc. 

5.3.3 Sales Involving Financial Institution as 
Buyer 
These sales are often made in lien of foreclosure and are 
not exposed to the open market. ilowever, open~market. 
sales in which a financial institution is a wiliing buyer, 
such as the purchase of vacant land for}lJ':~E~lnsbpankJ 
may be considered pOlen tially Ir,:lJlsac:tiorls. 



5.3.4 Sales Involving Financial Institutioll as 
Seller 
A foreclosure is not a sale but the legal process 
which a lien on a prolle~entorccd. The 1Tl~~jOl-ily of 
the sales in which the financial institutioll is the seller 
arc properties that were formerly foreclosed 011 the 
financial institution. ]-\lso, t.hey are easily ideIlIiflcd bc
cause the seller is the financial illstitutioJl. These sales 
typically are on the low side of the value rallge hecallse 
the financial institution is highly mol iV<l!cd to sell alld 
may be required by banking regulatiolls to rClllO\(' r he 
property from its books. 'Il1e longer the property is car
ried on the books by lhe finaIlcial institlltion. the lower 
the a.o;;killg price is likely to he. If the finallcial iIJsti(\l
lion was ordered by baIlking regulators to dispose of the 
property regctrdless of the sale price, the sale should not 
be included as a valid transaction. 

Sales in which a financial institutioll is the seller ryvically 
should be considered as potentially v"dlid for model cali
bration and ratio studies if they comprise more thall 20 
percent of sales in a specific market area. Care should be 
taken in validating this type of sale to accoun t lor changes 
in property characteristics (see Section 5.10) Ally prop
erties that have been vandalized should be excluded. 

5.3.5 Sales between Relatives or Corporate 
Affiliates 
Sales between close relatives (parents, children, aunts, 
uncles) nephews, nieces, grandparents) or corporate af
filiates are usually non-open-market transactions. If the 
following factors apply during the follow-up verification, 
the sale Inay be considered a va.lid transactioll. 

• The property was exposed on the open market. 

• The asking and selling price was within the 
range that any party purchasing the property 
would be expected to pay. 

• The sale meets all other criteria of being an 
open-market, arm's-length transaction. 

5.3.6 Sales Settling an Estate 
A conveyance by an executor or trnstee under powers 

in a \'\till may not represent fair market value, 
particularly if the sale takes place SOOIl aher the will has 
been filed and admitted to probate in order to salis!)' the 
decedent's debts or the \·.r:ishes of an heir. 

5.3.7 Forced Sales Resultingfroln aJudicial 
Order 
These sales should never be considered for model cali
bration or ratio studies. The seller in these sales is usu
ally a sheriff, receiver, or other court offIcer. 

~5.3.8 Sales of Doubtful Title 
Sales in which title is in doubt tend to be below mar
ket value. vVhen a sale is made 011 other than a warranty 
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deed, there is a question of whether the title is mer
chantable. :\ quitclaim deed is an example. 

5.4 Sales ,\lith Special Conditions 
Sales with conditiolls can be open-market trans
anions; howenT, they should be verified thoroughly. 
Tile following are types of sales with special conditions. 

Trades 

• Partial in!Cn:sb 

• Land contracts 

• Incomplete or llnbllilt common property 

• Auctions 

5.4.1 Trades 
In a trade, the buyer gives the seller one or more items 
of real or personal property as all or part of the full 
cOllsiderat.ioll. If the sale is a pure trade with the sell
er no money or securities, the sale should be 
excluded from analysis. If the sale involves both money 
and traded property, it may be possible to include the 
sale in the allalysis if the value of the traded property is 
st ipulated, can be estimated with accuracy, or is small in 
comparison to the total consideration. However, trans
actions involving trades should be excluded from t.he 

whenever possible, particularly when the value 
of the traded property is substantial. 

5.4.2 Partial Interest 
A sale iIl\'olving a conveyance ofless than the full interest 
in a property should be excluded as a valid transaction. 
Sometimes all the partial interest owners of a property 
may agree to syndication and sell their portions of the 
estate to a buyer (typically on the same day). However, 
the sum of all the sale prices may not necessarily indicate 
the market value of the whole property. These transfers 
should not be used as valid sales without thorough test-

analysis, aud documentation, 

5.4.3 Land Contracts 
Land contracts (also knmvn as contracts for deeds) and 
other installment purcha...;;e agreements in which title 
is llot trallsferred until the contract is fulfilled require 
careful Deeds in fulfillment of a land contract 
often reflect market conditions several years in the past, 
and sucll dated information should not be considered. 
Sales data from lalld contracts also can reflect the value 
of the financing arrangements. In such instances, if the 
trallsaction is recent, the sale price should be a~justed 
for financing, if warranted, and included as a valid trans
actioll (see Section 7.4.4). Because t.he contract itself 
often is not recorded, discoVeI)' of these sales is difficult 
until the deed is finally recorded. The sale then is likely 
to be too old to be used. 
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5.4.4 bZC011ljJlete or Unbuilt C011lUlOll Property 
Sales of condominium units and of units ill planned unit 
dcvelopnlenls or vacation resorts often include an inter
est in common elements (e.g., golf courses, clubhouses. 
or s\vimrning pools) that may not exist or be usable on 
the date of sale or on the assessment date. Sales of sllch 
propertics should be examined to determine whether 
prices might be influenced by promises to add or CO/l1-

plete common elements at some later date. Sales whose 
prices are influenced by sHch promises should be ex

cluded or the sales price should he adjusted 10 reflcct 
only the va1ue of the improvements or amenities ill exis
tence on the a.<;sessmcnt date. 

5.4.5 Auction Sales 

In general, auction sales of real property tend to be at 
the lower end of the price spectrum and are more preva
lent in rural areas. Absolute auctions do not have a low 
bid clause or right of refusal and typically are advert.ised 
as absolute auctions. The property is sold to the high
est bidder whatever that bid may be. All absolute auc
tions should be considered invalid. Before auction sales 
should be considered as valid transactions, the follov.ring 
criteria should be met. 

• 'Vas the auction well-advertised? 

• Was the auction well-attended? 

• Did the seller have a minimum bid or the right 
of refusal on all bids (with reserve)? 

5.5 Acquisitions or Divestments by Large 
Property Owners 
Acquisitions or divestments by large corporations, pen
sion funds, or real estate investment trust (REDs) that 
involve mulrjple parcels typically should not be consid
ered for analysis. 

5.6 Multiple-Parcel Sales 
A multiple-parcel sale is a transaction inv01ving more 
than one parcel of real property_ These transactions 
present special considerations and should be researched 
and analyzed plior to being llsed for \'aluation or ratio 
studies. 

If the appraiser needs to include multiple-parcel sales, 
it should be determined whether the parcels are con
tiguous and whether the sale is a single economic unit 
or multiple economic units. Regardless of whether the 
parcels are contif,'11011S, any multiple-parcel sale that in
volves multiple economic units generally should not be 
used in valuation or ratio studies. 

For example, 

Parcel No. Appraised Value Sale Price 

001 $ 150,000 

002 50,000 

003 100,000 

Total $ 3001000 $315,000 

5.7 IRS Section 1031 Exchanges 
Internal Revellue Service (IRS) Code Section 1031 stip
lIlatcs that investment properties can be sold on a tax
deferred basis if certain requirements are met. These 
transact ions enable t he taxpayer to defer gains 
tax on the sale of a business usc or inveStlncIlt property, 
All net equity mllst be reinvested in a certain t.illle pel-i
ad. A certain amount ofundue stimuli may lw.present as 
this time per-iod lapses, Sale transactions tJl::U represent 
Section 10:)1 exchanges should be analyzed like any oth
er commercial transaction and, absent conditions that 
would make the sale price unrepresentative of market 
value, should be considered valid sales. 

5.8 Adjoining Property Owners 
Sales in which the buyer already owns acljoining prop-' 
eny should he examined carefully to determine wheth
er or not the buyer possibly paid more or less than the 
property is worth 011 the open market. In some cases be
cause of the neighbor relationship, the buyer ll\ay even 
receive a deal on the property. These sales should not be 
excluded solely because the buyer owns 3cljoining prop
erty unless one or more of the following reasons exist'i: 

• Buyer is \villing to pay more than the asking 
price. 

• Buyer is willing to pay Blore than the fee ap
praisal. 

• Selling price is substan tially less than the asking 
pnce. 

• Buyer is under ulldue stimuli to purchase the 
aqjoining propeny. 

5.9 Lea'ie backs 
A leaseback is defined as the sale of a building, land, or 
other property to a buyer under special arrangements 
for simultaneously leasing it on a'long-term basis to 

the original seller, usually ""ith an option to renew the 
lease. 'l1lese transaclions are also referred to a.., sa.l.e and 
leaseback and .w1.e-leaseback. Leasebacks occur ill the COl1l

mercial and industrial class of property. Sales involving 
leasebacks are generally invalid because the sale price is 

The snrn of the appraised values for the involved unlikely to represent the !11<trket \-:.llne of the oro DC rtv. 
in the transaction should be compared to the total sale This c~n be determined only by further vcrifi~ati~n (;f 
price (see Appendix D for a copy of a mllltjple::pafc@l?¥'j-ttre~s~le (se-e Appendix B for questions involving lease-
form.) backs). 
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'I)'Pically, t he land and localion is purchased, the build
ing erected, and Ihe properly sold with a long-term 
leaseback clause. A m;~jor beIlefit of the leaseback is 
cash-flo\\' isslIes. 

5.10 Property Characteristic Changes 
Sales data files should rdlen the physical characttTistics 
of the properly wheIl sold. For ratio studies, if sigllificant 
physical changes have occurred to the property between 
the date of sale and the appraisal date, the sale should 
not be included. The sale may still be valid for mass ap
praisal modeling by lllatchillg the sale price to the char
acterist ies that existed on the date of sale. For consisten
cy in applicatioll, written guidelines should be provided 
as to what constitutes sigl1iflcant change. For example, 
all improvemeIll of $:),500 Ill~ not be sif,rnificant for a 
property \,.;ith a selling price of $255,000 (1.4 percent), 
but is sigl1ificant for a property selling for $21,000 (16.7 
percent) . 

5.11 Property Change in Use 
In conducting ratio studies property in which the use 
has changed between the date of appraisal and the date 
of sale should be excluded from further analysis. How
ever, the sale may be used for analytical purposes if it 
can l)(~ matched with iL'i use and physical characteristics 
at the time of sale. 

5.12 Sales \\rith Low' and High Ratios 
It is a best practice to set parameters for further verifica
tion on sales with extreme high or low ratios (e.g., less 
than :')0 percent or greater than 150 percent). Such atyp
ical ratios may be the result of problems that warrant 
further investigation. However, during sales verification 
sales should never be excluded from a ratio study solely 
on the basis of the computed ratio. If no problems are 
discovered with tile sale, it will likely be identified as an 
outlier and be subject to removal during the statistical 
trimming process. 

5.13 Short Sales 
Short sales are difficult to recogl1ize because the parties 
to the sale ale typical buyers and sellers. In a short sale, 
the lien holder agrees to accept. a payoff for less t.han 
the outstanding balance of the mortgage or loan. This 
negotiation is achieved through cOlnmunication with 
a bank's loss mitigation or workout department. The 
h0111CO\Vner or debtor sells the mortgaged property for 
less than the outstanding balance of the loan and tunlS 
over the proceeds of the sale to the lender. In such in
stances, the lender would have the right to approve or 
disapprove a proposed sale. Extenuating circumstances 
influence whether or not banks ,vill discount a loan bal
ance. These circumstances arc usually related to the cur
rent real estate market and the borrower's financial situ
ation. A short sale is typically faster and less expensive 
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than a foreclosure. A short sale is Iluthing more than 
negotiating with lien holders a payoff for ic:.;s thall what 
they arc owed, or rat her a sale of a debt Oil ;i of real 
estate short oLtheJull debt amOllll1. It do('s not extiIl
guish th~::-~n:i~;iiliI1g 'l;~lbllcc llllle.'is S('I tlemcll t is clearly 

indicated 011 the acceptance of oifer. As with all foreclo
sure-related sales. the clemeIlt OlllIlduc stinmli exisls. 
Therefore I hese sales should be treated like other fore
closure-related sales and considered for model calibra
DOll and ratio studies \",hell. ill combination \vith other 
foreclosure-related sales, Ihey rcprcsC:'Ilt more Ihan :20% 
of all sales in the rnarkcr. area, but only aftcr a thorough 
verificatjoll process or each sak. Again, CliT should he 
taken when validat.ing I hes(:' types of sales to ;lCCOlln t for 
changes in property characteristics (s('c SeC! ion :).10). 

6. Documenting the Results of the 
Verification Process 
A documentation form. preferably ill electronic formar, 
should be completed for all sales that have had a follow
up verification and the forlll should become part of the 
sales file (see Appendix E for all example of a documen
tation form). Helpful items on the i()I'm are listed below. 

• Parcel identification Ilumber 

• Unique sale number 

• Contact information 

• Conclusions/comments 

• Sales source or screclling codes 

• Validity codes 

• Name of person completing t.he f01m 

• Date the form was completed 

Documentation forms should bc completed at the time 
each sale has been verified to limit the loss of valuable 
infonnation or the posslbiliry of mixing iIlforIllation 
from different transactions. It is Ell' better 10 over-doc
ument than under-document to eliminate the need for 
additional follow-up contacts. 

6.1 Parcel Identification Number 
The parcel iclentification number is the Iltlfl1cric or 
alphanumeric description of a parcel that ideIHifies it 

uniquely. 

6.2 Unique Sale Number 
Unique sale Bumbers tie a specific sale to a parcel(s) 
and eliminate problems caused by parcels with multiple 
sales. 

6.3 Contact Information 
Contact infornlation includes the nallle of {he pen;oIl 
intervic\vcd, their role in the transaction (buyer, seHer, 
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1. Executive Summary 

Almy, Gloudemans, Jacobs & Denne (AGJD) was selected to review the methodology 
adopted by the Property Tax Administrator (PTA) for reporting and opining on the need for 
equalization adjustments to county assessments of agricultural land, which adjustments may 
be ordered by the Tax Equalization and Review Commission. Recent changes to those 
methods had engendered unresolved questions and some controversy, resulting in a desire on 
the part of all stakeholders to resolve the issues before beginning work on the next cycle of 
data analysis. This report describes the various issues raised, the evidence and other 
considerations surrounding them, and the conclusions we reached. OUf conclusions were 
based on our discussions with stakeholders, our familiarity with authoritative sources, 
including the IAAO Standard Oil Ratio Studies (2010) and the practices of other similar 
jurisdictions, and our analyses of the questioned methodology and supporting data for a 
sample of six agricultural market areas. 

Section 2 of this report discusses the issue of agricultural land sales that include property 
other than land alone. Section 3 addresses the procedures that have been adopted by the 
Property Assessment Division of the Department of Revenue (the Division) for adding out
of-county sales and removing sales in order to make the sample more representative. 
Sections 1.1 and 1.2 below summarize our main recommendations in each area. 

1.1 Agricultural Sales with Minimal Value Contributions Apart Fron} Land 

Sales of agricultural parcels where land, rather than improvements, constitutes at least 95 
percent of the assessed value are treated by default in the analyses of the Division as if there 
were no contributory value associated with the minor improvements. Some local assessors 
oppose this policy and believe that if such sales are to be used the sale price should be 
adjusted using the prior improvement assessment. We find the Division's policy to be 
fundamentally reasonable. We suggest, however, that the current policy of a rebuttable 
presumption of nil value be clarified and a mechanism be developed to facilitate an eHicient 
means by which assessors can rebut it and provide the estimate of contributory value required 
under best practices. 

1.2 Methodology for Augmenting Minimal Land Sales in Measuring Value 

The Division's methods of remedying small sample sizes have been criticized for being 
subject to bias, illegitimate, unnecessary, and otherwise unacceptable. We find there to be no 
grounds for rejecting the methods on their face. We believe that the perceived potential for 
bias was ill informed and that the sample-expansion efforts were well placed. \Ve also 
believe that the methodology can be improved in several important respects. The chief 
improvements we believe can and should be made are to implement weighting as an 
alternative to random deletions when sales samples contain over-represented strata, to 
consider the development of a statewide CAMA model to enable market-based value 
estimates of virtually all agricultural land, to implement a practice of adjusting sales for time, 
and to develop more formal decision rules regarding sample expansion efforts and thereby 
clarify the rationale and legitimacy of the procedures. 
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2. Agricultural Sales where the Non-Agricultural-Land Component of 
the Sale Is less than 5 Percent of the Sale Price 

2.1 Background 

The Property Assessment Division of the Department of Revcnue (the Division) has long had 
a history of including in its agricultural land analyses sales other than those that were pure 
land sales, i.e. those that were unaffected by any other contributions to total value, such as 
may arise from buildings or other improvements. As a result of uncertainties attcndant on 
removing the contributory value of such other improvements from the undifferentiated total 
sale price reported for the transaction, the practice of using such sales was temporarily 
curtailed. It was recently reinstated as a result of concerns that the small sample sizes that 
resulted from requiring land-only stringency would not be adequately representative for the 
purposes of measuring land values and hence the need for equalization adjustments. In 
response to earlier experiences, when imprQ},ement value contributions on occasion greatly 
exceeded the current five-percent threshold, the Division currently limits its use of such sales 
to those under 5 percent. It also undertook research to determine the extent to which the non
land components of such transactions influenced the total sale price and the extent to which 
the assessed value of the non-land components, if systematically removed from the sale 
prices, would have affected the results of the Division's processes for measuring value and 
hence reaching conclusions about the counties' needs for an equalization adjustment. 

2.2 Issues and Analyses 

At least three issues can be distinguished with respect to the use of improved agricultural 
sales: 

• Should such sales be used? 
• Is the 5 percent threshold a reasonable one? 
• Does proper use of such sales require that the transaction price be adjusted by the 

assessed value of the improvement(s) in order to obtain an optimal estimate of the 
price that was paid for the land alone? 

Use of sales minimally influenced by extraneous improvements is unquestionably reasonable. 
Absolute purity (that is, the absence of any improvements) in agricultural land sales is 
extremely rare in practice. Thus the number of sales providing indisputable market evidence 
will be minimal if not zero. This leads to very small samples being available for analyses, 
and small sample sizes lead to very serious analytical problems, as discussed at greater length 
below at sections 3.2.3 and 3.2.4. 

The 5 percent threshold was selected by the Division as being a conservative response to 
concerns about the reliability of analyses incorporating their use. Five percent, interestingly, 
is also a widely used estimate of the inherent variability to be expected in even the best 
attempts to measure market values for the most easily appraised kinds of real property -
sometimes called "market error" in contrast to appraisal error. Consequently, the 
International Association of Assessing Officers (IAAO) Standard on Ratio Studies suggests 
that reported coefficients of dispersion less than 5 percent are sufficiently rare that they can 
signal the potential for sales chasing on the part of assessors. We believe that using 
agricultural sales in which the int1uence of improvements apparently amounts to no more 
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than 5 percent of total value is eluinently reasonable, and we can envision the use of such 
sales when the influences are even greater than 5 percent. 

The propnety using - such sales without first deducting the assessed amount of the 
improvement has been rather strenuously disputed. The Division's research convinces it that 
buyers generally do not report their offer prices being influenced by the value of such 
ancillary improvements. Furthennore, the Division'5 ultimate reports very rarely reach a 
conclusion that turns on whether or not such adjustnlents were made to the raw data. 
Precedent for not adjusting for de minimis anlOunts abounds in assessment administration. It 
is nearly universal, for example, to ignore the value of personal property, sllch as appliances, 
in residential property transactions, attributing the entirety of the sale price to the real estate. 
We believe there are reasonable grounds, given the low 5 percent threshold, for the Division 
not to deduct the assessed value of the improvements as a matter of course. We are 
especially persuaded that the price paid for the land may have been higher in the absence of 
the trivial improvements rather than lower. An autoillatic adjustment in the opposite 
direction would, therefore, constitute a systematic bias in understating land values in 
comparison to the present policy - which arguably defaults to at least occasionally 
overstating them, but gives assessors the opportunity to correct the error, if there is one, by 
rebutting the default. We see the current policy as a middle position and a way of splitting 
and addressing the errors that arise from the ambiguity of the situation, not as a professional 
affront or an abuse of power. 

We understand the Division's position to be that if a showing can be made that a given 
improvement positively influenced a sale price, an adjustment reflecting the actual 
contributory value (not necessarily the prior assessment), can be considered. This strikes us 
as optimaL A clearer statement of a perhaps more lenient policy of the mechanics by which 
an adjustment will be made perhaps a simple statement from the assessor, far short of an 
affidavit - would help alleviate the rancor surrounding this situation. If such statements 
invariably match the prior assessment, a reminder that the IAAO Standard calls for a 
"contributory value" value deduction, not an automatic mechanical one, may be warranted, 
but all stakeholders should respect the others' perspectives. 

2.3 Recommendations 

We recommend that the Division continue to use sales of agricultural land as evidence of 
land value where the assessment of the non-agricultural-land component of the parcel is less 
than 5 percent of the sale price. We also recommend that the county assessors' statements of 
the contributory value of the improvements not be unduly discredited. We recommend that 
such sales continue to entail a rebuttable presuillption that the contributory value of the non
agricultural-land component is nil, but that a variety of ancillary facts not only the deed 
declarations or affidavits mentioned in conversations with stakeholders - may overcome this 
presumption. We believe a simPle statement from the assessor of the apparent contributory 
value, citing supporting pro-fonna evidence such as the age of the improvement (newer ones 
being less likely to be obsolete) and whether the facilities on the acquired land are in 
productive use, should suffice. 
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3. Enhancing Samples with So-Called Borro\ved Sales 

3.1 Background 

Borrowed sales, perhaps better termed out-of-county sales, are sales of agricultural land that 
occurred outside the boundaries of the county for which the Division is using thenl to gauge 
the accuracy of the subject county's level of agricultural assessnlents. Using sales outside a 
county's boundaries to foml an indicator of value is unremarkable inasmuch as economic 
markets do not generally coincide with political boundaries. However, since the Division 
needs to judge the accuracy of the local assessor's appraisals in a county other than the one in 
which the sale took place, the feasibility of using out-of-county sales is not necessarily 
obvious. In practice, however, their usage is rather unremarkable. Based on detailed soil 
surveys, with consideration of other factors not enumerated here) productive agricultural land 
has been classified on a uniform statewide basis into 24 land capability groups (LCGs), with 
8 quality levels for each of 3 major land uses (MLUs): irrigated, dry, and grass land. 
(Timber, waste land, and a few other ancillary categories are outside the scope·of this 
discussion.) Each county assessor identifies the number of acres any given parcel has of each 
of the 24 LCGs. This is true even for the few counties that appraise such land on another 
basis, such as soil types within parcels rather than LeGs within parcels. The local assessor 
also delineates market areas within the county, within which the 24 different LCG rates, 
expressed as dollars per acre per LCG, are effectively uniform. Many rural counties have 
only one market area, with the vast majority of counties having three or fewer market areas, 
although three counties approach having two dozen as seen in the Appendix. The Division 
monitors the counties' rates by LCG and market area, as well as their changes from one year 
to the next. It is thus an easy matter for the Division to ilnpute an implicit value that would 
have been assigned to agricultural land sold in one county if it had been located in an 
adjoining county with an abutting market area and no changes to the combination of LeGs 
that constitute the parcel. The mechanics of making such implicit appraisals, in fact, are so 
generally accepted among stakeholders that no one raised any issues about the validity of the 
appraisals during our onsite discussions. The points of contention instead revolve around 
finer points of statistical sampling and ratio-study procedures. 

Our understanding of the expanded methodology and its historical criticisms is as follows. In 
the fIrst year of the expanded methodology, effective for assessments as of 1/1/2010, so
called borrowed sales were added from abutting townships in counties adjoining the subject 
county's market area exhibiting a dearth of sales, i.e. there was a maximum 6-mile distance 
over the county border to the sale for a given county's market area (CMA). This first 
expanded methodology was criticized for supposedly abandoning pure random samples and 
substituting samples that were perceived to have at least the potential for operator bias. It 
was also criticized for perceived discrepancies or inconsistencies in testimony concerning the 
procedures that were followed by the several staff members who were responsible for 
implementing the Inethodology. In the following year the methodology was augmented so 
that two procedures were followed: the prior year's methodology and a new methodology. 
The new methodology added more sales by widening margins, e.g. over-the-border sales 
could come fronl a second layer of townships so that a sale could routinely be as much as 12 
miles from the subject county's border) although in rare cases the sale might have been even 
further distant from the subject county. (An undisputed claim was made that in some parts of 
the state there would be no case for differentiating Iocational effects for 150 or more miles.) 
The new methodology also allowed for deletions on a random basis to enhance the 
representativeness of the samples. In implementing the methodology there was also more 
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coordination among the Division's field liaisons, and there was a concertcd effort to present 
more coherent testimony on it before the Tax Equalization and Review Commission (TERC). 
Neverthelcss it was again criticized with respect tp i.t~-uJ:lqrthodoxy and supposed lack of 
compliance with IAAO standards. The program was -implemented by regional liaisons using 
Excel with sophisticated templates and embedded macros. The leadership of the Division 
believes the program has been implemented uniformly among the regions due to the 
standardized templates and some coordination meetings among the several practitioners. We 
have reviewed a sample of data, including templates from five counties that would have been 
under the purview of five different regional liaisons and did not note any inconsistent 
practices among them. 

3.2 Issues 

There are a nUlnber of separate but intertwined issues involved in the criticisms surrounding 
this matter, which we address below. 

3.2.1 15 the proced!lre subject to biases? 

When the enhanced procedure was fIrst implemented, it was described as attempting to 
increase the representativeness of a greater variety of potential value influences, such as soil 
type, water, and proximity, than could intuitively be comprehended, leading to persistent 
suspicions that subjective selection, rather than random sampling, was governing the 
selection of samples being analyzed. Our review of how out-of-county sales are chosen 
largely put those fears to rest. During the most recent year the samples were chosen 
randomly using an Excel macro from within a pool of sales defined on the basis of their 
ability to (1) remedy sparse sales by MLUs, (2) remedy sparse sales by year, and (3) be 
drawn from a township abutting the relevant county's market area (CMA). Thus no undue 
subjectivity was required, and the additional random inclusions and exclusions incorporated 
in the enhanced methodology adopted for the second year sought to further allay such 
concerns. 

3.2.2 Is the procedure unrecognized or illegitimate? 

The terminology of "borrowed sales," which failed to acknowledge that the out-of-county 
sales implicitly constituted appraisals, helped obscure two facts: (1) that they were a kind of 
supplemental appraisal and (2) that sales, whether they occur within the county or outside it, 
are generally treated as occurring randomly for purposes of ratio-study statistical purposes 
(although some exceptions are noted, especially having to do with sales of new construction). 
Thus, although the lAAO Standard fails to explicitly recognize the legitimacy of the course 
followed, and its authors probably never contemplated anything like Nebraska's 
methodology, I a reasonable argument can be made that the implicit appraisals have validity 
roughly equal to the appraisals made following the same procedures within the county. Of 
course neither may satisfy certain stringent requirements, such as those set forth by the 
Uniform Standards of Professional Appraisal Practice (USPAP), but that is not a criticism 
unique to the issue at hand. Further, the IAAO Standard sanctions efforts to increase· the 
representativeness of sales for analytical purposes by means of randomly supplementing sales 

I Particularly its decision to eschew time trending and to address sample representativeness issues by means of 
out-of-county sales with random exclusions. See below at section 3.2.7 and following. 
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with appraisals (see section 7.4) and randomly excluding sample elements (sec section 4.2). 
Thus, although we have some reservations about the details of the procedures, to be more 

.. fully addressed below, we disagree that there is a prima facie case to be made against their 
legitimacy. 

3.2.3 Are the sample-expansion efforts unwarranted or unnecessary? 

The Division's efforts to enlarge the sample size were warranted due to the small sample 
sizes, the consequent limited reliability of the statistical analyses derived from then1, and the 
significant sums at stake in tax base shifts that can result from the analyses. (In the most 
recent year, more than 46 million agricultural acres were assessed, aggregating to more than 
$39 billion of assessed value at a legislated 75 percent level of assessment.) Table 1 below 
summarizes for five representative counties the sample sizes and reliability of the main 
equalization statistic, i.e. the 95 percent confidence interval for the median assessment ratio, 
for both the unexpanded and ultimately expanded samples. 

Table 1 
Sample Sizes and Statistical Reliability Before and After Sample Expansion for Five Sanlple 

Counties 

County CMA Sample Lower 95 Upper 95 Sample Lower 95 Upper 95 
Size Pct CI Pct CI Size Pct CI Pct CI 
Before Before Before After After After 

Dixon 26.1 19 64.7 87.3 35 55.66 73.8 
26.2 30 58.49 77.49 45 48.1 73.7 

Furnas 33.1 64 68.27 73.68 92 66.00 70.44 
--

Hooker 46.1 12 60.2 73.0 27 63.66 73.44 
Platte 71.6 53 65.5 72.2 126 70.99 79.83 
Wheeler 92.1 24 61.77 78.68 41 60.6 76.9 

The width of the 95-percent confidence interval for the median for the before-enhancement 
samples (the difference between the upper and lower confidence limits or 22.6 and 19 
percentage points, respectively, in the first two lines of the table) illustrates the problem of 
small samples. When samples are small there are fewer other sample items to dilute the 
effects of the occasional flukes that inevitably arise. State law requires the level of 
assessment for agricultural land to be 75 percent, but establishes a tolerance range of six 
percentage points, 69 percent to 75 percent, the latter being about 8% larger than the former, 
perhaps thereby establishing a legislatively expected level of reliability. The unexpanded 
sample has about four times that unreliability, since in the first line the upper boundary of the 
confidence level is 35% higher than the lower boundary. Such wide margins illustrate how 
unreliability, resulting from small sample sizes in the presence of inherent variability, impairs 
measurement and potentially obscures the need for remedial steps. 

For a given level of variability in the population being analyzed, the reliability of summary 
measurements like the mean or median will increase with approximately the square root of 
the sample size. This will not be clearly illustrated in the table above since the ultimately 
expanded samples summarized there addressed both sample-size and sample
representativeness issues simultaneously. The issue of sample size alone will be addressed in 
the following section, but it is clear on the face of things that steps needed to be taken to 
address poor levels of measurement reliability. 
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3.2.4 What is the importance of sample size? 

Samp1e size has a direct effect 011 the reliability of the statistical conclusions drawn from 
analyzing the sample. The effect varies not linearly, but rather, in general, with the square 
root of the sample size. Sample sizes for any given stratum of less than 5 are considered 
absolutely unre1iable, with samples of size 20 providing only twice the minimum reliability, 
which is still unlikely to be reliable. Concrete figures on reliability depend on both the 
variability of the sample values as well as the sanlple size. Thus generalizations arc hard, but 
one knows from experience that getting 800/0 yellow M&Ms is much more likely in a sample 
of 5 than in a sample of 80. To discuss sample size issues clearly it is necessary to isolate the 
separate effects of sample variability and sample size. In what follows we will assume that 
sample variabi1ity of values in the popUlation, and by expectation the sample, is fixed and can 
be estimated by reference to prior years' work, perhaps tempered by interim results. Then the 
standard operating procedure for controlling sampling error, ~described in IAAO's Standard 
on Ratio Studies at section 7.3 and Gloudemans' Mass Appraisal of Real Property, (MARP) 
IAAO 1999, p. 271-278, is to adopt a conventional level of confidence, typically 95%, 
determine the likely level of variability based on available data, perhaps from prior years, 
specify a tolerance for error expressed as a percentage (for example no wider than the 
legislated tolerance range, i.e. 4.16 when expressed as a percent)2, and apply the fonnula to 
determine the required sample size for such confidence in the estimate of the mean 
assessment ratio. For example, the coefficients of variation (COYs) of the before
enhancement ratios in Table I, above, ranged from about 20% to about 35%, (not shown), 
which, according to the formulas on MARP page 272, would require sample sizes not less 
than 92 (for a 200/0 COY) to not less than 282 (for a 35% COY) in order to achieve a 
measurement-error tolerance for the mean ratio as narrow as the tolerance interval set by the 
legislature. Specifying in advance the requisite sample size to permit specified confidence 
intervals for the median, as opposed to the mean, is problematic since the median is a non
parametric statistic. Calculating the confidence interval after the sample is in hand is 
relatively easy (see Appendix C of the IAAO Standard on Ratio Studies and references there) 
and encourages some practitioners to enlarge samples in an iterative fashion until the desired 
parameters are met, although this is not strictly legitimate from the perspective of classical 
statistics. Since the CI for the median is generally narrower than that for the mean, one 
reasonable alternative is to apply the formula for the mean to estimate the requirements for 
the median. 

Despite our emphasis on calculating and acting on confidence intervals, we do not believe 
that confidence intervals should be used to constrain the equalization of farmland when the 
calculated median falls outside the legislatively established tolerance range. We continue to 
believe, as we stated in our prior report (2004), that the objective is to ensure the uniformity 
and proportionality of the assessments of real property valuations in the state in accordance 
with law, not to test whether there is statistically conclusive evidence that it has not been 
achieved. As a practical matter, given small sample sizes, confidence intervals will often be 
wider than the legislated tolerance interval. In such cases layering confidence intervals atop 
the legislative tolerance interval might be taken as support for the view that action should be 
eschewed except in the most egregious cases. We see this as neither the letter nor intent of the 
law. But even if confidence intervals are not to be taken to constrain indicated action when 

24.16 percent is derived as follows: The interval 69 to 75 gives a range of 6, half of which is 3; centering lhe 
interval on 72, the ends of it are 72 plus or minus 3, and 3 is 4.16 percent of 72. 
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samples are snlall, prudence dictates that the measurements should be made as reliably as 
feasible, which is measured by confidence intervals and accomplished by increased sample 
SIzes. 

Sample-size rules of thumb may be used to guide augmentation efforts. For example, one 
could adopt a target of at least 30 with at least 5 observations in any MLU comprising at least 
20% of assessed value, with an additional requirement that any MLU with at least 33% of 
assessed value have at least 10 sales. Although such rules of thumb would comport well with 
practices in other jurisdictions, more sophisticated guidelines, based on the variability of 
ratios and at least a rough equality of confidence leve1s and intervals among counties as 
suggested in the first paragraph of this section, would be better supported from the 
perspective of statistics and decision science. In either case, the Division would benefit frOln 
having its decision ru1es set forth more explicitly. 

3.2.5 What role does randomness play is it necessary and/or sufficient? 

The probability theory that supports drawing statistical inferences [Tom sampling is actually 
ba.sed on an assumption of independent draws from an identically distributed set of data (an 
lID assumption). Randomness helps to ensure that the probability of one sampled item being 
drawn is not influenced by any other item being drawn or not drawn. Thus, by providing the 
"independent" part of the IID requirement, randomness is a necessary, but not a sufficient 
condition for enabling valid inferences about an entire county to be drawn from samples. 
Randomness can be of many types. In survey sampling random numbers can be used to 
select respondents from a comprehensive list. This parallels the Division's drawing sales 
from a pool using Excel's random number generator. Another kind of randonlness underlies 
the use of sales as random samples for assessment purposes. A survey researcher would 
consider them a sample of convenience rather than a random sample, and sonle property tax 
equalization agencies would agree. Most such agencies, however, have decided that the 
apparently random incidence of most sales, rather than random selection by design, is 
adequate for their purposes given the level of resources available for the task. In any event, 
the randomness components of the Nebraska plan do not appear to introduce any problems of 
bias outside those already present in a sales-based analysis, although the somewhat related 
issue of sampling variability also needs to be addressed, as discussed above in section 3.2.4. 

3.2.6 What role should representativeness play in concert with randomness? 

The requirement that the draws be from an identically distributed population reflects the fact 
that subjects of interest (e.g. land values or voter preferences) may be known to vary across 
segments of the population (e.g. irrigated vs. grassland or gender and social stratum). 
Drawing a sample with disproportionate representation from one subpopulation or stratum 
can easily lead to_~rroneous conclusions when analyses are extrapolated to populations where 
the stratum proportions differ from those ret1ected in the sample. In such cases stratification 
is used, of which there are two kinds. When the sampling is controllable by the analyst, as in 
some surveys, the sampling plan can be designed to be proportional. When this is not 
possible, strata can be identified after the fact and weighted, as is most often done with 
property sales in assessment equalization. Note that the IAAO Standard on Ratio Studies 
endorses weighting, and describes procedures for consolidating stratum statistics into an 
overall estimate that are clearly based on weighting and explicitly supports weighting in 
section 4.2 of part II. Weighting is also very commonly used even in survey samples, which 
do not always meet their design goals due to non responses, etc. Weighting, thus, has an 
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unquestionable place in statistics. Rather than weighting, the enhanced procedure reviewed 
here has adopted the practice of randomly adding and subtracting out-of-county sales, 
particularly those from outside the county, as· an alternative to weighting. This alternative is 
also sanctioned by the IAAO standard. The merits of each alternative will be discussed 
further below at section 3.2.8. To summarize this issue, it is our opinion that the enhanced 
procedure's attention to sample representativeness as an issue beyond mere randomness was 
appropriate, although whether the measures adopted were optimal is addressed below at 
section 3.2.8. 

3.2.7 \Vhy emphasize time-period symmetry in designing the sampling quotas'! 

In designing the random-include and random-exclude provisions of the enhanced procedures 
under review here, the Division required not only that the sample resemble the population, 
but also that the years in which the sales incorporated in the analysis occurred be represented 
approximately evenly. This is not a usual requirement. It seems to stem from reluctance on 
the part of the Division to develop time adjustnlents for sales, which have clearly undergone 
significant trends over the statutorily defined three year period from which the sales are to be 
analyzed. The law does permit the Division to develop and apply time-adjustmene or 
trending factors, but the dearth of sales and the complexities of capturing potential 
differences in the trends among MLUs and geographic areas have apparently inhibited this 
practice. In the alternative, by ensuring that all three years are approximately evenly 
represented, the levels of value derived are more consistent among the counties, effectively 
targeting the nlidpoint of the sale period. Most recently, for example, the sale period was 
from 7/112007 to 613112010, with the objective of measuring values as of 1/1/2011. With no 
trending and approximately equal representation among the years, it can be expected that the 
values derived from the analyses more closely reflect those as of 1/1/2009. 

While recognizing that the task can be quite difficult, we believe the Division should work 
expeditiously to develop time trending adjustments and, once these are implemented, to 
abandon its practice of requiring equal representation among the years from which out-of
county sales are drawn. The Division's current requirement for sale-year symmetry has no 
other justification based on sampling theory. 

The sales ratio trend method would probably provide the simplest method applicable for 
developing time-trending factors wherever there are sufficient sales. A more comprehensive 
MRA analysis, with the dependent variable being sale price per acre and independent 
variables for soil classes or LeGs, other relevant variables including 10eational data, and time 
of sale also appears to be eminently feasible, and would have the benefit of not being 
constrained by the sales available in particular counties. In addition to minimizing the 
variability in assessment ratios stemming from temporal changes in prices within the three
year window, an additional significant side benefit of time trending would be the PQ.ssibility 
of going back up to five years for sales once appropriate adjustments are made for time. Our 
reading of the law seems to permit additional sales beyond the mandatory three year period, 
although it would be prudent to confirm or amend the relevant rules if necessary. 

3 Current fashion is to substitute "adjustments for changes in market conditions" for time adjustment or trending. 
We adopt the simpler phrase in the belief that there can be no confusion of the concept with time-on-the-market 
considerations. 
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3.2.8 Are there better alternatives to random exclusions for enhancing 
representativeness? 

The representativeness of a sample can be enhanced both by weighting and by randomly 
augmenting or pruning the sample in selected strata, as IAAO acknowledges. What are the 
advantages and disadvantages of each method? When the marginal cost of adding to the 
sample is trivial, as it is for the Division's out-of-county sales, then adding them is clearly the 
best solution. Larger samples, provided they are unbiased, permit greater reliability and 
confidence to be placed in the results and so should always be a high priority. When a super
abundance of one stratum threatens to bias results relative to another stratum, a sensible 
response is to down-weight the excessively represented stratum or up-weight the deficient 
one, provided there is sufficient representation in the latter; five is an absolute minimum, with 
twenty providing twice the reliability (recall it increases with the square root of sample size). 
\Veighting is accomplished with more or less ease in different software. Excel, the software 
currently used by the Division, is not notably proficient with statistical matters, although it 
has been used with surprising effect~iveness to date. R, SPSS, and SAS all are better suited to 
routinely handling the complications introduced by weighting, which is conceptually simple, 
especially for the mean, although it requires some special handling for the median. When 
random deletions are used instead of weighting, sample sizes are reduced, making the results 
more subject to sampling error and thereby less reliable. 

In the present case, however, it should be noted that the weighting issues are rather unusuaL 
In most studies and opinion polls the subjects (sampling units) belong unambiguously to one 
stratum or another, whereas in the present case it is not uncommon for any single parcel to 
include tllultiple MLUs in varying proportions. Properly handling or weighting each sale 
thus beconles more problematic. One way of handling the multiple MLU issue is to prorate 
sales with multiple uses. If a sale had multiple MLUs, its price could be prorated among 
MLUs for purposes of computing the weighted mean. For purposes of the median, the sale 
could be prorated based on the percentage of acreage in each MLU. For example, if 30% of 
acreage were irrigated and 70% were dry land, the sale would be counted as 0.3 irrigated 
sales and 0.7 dry land sales. As in the usual calculation of the median, the number of sales 
would be summed and the median computed based on the ratios corresponding to the 
midpoint of the distribution. The weighted median could then be calculated as a weighted 
average of the medians computed for each MLU, with the weights being proportional either 
to the percentage of total acreage or total value in each MLU in the county. 

This is illustrated for a hypothetical dataset of 253 sales in the Appendix. The sample 
contained 3,406 acres of irrigated land, of which the median assessment ratio was found to be 
0.499 (interpolating between ratios 0.498 for sampled acres through 1,683 and 0.512 for acres 
through 1,928). The dry land and grassland medians are computed in a similar manner, and 
the weighed median (0.629) is found as the MLU-acre-weighted average of the three 
medians. 4 The weights could also be based on the percentage of value in the three MLUs. 

3.2.9 Are improvements possible at reasonable cost? 

Although substituting weighting for random deletions would enhance the Division's 
procedures at minimal cost, it is not the only alternative with such potential. Another 

4 Rather than weighting by MLU acres sold, the weightLTlg could also be done by percentages of MLU acres in 
each fann sale, as was illustrated in discussions with the stake holders. Doing so is slightly more complicated. 
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possibility worth considering is the centralized development of a statewide Computer 
Assisted Mass Appraisal (CAMA) model for agricultural land with Iocational influences 
in.de~ruimlL(}f oounty boundaries. This would pennit sales from outside the boundaries of a 
single county to be used in developing an effectively unlimited number of estimates of value 
for (unsold) parcels within the counties' boundaries in a fashion that would raise no issues 
about the compliance of the appraisals with USPAP or IAAO standards. As an at least 
equally important side benefit, it would provide an excellent basis for the development of the 
time trending factors discussed above. Although the task nlay seem to be daunting, there are 
alnple grounds for believing it can be done successfully_ A multi-state CAMA model for 
agricultural land was recently implemented for internal insurance purposes by Farm Credit 
Services of America. Reports on its development are publicly available. 5 'Use of CAMA 
based appraisals for equalization purposes are similarly well established, having been used in 
Colorado for several decades. 

A more immediately achievable improvement would be to establish explicit targets for 
sample reliability to guide the sample expansion and weighting efforts. Absent the year
symmetry policy once time trending is put in place, the variability arising from sales 
occurring in different years will be eliminated and the remaining variability can be used, in 
concert with sample size formulas, to determine the sample sizes necessary to achieve 
specified levels of reliability (e.g. confidence interval widths for given levels of confidence). 
At present, we were told, 95 percent confidence intervals for the median, mean and weighted 
mean are calculated but not used. Failing to use them to establish sample-size-targets as 
described in section 3.2.4 above is a deficiency, inasmuch as such calculations, especially for 
the median, should be the determining factors in the decision rules driving the sample 
expansion procedures. 

3.2.10 Are elected officials being constrained or coerced away from doing what 
they were elected to do? 

Resentment of oversight is almost universal, so comments to the effect that elected county 
officials felt the Division had pressured them in connection with the use of both minimally 
improved sales and so-called borrowed sales were not unexpected. Our review of the 
position of the Division on the minimally improved sale issue leads us to believe it is 
reasonable, and we are similarly comfortable with the balance of responsibilities between 
TERC and the Division on the subject of the issuance of equalization orders to the counties. 
If anything, our impression is that, by failing to adjust sales prices for time, the Division may 
have been insufficiently assertive rather than overly assertive in the perfonnance of its 
statutory duties. This observationi's not meant to fault any of parties involved. Tension 
among the checks and balances designed into our system of government are inevitable and a 
symptom of its health. 

3.3 Recommendations 

3.3.1 We recommend that significant attention continue to be paid to issues of sample size 
and representation, and that any pressures to accept the potentially erratic results of snlall 
unrepresentative samples in the name of "letting the chips fall where they may" be resisted. 

5 These include Visual Valuation. (Chicago, Appraisal Institute, 2010) and several seminar and conference 
presentations available from the lAAO library. 
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3.3.2 We recommend that serious consideration be given to developing valid adjustments 
for changes in price levels between the date of sale and the effective date of the Property Tax 
Administrator's (PTA's) Report and Opinion. 

3.3.3 We recommend that consideration be given to weighting sample elements m 
preference to deleting them for purposes of increasing a sample's representativeness. 

3.3.4 We recommend that consideration be given to developing a statewide CAMA model 
for agricultural land incorporating variables for time of sale, LCGfMLU considerations, and 
locational factors not constrained by political boundaries not of economic significance. Such 
a model could be used to develop market-based appraisals for virtually all agricultural land in 
each county, thus providing nearly complete coverage and avoiding issues of proportionality 
among MLUs in sales samples. 

3.3.5 We recommend that explicit decision rules be developed to guide th-e- use of out-of
county sales and clarify their legitimacy in terms of target sample size and statistical 
reliability. Target sample sizes would ideally derive from sample size formulas, but-rules of 
thumb guided by statistical principles and practical criteria may be more realistic. 
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Acronym~_jlnd abbreviations 

AGJD 
CAMA 
CI95% 

CMA 

COV 

lAAO 

IID 

LCG 

MARP 

MLU 

MRA 

PTA 
TERC 
USPAP 

Almy, Gloudemans, Jacobs & Denne, the authors of this report. 
Computer Assisted Mass Appraisal 
Confidence Interval, the region within which one would expect a statistic (the 
median in this case) to lie 95 percent of the time if the analysis were repeated a 
very large number of times, with no changes to the population, but a 
(potentially) different random sample chosen each time. It is the standard way 
statisticians quantify the effects of so-called sampling error, independent of 
any other statistical issues, such as sampling biases. 
County Market Area, a region of a county (perhaps its whole) expected to 
experience similar economic responses to varying conditions - an econOInic 
concept, not a political or governmental one; also known as market areas. 
Coefficient of Variation, a measure of the variability of a set of data, 
computed by dividing the standard deviation by the mean. 
International Association of Assessing Officers, often more specifically its 
Standard on Ratio Studies, 2010. 
Identically and Independently Distributed, the required characteristics of a set 
of data that, when met, allow estimates about the whole population to be 
inferred from a properly drawn sample with a computable degree of reliability. 
Land Capability Group, one of a set of 24 quality-class and MLU 
combinations. 
Mass Appraisal of Real Property, a book by Gloudemans published by IAAO, 
1999. 
Major Land Use, the three major types of productive agricultural land, i.e. 
irrigated, dry, and grassland. 
Multiple Regression Analysis, a particular mathematical technique underlying 
most sales-based CAMA systems. 
Property Tax Administrator 
Tax Equalization and Review Commission 
Uniform Standards of Professional Appraisal Practice 
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l\tlarket areas 
Distribution of Market Area Counts among the Counties 

Market Areas per county N umber of counties 
1 37 

2 14 

3 23 
r 4 7 

5 5 

6 

7 2 
'r 

8 

17 
r 21 

23 1 

Total 93 

Illustration of calculating a weighted median6 

lrrig Dry 

Irrig Acres Dry Acres Grass Acres Total Acres Cummulati Cummulati Grass 
CMA Ratio This Sale This Sale This Sale This Sale ve ve Cummulative 

26.1 0.081 16 16 16 

26.1 0.112 48 29 77 48 46 

26.1 0.158 38 38 48 83 

26.1 0.270 26 127 153 48 109 127 

26.1 0.293 75 4 79 48 184 131 

26.1 0.293 44 44 48 184 175 

26.1 0.298 44 44 48 184 220 

26.1 0.316 133 17 150 181 201 220 

26.1 0.326 11 141 152 181 212 361 

26.1 0.341 137 137 181 212 498 

26.1 0.343 40 40 181 212 538 

26.1 0.359 7 11 18 181 219 549 

26.1 0.362 121 18 139 181 340 567 

26.1 0.372 297 210 507 478 550 567 

26.1 0.379 98 45 142 478 647 611 

26.1 0.383 20 52 72 478 667 663 

26.1 0.406 213 66 279 478 880 729 

26.1 0.414 39 20 59 478 919 749 

26.1 0.415 32 32 478 919 781 

26.1 0.436 30 22 52 478 949 803 

26.1 0.442 207 207 478 1,156 803 

26.1 0.443 88 20 108 478 1,243 823 

26.1 0.455 132 24 156 610 1,267 823 

6 Based on all available data for CMA26.1) pretending the ratios have been adjusted for time, which they have 
not been. 
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Irrig Acres 
CMA Ratio This Sale 

26.1 0.081 

26.1 

26.1 

26.1 

26.1 

26.1 

26.1 

0.112 

0.464 

0.465 

0.466 

0.470 

0.471 

26.1 0.475 

26.1 0.476 

26.1 0.476 

26.1 0.477 

26.1 0.481 

26.1 0.484 

26.1 0.486 

26.1 0.492 

26.1 0.494 

26.1 0.496 

26.1 0.496 

26.1 0.497 

26.1 0.498 

26.1 0.498 

26.1 0.496 . 

26.1 0.499 

26.1 0.503 

26.1 0.505 

26.1 0.505 

26.1 0.510 

26.1 0.512 

26.1 0.514 

26.1 0.515 

26.1 0.518 

26.1 0.523 

26.1 0.524 

26.1 0.527 

26.1 0.529 

26.1 0.530 

26.1 0.531 

26.1 0.532 

26.1 0.537 

26.1 0.537 

26.1 0.539 

26.1 0.540 

26.1 0.542 

26.1 0.545 

48 

68 

127 

261 

129 

125 

90 

59 

213 

246 

63 

Dry Acres 
This Sale 

16 

29 

121 

11 

22 

341 

153 

156 

78 

28 

113 

80 

78 

76 

31 

29 

109 

85 

9 

641 

22 

133 

156 

39 

70 

43 

31 

103 

32 

28 

79 

142 

191 

40 

62 

248 

50 

39 

79 

13 

76 

91 
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Grass Acres 
This SaJe 

17 

38 

10 

67 

2 

31 

10 

15 

32 

22 

24 

60 

Total Acres 
This Sale 

16 

77 

121 

79 

149 

619 

153 

156 

78 

38 

157 

113 

80 

78 

76 

156 

29 

119 

175 

69 

708 

235 

135 

156 

39 

70 

74 

277 

103 

32 

38 

79 

142 

192 

40 

77 

280 

71 

39 

79 

76 

76 

115 

60 
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Irrig 

Cummulati 
ve 

48 

610 

678 

80S 

1,066 

1,066 

1,066 

1,066 

1,066 

1,195 

1,195 

1,195 

1,195 

1,195 

1,320 

1,320 

1,320 

1,410 

1,470 

1,470 

1,683 

1,683 

1,683 

1,683 

1,683 

1,683 

1,928 

1,928 

1,928 

1,928 

1,928 

1,928 

1,928 

1,928 

1,928 

1,928 

1,928 

1,928 

1,928 

1,992 

1,992 

1,992 

1,992 

Dry 
Cummulati 

ve 

16 

46 

1,389 

1,400 

1,422 

1,763 

1,915 

2,071 

2,149 

2,149 

2,177 

2,290 

2,370 

2,449 

2,525 

2,556 

2,585 

2,694 

2,779 

2,789 

3,430 

3,452 

3,585 

3,741 

3,780 

3,850 

3,893 

3,924 

4,026 

4,058 

4,086 

4,165 

4,308 

4,499 

4,538 

4,600 

4,848 

4,897 

4,936 

5,015 

5,028 

5,104 

5,195 

5,195 

Grass 
Cummulative 

823 

823 

823 

840 

840 

840 

840 

878 

878 

878 

878 

878 

878 

878 

878 

888 

888 

888 

955 

955 

957 

957 

957 

957 

988 

988 

988 

988 

998 

998 

998 

999 

999 

1,014 

1,046 

1,067 

1,067 

1,067 

1,067 

1,067 

1,091 

1,151 
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Irrig Acres 

CMA Ratio This Sale 

26.1 0.081 

26.1 0.112 48 

26.1 0.546 

26.1 0.552 

26.1 0.553 

26.1 0.555 

26.1 0.557 

26.1 0.557 

26.1 0.560 

26.1 0.566 

26.1 0.568 

26.1 0.571 

26.1 0.571 

26.1 0.571 

26.1 0.571 

26.1 0.575 

26.1 0.575 

26.1 0.575 

26.1 0.577 107 

26.1 0.579 

26.1 0.580 

26.1 0.580 

26.1 0.580 

26.1 0.580 

26.1 0.581 

26.1 0.581 

26.1 0.583 

26.1 0.584 

26.1 0.585 

26.1 0.588 

26.1 0.591 

26.1 0.592 

26.1 0.592 

26.1 0.596 

26.1 0.604 

26.1 0.604 

26.1 0.609 

26.1 0.609 69 

26.1 0.610 

26.1 0.610 

26.1 0.612 

26.1 0.612 

26.1 0.621 

26.1 0.621 

Dry Acres 

This Sale 

29 

39 

79 

114 

91 

77 

228 

155 

159 

39 

379 

300 

69 

148 

151 

67 

172 

56 

145 

76 

155 

194 

72 

166 

154 

99 

78 

150 

128 

39 

39 

171 

40 

77 

77 

156 

10 

146 

74 

71 

69 

186 

144 
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Irrig Dry 

Grass Acres Total Acres Cummulati Cummulati 

This Sale This Sale ve ve 

20 

29 

14 

4 

20 

16 

77 

39 

79 

114 

91 

77 

228 

155 

159 

39 

379 

300 

69 

148 

151 

67 

192 

163 

145 

76 

155 

194 

72 

196 

154 

113 

78 

150 

132 

39 

39 

192 

40 

77 

77 

156 

79 

146 

74 

71 

69 

186 

144 

48 

1,992 

1,992 

1,992 

1,992 

1,992 

1,992 

1,992 

1,992 

1,992 

1,992 

1,992 

1,992 

1,992 

1,992 

1,992 

1,992 

2,099 

2,099 

2,099 

2,099 

2,099 

2,099 

2,099 

2,099 

2,099 

2,099 

2,099 

2,099 

2,099 

2,099 

2,099 

2,099 

2,099 

2,099 

2,099 

2,167 

2,167 

2,167 

2,167 

2,167 

2,167 

2,167 

16 

46 

5,234 

5,313 

5,428 

5,518 

5,595 

5,823 

5,978 

6,137 

6,176 

6,555 

6,854 

6,924 

7,071 

7,222 

7,290 

7,461 

7,517 

7,661 

7,738 

7,893 

8,087 

8,159 

8,325 

8,480 

8,579 

8,657 

8,807 

8,934 

8,973 

9,012 

9,184 

9,224 

9,300 

9,377 

9,533 

9,544 

9,690 

9,764 

9,835 

9,904 

10,090 

10,234 
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Grass 

Cummulative 

1,151 

1,151 

1,151 

1,151 

1,151 

1,151 

1,151 

1,151 

1,151 

1,151 

1,151 

1,151 

1,151 

1,151 

1,151 

1,171 

1,171 

1,171 

1,171 

1,171 

1,171 

1,171 

1,200 

1,200 

1,214 

1,214 

1,214 

1,218 

1,218 

1,218 

1,238 

1,238 

1,238 

1,238 

1,238 

1,238 

1,238 

1,238 

1,238 

1,238 

1,238 

1,238 
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Irrig Acres 

CMA Ratio This Sale 

26.1 0.081 

26.1 0.112 

26.1 0.621 

26.1 0.623 

26.1 0.629 

26.1 0.634 

26.1 0.636 

26.1 0.639 

26.1 0.647 

26.1 0.647 

26.1 0.654 

26.1 0.655 

26.1 0.658 

26.1 0.659 

26.1 0.659 

26.1 0.660 

26.1 0.662 

26.1 0.662 

26.1 0.664 

26.1 0.667 

26.1 0.667 

26.1 0.667 

26.1 0.669 

26.1 0.670 

26.1 0.671 

26.1 0.671 

26.1 0.674 

26.1 0.675 

26.1 0.675 

26.1 0.676 

26.1 0.676 

26.1 0.678 

26.1 0.680 

26.1 0.693 

26.1 0.696 

26.1 0.696 

26.1 0.698 

26.1 0.700 

26.1 0.702 

26.1 0.703 

26.1 0.704 

26.1 0.704 

26.1 0.709 

26.1 0.709 

48 

60 

128 

129 

Irrig Dry 

Dry Acres Grass Acres Total Acres Cummulati Cummulati 
This Sale This Sale This Sale ve ve 

16 

29 

79 

25 

114 

79 

99 

77 

40 

38 

39 

15 

28 

97 

113 

79 

32 

77 

37 

155 

219 

73 

154 

79 

120 

119 

58 

19 

66 

77 

150 

97 

38 

74 

153 

135 

38 

32 

25 

76 

77 

146 

79 

66 

3 

39 

37 

87 

19 

16 

77 

79 

25 

114 

79 

99 

77 

40 

38 

39 

78 

156 

136 

113 

116 

32 

77 

37 

155 

219 

73 

154 

79 

120 

206 

77 

19 

66 

77 

150 

97 

38 

74 

153 

135 

38 

32 

154 

76 

77 

146 

79 

66 

48 

2,167 

2,167 

2,167 

2,167 

2,167 

2,167 

2,167 

2,167 

2,167 

2,228 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,356 

2,484 

2,484 

2,484 

2,484 

2A84 

2,484 

16 

46 

10,313 

10,338 

10,452 

10,531 

10,630 

10,707 

10,747 

10,785 

10,824 

10,839 

10,867 

10,964 

11,077 

11,155 

11,187 

11,264 

11,301 

11A56 

11,675 

11,748 

11,901 

11,980 

12,101 

12,220 

12,278 

12,296 

12,362 

12,439 

12,590 

12,687 

12,725 

12,799 

12,952 

13,087 

13,125 

13,157 

13,182 

13,258 

13,335 

13,481 

13,560 

13,626 
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Grass 

Cummulative 

1,238 

1,238 

1,238 

1,238 

1,238 

1,238 

1,238 

1,238 

1,238 

1,241 

1,241 

1,280 

1,280 

1,317 

1,317 

1,317 

1,317 

1,317 

1,317 

1,317 

1,317 

1,317 

1,317 

lA04 

1A23 

1,423 

1,423 

1,423 

1,423 

1A23 

1A23 

1A23 

1A23 

l,42T 

1,423 

1,423 

1,423 

1A23 

1,423 

1,423 

1,423 

lA23 
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Irrig Acres 

CMA Ratio This Sale 

26.1 0.081 

26.1 0.112 

26.1 0.710 

26.1 0.712 

26.1 0.716 

26.1 0.721 

26.1 0.725 

26.1 0.725 

26.1 0.730 

26.1 0.731 

26.1 0.735 

26.1 0.735 

26.1 0.736 

26.1 0.738 

26.1 0.738 

26.1 0.742 

26.1 0.746 

26.1 0.750 

26.1 0.753 

26.1 0.753 

26.1 0.754 

26.1 0.755 

26.1 0.756 

26.1 0.756 

26.1 0.758 

26.1 0.759 

26.1 0.760 

26.1 0.761 

26.1 0.766 

26.1 0.767 

26.1 0.767 

26.1 0.768 

26.1 0.769 

26.1 0.770 

26.1 0.771 

26.1 0.773 

26.1 0.774 

26.1 0.774 

26.1 0.778 

26.1 0.780 

26.1 0.786 

26.1 0.791 

26.1 0.796 

26.1 0.797 

48 

115 

63 

260 

62 

27 

132 

140 

Irrig Dry 

Dry Acres Grass Acres Total Acres Cummulati Cummulati 

This Sale This Sale This Sale ve ve 

16 

29 

230 

39 

74 

74 

169 

116 

111 

155 

40 

48 

65 

107 

77 

34 

18 

75 

30 

52 

47 

131 

69 

146 

18 

19 

148 

68 

65 

17 

17 

7 

149 

35 

25 

40 

69 

4 

14 

134 

78 

92 

128 

299 

5 

2 

7 

34 

5 

10 

21 

12 

6 

7 

3 

12 

6 

30 

16 

10 

16 

77 

230 

39 

74 

74 

174 

117 

118 

155 

40 

81 

70 

116 

77 

54 

30 

75 

151 

115 

307 

139 

69 

146 

18 

19 

151 

68 

77 

79 

17 

40 

149 

35 

157 

40 

100 

4 

155 

134 

78 

109 

138 

299 

48 

2,484 

2,484 

2,484 

2,484 

2,484 

2,484 

2,484 

2,484 

2,484 

2,484 

2,484 

2,484 

2,484 

2,484 

2,484 

2,484 

2,599 

2,661 

2,921 

2,921 

2,921 

2,921 

2,921 

2,921 

2,921 

2,921 

2,921 

2,983 

2,983 

3,010 

3,010 

3,010 

3,142 

3,142 

3,142 

3,142 

3,283 

3,283 

3,283 

3,283 

3,283 

3,283 

15 
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13,856 

13,895 

13,969 

14,043 

14,212 

14,328 

14,439 

14,595 

14,635 

14,682 

14,747 

14,854 

14,931 

14,964 

14,982 

15,057 

15,088 

15,140 

15,187 

15,318 

15,387 

15,534 

15,552 

15,570 

15,718 

15,786 

15,851 

15,868 

15,885 

15,892 

16,040 

16,075 

16,100 

16,139 

16,208 

16,212 

16,227 

16,361 

16,439 

16,531 

16,659 

16,958 
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Grass 

Cummulative 

1,423 

1,423 

1,423 

1,423 

1,428 

1,430 

1,436 

1,436 

1,436 

1,470 

1,475 

1,484 

1,484 

1,505 

1,517 

1,517 

1,523 

1,523 

1,523 

1,531 

1,531 

1,531 

1,531 

1,531 

1,534 

1,534 

1,546 

1,546 

1,546 

1,552 

1,552 

1,552 

1,552 

1,552 

1,582 

1,582 

1,582 

1,582 

1,582 

1,599 

1,608 

1,608 
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Irrig Acres 

CMA Ratio This Sale 

0.081 

26.1 0.112 48 

26.1 0.806 

26.1 0.807 

26.1 0.808 

261 0.817 

26.1 0.819 

26.1 0.820 

26.1 0.824 

26.1 0.825 37 

26.1 0.826 

26.1 0.836 

26.1 0.844 

26.1 0.851 

26.1 0.852 

26.1 0.852 

26.1 0.855 

26.1 0.860 

26.1 0.862 

26.1 0.867 

26.1 0.871 

26.1 0.871 

26.1 0.873 

26.1 0.888 

26.1 0.892 

26.1 0.895 

26.1 0.905 

26.1 0.909 

26.1 0.910 

26.1 0.920 

26.1 0.932 

26.1 0.943 

26.1 0.943 

26.1 0.946 

26.1 0.950 86 

26.1 0.951 

26.1 0.960 

26.1 0.978 

26.1 0.980 

26.1 0.986 

26.1 1.007 

26.1 1.008 

26.1 1.022 

26.1 1.023 

lrrig Dry 

Dry Acres Grass Acres Total Acres Cummulati Cummulati 

This Sale This Sale This Sale ve ve 

16 

29 

133 

55 

79 

134 

154 

77 

12 

o 

147 

95 

77 

77 

79 

79 

92 

78 

49 

76 

224 

75 

38 

91 

48 

98 

78 

75 

75 

74 

156 

59 

155 

63 

44 

19 

20 

150 

63 

101 

79 

223 

76 

22 

2 

19 

40 

43 

8 

3 

24 

3 

75 

49 

14 

170 

16 

77 

133 

55 

79 

156 

154 

77 

12 

40 

147 

114 

77 

77 

79 

79 

40 

135 

78 

49 

76 

232 

78 

38 

115 

51 

98 

78 

75 

75 

74 

231 

59 

155 

149 

93 

19 

20 

150 

76 

272 

79 

223 

76 

48 

3,283 

3,283 

3,283 

3,283 

3,283 

3,283 

3,283 

3,319 

3,319 

3,319 

3,319 

3,319 

3,319 

3,319 

3,319 

3,319 

3,319 

3,319 

3,319 

3,319 

3,319 

3,319 

3,319 

3,319 

3,319 

3,319 

3,319 

3,319 

3,319 

3,319 

3,319 

3,319 

3,406 

3,406 

3,406 

3,406 

3,406 

3,406 

3,406 

3,406 

3,406 

3,406 

16 

46 

17,091 

17,146 

17,225 

17,359 

17,513 

17,590 

17,602 

17,602 

17,749 

17,844 

17,921 

17,998 

18,077 

18,156 

18,156 

18,248 

18,326 

18,375 

18,451 

18,675 

18,750 

18,788 

18,879 

18,927 

19,025 

19,103 

19,178 

19,253 

19,327 

19,483 

19,542 

19,697 

19,760 

19,804 

19,823 

19,842 

19,992 

20,055 

20,156 

20,235 

20,458 

20,534 
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Grass 

Cummulative 

1,608 

1,608 

1,608 

1,630 

1,630 

1,630 

1,630 

1,632 

1,632 

1,651 

1,651 

1,651 

1,651 

1,651 

1,691 

1,734 

1,734 

1,734 

1,734 

1,743 

1,746 

1,746 

1,770 

1,773 

1,773 

1,773 

1,773 

1,773 

1,773 

1,848 

1,848 

1,848 

1,848 

1,897 

1,897 

1,897 

1,897 

1,911 

2,081 

2,081 

2,081 

2,081 
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Irrig Dry 

Irrig Acres Dry Acres Grass Acres Total Acres Cummulati Cummulati Grass 
CMA Ratio This Sale This Sale This Sale This Sale ve ve Cummulative 

26.1 0.081 16 16 16 

26.1 0.112 48 29 77 48 46 

26.1 1.024 40 40 3,406 20,574 2,081 

26.1 1.030 60 60 3,406 20,634 2,081 

26.1 1.041 79 79 3,406 20,713 2,081 

26.1 1.056 79 79 3,406 20,792 2,081 

26.1 1.083 98 41 138 3,406 20,889 2,122 

26.1 1.089 142 142 3,406 21,031 2,122 

26.1 1.112 152 152 3,406 21,183 2,122 

26.1 1.135 187 42 230 3,406 21,370 2,164 

26.1 1.143 153 153 3,406 21,523 2,164 

26.1 1.143 153 153 3,406 21,676 2,164 

26.1 1.150 8 8 3,406 21,684 2,164 

26.1 1.157 22 22 3,406 21,706 2,164 

26.1 1.251 15 15 3,406 21,720 2,164 

26.1 1.312 194 194 3,406 21,914 2,164 

26.1 1.376 59 13 72 3,406 21,973 2,177 

26.1 1.400 185 3 188 3,406 22,157 2,180 

26.1 1.400 185 3 188 3,406 22,342 2,184 

26.1 1.414 39 39 3,406 22,381 2,184 

26.1 1.433 37 37 3,406 22,418 2,184 

67 67 3,406 22,485 2,184 

median acre) 1,703 11,243 1,092 

Floor Ratio "0.498 0.662 0.542 

Interpolated 0.6~2 0.542 

Ceiling Ratio 0.511 0.662 0.545 

Total in Abstract 14,334 77,246 7,977 99,557 

Abstract % 0.144 0.776 0.080 1.000 

Median (interp) 0.662 0.542 

%xMedian 0.072 0.514 0.043 0.629 

Weighted Median 0.144*0.499 + 0.776*0.662 + 0.080*0.0542 = 0.072 + 0.514 + 0.043 = 0.629. 
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BEF()}{E TIlE NEBRASKA TAX EQUALIZATION 
AND REVIEW COIVli\:lISSION 

JEAN G. VINDUSKA, TRUSTEE, JEA.N 
G. VINDUSKA, REV. TRUST, 

Appellant, 

v. 

SARPY COUNTY Be)ARD OF 
EQUALIZATION, 

Appellee. 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

Case No. 09SV 008 

DECISION AND ORDER 
REVERSING THE DECISION OF 

THE SARPY COlJNTY BOARD OF 
EQUALlZATION 

AFTER RECONSIDERATION 

The above-captioned case was called for a hearing on the Inerits of an appeal by Jean G. 

Vinduska, Trustee, Jean G. Vinduska, Rev. Tnlst (lithe Taxpayer") to the Tax Equalization and 

Review Comnlission (lithe Commission"). The hearing was held in the C0111111ission's Hearing 

Room on the sixth floor of the Nebraska State Office Building in the City of Lincoln, Lancaster 

County, Nebraska, on September 30, 2010, pursuant to an Order for Hearing and Notice of 

Hearing issued July 17,2010 as amended by an Order dated Septenlber 29,201 D. Commissioner 

Wickershan1, Chairperson of the Commission, was the presiding hearing officer. Comnlissioner 

Warnes was absent. Commissioner Wickershanl, as Chairperson, designated COll1111issioners 

\Vickershanl, Salmon, and Hotz as a panel of the Comlnission to hear the appeal. COlnnlissioncr 

Hotz was excused. COlnmissioner Salmon was present. The appeal "vas heard by a quorunl of a 

panel of the COtl1mission. 

Jard Vinduska, Co-Trustee of Jean G. Vinduska, Rev. Trust, was present at the hearing. 

No one appeared as legal counsel for the Taxpayer. 
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Kerry A. Schlnid and John \V. Reisz, Deputy County Attorneys for Sarpy COtmtY7 

Nebraska, was present as legal counsel for the Sarpy County Board of Equalization ("the County 

Board"). 

The Conllllission took statutory notice, received exhibits, and heard testinlony. 

The COJnmission is required to state its final decision and order concerning an appeal, 

with findings of fact and conclusions of on the record or in \vriting. Neb. Rev. Stat. §77-

5018 (2010 CUIll. Supp.). The final decision and order of the Comnlission in this case is as 

follows. 

L 
ISSUES 

The Taxpayer has asserted that taxable value of the subject property as of January 1, 

2009, is than taxable value as deternlined by the County Board. The issues on appeal related 

to that assertion are: 

Whether the decision of the County Board, detennining taxable value of the subject 

property, is unreasonable or arbitrary; and 

The taxable value of the subject property on January 1,2009. 

The Taxpayer has asserted that taxable value of the subject property as of January I, 

2009, is not equalized with the taxable value of other real property. The issues on appeal related 

to that assertion are: 

Whether the decision of the County Board detcnnining the equalized taxable value of the 

subject property is unreasonable or arbitrary; 



'") 
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Whether the equalized taxable value of the subject property \vas deternlined by the 

County Board in a T11anncr and an arnount that is unifonn and proportionate as required by 

Nebraska's Constitution in Article VrIf ~ I; and 

The equalized taxable value of the subject prope11y on January I, 2009. 

II. 
FINDINGS OF FACT 

The Comnlission finds and detellllines that: 

1. The Taxpayer has a sufficient interest in the outconle of the above captioned appeal to 

111aintain the appeal. 

2. The parcel of real property to which this appeal pertains ("the Subject Property") IS 

described in the table below. 

3. Taxable value of the subject property placed on the assessment roll as of JanuaIY 1,2009, 

("the assessnlent date") by the Sarpy County Assessor, value as proposed in a tinlely 

protest, and taxable value as detennined by the County Board is shown in the follovving 

table: 
Case No. 09SV 008 

Description: SE~ Section 2, To\vnship 12, Range 10, Sarpy County, Nebraska. ---

Assessor Notice Taxpayer Protest Board Detennined 
Value Value Value 

Agricultural Land $105,123.00 $105,123.00 $105,123.00 

Site $82,000.00 $15,000.00 $63,900.00 

Residence $128,554.00 $128,554.00 $128,554.00 

Outbuilding $4,462.00 $4,462.00 $4,462.00 
J I I I i 

Total $302,039.00 



-4-

4. An appeal of the County Board's decision was filed \vith the C0111111ission. 

5. An Order for Hearing and Notice of Hearing issued on July 17,20] 0, as anlcnded by an 

Order issued on Septelnber 29, 2010, set a hearing of the appeal for Septcnlbcr 30, 2010, 

at 9:00 a.111. COST. 

6. An Affidavit of Service, which appears in thc records of the C0l11111ission, establishes that 

a copy of the Order for Hearing and Notice of Hearing was served on alt-parties. 

7. Taxable value of the subject property as of the aSSeSS111ent date for the tax year 2009 is: 

Case No. 09SV 008 

Agricultural land $ 90,786.00 

Site $ 85,793.00 

Residence $ 128,554.00 

Outbuildings $ 4,462.00 

Total $ 309,595.00. 

III. 
APPLICABLE LA \V 

1. Subject lnatter jurisdiction of the Com111ission in this appeal is over al1 questions 

necessary to detennine taxable value. Ncb. Rev. Stat. §77-5016(7) (2010 CU111. Supp.). 

2. "Actual value is the most probable price expressed in terrns of rnoncy that a propcrty wi 11 

bring if exposed for sale in the open market, or in an ann's length transaction, bet\vecn a 

willing buyer and a willing seller, both of whom are knowledgeable conccll1ing all the 

uses to which the real property is adapted and for which the real property is capable of 

---- --. -
~~=;-~-"--' 
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being used. In analyzing the uses and restrictions applicable to real property the analysis 

shall include a full description of the physical characteristics of the real propc11y and an 

identification of the property rights valued." Ncb. Rev. Stat. ~ 77 -1 12 (Reissue 2009). 

3. ~<'Actual value may be determined using professionally accepted mass appraisal nlethods, 

including, but not linlited to, the (1) sales conlparison approach using the guidelines in 

section 77-1-:371, (2) income approach, and (3) cost approach." Ncb. Rev. Stat. §77-112 

(Reissue 2009). 

4. "Actual value, market value, and fair market value 111ean exactly the same thing." 

Omaha Country Club v. Douglas County Board ofEqualizatioJl, el al., 11 Neb.App. 171, 

180, 645 N.W.2d 821,829 (2002). 

5. Taxable value is the percentage of actual value subject to taxation as directed by section 

77-201 of Nebraska Statutes and has the same nleaning as assessed value. Ncb. Rev. 

Stat. § 77 - I 31 (Reissue 2009). 

6. All taxable real property, with the exception of agricultural land and hOliicultural land, 

shall be valued at actual value for purposes of taxation. Ncb. Rev. Stat. §77-201(1) 

(Reissue 2009). 

7. Agricultural land and horticultural landcshall be valued for purposes of taxation at seventy 

five percent of its actual value. Neb. Rev. Stat. § I (2) (Reissue 2(09). 

8. "Agricultural land and horticultura1 land llleans a parcel of land \vhich is prilnarily used 

for agricultural or horticultural purposes, including wasteland lying in Of adjacent to and 

in common o\vnership or managelnent with other agricultural land and horticultural land. 
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Agricultural land and horticultural land does not include any land directly associated with 

any building or enclosed strllcture.!1 Ncb. Rev. Stat. §77-1359 (I) (Reissllc 2009). 

9. "Agricultural or hot1icultural purposes tneans used for the C0111Inercial production of any 

plant or animal product in a ra\v or unprocessed state that is derived fronl thc science and 

art of agriculture, aquaculture, or horticulture. Agricultural or hOl1icultural 

purposes includes the following uses of land: 

(a) Land retained or protected for future agricultural or horticultural purposes 

under a conservation easement as provided in the Conservation and Preservation 

Easelnents Act except when the parcel or a portion thereof is being used for 

purposes other than agricultural or h011icultural purposes; and 

(b) Land enrolled in a federal or state program in which payments are received 

for removing such land from agricultural or horticultural production shall be 

defined as agricultural land or horticultural land." Neb. Rev. Stat. §77-1359 (2) 

(Reissue 2009). 

] O. The Legislature 111ay enact laws to provide that the value of land actively devoted to 

agricultural or horticultural use shall for property tax purposes be that value which such 

land has for agricultural or horticultural use without regard to any value which such land 

might have for other purposes or uses. Neb. Const. art. VIII, § 1 (5). 

] 1. Agricultural or horticultural land \vhich has an actual value as defined in section 77 -112 

reflecting purposes or uses other than agricultural or horticultural purposes or uses shall 

be assessed as provided in subsection (3) of section 77-201 if the land meets the 

qualifications of this subsection and an application for such speciai vaiuation is fiied and 



approved pursuant to section 77-1345. In order for the land to qualify for special 

valuation all of the following criteria shall be nlet: (a) The land is located outside the 
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corporate boundaries of any sanitary and illlprovenlcnt district, city, or village except as 

provided in subsection (2) of this section; and (b) the land is agricultural or horticulhlral 

land. Ncb. Rev. Stat. ~ 77 -1344 (I) (Reissue 2(09). 

12. Agricultural land and horticultural land actively -devoted to agricultural or h011icuitural 

purposes \vhieh has value for purposes other than agricultural or horticultural uses and 

which n1eets the quali fications for special valuation under section 77-1344 shall 

constitute a separate and distinct class of property for taxation, shall be subject to 

taxation, and shall be valued for taxation at seventy-five percent of its special value as 

defined in section 77-1343. Ncb. Rev. Stat. §77-20I (3) (Reissue 2009). 

13. Special value is the value land would have for agricultural or horticultural purposes or 

uses without regard to the actual value the land \vould have for other purposes .. Neb. 

Rev. Stat. §77-1343 (5) (Reissue 2009). 

14. "Taxes shall be levied by valuation unifonnly and proportionately upon all real property 

and franchises as defined by the Legislature except as otherwise provided in or pemlitted 

by~.this Constitution." Ncb. Const., Art. VIII, § 1. 

15. Equalization is the process of ensuring that all taxable property is placed on the 

assessment rolls at a unifonn percentage of its actual value. MAPCO Anunonia Pipeline 

v. State Bd. of Equal., 8 Neb. 565,471 N.W.2d 734 (1991). 

16. The purpose of equalization of aSSeSS111ents is to bring the assessment of different parts of 

a taxing district to the saIne relative standard, so that no one of the pat1S may be 



-8-

compelled to pay a dispropol1ionatc part of the tax. A1APCO Ammonia Pipeline v. State 

Bd 0/ Equal., 238 Neb. 565, 471 N.W.2d 734 (1991)~ Cabela's Inc. v. Cheyenne COllll(V 

Bd o.{ Equalization, 8 Neb.App. 582, 597 N.W.2d 623, (1999). 

17. Equalization to obtain proportionate valuation requires a cOlnparison of the ratio of 

assessed to actual value for the subject property and c0111parable property. See Cabela',\' 

Inc. v. Cheyenne County Bd a/Equalization, 8 Neb.App. 582, 597 N. W,2d 623 (1999). 

18~ Unifonnity requires that \vhatever nlethods are used to detennine actual or taxable value 

for various classifications of real property that the results be correlated to show 

unifolmity. Banner County v. State Board o/Equalizatioll, 226 Neb. 411 N.W.2d35 

(1987). 

19. Taxpayers are entitled to have their property assessed unifomlly and proportionately, even 

though the result nlay be that it is assessed at less than the actual value. Equitable L({e v. 

Lincoln County Bd. o.FEqual., 229 Neb. 60, 425 N .W.2d 320 (1988); f~remol1t Plaza v. 

Dodge County Bd. 0/ Equal., 225 Neb. 303,405 N.W.2d 555 (1987). 

20. The constitutional requirement ofunifonnity in taxation extends to both rate and 

valuation. First Nat. Bank & Trust Co. v. Coun~v ofLdilcaster, 177 Neb. 390, 128 

N.W.2d 820 (1964). 

21. In the evaluation of real property for tax purposes, where buildings and improvenlcnts are 

taxable as a part of the real estatc, thc critical issue is the actual value of the 

property, not the proportion of that value which is allocated to the land or to the buildings 

and improvenlents by the appraiser. Bumgarner v. Valle"V County, 208 Neb. 361, 303 

N.W.2d 307 (1981). 
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22. If taxable values are to be equalized it is necessalY for a Taxpayer to cstabl1sh by clear 

and convincing evidence that valuation placed on his or her property when c0I11pared \vith 

valuations placed on sin1ilar property is grossly excessive and is the result of 

\vill or failure of a plain legal duty, and not nlere CITor ofjudgcl11cnt. There Tnust be 

sOlnething n10re, something which in effect anlounts to an intentional violation of the 

essential principle of practical uniformity. NeHlman v. COUlllV olDaw:-;on, 167 Neb. 666, 

94 N.W.2d 47 (1959). 

23. A presunlption exists that the County Board has faithfully perfonned its duties and has 

acted on competent evidence. City of York v. York Coun(v Bd. (~(Equalizatio/1~ 266 Neb. 

297,64 N.W.2d 445 (2003). 

24. The presumption in favor of the county board may be classified as a plinciple of 

procedure involving the burden of proof, namely, a taxpayer has the burden to prove that 

action by a board of equalization fixing or determining valuation of real estate for tax 

purposes is unauthorized by or contrary to constitutional or statutory provisions 

governing taxation. Gordnlan Properties Company v. Board o.lEquali::;atioll o.lHall 

County, Neb. 169,403 N.W.2d 366 (1987). 

25. The presumption disappears if there is conlpetent evidence to the contrary. ld. 

26. The order, decision, determination, or action appealed fron1 shall be at1irnled unless 

evidence is adduced establishing that the order, decision, deternlination, or action \-vas 

unreasonable or arbitrary. Neb. Rev. Stat. §77-5016 (8) (2010 Cun1. Supp.). 
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27. Proof that the order~ decision, detennination, or action appealed fro111 \vas unreasonable 

or arbitrary 111USt be Dlade by clear and convincing evidence. S'ee, e.g., Omalia COUlltly 

Club v. ]Jougla<)' Cty. Bd. oj'Equal., 11 Neb.App. 17 J, 645 N.W 821 (2002). 

28. "Clear and convincing evidence ll1cans and is that anlolmt of evidence \vhich produces in 

thc trier of fact a firnl belief or conviction about the existence of a fact to be proved." 

Castellano v. Bitkower, 2T6Neb. 806,81 346 N.W.2d 249,253 (1984). 

29. A decision is "arbitrary" when it is nlade in disregard of the facts and circulnstances and 

without some basis which could lead a rcasonable person to the sanle conclusion. Phelps 

Cly. Bd. of Equal. v. Graf, 258 Neb 810,606 N.W.2d 736 (2000). 

30. A decision is unreasonable only if the evidence presented leaves no r00111 for differences 

of opinion among reasonable nlinds. Pitt/nan v. Sarpy Cly. Bd. o/Equal., 258 Neb 390, 

603 N.W.2d 447 (1999). 

31. "An owner who is familiar with his property and knows its worth is permitted to testify as 

to its value." U. S. Ecology v. Boyd County Bd. OJ Equalization, 256 Neb. 7, 16,588 

N.W.2d 575, 581 (1999). 

32. The County Board-need not put on any evidence to support its valuation of the prope11y at 

issue unless the taxpayeL.establishes the Board's valuation was unreasonable or arbitrary. 

Bottor:lv. Cia}' County Bd. o.fEqualization, 7 Ncb.App. 162,580 N.W.2d 561 (1998). 

33. A Taxpayer, who only produced evidence that was ainlcd at discrediting valuation 

nlcthods utilized by the county assessor, failed to lneet burden of proving that value of 

propcrty was not fairly and proportionately equalized or that valuation pl'aced upon 
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property for tax purposes \vas unreasonable or arbitrary. Beynon v. Board o.(EqualizatioJl 

0.( Lancaster County, 213 Neb. 48K 329 N.W.2d 857 (1983). 

34. A Taxpayer Inust introduce C0J11pctent evidence of actual value of the subject property 111 

order to successfully clainl that the subject propel1y is overvalued. Cf. Lincoln Tel. and 

Tel. Co. v. County Bd Q(Equalizatiol1 a/York County, 209 Neb. 465, 308 N.W.2d 515 

(1981); Arenson v. Cedar County, 212 Neb. 62, 321 N.W.2d 427 (1 982)(detennination 

of equalized taxable value); Josten- Wilbert Vault Co. v. Board 0/ Equalization for 

Buf(alo County, 179 Neb. 415, l38 N.W.2d 641 (1965) (detelmination of actual value). 

IV. 
ANALYSIS 

The subject property is an ilnproved parcel in rural Sarpy County, Nebraska. 

Improvements on the parcel are t\VO residences and two shed. (E:8, 9, 10& 11). The subject 

property is qualified for special valuation. The unimproved lands \vere assessed as agricultural 

land and horticultural land at their special value. The land classified as site and the 

improvements were assessed at actual value. 

Assessment of the land cotnponent of the subject property as detennined by the COllnty 

Board is shown in Exhibit 8 at page 5 & 6 as an agland inventory report. The agland report 

shows 65.75 acres of Dry Use, 9.31 acres of Grass Use, 69.72 acres ofGRT2 Usc, and 3 acres of 

Site usc. (E8:5 & 6). Following the (~ounty Board's detemlination the County Assessor's office 

reviewed its assessnlent records. After review the County Assessor's office revised the agland 

inventory applicable to the subject property as shown in Exhibit 11 at page 4 & 5. The revised 
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agland inventory shows 38.72 acres of Dry Use, 34.06 Acres of Grass Use, 57.75 acres ofGRT2 

Use, 6.76 acres of Site Use and 11.41 acres of \Vastc. (E 11:4 & 5). A further revision of the 

agland inventory \vas made by the County Assessor's office after reviewing photographs 

produced by the Taxpayer as Exhibit 46. After review of the photographs the l1mnber of Site Use 

acres was reduced and the number of Dry Use and GRT2 Use acres were decreased. The tllCt 

that classification of the land affects the detennination of taxable value-is apparent fronl the 

exanlination of any of the property record files submitted. In general, Dry Usc contributes 

greater value than Grass Use, Grass Use contributes greater value than G112 use and Grt2 Use 

contributes more value than waste. The highest contribution to value is for Site Use. 

The evidence is that the County Board relied on incolTect classifications of land for its 

determination of the assessed value of the land cOlnponent. The detennination of the County 

Board is unreasonable or arbitrary. The task before the Conlnlission is now to detcnnine based 

on the reasonableness of the evidence taxable value of the subject property. See Garvey 

Elevators. Inc. v. Adanls County Bd. o/Equalization, 261 Neb. 130, 136,621 N.W.2d 518, 

524 (2001). 

The Taxpayer does not dispute the contribution to value made by the lands classified as 

Dry Use, Grass Use, Grt2 usc or Waste. The contention of the Taxpayer is that the contribution 

to value Inade by the lands classified as site is excessive. 

As noted there are 1\\10 residences on the subject property and two sheds. UAgricultural 

land and horticultural land does not include any land directly associated with any building or 

enclosed structure." Neb. Rev. Stat. §77 -1359 (1) (Reissue 2009). Because the'sites are not 

agricultural and hOliicultural land they are assessed at value. t-Jeb. Rev. Stat. 77-201 
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(Rcissue 2009). The County Board classified and valued two sites. (E8:6). The contributory 

value of an one acre site was dctcnnined to be $42,300 and the contributory valuc of a two acre 

site was detenllined to be $21,600. (E8:6). 

There is no cvidence to support the County Board's detcrnlination that the contribution to 

valuc by the sites \vas $42,300 and $10,800. There is evidence that during the perIod the County 

Board was-hearing protests it received reconl111endations from two appraisers relating to the 

contribution to value of sites. The advice of the appraisers appears in Exhibits 6 & 7. The 

advice of both appraisers was rejected and the County Board Illade its o\vn detennination on an 

unknown basis. 

The Taxpayers opinion of the contribution to value Inade by the sites is based on an 

appraisal and per acre value derived from the sales of parcels he deemed conlparablc. Thc 

appraisal relied on by the Taxpayer was not received. Thc prope11y record files for scven parcels 

submitted by the Taxpayer were received as Exhibits 31, 32, 33, 34, 36,and 37. Datcs of 

salc, sale price, acres sold, and average price per acre for the parcels described in Exhibits 3 I, 32, 

33, 34, 35,36, and 37 are shown in the following table. 

Exhibit Date of Sale Sale Price Size Price/acre 

31 04/24/2008 $125,000 3.12 acres $40,064.10 

32 03/02/2007 $40,000 .63 acres $63,492.06 

33 10/3112008 $162,000 40 acres $4,050.00 

34 06119/2007 $1,464,000 122.29 Acres $11,971.54 

35 07/31/2007 $66,950 3.19 acres Not Calculated! 

36 11/19/2008 160,000 34.3 acres $4,664.72 

I -, 'j 

1 .) I 
I ,..., ',)A ',)AA7 I IILV/LVV 

1$1 -,')t::AAA I 1,OLJ,VUV t 272.68 acres 
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1. The parcel was improved at tin1c of sale. Because some of the value paid \vould be attributed 
to thc iInprovenlcnts the price paid for the land only cannot be detcnnined. 

Parcels described in Exhibits 31 and 32 were not considered by the Taxpayer to be 

comparable parcels. An Appraiser enlployed by the County Assessor's office stated that the 

parcels dcscribed in Exhibits 33, and 36 \verc not arnls-lcllf,rth transactions and should not bc 

considered. Anl1s-]enf,rth transactions are sales between t\VO or nlore parties, each seeking to 

n1axinlize their positions fronl the transaction. 350 Neb. Adlnin. Code, ch 12, §002.21 

(03/15/09). Anns-1cngth transactions are dcen1ed qualified sa1cs. 350 Neb. Admin. Codc, ch 12, 

§002.11 (3/15/09). Prices disclosed in qualified sales are used to estinlate the value of unsold 

parcels. See Ncb. Admin. Codc, chs 12 & 50, (03/15/09). "Sales that are not arnls-length ... 

should be identified and rarely if ever used." The Appraisal of Real Estate, 13 th Edition, 

Appraisal Institute, (2008) at 304. "Non am1s-length sales arc usually not 111ade on the open 

market or are not made with the objective of nlaxinlizing the financial position of the parties 

involved. Thus, they provide unreliable evidence of Inarket value." Mass Appraisal of Real 

Property, International Association of Assessing Officers, (1999) at 53. '''Sales in which the 

buyer is an executor or tnlstee are usually nonlnarket sales at nominal consideration. Sales fronl 

an estate Inay be nlade to satisfy the debts of the deceased or the wishes of an heir; otherwise, the 

sales in which an estate is the seller may well be valid amls-length sales." Id. at 53-54. The 

sales \vere l11adc at auction as pat1 of the settlen1ent of an estate. The Taxpayer did not offer 

evidence contradicting the conclusion of the Appraiser. The C0111nlission adopts the Appraiser's 

conclusion. The relnaining parcels for consideration are those described in Exhibits 34 and 37. 
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Both sales are for I110re than $5,500 per acre. Even assull1ing that the Taxpayer's methodology is 

correct the evidence does not suppol1 his conclusion. 

The Taxpayer asserts that the average selling price of an unitnproved parcel can indicate 

the value that should be attributed to the lands used as the site for a residence or other buildings. 

While the Taxpayer in1plicitly recognizes that there are different uses for different portions of the 

parcel there is no recognition that different values might be assigned to those uses. An 

exanlination of the values assigned to the agricultural land and horticultural land component of 

the subject property will illustrate the difficulty presented by the Taxpayer's position. The 

agland inventory as adopted by the County Board shows four uses of the subject propeliy, Dry 

Use, Gras Use, GRT2 and Site Usc. (E8:5 & 6). Values assigned to the Dry Uses range fron1 

$880 per acre to $2,153 per ag/acre. (E8:S). The average value of an acre of Dry use wou1d not 

be the value assigned to any of its constituent parts. Like wise if the parcel as a whole is 

considered, the sanle analysis could be made. The Taxpayers argument that the contribution to 

value of sites use on the subject property 111ay be determined based on the average sales prices of 

parcels that n1ay or may not have multiple uses is not persuasive. 

An appraiser clnployed by the County Assessor ("appraiser") described the 

methodology used by that office to estirnate the contribution to value of an acre of land used or to 

be used for residential purposes if contained in a larger parcel, for exarTIple a 40 acre tract. The 

basic premise of the analysis is that a higher value would be assigned to one acre and lesser 

values to succeeding acres due to the effects the principles of n1arginal utility. The argunlent is 

that the value of a comJTIodity depends on the utility or usefulness of the marginal unit. See, 

Property Appraisal and Assessment Administration, The International Association of Assessing 
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Officers (1990) at 41. The thcol)' aSSUlllCS that the first unit purchased has higher utility or value 

than the second. lei. The County Assessor's otTice assumed that 5 acres \vas 111axinlulll acres that 

\vould be purchased for residential use and sought infonl1ation on which to detennine the value 

of marginal utility of each acre in a 5 acre tract. The County Assessor's alTayed sales are shown 

on a graph received as Exhibit 14 page 4. 

Graphical analysis can help the appraiser discern systematic relationships 

in land values, \vhich can then be incorporated into valuation schedules and 

adjustment factors. In general, sale price per unit is the dependent variable and 

should be depicted on the vertical (y) axis of the graph. Any other variable for 

which data are available should be selected as the independent variable and 

represented on the horizontal (x) axis. One variable of paI1icuiar interest is the 

number of units, that is, the number of square feet, front feet or buildable units. 

Often there is a systen1atic negative relationship between the nun-tber of units and 

sale price per unit: The greater the number of units, the lower the price per unit. 

At least up to a point. Id. at 185. 

Sales as graphed by the County Assessor sho\v that as the size of a sold parcel increased 

its per acre sale price declined. The trail of green triangles that represents a line through the data 

points was developed after several tries to obtain a best fit. The line indicates that one acre of 

land has a value of$64,000 for residential use. (E14:4). After the contributory value of one acre 

was determined the contributory value of the four renlaining acres in a five acre parcel was 

estimated. A value 0[$9,000 per acre was assigned to the second and third acres and a value of 

$6,500 was assigned to the fourth acre and all relnainlng acres. Application of the nlodel 
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produces a value of $95,000 for a five acre parcel ($64,000 ($9,000 x 2 $ 18,000) + ($6,500 x 

2 = $13,000) $95,000). Many other con1binations would also result in an indicated value of 

$95,000 for a five acre parceL For exanlple a schedule with the fIrst acre valued at $47,000 and 

the , 3rd
, 4t

\ and 5!h acres valued at $12,000 per acre will result in a value of S95,000 assigned 

to a 5 acre parcel ($47,000 + ($12,000 x 4 = $48,000) $95,000). Given the possibility that 

alternate valuation schedules are possible, it is necessary to exanline the evidence in support of 

the valuation schedule adopted by the County Assessor. 

The evidence in support of an assignlnent of $64,000 to the first acre is a sale for $40,000 

of a .63 acre parcel on March 3,2007. The sale was of Lot 38 Thousand Oaks Addition. 

(E14:2). The sale price per acre was $63,492 ($40,000 .63 $63,492). Otber sales in the array 

analyzed by the County Assessor were larger. The next snlallest sale was of 3.07 acres. (E 14:2 

& 3). The average sale price of a three acre parcel would not indicate the contributory value of a 

1 acre parcel for reasons noted above in the discussion of averages and Inarginal utility. When a 

value of $64,000 is assigned to the first acre, the line that can be derived fronl the sales continues 

to move toward the left axis of the cha11s shown on pages 4 and 5 of Exhibit 14. Movenlcnt 

toward the left axis shows that price per acre increascs as size decreases. The evidence that the 

first acre assigned a value of $64,000 may be less than desired for certainty but there is evidence 

that it is appropriate. 

The County Assessor assigned contribution to value of $6,500 to the 4th and all 

succeeding acres. (E 14: 1). An examination of the line shown on Page 4 of Exhibit 14 shows 

that the average sale price of parcels over 5 acres but less than 30 acres ranges fronl $16,000 to 

$12,000. 'fhc average sale priCe of those parcels should not, hOWever considered as evidence 
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of the contribution to value of the 3rd acre for reasons noted above concellling the use of 

averages. The average of snlall nUll1bers is influenced by the highest and lowest number in the 

anay. The average sale price \vould include the 15t and 2nd acres whieh~ based on application of 

InarginallltiIity should have higher values. The average price of the acre IS then intlllenced by 

the values that should be assigned to the 1 s{ and 2nd acres. The average sale price of those parcels 

5 to 30 acres in size may;iikewise, not be the best indicator of the contri bution to value of the 3rd
, 

4th
, and 5th acres. 

Another chart shown at page 5 of Exhibit 14 sho\vs that the average sale price of parcels 

of fann sales over 30 acres produces a line showing the value per acre to be $6,500. Those sales 

were not deemed to be sales of residential parcels and the average sale price would not be unduly 

influenced by the size of the parcel. There is evidence that the County Assessors assignlnent of a 

contributory value of $6,500 to the 3rd 
4th and 5th acres is conect. 

An appraiser testified that 3 acres was the 111aximunl nunlbcr of acres found to 

have residential usc in larger parcels. Using the schedule adopted by the county Assessor a 3 acre 

parcel would be deemed to have a value of$82,000. ($64,000 + $9,000 + $9,000 $82,000). 

Sales of 3 acre parcels range from $67,000 to $156,000). (E14:2). 

Using the schedule adopted by_the County Assessor a five acre parcel \vou1d be deenled 

to have a value of $95,000 as shown above. Sales of five acre parcel rangc from $75,000 to 

$112,125. (E14:3). 

Derivation of the contributory value assigned the 2nd acre is Silllply a Inathematical 

calculation necessary to arrive at a gross value for a 5 acre parcel of $95,000. 
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The discussion above is based on contlibutions to value that are not adjusted for location. 

The County Assessor's value schedule was adjusted based on proximity to a highway and a 

landfill. 

Valuation is not an exact science. Maller a/Bock's Estate, 198 Ncb. 121, 124, 251 

N.W.2d 872, 874 (1977). There is evidence to support the detenl1inations of the County 

Assessor that sites contributed value on a sliding scale and that the scale applicable in this 

instance is $65,000 for the first acre, $9,000 for the second acre and 3rd acre, and $6,500 for each 

succeeding acre. The contributions to value nlade by the Site Use portions of the subject 

property were adjusted based on proximity to a highway. There is no evidence to support the 

detelminations of the County Board or the Taxpayer. Vales as detennined by the Appraiser after 

review of available infcnmation is the 1110St reasonable estilnate of the taxable value of the 

subject property. 

The Taxpayer contends that taxable value of the subject property is not equalized because 

various parcels with different zoning were included in a class for analysis. Zoning restrictions 

applicable to the subject property or any other parcel are not in evidence and the C0111111ission is 

unable to evaluate what effect zoning restrictions, whatever they are, nlight have on the actual 

value of any parcel or manner in which those restrictions nlight affect consideration of the 

equalized taxable value of the subj ect property. 

V. 
CONCLUSIONS OF LAW 

1. The Conlrctission has subject Inatter jurisdiction in this appeal. 
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2. The Conllllission has jurisdiction over the parties to this appeal. 

3. The Taxpayer has produced COlnpetent evidence that the County Board failed to faithfully 

perfonn its official duties and to act on sufficient competent evidence to justify its 

actions. 

4. The Taxpayer has adduced sufficient, clear and convincing evidence that the decision of 

the County Board is unreasonable or arbitrary and the de-cision of the County Board 

should be vacated and reversed. 

VI. 
ORDER 

IT IS On.DERED TfIAT: 

1. The decision of the County Board detcrnlining taxable value of the subject property as of 

the aSSeSSlTICnt date, January I, 2009, is vacated and reversed. 

2. Taxable value, for the tax year 2009, of the subject property is: 

Case No. 09SV 008 

Agricultural land $ 90,786.00 

Site $ 85,793.00 

Residence $ 128,554.00 

Outbui ldings S 4,462.00 

Total 
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3. This decision, if no appeal is tinlcly filed, shall be certified to the Sarpy County 

TreasureI', and the Sarpy County Assessor, pursuant to Ncb. Rev. Stat. ~77 -5018 (2010 

Cum. Supp.). 

4. Any request for relief, by any party, \vhich is not specifically provided for by this order is 

denied. 

5. Each party is to bear its o\vn costs in this proceeding. 

6. This decision shall only be applicable to tax year 2009. 

7. This order is effective for purposes of appeal on June I, 20 I 1. 

Signed and Sealed. June 1, 2011. 

Nancy 1. Sahnoll, Conl1nissioner 
SEAL 

APPEALS FROM DECISIONS OF THE COMMISSION MUST SATISFY THE 
REQUIREMENTS OF NEB. I~EV. STAT. §77-5019 (2010 Cunl. Supp.), OTHER 
PROVISIONS OF NEBRASKA STATUTES, AND COURT RULES. 

I concur in the result. 

The analysis above considers two standards of review for review. One standard of review 

is stated as a presumption found in case law the other is found as stated in statute. I do not 

believe consideration of two standards of review are required by statute or case la\v. 

The Comnlission is an adOlinistrative agency of state governrnent. See Creighton ,,)'1. 

Joseph Regional Hospital v. lVebraska Tax Equalization and Review Conunission, 260 Neb. 905, 

620 N.\V.2d 90 (2000). As an adlninistrative agency of state governnlent, the Comlnission has 

only the powers and authority granted to it by statute. ld. The C0111111ission is authorized by 
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statute to review appeals from decisions of a county board of equalization, the Tax 

Cornnlissioner, and the Department of Motor Vehicles. Ncb. Rev. Stat. §77-5007 (2010 CUl11. 

Supp.). In general, the ConlIlllssion Inay only grant relief on appeal if it is shown that the order, 

decision, determination, or action appealed fronl was unreasonable or arbitrary. Ncb. Rev. Stat. 

§77-5016(8) (2010 Cunl. Supp.). 

The COll1lnission is authorized to review decision of a County Board of Equalization 

detennining taxable values. Neb. Rev. Stat. §77-5007 (2010 Curn. Supp.). Review of County 

Board of Equalization decisions is not new in Nebraska law. As early as 1903, Nebraska Statutes 

provided for review of County Board assessment decisions by the district courts. Laws 1903, c. 

73 § 124. The statute providing for review did not state a standard for that revie·w. ld. A 

standard of review stated as a presumption was adopted by Nebraska's Suprclne Court. See, 

State v. Savage, 65 Neb. 714,91 N.W. 716 (1902) (citing Dixon Co. v. FIalstead, 23 Neb. 697,37 

N.W. 621 (1888) and State v. County Board of Dodge Co. 20 Neb. 595,31 N.W. 117 (1887». 

The presumption was that the County Board had faithfully perfornled its official duties and had 

acted upon sufficient competent evidence to justify its actions. See id. In 1959, the legislature 

provided a statutory standard for review by the district courts of county board of equalization, 

assessnlcnt decisions. 1959 Neb Laws, LB 55, §3. The statutory standard of revic\v required the 

District Court to affinn the decision of the county board of equalization unless the decision was 

arbitrary or unreasonable or the value as established was too low. Ie!. The statutory standard of 

review was codified in section 77-1511 of the Nebraska Statutes. Neb. Rev. Stat. §77-1511 

(Culn. Supp. 1959). After adoption of the statutory standard of review, Nebraska: Courts have 

held that the provisions of section 77-50 1 j of the Nebraska Siatutes created a presunlption that 
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the County Board has faithfully perfonned its official duties and has acted upon sufficient 

competent evidence to justify its actions. e.g. Ideal Basic Indus. V "Nucholls elY. JJd. Of 

Equal., 23 1 Ncb. 437 N.W.2d 501 (1989). The presunlption stated by the COUli \vas the 

presulnption that had been found before the statute \vas enacted. 

Many appeals of decisions tnade pursuant to section 77 -1511 \vere decided \vithout 

reference to the statutory standard of revlc\v applicable to the district courts review of a county 

board of equalization's decision. See, e.g. Grainger Brothers Company v. County Board oj' 

Equalization of the ("ounty of Lancaster, 180 Neb. 571,144 N.W.2d 161 (1966). In Hastings 

Building Co., v. Board of Equalization of Adams County, 190 Neb. 63, 206 N.W.2d 338 (1973), 

the Nebraska Supreme Court acknowledged that two standards of review existed for reviews by 

the district court; one statutory requiring a finding that the decision reviewed was unreasonable 

or arbitrary, and another judicial requiring a finding that a presunlption that the county board of 

equalization faithfully performed its official duties and acted upon sufficient competent evidence 

was overCOllle. No attenlpt was made by the Hastings Court to reconcile the two standards of 

review that were applicable to the District Courts. 

The Tax Equalization and Review Comnlission was created in 1995. 1995 Neb. Laws, 

LB 490 § 153. Section}7 -1511 of the Nebraska Statutes was nlade applicable to review of 

county board of equalization asseSSlllcnt decisions by the Comnlission. ld. In 2001, section 77-

1511 of Nebraska Statutes \vas repealed. 2001 Neb. Laws, LB 465, § 12. After rcpeal of section 

77 -1511, the standard for review to be applied by the C0111n1issiol1 in most appeals \vas stated in 

section 77-5016 of the Nebraska Statutes. Section 77-5016(8) requires a finding that the decision 

being reviewed was unreasonable or arbitrary. Brenner v. Banner County Board of Equalization, 
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276 Neb. 275, 753 N.W.2d 802 (2008). The Supreme Court has stated that the presumption 

\vhich arose fron1 section 77-1511 is app} icablc to the decisions of the COllllnission. Garvey 

Elevators, fne. V. Adams COUll~V Bd. afEqualization, 261 Ncb. 130,621 N.w.2d 518 (2001). 

The possible results from application of the presulllption as a standard of review and the 

statutory standard of review arc: (1) the prcsUlnption is not overconle and the statutory standard 

is not overconle; (2) the presulnption is overcome and the statutory standard is not overCOllle; (3) 

the presunlption is not overconle and the statutory standard is overcome; (4) and finally thc 

presumption is overCOlne and the statutory standard is ovcrconle. The first possibility does not 

allow a grant of rclief, neither standard of rcvic\v has been Inet. The second possibility does not 

therefore allo\v a grant of relief even though the presumption is overcome because the statutory 

standard renlains. See City ~rYork v. York County Ed of Equal. , 266 Neb. 297, 664 N.W.2d 445 

(2003). The third possibility requires analysis. The presumption and the statutory standard of 

review are different legal standards, and the statutory standard remains after the presumption has 

been overcome. See id. The burden of proof to overcome the presuInption is conlpetent 

evidence. Jd. Clear and convincing evidence is required to show that a county board of 

equalization's decision was unreasonable or arbitrary. See, e.g. Omaha CountJy Club v. Douglas 

Cly. Ed. of Equal., 11 Neb.App. 171, 645 N.W.2d 821 (2002). COillpetent eviden~~~ that the 

county board of equalization failed to perform its duties or act upon sufficient conlpetent 

evidence is not always evidence that the county board of equalization acted unreasonably or 

arbitrarily because the statutory standard of review remains even if the presunlption is overcome. 

City of York v. York County Ed of Equal. , 266 Neb. 297,664 N.W.2d 445 (2003). Clcar and 

convincing evidence that a county board of equalization's detcrrnination, action, order, or 
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decision \vas unreasonable or arbitrary, as those tenns have been defined, may~ ho\vevcr, 

ovcrCOlne the prcsunlption that the county board of equalization faithfully discharged its duties 

and acted on sufficient conlpetent evidence. In any event, the statutory standard has been nlct 

and relief Inay be granted. Both standards of review arc 111Ct in the fOll11h possibility and relief 

111ay be granted. 

Use of the presumption as a standard ofrevie\v has been criticized. SeeG. ivlichael 

Fenner, About Presumptions in Civil Cases, 17 Creighton L. Rev. 307 (1984). In the view of that 

author, the presumption should be returned to its roots as a burden of proof. ld. Nebraska's 

Supreme Court acknowledged the difficulty of using two standards of revie\v and classified the 

presu111ption in favor of the county board of equalization as a principle of procedure involving 

the burden of proof, namely, a taxpayer has the burden to prove that action by a board of 

equalization fixing or detemlining valuation of real estate for tax purposes is unauthorized by or 

contrary to constitutional or statutory provisions governing taxation. See Gordman Properties 

COlnpany v. Board 0.[ Equalization of Hall County, 225 Neb. 169, 403 N. W.2d 366 (1987). Use 

of the Gordl1zan analysis allows consideration of both the presurnption and the statutory standard 

of review without the difficulties inherent in the application of hvo standards of review. It is 

within that fralnework that I have analyzed the evidence. 

Wnl. R. Wickcrshan1, C0111nlissioner 
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BEFOIffi TIlE NEBHASKA TAX EQUALIZATI()N 
AND REVIE\V COMMISSION 

CONNIE L. ANDERSON, 

Appellant, 

v. 

SARPY COUNTY BOARD OF 
EQUALIZA TION, 

Appellee. 

) 
) 

) 
) 
) 
) 
) 
) 
) 
) 

No. 09SV 007 

DECISION AND ORDER 
REVERSING THE DECISION OF 

THE SARPY COUNTY BOARD OF 
EQUAL[ZATION 

AFTER RECONSIDERATION 

The above-captioned case was cal1ed for a hearing on the n1erits of an appeal by Connie 

L. Anderson ("the Taxpayer") to the Tax Equalization and Review COlnmission ("the 

Commission"). The hearing was held in the COlnn1ission's Hearing Roonl on the sixth floor of 

the Nebraska State Office Building in the City of Lincoln, Lancaster County, Nebraska, on 

September 28, 2010, pursuant to an Order for Hearing and Notice of Hearing issued July 17, 

2010. COlnmissioner Wickershanl, Chairperson of the Comnlission, was the presiding hearing 

officer. COlnmissioner Warnes was absent. Commissioner Wickershanl, as Chairperson, 

designated COllllnissioners Wickersham, Salmon, and Hotz as a panel of the Conlmission to hear 

the appeal. Commissioner l-Iotz was excused. Commissioner Sahnon was present. The appeal 

\vas heard by a quorum of a panel of the Cornmission. 

Connie L. Anderson was present at the hearing. No one appeared as legal counsel for the 

Taxpayer. 

Kerry A. Sclllnid and John W. Reisz, Deputy County Attorneys for Sarpy County, 

Nebraska, were present as legal counsel for the Sarpy County Board of Equalization ("the County 

Board"). 

The Commission took statutory notice, received exhibits, and t~stimony. 
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The COlnlnission is required to state its final decision and order coneenling an appeal, 

with findings of fact and conclusions of law, on the record or in \vriting. Neb. Rev. Stat. § 77-

5018 (20 10 Cunl. Supp.). The final decision and order of the C0111111ission in this case is as 

follows. 

I. 
ISSUES 

The Taxpayer has asserted that taxable value of the subject property as of January I, 

2009, is less than taxable value as detelmined by the County Board. The issues 011 appeal related 

to that asse11ion are: 

Whether the decision of the County Board, detelmining taxable value of the subject 

property, is unreasonable or arbitrary; and 

The taxable value of the subject property on January 1, 2009. 

II. 
FINDINGS OF FACT 

The COlnnlission finds and detemlines that: 

1. The Taxpayer has a sufficient interest in the outcome of the above captioned appeal to 

nlaintain the appeal. 

2. The parcel of real propeI1y to which this appeal pertains ("the Subject Property") IS 

described in the table belo\v. 

3. Taxable value of the subject property placed on the assessment roll as of January 1, 2009, 

(lithe assessment date") by the Sarpy County Assessor, value as proposed in a timely 
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protest, and taxable value as detern1incd by the County Board is sho\vn in the foll()\ving 

table: 
Case No. 09SV 007 

D cscnptlon: T L RS ax ot ectlon 1) T }' 1) R owns IIp ~, ange 10 S , arpy c ounty, N b k eras Ta. 

Assessor Notice Taxpayer Protest Board Dctenllined 
Value Value Value 

Agricultural Land $34,937.00 $31,026.00 $34,937.00 

Honle Site $9,000.00 In Ag Land $12,000.00 

Residence $166,136.00 $139,860.00 $161,726.00 

Farm Site $64,000.00 In Ag Land $47,000.00 

Outbuilding $945.00 In Residence $945.00 

Total $275,018.00 $170,886.00 $256,608.00 

4. An appeal of the County Board's decision \vas filed \vith the COlnmission. 

5. An Order for Hearing and Notice of Hearing issued on July 17, 2010, set a hearing of the 

appeal for Septelnber 28, 2010, at 1 :00 p.m. CDST. 

6. An Affidavit of Service, which appears in the records of the Comlnissiol1, establishes that 

a copy of the Order for Hearing and Notice of Hearing was served on all parties. 

7. Taxable value of the subject property as of the aSSeSS111cnt date for the tax year 2009 is: 

Case No. 09SV 007 

Agricultural land $ 19,170.00 

Farm Site $ 64,000.00 

Home Site $ 6,840.00 

Residence $ 154,521.00 

Oli" nn '/',J.vv 

Total $ 245,476.00. 
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III. 
APPLICABLE LAW 

1. Subject nlatter jurisdiction of the Conl1nission in this appcal IS over all questions 

necessary to deternline taxable value. Ncb. Rev. Stat. 16(7) (2010 CUI1l. Supp.). 

2. "Actual value is the Inost probable price expressed in ternlS of Bloney that a property_~yil1 

bring if exposed for sale in the open nlarket, or in an anll' s length transaction, between a 

willing buyer and a willing seller, both of \VhOnl are knowledgeable concerning all the 

uses to which the real property is adapted and for which the real property is capable of 

being used. In analyzing the uses and restrictions applicable to real propc11y the analysis 

shall include a full description of the physical characteristics of the real property and an 

identification of the property rights valued." Neb. Rev. Stat. §77-112 (Reissue 2009). 

3. "Actual value may be determined using professionally accepted 111aSS appraisal nlethods, 

including, but not limited to, the (I) sales comparison approach using the guidelines in 

section 77-1371, (2) income approach, and (3) cost approach." Neb. Rev. Stat. §77-112 

(Reissue 2009). 

4. "Actual value, market value, and fair nlarket value mean exactly the same thing." 

Omaha Country Club v. Douglas County Board a/Equalization, et aI., J 1 Ncb.App. 171, 

180, 645 N. W.2d 821, 829 (2002). 

5. Taxable value is the percentage of actual value subject to taxation as directed by section 

77-20 I of Nebraska Statutes and has the sanle nleaning as assessed valuc,- Neb. Rev. 

Stat 877-111 (Reissue 2009), --- - ,)" --- ,-- - --./. 



6. All taxable real property, \vith the exception of agricultural land and horticultural land, 

shall be valued at actual value for purposes of taxation. Ncb. Rev. Stat. §77 -201 (l) 

(Reissue 2009). 
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7. Agricultural land and horticultural land shall be valued f()r purposes of taxation at seventy 

five percent of its actual value. Neb. Rev. Stat. §77-20 1 (2) (Reissue 2009). 

8. "Agricultural land and horticultural land nleans a parcel of land which is prinlarily used 

for agricultural or horticultural purposes~ including wasteland lying in or adjacent to and 

in con1n10n ownership or managet11cnt \vith other agricultural land and horticultural land. 

Agricultural land and horticultural land does not include any land directly associated with 

any building or enclosed stnlcture. 1I Neb. Rev. Stat. §77 -1359 (1) (Reissue 2009). 

9. "Agricultural or h011icuiturai purposes nleans used for the cOlnmercial production of any 

plant or animal product in a raw or unprocessed state that is derived fron1 the science and 

art of agriculture, aquaculture, or horticulturc. Agricultural or horticultural 

purposes includcs the following uses of land: 

(a) Land retained or protccted for future agricultural or h011icultural purposcs 

undcr a coiiservation easenlcnt as provided in the Conscrvation and Preservation 

Easements Act ex-eept when the parcel or a portion thereof is being used for 

purposes other than agricultural or horticultural purposes; and 

(b) Land enrolled in a federal or state progratTI in which payt11ents arc received 

for removing such land fron1 agricultural or horticultural production shall be 

defined as agricultural land or horticultural land." Neb. Rev. Stat. §77-1359 (2) 

(Reissue 2009). 



10. The Legislature 111ay enact laws to provide that the value of land actively devoted to 

agricultural or horticultural use shall ft)r property tax purposes be that value \vhich such 

land has for agricultural or horticultural usc \vithout regard to any value which such land 

Inight have for other purposes or uses. Neb. Const. art. VIII, § 1 (5). 

11. Agricultural or horticultural land which has an actual value as defined in section 77-] 12 

reflecting purposes or uses other than agricultural or horticultural purposes or uses shall 

be assessed as provided in subsection (3) of section 77-201 if the land meets the 

qualifications of this subsection and an application for such special valuation is filed and 

approved pursuant to section 77-1345. In order for the land to qualify for special 

valuation all of the following criteria shall be nlet: (a) The land is located outside the 

corporate boundaries of any sanitary and inlprovement district, city, or village except as 

provided in subsection (2) of this section; and (b) the land is agricultural or horticultural 

land. Neb. Rev. Stat. §77-1344 (1) (Reissue 2009). 

] 2. Agricultural land and horticultural land actively devoted to agricultural or horticultural 

purposes which has value for purposes other than agricultural or horticultural uses and 

which nleets the quaIl fications for special valuation under section 77-1344 shall 

constitute a separate and distinct class of propeliy for taxation, shall be subject to 

taxation, and shall be valued for taxation at seventy-five percent of its special value as 

defined in section 77-1343. Ncb. Rev. Stat. §77-20 1 (3) (Reissue 2009). 

13. Special value is the value land would have for agricultural or horticultural purposes or 

uses without regard to the actual value the land \vould have for other purposes.. Neb. 

Rev. Stat. §77-1343 (5) (Reissue 2009). 
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14. A presllnlption exists that the County Board has faithfully perfomled its duties and has 

acted on conlpetent evidence. Ci(V q/ York l'. York COLillty Bd Of Equalization, 266 Ncb. 

297,64 N.\V.2d 445 (2003). 

15. The prcslllllption in favor of the county board Inay be classified as a princ1ple of 

procedure involving the burden of proot: nanlely, a taxpayer has the burden to prove that 

action by a board of equalization fixing or detennining valuation of real estate for tax 

purposes is unauthorized by or contrary to constitutional or statutory provisions 

governing taxation. Gardman Properties Company v. Board 0/ Equalization 0/ flall 

County, 225 Neb. 169,403 N.W.2d 366 (1987). 

16. The presulllption disappears if there is competent evidence to the contrary. Jd. 

17. The order, decision, determination, or action appealed fronl shall be affirmed unless 

evidence is adduced establishing that the order, decision, deterIllination, or action was 

unreasonable or arbitrary. Neb. Rev. Stat. §77-50 16 (8) (2010 Cum. Supp.). 

18. Proof that the order, decision, dctennination, or action appealed fronl was unreasonable 

or arbitrary lnust be nlade by clear and convincing evidence. See, e.g., 0111aha CauntJy 

Club v. Douglas ety. Bd. of Equal. , 11 Neb.App. ] 71,645 N.W.2d 821 (2002). 

19. "Clear and convincing evidence Illeans and is that anlount of evidence which produces in 

the trier of fact a finn belief or conviction about the existence of a fact to be proved." 

Castellano v. Bitkower, 216 Ncb. 806,812,346 N.W.2d 249, 253 (1984). 

20. A decision is "arbitrary" when it is made in disregard of the facts and circumstances and 

without some basis which could lead a reasonable person to the sanle conclusion. Phelps 

Cly. Bd. a/Equal. v. Graf, 258 Neb 810, 606 N.W.2d 736 (2000). 
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2 I. A decision is unreasonable only if the evidence presented leaves no room for eli ftcrences 

of opinion aIllong reasonable Ininds. Pittman v. Sarpy ely. Bd OJ'EC/IWI., Neb 390, 

603 N.W.2d 447 (1999). 

22. HAn owner \vho is fatniliar with his property and knows its worth is pCrInitted to testify as 

to its value." U. S Ecology v. Boyd COUIl(V Bd. O/Equalization, 256 Ncb. 7, 16,588 

N.W.2d 575, 581 (1999). 

23. The County Board need not put on any evidence to support its valuation of the property at 

issue unless the taxpayer establishes the Board's valuation was unrcasonable or arbitrary. 

Bottol.iv. Clay County Bd. oj'Equalization, 7 Neb.App. 162,580 N.W.2d 561 (1998). 

24. A Taxpayer, who only produced evidence that "vas ainlcd at discrcditing valuation 

methods utilized by the county assessor, failed to nleet burden of proving that value of 

prope11y was not fairly and proportionately equalized or that valuation placed upon 

property for tax purposes was unreasonable or arbitrary. Beynon v. Board 0/ Equalization 

0/ Lancaster County, 213 Neb. 488,329 N.W.2d 857 (1983). 

25. A Taxpayer must introduce competent evidence of actual value of the subject property in 

order to successfully claim that the subject property is overvalued. Cf. Josten- Wilbert 

Vault Co. v. Board a/Equalization/or BI~Oalo-eoul1ty, 179 Ncb. 415,138 N.W.2d 641 

(1965) (determination of actual value). 

IV. 
ANALYSIS 

The subject property is a 36.5 acre parcel of land nlral Samv County Nebraska. The - - - I .I ~ .I 

parcel is iml:wovecfWith a res~dence, detached garage, yard shed, and hay shed. The subject 
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property was qualified for special valuation. The unimproved lands were assessed as agricultural 

land and horticultural land at their special value. The h0I11C site, t~lnll site and improvcrllents 

\vere assessed at actual value. The Taxpayer contends that the contribution to actual value of the 

hOlne site is less than as deternlined by the County Board and that 1110rc unilllprovcd land in the 

parcel should be classified and valued as waste land. 

\Vaste land as a subclass of agricultural land and hOl1icultural land is defined as "land that 

cannot be used econonlically and that are(sie) not suitable for agricultural or horticultural 

purposes. Such land types include but are not limited to, blowouts, riverwash (recent 

unstabilized alluvial deposits), marches, badlands, large deep gullies (including streatnbcds and 

banks), bluffs, rockland, gravel areas, and salt flats. To qualify for wasteland the land 111USt be 

lying in or adjacent to and in COlnnlon ownership or managelnent with land used for agricultural 

or horticultural purposes. Some of these areas could be developed or rcclainlcd for beneficial use 

by land shaping, revegetation, drainage, or possibly other special practices. Until they are 

reclaimed, developed, or restored to agricultural production or recreational use, they should be 

classified as wasteland." 350 Neb. Adlnin. Code, ch. 14, §002.54 (03/09). AsseSSll1ent of the 

agricultural land and horticultural land component of the subject propcl1y as determined by the 

County Board is shown in Exhibit 8 at page 4 as an agland inventory repo11. That report shows 4 

acres of waste land contributing assessed value of $320. (E8:4). The Taxpayer contends that 

gullies in the southwest comer of the subject property with the slopes leading into thenl should 

be classified as waste and heavily timbered areas should be classified as waste land. After the 

County Board made its determination the County Assessor's office reviewed its assessnlent 

records. After review the County Assessor's office revised the agland inventory applicable to the 
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subject property as sho\\/n in Exhibit 10 at page 3. The County Assessor's revised agland 

inventory sho\vs tvvo tracts of wasteland contributing assessed value of $466 ($394 + 72 = 

$466). (E 1 0:3). The agland inventory report relied on by the County Board as sho\vn at Exhibit 

8 at page 4 sho\vs three soils by S)'111bol and narne ivlOD2 Monona Silt LOaIn Eroded 7, MSE2 

Monona-Ida silt Loanl Erod and MOE Monona Silt Loml1 11-17. (E8:4). The County Assessor's 

-,...--

revised agland inventory rcpo11 sho\vs the three soils relied on by the County Board, MOD2 

Monona Silt Loam Eroded 7, MSE2 Monona-Ida Silt-Loam Erod, and MOE Monona Silt Loam 

11-17 and three additional soils MSF Monona - Ida Silt Loam 17-3, RK Rock Land, and RN 

Rough Broken Land - - Loes. (E 1 0:3). The soil symbols and names were obtained from the soil 

survey for Sarpy County. Soil types as identified by symbol and nan1e as found in the soil 

surveys arc converted to classes and subclasses of land as prescribed by the Property Tax 

Administrator. Neb. Rev. Stat. §77-1362 (Reissue 2009). The result is that soil types which are 

alike will be converted to like subclasses, land valuation groups (LCGs),of agricultural land and 

horticultural land. This allo\vs uniform classification of lands. After classification, values arc 

assigned to each LVG or classification. Because proper classification is a component of the 

assessment process, the COlnnlission has exalnined the soil type definitions as found in the soil 

survey for Sarpy-County. Descriptions of the soils as they appear in the soil survey are as 

follows: 

Monona silt 10an1, 7 to 11 percent slopes, eroded (MoD2). This soil is in 

smooth areas above steeper soils that border entrenched drainageways in the 

uplands. This soil has a profile similar to that described as representative of the 

series, but the surface layer is thinner and lighter colored .. " This soil is easy to 



till. Runoff is n1cdiulll. Water erosion is the Inain hazard. Conserving rainfall is 

the main coneenl of 11lanagCJllcnt. ()rganic-Inatter content is 1110dcratc to 

Inoderatcly low. Most of the acreage is in cultivated crops, Inainly corn, 

soybeans, and alhllf~L Sn1alJ acreages are in grain sorghun1 and wheat. SOllle 

areas are in bron1egrass. Soil Survey oj'Douglas and Sarpy Counties, Nebraska, 

United States Departnlent of Agriculture, Soil Conservation Service, (1975) at 23. 

Monona silt 10a111, 11 to 17 percent slopes (MoE). This soil is adjacent to 

entrenched drainageways in the uplands. This soil has a profile sinlilar to that 

described as representative of the series, but the surface layer is sightly thinner . 

. This soil is easy to tilL Runoff is nlediuln. Water erosion is the main hazard. 

Conserving rainfall is the lnain concern of management Organic-matter content 

is moderate. Most of the acreage is in grass or has been contour farnled, so the 

degree of erosion is only moderate. Small Ares are in cultivated crops, mainly 

com, alfalfa, and grain sorghum. Small acreages are in soybeans and wheat. ld. 

at 23-24. 

Monona and Ida silt loan1s, 1 to 17 percent slopes, erode-d (MsE2). These 

soils are adjacent to entrenched drainageways in the uplands. Some areas are 

entirely Monona silt 10an1, others are entirely Ida silt 10an1, and many contain both 

soils. Each soil has a profile sinlilar to the one described as representative of its 

respective series, but the surface layer is thinner. ... Runoff is mediunl to rapid. 

Water erosion is the nlain hazard. Conserving rainfall is the main concenl of 

management Organic-matter 5?8~leT!t is mo~erate to low. Most of the acreage is 

I I 



in cultivated crops, mainly corn, soybeans, and alfalfa. Snlall acreages arc in 

grain, sorghunl and wheat. SOInc areas arc in bromcgrass. ld at 24 

Monona and Ida silt Loams, 17 to 30 percent slopes (1\'1 sf). These steep 

soils are 111ainly under grass and trees. Some areas arc entirely Monona silt loan1, 

others are entirely Ida silty loam, and 111any contain both soils ... _ Each soil has 

a profile similar to the one described as representative of its respective series~:but 

the surface layer is slightly thinner. . .. Runoff is medium to rapid. Water 

erosion is the main hazard. Conserving and holding rainfall are the lnain concerns 

of ll1anagenlent. Organic-matter content is 1110derate to low. Most of the acreage 

is in grass or grass and trees. The main grasses are big bluestem, little bluestc111, 

side oats granla and switchgrass. Oaks, elnl and hackbeny are the Inain trees. Id. 

at 24. 

Rock land (30 to 100 percent slopes) (Rk) is in very steep areas, nlainly 

nearly vertical and vertical areas of rock outcrop along the blufTs of the Platte 

River Valley. Small areas are a10ng the steep bank of large drainageways. The 

areas are 50 to 80 percent very shallow soils over sandstone or limestone; 10 to 45 

percent of immature soils that formed in loess, glacial till, or shale; and about 10 

percent bare rock. . .. Droughtiness is the Inain hazard. Steepness and high 

percentage of rack outcrop cause very rapid runofl. Jd. at 28. 

Rough Broken Land, Loess Rough broken land, loess (30 to 100 percent 

slopes) (Rn) consists of very steep to nearly vertical areas of Peolia Loess that 

contains large gullies and deeply entrenched drainagcways and overfalls .... 
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\Vater erosion is the main hazard. Runoff is very rapid. Soil slipping, \vhich is 

C01111110n in steeper arcas, fomls short vCliical c0I11n1only called catstcps. 

Rough broken land, loess, is not suitable for cultivation. Some areas are used for 

whatever grazing is available. Adjacent cultivated areas arc used for \vhatever 

grazing is available. Adjacent cultivated areas arc used by wildlife for food, 

nesting, and cover. Sonle areas on the Missouri River Bluff') arc parks llscd for 

recreation. Thc vegetation is trees, brush, and native grasses, ll1ainly big 

bluestem, little bluestem, side-oats grama, switchgrass, and indiangrass. Id. at 28. 

-13-

A map locating the described soils on the subject property is found at sheet 50 of the soil 

maps for Sarpy County as found in the Soil Survey a/Douglas and Sarpy Counties, Nebraska, 

United States Departn1ent of Agriculture, Soil Conservation Service, (1975). A n1ap produced as 

Exhibit 12: 1 mirrors the mapping of soils found in the soil survey at sheet 50. The County 

Assessor's revised agland inventory is a conect representation of the soils found on the subject 

property_ The agland inventory relied on by the County Board was deficient because it did not 

describe the presence of Rock Land, or Rough Broken Land Loess. 

The soils classified as Rock Land, and Rough Broken Land Loess, are in the southwestenl 

COll1er of the subject property. The taxpayer described the area as consisting of steep slopes 

leading into gullies or ravines and that it was not capable of agricultural production. The 

descriptions for those soil types supports the characterization of the Taxpayer. The Comlnission 

detcllnines that the lands containing those soil types on the subject property should be classified 

as \vasteland with a contributory value of $80 per acre. 
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l\ Hcr the County Board's determination, a representative of the County Assessor's office 

inspected the unprovements on the subject property. ElTors were found in the county's 

assessnlent records. After cOlTection of the elTors appearing in the assessment records the 

County Assessor's office reconsidered its estinlate of the contribution to value l1lade by the 

residence. The estimate of the contribution to value nlade by the residence as relied on by the 

County Board is shown at Exhibit 5 at page 23. The revised estinlate of the contribution to value 

made be the residence as Il1ade by the County Assessor's office is shown at page I of Exhibit J O. 

A cODlparison of the t\1\1'O estimates shows that they were both nlade using the same methodology 

and that differences in value result from the changes in the characteristics of the residence. The 

County Board relied on elToneous infonnation for its determination of the contribution to value 

made by the residence. 

The evidence is that the County Board relied on incorrect classifications of land for its 

determination of the assessed value of the agricultural land and horticultural land and the 

contributory value of the residence. The determination of the County Board is unreasonable or 

arbitrary_ The task before the Commission is now to detennine based on the reasonableness of 

the evidence taxable value of the subject property. See Garvey Elevators, Inc. v. Adams County 

Bd. a/Equalization, 261 Neb. 130,136,621 N.W.2d 518,523-524 (2001). 

Assessed value of the agricultural land and horticultural land can be determined by 

subtracting the value attributable to the 3.15 acres of Rough Broken Land Loes, $14,753 and 

revaluing those acres as waste land at $80 per acre and adding that value to the value of other 

agricultural land and horticultural land the result is $19,170 ($90,511 Total Land - $64,000 Site -

$6,840 Site $753 Rough Broken Land - Loes + (3.15 x $~80 $19,170). 
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The contributory value of the residence as redetemlined by the County Assessor \vas 

accepted by the Taxpayer at S 1 1. 

As noted there is a residence and shed on the subject property. Agricultural land and 

horticultural land docs not include any land directly associated \vith any building or enclosed 

stnlctufe." Ncb. Rev. Stat §77-1359 (1) (Reissue 2009). Because the sites are not agricultural 

and horticultural land they arc assessed at actual value. Ncb. Rev. Stat. 77-201 (Reissue 2009). 

The County Board classified and valued two sites. (E8:4). The contributory value of a one acre 

site was detennined to be $47,000 and the contributory value of another one acre site was 

determined to be $12,000. (E8:4). 

There is no evidence to suppol1 the County Board's determination that the contribution to 

value by the sites \vas $47,000 and $12,000. There is evidence that during the period the County 

Board was hearing protests it received recomlnendations froln two appraisers relating to the 

contribution to value of sites. The advice of the appraisers appears in Exhibits 6 & 7. The 

advice of both appraisers was rejected and the County Board made its own detemlination on an 

unknown basis. 

The Taxpayer contends that site contribution to value should be $6720 per acre for .03 

'8."C'res. The Taxpayer's opinion that site contribution to value was $6,720 per acre is based on the 

average sale of parcels described in Exhibits 16, 18, 28, and 29. Dates of sale, sale price, acres 

sold, and average price per acre for the parcels described in Exhibits 16, 18, 28 and 29 are shown 

in the following table. 



Exhibit Datc of Sale Sale Price Size Price/acre 

16 07/26/2006 $190,000 20.02 $9,490 

18 07/19/2006 $190,000 20.02 $9,490 

28 10/31/2008 $162,000 40.00 54,050 

29 11119/2008 $160,000 34.30 S4~665 

Total $702,000 114.34 56,140 I 

1. $702,000 114.34 $6,110. NOTE the average of the average price per/acre is $6,916.75 

($9,490 + $9,490 + $4,050 -+ $4,665 = $27,695 4 = $6,923.75). 
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The averaging methodology used by the Taxpayer is not an accepted appraisal technique. 

A verages are inherently subject to influence by the size of the sanlple and the degree of 

uniformity in the sample. For example an array of the average of the sunl of 1,2,3, and 4 is 2.5 

(1 -+ 2 -+ 3 -+ 4 = 10 -7- 4 2.5) is the same as the average of .01 and 4.9 (.10 + 4.9 = 5 2 = 2.5). 

The valuation date at issue is January 1, 2009. Two sales of parcel near the size of the subject 

property sold for $4,050 and $4,665 per acre respectively. If the desire is to find the actual value 

of a 36.45 acre uninlproved parcel, perhaps those sales are the best indicator of that value as of 

January 1,2009. Averages also nlask another problenl. The parcel described in Exhibit 16 was 

purchased as uninlproved land for $190,000. A residence and other inlprovenlcnts were placed 

on the parcel in 2009. (E 16: 1). Land used for the improvements totaled 2.68 acres. (E 16:5). 

More land was acquired than necessary for the construction of the inlprovenlents. A portion of 

the parcel was purchased for residential use, the balance of the parcel \vas obtalned for another 

usc. The values assigned by the buyer to the two uses arc unkno\vn, ho\vever, jf it assunlcd that 

the 2.68 acres of land to be used for residential purposes had a value to the buyer of $120,000, 

the valuc per acre~ls$44~77615er-acre ($44,776 -7- 2.68 $44,776) and the balance has a value of 
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$4,036 per acre ($190,000 - $] 20,000 - $70,000 17.34 $4,036). The average price paid for 

the \vhole \vas $9,490. The average sale price of lands, sonlC of \vhich are purchased for 

residential usc and palily for another usc is not evidence of the value given for either use. 

As a further example the agricultural land and horticultural land and cOll1ponent of the 

subject property \vas assessed based on the valucs assigned to different uses, dry crop land, grass, 

and waste. (E8:4). The average assessed value per acre of the 34.5 acres of agricultural land 

and horticultural land as detennined by the County Board is $1,012.67 (($93,937 - $59,000 

$34,937)(36.5 - 2 = 34.5)($34,937 34.5 $1,012.67)). The highest assessed value assigned to 

an acre of agricultural land and horticultural land is $1,483 and the lowest assessed value 

assigned to an acre of agricultural land and horticultural and by the County Board is $80. (E8:4). 

The Taxpayer does not argue that the agricultural land and horticultural land C0l11pOnent of the 

subject property should be valued at an average value per acre, instead the Taxpayer argues for a 

reclassification of additional land as waste land so that its contribution to value is deelned to be 

$80 per acre. The Taxpayers inconsistent positions do not support the use of an average value to 

detennine the contribution to actual value of a site. 

An appraiser employed by the County Assessor ("appraiser") described the 111cthodology 

used by that office to estimate the contribution to value of an acre of land used or to be used for 

residential purposes if contained in a larger parcel, for exalllple a 40 acre tract. The basic 

premise of the analysis is that a higher value would be assigned to one acre and lesser values to 

succeeding acres due to the effects the principles of n1arginal utility_ The argument is that the 

value of a commodity depends on the utility or usefulness of the 111arginal unit. See Property 

Appraisal and Assessrnent Administration, The Intenlational Association of Assess!I!.8 Qfpcers 
.~ -~.:;:,~--.-----. 
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(1990) at 41 The theory aSSUlnes that the first unit purchased has higher utility or value than the 

second. Jd. The County Assessor's offIce assuI11ed that 5 acres \vas 1113ximun1 acres that \vould 

be purchased for residential use and sought infornlation on \vhich to deternline the value of 

marginal utility of each acre in a 5 acre tract. The County Assessor's arrayed sales are shown on 

a graph received as Exhibit 15 page 4. 

Graphical analysis can help the appraiser discenl systenlatic relationships 

in land values, which can then be incorporated into valuation schedules and 

adjustment factors. In general, sale price per unit is the dependent variable and 

should be depicted on the ve11ical (y) axis of the graph. Any other variable for 

\vhich data are available should be selected as the independent variable and 

represented on the horizontal (x) axis. One variable of particular interest is the 

nunlber of units, that is, the number of square feet, front feet or buildable units. 

Often there is a systematic negative relationship between the number of units and 

sale price per unit: The greater the nUI11ber of units, the lo\ver the price per unit. 

At least up to a point. Jd. at 185. 

Sales as graphed by the County Assessor show that as the size of a sold parcel increased 

as its per acre sale price~decJined. The trail of green triangles that represents a line through the 

data points was developed after several tries to obtain a best fit. The line indicates that one acre 

of land has a value of $64,000 for residential use. 15:4}. After the contributory value of one 

acre was detennined the contributory value of the four remaining acres in a five acre parcel was 

estimated. A value of $9,000 per acre was assigned to the second and third acres and a value of 

$6,500 was assigned to the fourth acre and all remaining acres. Application of the nlodel 



-1 

produces a value of $95,000 for a five acre parcel ($64,000 + ($9,000 x 2 $18,000) + ($6,500 x 

2 $13,000) = 595,000). Many other cOlnbinations \vould also result in an indicated value of 

$95,000 for a five acre parceL exanlpJc a schedule with the first acre valued at $47,000 and 

the 2nd
, 3rd

, 4th
, and 5th acres valued at S12,000 per acre will result in a value of$95,000 assigned 

to a 5 acre parcel ($47,000 + ($12,000 x 4 $48,000) = $95,000). Given the possibility that 

alternate valuation schedules are possible, it is necessary to exalnine the evidence in support of 

the valuation schedu1c adopted by the County Assessor. 

The evidence in sUpp011 of an assignn1ent of $64,000 to the first acre is a sale for $40,000 

ofa .63 acre parcel on March 3, 2007. The sale \vas of Lot 38 Thousand Oaks Addition. 

(EI5:2). The sale price per acre was $63,492 ($40,000 -7- .63 = $63,492). Other sales in the anay 

analyzed by the County Assessor were larger. The next sn1allest sale was of 3 .07 acres. (E 15:2 

& 3). The average sale price of a three acre parcel would not indicate the contributory value of a 

1 acre parcel for reasons noted above in the discussion of averages and marginal utility. When a 

value of $64,000 is assigned to the first acre, the line that can be derived froIn the sales continues 

to move toward the left axis of the cha11s shown on pages 4 and 5 of Exhibit 5. Movement 

toward the left axis show's that price per acre increases as size decreases. The evidence that the 

first acre assigned a value of $64,000 nlay be less than desired tor certainty but there is evidence 

that it is appropriate. 

The County Assessor assigned contribution to value of $6,500 to the 4th and all 

succeeding acres. (E15: 1). An exan1ination of the line shown on Page 4 of Exhibit 15 sho\vs 

that the average sale price of parcels over 5 acres but less than 30 acres from $16,000 to 

$12,000. The average sale price of those parcels sho~l_d n?t, however be considered as evidence 
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of the contribution to value of the 3rd acre for reasons noted above concellling the usc of 

averages. The average of snlallnurnbers is influenced by the highest and lo\vcst nunlber in the 

alTay. The average sale price would include the 1 st and 2nd acres which based on application of 

rnarginal utility should have higher values. The average price of the 3rd acre is then intluenced by 

the values that should be assigned to the pt and 2nd acres. The average sale price of those parcels 

5 to 30 acres in size may, likewise, not be the best indicator of the contributIon to valuc of the 3rd
, 

4 th
, and 5th acres. 

Another chart shown at page 5 of Exhibit 15 shows that the average sale price of parcels 

of farm sales over 30 acres produces a line showing the value per acre to be $6,500. Those sales 

were not deemed to be sales of residential parcels and the average sale price \vould not be unduly 

influenced by the size of the parcel. There is evidence that the County Assessors assignment of a 

contributolY value of $6,500 to the 3rd 4th and 5th acres is correct. 

An appraiser testified that 3 acres was the nlaximu111 nUll1ber of acres found to 

have residential use in larger parcels. Using the schedule adopted by the county Assessor a 3 acre 

parcel would be deenled to have a value of$82,000 ($64,000 + $9,000 + $9,000 = $82,000). 

Sales of3 acre parcels range from $67,000 to $156,000). (E15:2). 

Using the schedule adopted by the County Assessor a 5 acre parcel would be deemed to 

have a value of $95,000 as shown above. Salcs of five acre parcel range fro111 $75,000 to 

$112,125. (E15:3). 

Derivation of the contributory value assigned the 2nd acre is sinlply a Illathernatical 

calculation necessary to arrive at a gross value for a 5 acre parcel of $95,000. 
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Valuation is not an exact science. /lr1atter 0/ Bock's Estate, 198 Neb. 121, 124,251 

N.W.2d 872,874 (1977). There is evidence to support the determinations of the County 

Assessor that sites contributed value on a sliding scale and that the scale applicable in this 

instance is $65,000 for the first acre, $9,000 for the second acre and third acre, and $6,500 for 

each succeeding acre. There is no evidence to support the detenninations of the County Board or 

the Taxpayer. The contribution to value of the sites on the subject property should be detelmined 

based on the County Assessor's schedule. The contribution to value of the sites on the subject 

property is $70,840. (E I 0:3) 

The Taxpayer argues that because one acre of the subject property cannot be sold for 

residential purposes that contributory value should not be detern1ined for a residential usc. Like 

wise one acre of the subject property could not be sold for Dry Use. The contributory value 

assigned to Dry Use land is however, accepted by the Taxpayer. If a parcel has nlultiple uses 

each use Inay have a unique contributory value. Actual value of the parcel is the sunl of those 

contributions. While it may be difficult to estimate with certainty the contributolY value of one 

acre of land used for residential purposes within a larger tract, that does not 111ean that no attempt 

should be ll1ade to recognize that value-.-

Property must be assessed based on its-actual value or a percentage of its value for 

agricultural or horticultural purposes. Neb. Rev. Stat. 77-201 (Reissue 20(9). Actual value is to 

be deternlined based on the highest and best use of the parcel. 350 Ncb. Adnlin. Code, ch. 50, 

§.00204A (03/15/09). Highest and best use is the rnost reasonable and probable use of the 

property that will support the highest present value. 350 Ncb. Admin. Code, ch. 10, §OO 1.13 

(3/15/09). It is the recognition of the contribution of that specific use to the comlnunity 
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enviroI1rnent or C0I11I11Unity development goals in addition to wealth 111axilnization of individual 

property owners. ld. "Highest and best use nlay be defined as foHows: the reasonably probable 

and legal usc of vacant land or an inlproved property that is physically possible, appropriately 

Supp011ed, and financially feasible and that results in the highest value. n The Appraisal a/Rea! 

Estate, 13 to Edition, Appraisal Institute, (2008) at 277. Both definitions require valuation of the 

use that will nlaxilnize value. The lands in the subject property have been classified by the 

County Assessor in accordance with their uses. Classification lands in a parcel based on actual 

uses does not offend the Constitution unless those uses do not reflect the highest and best use of 

the lands in the parcel. 1.76 acres of the lands in the subject property have been classified as 

sites for buildings. There is no evidence that the classification of some acres as the site of 

buildings is incorrect or an inappropriate determination of the highest and best use for those 

acres. Nebraska's Constitution is not offended by that classification as it is appropriate for a 

determination of actual value of the parcel. 

V. 
CONCLUSIONS OF LAW 

1. The COlnlnission has subject Inatter jurisdiction in this appeaL 

2. The Conll11ission has jurisdiction over the parties to this appeal. 

3. The Taxpayer has produced cOlnpetent evidence that the County Board failed to faithfully 

perform its official duties and to act on sufficient competent evidence to justify its 

actions. 
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4. The Taxpayer has adduced sufficIent, clear and convincing evidence that the decision of 

the County Board is unreasonable or arbitrary and the decision of the County Board 

should be vacated and reversed. 

IT IS ORDEI<ED THAT: 

VI. 
()RDER 

1. The decision of the County Board deternlining taxable value of the subject property as of 

the assessment date, January 1, 2009, is vacated and reversed. 

2. Taxable value, for the tax year 2009, of the subject property is: 

Case No. 09SV 007 

Agricultural land $ 19,170.00 

Farnl Site $ 64,000.00 

Hon1e Site $ 6,840.00 

Residence $ 154,521.00 

Outbuildings $ 945.00 

Total $ 245,476.00. 

3. This decision, if no appeal is timely filed, shall be certified to the Sarpy County 

Treasurer, and the Sarpy County Assessor, pursuant to Neb. Rev. Stat. §77-5018 (2010 

CU111. Supp.). 

4. Any request for relief, by any party, 'vvhich is not specifically provided for by this order is 

denied. 



5. Each party is to bear its o\vn costs in this proceeding. 

6. This decision shall only be applicable to tax year 2009. 

7. This order is effective for purposes of appeal on June], 20 J 1. 

Signed and Scaled. June I, 201 I. 

Nancy J. Salnl0n, Con1missioner 
SEAL 

APPEALS FROM DECISIONS OF THE COlVlMISSION MUST SATISFY THE 
REQUIREMENTS OF NEB. REV. STAT. §77-S019 (2010 Cum. Supp.), OTHEH. 
PROVISIONS OF NEBRASKA STATUTES, AND COURT RULES. 

I concur in the result. 
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The analysis above considers two standards of review for review. One standard of revic\v 

is stated as a presumption found in case la\v the other is found as stated in statute. I do not bel ieve 

consideration of t\VO standards of review are required by statute or case law. 

The Conunission is an administrative agency of state governnlcnL See Creighton St. 

Joseph Regional 110spital v. Nebraska Tax Equalization and Review ComrnissioJ1, 260 Neb. 905, 

620 N. W.2d 90 (2000). As an adn1inistrative agency of state governrnent, the Commission has 

only the powers and authority granted to it by statute. Id. The Conlnlission is authorized by 

statute to revie\v appeals from decisions of a county board of equalization, the Tax C0l11n1issioner, 

and the Departnlent of Motor Vehicles. Ncb. Rev. Stat §77-5007 (2010 Curn. Supp.). In general, 

the Comn1ission n1ay only grant relief on appeal if it is shown that the order, decision, 

dctcnnination; or action appealed fronl was unreasonable or arbitrary. Neb. Rev. Stat. §77-

5016(8) (2010 Cum. Supp.r'- ---
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The Comlnission is authorized to revic'w decision of a County Board of Equalization 

detennining taxablc values. Neb. Rev. Stat. §77-5007 (2010 CUITI. Supp.). Review of County 

Board of Equalization decisions is not ne\v in Nebraska law. As early as 1903, Nebraska Statutes 

provided for review of County Board aSSCSSlnent decisions by the district courts. La\vs 1903, c. 

73 § 124. The statute providing for review did not state a standard for that review. Jd. A standard 

of review stated as a presunlption was adopted by Nebraska's Suprclne Court. Sec, State V. 

Savage, 65 Neb. 714,91 N.W. 716 (1902) (citing Dixon Co. v. Halstead, 23 Neb. 697,37 N.W. 

621 (1888) and State v. County Board of Dodge Co. 20 Neb. 595,31 N.W. 117 (1887». The 

presumption was that the County Board had faithfully perfolmed its official duties and had acted 

upon sufficient competent evidence to justify its actions. See id. In 1959, the legislature provided 

a statutory standard for review by the district courts of county board of equalization, assessnlent 

decisions. 1959 Neb Laws, LB 55, §3. The statutory standard of review required the District 

Court to affinn the decision of the county board of equalization unless the decision \vas arbitrary 

or unreasonable or the value as established was too low. ld. The statutory standard of review was 

codified in section 77-1511 of the Nebraska Statutes. Ncb. Rev. Stat. §77-1511 (CUlll. Supp. 

1959). After adoption of the statutory standard of review, Nebraska COUlis have held that the 

provisions of section 77-5011 of the Nebraska Statutes created a prCsllll1ption that the County 

Board has faithfully perfolmed its official duties and has acted upon sutlicient competent 

evidence to justify its actions. See, e.g. Ideal Basic Indus. V Nuchalls Cty. Bd. qr Equal., 

Neb. 297,437 N.W.2d 501 (1989). The presun1ption stated by the Court \vas the presumption that 

had been found before the statute was enacted. 



Many appeals of decisions Inade pursuant to section 77-1511 \verc decided \vithout 

reference to the statutory standard of review applicable to the district courts revic\v of a county 

board of equalization's decision. See, e.g. Grainger Brotlzers Company v. Coullty Board of 

Equalization of the County ofLallcaster, 180 Ncb. 571, ] 44 N.W .2d 161 (1966). In lfa:aings 

Building v. Board (?lEqualizatiol1 o.lAdams COlll1(V, 190 Ncb. 63, 206 N.W.2d 338 (1973), 

the Nebraska Supreme Court acknowledged that t\VO standards of revicw existed for reviews by 

the district cou11; one statutory requiring a finding that the decision reviewed was unreasonable or 

arbitraIY, and another judicial requiring a finding that a presumption that the county board of 

equalization faithfully perfom1ed its official duties and acted upon sufficicnt competent evidence 

\vas overcome. No atternpt was n1ade by the l1astings Cou11 to reconcile the two standards of 

rcview that were applicable to the District Courts. 

The Tax Equalization and Review Commission was created in 1995. ) 995 Neb. Laws, 

LB 490 § 153. Section 77-1511 of the Nebraska Stahltcs "vas nlade applicablc to revicvv' of county 

board of equalization assessment decisions by the COlnnlissiol1. Id. In 2001 section 77-1511 of 

Nebraska Statutes was repealed. 2001 Neb. Laws, LB 465, § 12. After repeal of section 77-151 17 

the standard for review to be applied by the Conlmission in 1110st appeals was stated in section 77-

5016 of the Nebraska Statutes. Section 77-50 16(8) requires a finding that the decision being 

reviewed was unreasonable or arbitrary. Brenner v. Banner County Board (?/Equalization, 276 

Neb. 275, 753 N.W.2d 802 (2008). The Supreme CouI1 has statcd that thc presunlption which 

arose from scction 77-1511 is applicable to the decisions of the COlnn1issiol1. Garvey Elevators, 

Inc. V Adams County Bd. of Equalization, 261 Neb. 130, 621 N.w.2d 5] 8 (2001). 
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The possiblc results hOI11 application of the presunlption as a standard of revic\v and the 

statutory standard of review are: (1) the presuITlption is not overconle and thc statutory standard IS 

not overcorne; (2) the presulnption is overconlC and the statutory standard is not overcorne; (3) the 

prcsunlption is not ovcrconlC and thc statutory standard is overconlC; (4) and finally the 

presunlption is overconlC and the statutory standard is overcome. The first possibility does not 

a11o\va grant of relief, neither standard of review has been met. The second possibility does not 

therefore allow a grant of relief even though the presumption is overcome because the statutory 

standard remains. See City of York v. York County Bd of Equal., 266 Neb. 297, 664 N.W.2d 445 

(2003). The third possibility requires analysis. The presunlption and the statutory standard of 

review are different legal standards, and the statutory standard rel11ains after the presunlption bas 

been overcome. See id. The burden of proof to overcome the presumption is competent 

evidence. ld. Clcar and convincing evidence is required to show that a county board of 

equalization's decision \vas unreasonable or arbitrary. See, e.g. Olnaha Country Club v. Douglas 

Cly. Bd. of Equal. , ] 1 Neb.App. 171,645 N.W.2d 821 (2002). Competent evidence that the 

county board of equalization failed to perfoml its duties or act upon sufficient COInpetent evidence 

is not always evidence that the county board of equalization acted unreasonably or arbitrarily 

because the statutory standard of review renlains even if the presumption is overconle. City.of 

York v. York COlln(v Bd o.f Equal., 266 Neb. 297, 664 N.W.2d 445 (2003). Clear and convincing 

evidence that a county board of equalization's deternlination, action, order, or decision was 

unreasonable or arbitrary, as those temlS have been defined, nlay, however, overcome the 

presunlption that the county board of equalization faithfully discharged its duties and acted on 



sufficient competent evidence. In any event, the statutory standard has been Inet and relief lnay be 

granted. Both standards of revic\v are Inct in the fOUl1h possibility and relief may be granted, 

Use of the preSll111ptiol1 as a standard of revie\v has been criticized. See G. Michael 

About PresUlnptions ill Civil Cases, 17 Creighton L. Rev. 307 (1984). In the vie\v of that 

author, the preStlll1ption should be returned to its roots as a burden of proof. Jd. Nebraska ~ s 

Supreme Court acknowledged the difficulty of using two standards of revie\v and classified the 

presumption in favor of the county board of equalization as a principle of procedure involving the 

burden of proof, namely, a taxpayer has the burden to prove that action by a board of equalization 

fixing or detelulining valuation of real estate for tax purposes is unauthorized by or contrary to 

constitutional or statutory provisions governing taxation. See Gordnzan Properties Company v. 

Board of Equalization oj'Hall County, 225 Neb. 169,403 N.W.2d 366 (1987). Use of the 

Gordnlan analysis allows consideration of both the presu111ption and the statutory standard of 

review without the difficulties inherent in the application of two standards of review. It is within 

that framework that I have analyzed the evidence. 

Wm. R. Wickersham, C0111nlissioner 
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Testimony by: 

Marilyn Hladky 

Seward County Assessor 

529 Seward Street, Room 206 

Seward, NE 68434 

402 -643-3311 

m hlad ky@windstream.net 

LR350 

November 18, 2011 

Thank you for the opportunity to speak to you today. I would like to talk about the minimally improved 

process and expanded agricultural land analysis process being used to establish a level of value for agricultural 

land for statewide equalization. 

1) Agricultural land sales with improvements (structures) on the property where the value of the 

improvements are 5% or less of the sale price: 

a} Past analysis: We used all agland sales and subtracted the assessed value of the improvements 

from the sale price to calculate what the agland sold for. 

**We went away from this as it did not give a true picture of what agland was selling for. 

b} Through 2009 the assessors used only agland sales of land with no improvements to set land 

values. Gave a true picture of what agland was selling for. 

c) Beginning in 2010 the Property Tax Administrator (PTA) started including sales with improvements 

of 5% or less of the sale price. No adjustment for the value of the improvements was deducted to 

calculate a sales ratio. 

d) f eventually contacted Pete Davis with the Division of Property Valuation, Kansas Department of 

Revenue. Please see Pages 1-5 and his concerns with this analogy. 

e) I then contacted the IAAO (International Association of Assessing Officials) in Kansas City and asked 

what would be the correct process to create a sales ratio when there are improvernents in the sale. 

They responded that the Standa rd on Ratios Studies did not address that but they thought it 

should. The Technical Standards committee met and added verbiage to Standard of Ratio Studies. 

See Page 6 

f} Pages 7,89 & 10 is a letter from the Seward County Board of Equalization to the PTA. The 

attachments are the proposed verbiage, not yet adopted at that time. 

g) Pages 11, 12 & 13: Actual sale of an ag parcel with improvements that fall into the 5% minimally 

improved category. Steel frame equipment shed with concrete floor, Quonset and 3 grain bins. 

**Under current analysis this sale will be used to determine what agland sells for but no adjustment 
r ... t • '"... I ,. •• .. .. "'11 I • Tor Ine conlrloulory value OT !ne !mprovemen!s \A!!!! oe mane. 

h) Pages 14, 15, 16: Pictures of improvements in Seward County on properNes-tha1-if sold would more 

than likely fall under the 5% category. All these building & bins are being used and have value. 

i) We do not always know the intent of the buyer of these properties with improvements on them. 



Are they going to 1} tear them down? 2) move them off the property? 3} split off and sell the part 

where the improvements are? 4) use them? 5) insure them? Then they definitely have value. 

2) BORROWING SALES: 

a} The decision to borrow sales to set agland values should be the decision of the local assessor who has 

the statutory responsibility of setting values in their county. Although assessors are using the sales in 

their counties to set values, the PTA is measuring us differently by borrowing sales from adjacent 

counties and setting our level of value based on the borrowed sales. 

b) Property Assessment Division's (PADls) current process borrows sales from adjacent counties for 

"representativenessu in sales for the 3 year timeframe. Example: 

Study year - 7/1-;06 - 6/30/07 = 9 Sales 

7/1/07 6/30/08 = 21 Sa les 

7 /1/08 ~6/30/09 = 19 Sa les 

Total 49 sales in the county. 

PAD borrowed 10 sales for the first study year, now to = 19 sales and a Total of 62 sales for 

their analysis purposes. 

N ext yea r exa m pie: 7/1/07 6/30/08 = 26 Sa les 

7/1/08 - 6/30/09 23 Sa les 

7/1/09 - 6/33/10 = 15 Sa les 

Total of 64 sales in the county. 

PAD borrowed 7 Sates for the newest study year, now to 22 sales and a total of 71 sales for 

their analysis purposes. When PAD borrows sales they randomly pick them. If different sales were randomly 

picked you would have a different outcome. 

The part that bothers me is one year it's older sales and the next year it's newer sales. That is going to 

affect the outcome of the data. I believe the market is what the market is. I had 49 sales in my 3 year study 

period that told me what the ma rket was in my county. 

It is one thing to borrow sales to see if there is intercounty equalization but there are other tools such at 

looking at the land value groups across county lines that could be factored in. Not all borrowed sales were 

comparable. 

** The level of value set for Seward County was not the level of value forthe sales in my county. 

The assessors use the actual sales in their counties that represent the market in their counties. Assessors are 

very knowledgeable about their counties. We also contact our surrounding counties to see where their values 

are. So we do our own intercounty equalization. It's not perfect and there are times you cannot be close. 

Markets can be different from county to county and even within a county. 

I had an auction (the one on page 11) It sold for $8,500 an acre, the 2nd property that day right across the 

road sold for $9,350 an acre and the , a mile away sold for $7,500 an acre. All irrigated properties. 

Four days later, I attended another auction of 3 properties, all dry land, and no irrigation potential. The 

first one sold for $9,400 an acre, the 2nd for $6,600 an acre and the 3rd for $5,000 an acre (this one was half 

pasture). 



Pages 17,18 & 19: A letter to Robert Denne of A/my, Gloudemans, Jacobs & Denne. The second paragraph 

tells of the Thayer Co_unJY-4~~essocand what happened in her county this year when PAD borrowed sales. 

3} TIME, OR TREND, ADJUSTING SALES: I worry about PAD going in this direction. It would bring the older 

sales up to today's market values. We currently have in place the use of 3 years of agland sales. We had been 

using the median (middle ratio of the array of sales) for our level of value. 

State Statute §77-1301. Real property; assessment date; notice of preliminary valuation. 

(1) All real property in this state subject to taxation shall be assessed as of January 1 at 12:01 a.m., 
which assessment shall be used as a basis of taxation until the next assessment. 

(2) Beginning January 1, 2014, in any county with a population of at least one hundred fifty thousand 
inhabitants according to the most recent federal decennial census, the county assessor shall provide notice of 
preliminary valuations to real property owners on or before January 15 of each year. Such notice shall be (a) 
mailed to the taxpayer or (b) published on a web site maintained by the county assessor or by the county. 

(3) The county assessor shall complete the assessment of real property on or before March 19 of each year, 
except beginning January 1, 2014, in any county with a population of at least one hundred fifty thousand 
inhabitants according to the most recent federal decennial census, the county assessor shall complete the 
assessment of real property on or before March 25 of each year. 

Source:Laws 1903, c. 73, § lOS, p. 422; R.S.1913, § 6420; Laws 1921, c. 125, § 1, p. 535; C.S.1922, § 5955; Laws 
1925, c. 167, § 1, p. 439; C.S.1929, § 77-1601; Laws 1933, c. 130, § 1, p. 507; C.S.Supp.,1941, § 77-1601; 
R.S.1943, § 77-1301; Laws 1945, c. 188, § I, p. 581; Laws 1947, c. 251, § 31, p. 823; Laws 1947, c. 255, § 1, p. 

835; Laws 1953, c. 270, § 1, p. 891; Laws 1953, c. 269, § 1, p. 889; Laws 1955, c. 288, § 19, p. 913; Laws 1959, c. 
355, § 20, p. 1263; Laws 1959, c. 370, § 1, p. 1301; Laws 1963, c. 450, § 1, p. 1474; Laws 1980, LB 742, § 1; 
Laws 1984, LB 833, § 1; Laws 1987, LB 508, § 36; Laws 1992, LB 1063, § 114; Laws 1992, Second Spec. Sess., LB 
1, § 87; Laws 1997, LB 270, § 63; Laws 1999, LB 194, § 15; Laws 2004, LB 973, § 18; Laws 2011, LB384, § 6. 
Operative Date: August 27, 2011 

77-1301 (1) states our assessment date is January 1 at 12:01 am as the basis forv-aluation. We currently base 
our values for the January 1st date on the median of those 3 years of sales. It probably isn't the market of that 

date, but rather a moving value as we drop off an old year and add a new year each assessment year. It is a 

process to keep some stabilization to the values. If we were to start to time adjust we could possibility see an 
up and down trend in values from year to year. With today's market I could see having to adjust my agland 

values 30% to 40% compared to the increase without the time adjusting. 

What will the entities that depend on tax dollars do if valuations fluctuate up and down from year to year 

because of time adjustments? 



IMPORTANT ISSUES: 

1) Keep TERC as the entity that performs statewide equalization. 

The Property Assessment Division is the oversight agency for the Assessors and their measurement agency. 

One entity should not have all the responsibiiity. There needs to be a democratic process in place for the 

accountability of checks and balances. 

2) If using the 5% minimally improved sales, adjust the sale price for the value of the improvements before 

calculating what -the ag land sold for. This would follow the IAAO Standard on Ratio Studies. 

2) The Assessors should set their values in their county, for their county and be measured on their values. 

3) The Assessor's level of value should be based on the median of the sales the Assessor has used. 

4) The Assessors should decide if they need to borrow sales to set their va lues. 

5) Do not do time adjustments to sales and keep 3 years in the study period. This could be devastating with 

up and down values for the taxing entities and for the property owners. 

6) Finally, it's not always about "the numbers". There has to be logic and common sense factored in. 

Pages 20, 21, 22, 23 & 24: Copies of testimony from other assessors. 

I sincerely appreciate your time today and consideration of my testimony. 

Respectfu lIy, 

Marilyn Hladky 

Seward County Assessor 

- )-~:.:.-.-------
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LR350 Testimony 

Good Morning, Chairperson Cornett and Revenue Committee members, my name is Ruth 

Sorensen. I am the Property Tax Administrator with the Department of Revenue (Department). 

I'm here today to provide you with a brief overview of the statutory requirements of the 

Department in the valuation and equalization of real property. 

The Department is eurrently responsible for the assessment function in seven counties (Dodge, 

Dakota, Garfield, Greeley, Harlan, Hitchcock, and Saunders) but will be returning this function 

to the counties over the next two years (by 2013). The Department is also responsible for the 

valuation of centrally assessed properties (railroads and public service entities). In addition, the 

Department is charged with general oversight of the state property tax laws to ensure all real 

property in the State is being uniformly and proportionately valued. 

County assessors are required to annually determine the actual value of all real property in 

Nebraska as of January 1. There are statutorily authorized exemptions for certain real property. 

To ensure all real property is valued uniformly and proportionately, the Legislature authorized 

the Department to review final decisions of a county board of equalization that relate to real 

property exemptions. 

The legislature also mandated that the Property Tax Administrator develop a state sales file that 

contains all sales of-real property in the state to be used as a resource to provide data that 

assessors use to ensure all real property is valued uniformly and proportionately. All sales 

included in the sales file must be deemed to be arms length transactions by the county assessor. 

Using the state sales file and other pertinent information, the Property Tax Administrator then 

evaluates the level of value, quality of assessment, and compliance with assessment requirements 

for each county_ These findings are then submitted to the Tax Equalization and Review 

Commission (Commission) for statewide equalization purposes. 



During statewide equalization (approximately April 7 through August 10), the CpFOJ.IDssiQn 

equalizes the assessed values of real property as submitted by the county assessors on the 

abstracts of assessments and reported in the Reports and Opinions that are prepared by the 

department. Section 77-5023 authorizes the Commission to increase or decrease the level of 

value of a class or subclass to fall at the midpoint of the acceptable range for that class of real 

property. The acceptable range for residential and commercial property is 92% to 100% of 

actual value. The acceptable range for agricultural and horticultural land is 69% to 75% of 

actual value. 

If the Commission orders an adjustment to a class or subclass of property in a county, the county 

assessor must make the adjustments to the assessment roll on or before June 1. 

LR 350 asks whether or not the comparable sales guidelines in section 77-1371 should b'e 

changed or stricken. This section was originally enacted to help determine whether a sale was 

an arm's length transaction. However, the statutory guidelines have become outdated and need 

to be updated. An alternative would be to repeal the specific statutory guidelines and refer to the 

more stringent guidelines promulgated by Department which must be followed by the county 

assessors when they determine whether a sale is a qualified sale. 

Intercounty Equalization 

Intercounty equalization allows for the use of a larger sample of sales from adjoining counties 

with similar market characteristics. This promotes the assessment and equalization process and 

results in distributing valuation more uniform and proportionately. For over 30 years, section 

77-1327(5) has required that comparisons be made for both intercounty as well as intracounty 

equalization purposes. As a result, the Department has advised the county assessors to include 

sales from similar areas in adjoining counties in their real property valuation process. 

Section 77-1327(5) recognizes that equalization does not stop at county lines. School districts, 

conuTIunity colleges, NRD' s, villages, and other political subdivisions do not stop at county lines 

2 



----_ ...... _-

Without intercounty equaliz~ti9J!,.~~hsproportionate valuation can occur. An example is property 

in a political subdivision (such as a school district) that overlaps into another county. If the two 

counties where the school district is located do not have similar assessed values, when the tax 

rate for the school is applied to the higher valued county's properties, those property owners will 

be paying more tax dollars to support the same school district. 

That completes my testimony. Thank you for allowing me to come here today and testify. I will 

-be more than happy to answer an y questions you may have. 
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